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JARX (Tgfad AT AIATIIT) bl ARAT JSEAT 99, Y& IR 20T3 516 FAAGAS 99,388 Igch! B | Q0TI
316 AFIGCI “B”, “T” T “I1” aoichl dcb AT [T JIATHAT IZTHT (14U JATERD! ASKT & BAS 30 A &Y
B3R QQ8 IR B 3ol T3l WIAEHRD! JFHAT 0 TR 8T FIMR QTY IZDI & |

QOTRQ 516 HAATGAIN GYY.3Q IRMDI ot JUDIF A0T3 316 AAGAI A0WB.03 DBIAHA YDl & | Q0TI 36
FATGAST RIS F57TR YTHRUT 3.86Y8 314 Yy DS BIIH DI B | Q0T 6 FAAGA §31R Y3THUT 5.8823
31 08 TS IRTDT LT | Q0T IS FATGAI TR Y3NBUT T IMEISA ICUTGTIDT ©9. 38 YA IRchI 20T3
516 FAGAAT ©0.42 U IGhI B | Q0TI 16 JAATGA olUlc] IEh BFAUGS S JAIchd bIUagRed!
3AFAT Q0 IXDN & | BT BFUGIRBHEY 433 Jb T fTher AIAT I AT DU IKTT Bol Tor A0Y FAIE
UG, AQ JeUIGal dAT URMEral J&ioT, Q AlSd, © TIMGl chdUa, 8 TAMNRD AIAT T 90 316 AHARDI Inch! & |
QOTR S Jlchd BIUGTERD! JXAT Q0 IgchI T |

JANRT BIUNGHAEY scb AT AT JM T I DBIuohad! RIAUS TR Y5NBUID! BIA Y0.Q UATd
J[D B | RO, ARG BIUND! [RIAT 90.Y UAIT, M6l dBIUchad! BIAT &.C UARIG, 3cUical den
URITerst JeToTehT [BIAT T.0 GARId, SATUNRD AIAThHT RIAT 8.9 UIARIA, AICcTehl [R3AT 3.3 UM der 36 ARl
BIUGEDD! BIAT T.6 YR I3h! 8 |

3. 130T a¥ D! SO DT BRISRD! AT

faaur 3@5‘ 00T/ Q200Q/TO Q20TO/T9 Q20T9/T Q0TQ/T3
e, olBl/ et SFerolt urara Q&R 8.6C ©.To Q.92 9§.00
ufa IR aerel 3> aT.oT 99.09 960.03 aQ.0T 23.9&
Ul IR IR e 3 38Q.R0 320.00 898.00 Y00.6Q 808
T JATFETol iepure Jerurd aT.63 RER 23.8& Q6.Y 20.8&
IR Wafier et (S AfRa) iG] 8.68 0.00 92.00 .09 ay
AR Y5hia oPoTG et IR 0.3 0.00 y.00 Y.0Q ay
SITST JFEIoN/ AT A0 JTurel PIGNG) 93.22 Y.C& 98.38 99.39 Q.3&
Pefard I/ deT Aareral Jd BIGRIG) 4.9 .20 €3.3Q X 66.02
T A8 G AUEH ST [ T T.39 QER T.oR Y.63 .99
THofarst I/ Tt defard Jd PIGNIG) Qy.yC T.Q0 ay.q0 96.0& AR.E3
Je SlBl/B31 AT YRl Q.38 0.6T Q.9T .20 .63
Je Sbl/ et Jaufd UferRTet 0.QQ 0.4T 0.Co 0.Q8 a.20
T T/ fEIeT 'R TC3s TR €8.03 TY.3C .38
Tl JAaTeTol W/ daeT AFUM IGNIG) a.Qy a.cy 9.0Q .08 2.0Q
SIS MR JFUITT GRepIwad! gafeear

() yrarfared Wi VIGRIIe} Ty T&R Q.69 Q.Q9 99.6C
(J9) Rep G iG] 3.98 3.62 2TQ &0 2.8Q
(a1) GhepasT Tarftaar PIGRIG] Q.93 a2.98 .90 a.4T 8.9
RG] yfeRTd AB.R 28.8Q B.6Q 8.8Q u.aR
foTSBer aoat/dact ot R 2.39 3.0Q 3.38 3.8Q 3.0T
MR & UfeRTet 99.0Y Q9.3 Q.20 ©.00 Y43
T SATST TRDI 36TR RN 8.Ca 8.4Q 8.4Q 8.00 3.QC
@A RN ILR Birce) 39,824,000 39,099,680 3Q,T99,680 3Y,90C, 862 3C,69Q 30T
Ul IR RBaTeT e £ a3c.TQ 988.33 9§8.90 q§Q.9° 909.09
T HItard Jz=n QWY 9,039 QT Q&& Q&R
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anfefcb ¥ Q0TQ/0T3 FIMNIA fAoTadh! DAl 3N AUFDD! YA AT JADED PIFaAR I5chT Bal |

(o) goor i
JINE RIS ST PThlon MWD bl W T. 8,29,9Q,30,CA8 1Q8 IZMBT & A ARV R §57 T |

3,C§,9Q,30,C98 IQ8 T SIMMRIBR NR Y57 T 3Y,00,00,000 BN I&DI & |

() Yoo uitaar:
SO JIUIG olutel A SidbeT dldd §aNf3iaT Capital Adequacy Framework 2015 3/g/R J1REMD! & | 31.d.
Q0TQ/0T3 I 3NGda YSHBINDI MU 98.96 UAIRTT WIS IgeT JDT & Jol olUlcT I ST [ISRN6T SIGRIR

MAIAD Fol GIaeiad YD aieeT dé1 Iah! 8 |

(37) f3TENT FgDHTT ©
a1 anfefes afa ST deT (1A T 66.08 31 TOIDT & | 51 e Todl WATST 2.8 UARIE, §9d WAl Y0.Q8
UM, e (8T JATAT 30.86 URAAT I BT AT T.0& URIRNT I8DT & | A1, TacT AU Q.03 RN
J2RATTA fSTQUDT ADTETeT IADT & | Scpep! AT (14U oluled IS Scbet Aredad! AT 311 of I & |

(&) o3t e Jud :
I 3nefes a¥epT JRBAT B. Y8.0° 31 IZDT Woall qell JAIUSIHT 6.0Q URIRITST gl T8 T. Y0.69 3« [OIdT B | Sabet
ST RGN T AN 36T YHAhI ASToNRD s hall Adl AR I1¢ Silol o189 AU & |

(3) oromet :
I anffep afapT SiocIdiT ST cToTel T 93.0Y 3d IAM! B STA, olilcT JIDBIRDT FRUTUFAT B 92.6&3 376 I 3o
IS JIATHT JAIAT . 9.9 31 oMol IRDT & |

(9) Isarctal | ¢
I anffas a¥an Sabet Hatart WA T TR.30 DS T 36 IA5UIcTel WA T 86.00 WS I TWeT T 93Y.30
BB [ IRDI B |

(®) 3 :
JBD! 3MFEETs Isaledal I g A5aIcTel I §s ST fJafsiel J1REdsT 8 | JsdlcTel 3Mdelon edofd st
SMFCIoN, DHIAAST dAT FIDBIUE 36 J>TTcial JIEINAATS JAAA JNREDT & | I 3Nfcd a¥d sicbe sAT3T SMIElan,
DA TAT FIDIIVE T 3I6d J>TTcdol SNIGTol odid FhaiRl J. Y22.90 BIIS, T 30.30 BRAS I J. T.A0 HIIS
3T ORDI & |

(57) TGTAT SATIAS
U BT SBDT TATAIAD! SMBR U BIRIERDT FSATDT SENRAT TGN WS TATALAS oy TR IR
1§ @] JIREDT & | ool ARATIEIEC CATANIS of Adgaal 33T Aol AFITAT IRGH ol JAfEIdD TSI FOIBIST
of UCIIgT 31 UISf STUdlel Sl aRAIAID! AN CATIAGIDT ST JJURI-GIIea JfA (Assets Liabilities
Committee) @I JT6aT JTRED! TAT AfAIDT S50 (GTATHT BUSHT AT T S\ IRAT JAMT Il I SIS
16t JTREDT B |

(3) foIsB T3
I anffas afan ST et fGIftshr a3t 3.0T UTARId I8! & |
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8. YOOI PRIERETS R Ul JIXI BIARD:
SB BT BRIFRATS 3R Ulef Aol FX A\ Tl Jolldgd SE AR ISDT 8ol

® FCRWIAST Ulef 3R |

o Sl UATE §ol Bt dAT IE-BINAT SMENRT AAESSIC §ol Aol JMIAT FNMAIED |
o (38T qaIT T3TichT Sfps AARIAIT §ol Adol JAMAT SNMJAES |

o M RATHT BRIER JTe| AT &N gol URAdeIaIc gol Adrol Jedd FJT |

o 18U AdboTal, TToGH, Tl Tl AT GRIRT AGRER IcUcdl gol Adal SMJARLR |
o &g Ufauel ud G&T STeIRIthanT JISNdcT ol Jdrol S\ |

o JII ANET RBiFIEeT WSTACTTS YIS TATSET A WSTEI0T SBUDT SNAH Jdaoeh JAdaD |
® SidTy URddieTabl WhIRUT SIAAEd, RN &5aT Uol Sl Ufeienet 3RIRED |

o ST SN STSIADT ABRICIHD U qo JMARRIFSEIE Ut Aol ST |

® JEIRBIA TAT TIAPIER [T ATdHIIIdAN B oigq |

® il ATHIGNAN gol [GcTTs ST JcUeal Gol SNMAAER |

® S J>TTcTel MW |

® §aal IT and Cyber Security A |

3URATH FAADT Jalldl TNl A TATIATUGIDT ST FNAADT UG, MU, AITaial, forremur I RufEsanr
TN J&& FNAI ATl GIR I BIAGA6TH TIATSLD! B | Sabadl dail dell S I oM TIT 7S gl
fAfSTal € URAdaEIc gol Jdol SNAARDDI AT oIUTeT IAE ST fASAST TAT 3ol [JRSNUIEIE Scbet Bt
STATGN TATI AN AFAAT SNTATon SATIAT, JCH HCTE DI I DINGDDI CATIAT JNof IRDT & | ST
TSR UTRUElc] ATl JTeicbl Gl STeIRIbepT ATl del GaiaT SIAIlEaT SNAYIeh Ellel J-ATedh! & |

Y. YDA J>TUlcToldN TSI [AfdTcol ATl DIishal il SUCIEED:
DBRIhARDATS YIATHBATAT NPT &:

o TOfidT Aifgapdr (Artificial Intelligence) 1S JgADT JU [AHBIT ot |

o JATIDH! T AR Sb (Future Ready Bank) Soli3aian! AT STALAD B dical |

® 31T, [T&T TN 316 JIAETDT T Sidioiddl Sfbs AATES Yacioldll AT3al |

o JTct TR JRDT TATER I JARSATS SNMIDIRT JANEES b §ad JUH [(AXAR JTot |

o RBi3Ca dfths AATATBA SMEYfTd Sfips JAESD! JURAR g I ot JaTEBd! JBard Jret |
® I>TIcTol JUT [HACATATT UGTTS WY fSTAGHUTDT AT FNAIAD IUNIGSD! ATTFTal Jlof |
® THIAIDT GaIAT AL JTot DAY [TBIIDT BIRIBARBETS fRea=aTl ol |

o JHDI TS AT R{IFAR 3 RARAIRDBRUT JTef AT JATHGS D! URdIeT JTot |

® 3R 15T 3Ngerett (Non interest Income) @ aralf JA1dES UfRTTeT I Sabeh! JGET 3Tl 16, Siaior |
o JHD JGARTD fGTIGHUT JUTeRt el JRMAGCTS 31eh T& J&& JTot |

® 311 SRICNCTTS UMRET T I UaahTl Selidg, forenel @31t Herdat 311s 3 |

o SHDI J>UTSl Tl JED JalclTs JIA GO Solidel NodRd BRI Iadificid  (Automation)
J18 oaTal |

® Sl TITANIDI i AFEHDI URTlel Jlol, AN RIRIAY ¥R el sIBie ARGt s 31db AT
TIAALAS T T GBI ADBRICHD 3RAR UTot JNAAD TBIAISIE BT I F1I] JTois |

® JHAGIEDT HARIAD EAlST Y-ACDH! & |
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SaseT MM aYESa ATATEBD AXAT s, oG UlT RICT STUDT ARABDTS 31h YAADIA 5el J>aTeial JIof qel
BICT 8T8 IGCPT ARAT BIAAARDDI GTATal qT AFHCAAIATS [ILCTVUT IR Teb 3MUISAT JNaol 189 e B I oluicd
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(\) fadwuT (Remittance) :
fAUNUT AaT YSIID BIUNEDIIND! AIGHGRITN, Scbet BT I JRAGT [UNUT AdT USTeT JTot [AUNUT Jdaoen BRIgS
JT¢, 3ME! & | Scbot JMAIADBAT AR AUV JFaoeh 3o URsd AdT UeIdBaRoT ek el J1ef ofifey et
& | SIUTeT IRDBIRD! oMM TT ST IS Sbet S IR AERASTD! URLR 3157 I [AUNUICTTS VTRl Jlof Sdbet 3T
SATSEIA ANCATGA FE Wl 5T TS JdT IUSTE IRIIG MBI & |

(31) T Ufate :
TGt UAfer &rsTan s STt FAGTSN XD & | Yol YIS SMENRd JdT yarel J1ot profan s Ied Ulzel g
MSIED! B | SBAT ol BIAFBATS IATNAT Tall3aTad! T Robotic Process Automatinion (RPA), JTEBESD! Wrdl
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TASIDBD! B | §fdps ATl AT YSIADBII dall3erad! cilil il Aifgapdr (Artificial Intelligence) @1 31c1o0 IS0
J1661 1R Al DI YADTATS [ERAR JTo 189 AIId [ASLD! B |

Sebeh! IO YUNGTCTs JaTaehrdl X G SolI3aldl Al T Jol UrAfch! febRich! Sia=ell I JMEdbaoid! JEners
FEASTIR I YT YUTAIATS JIAIGIR  TARIGOIA I, S0l SbbT oNfe IXaDT & | A1, Sps &rian Jaom eIy
SRA Gl STAHD! BUS SMUBICT AhT GIYGNTBUTD! TIT GTRGAR BUSHT JToT YU fOTIfITd SRATIIgIuT oI
VAPT UI&1T JTof Gl Crowdstike SlTdTad! Antivirus @7 UIIOT JTot JIRED! & |

(&) 3o Jar qAT JAEED :
ToIIfeT BBFUGTTDI AR AAGHTH GIT SIS0l ATEIAINATIT [T Aol TATIAT FTBeT IR & | SIAD! BeaDdy
31§ URST S GUCT ATSeIaN S Uol SIAAEIE gjch JRI3ol UfAfea JfAENdr caazen savet JRDT 8 | A1,
JBEBEDA IR JANABUTDI AT FAIAD Uol RFATE [T A TSl AEAIAAAE of HicreT [STcol ST
fHTCTSED! & | Scbct 3Mhal JRBRBNS JAAEGS B (Clearing Service) a2l RTGS, Connect!PS cToTRIdaT
AAIES YGTel JTeichl TIlT SISt [FeTRE BI3AD! (NCHL) AGIAdT 7S foReaR DU IdT Ualol I1& JEIRD! & |

SaseT ST fAfdieeT AT BIACIIRDAIC TTHID! JIAEN JUSTEE! IRITS, MLDT & | JMEDBD! NARADT I FIETS
EATSTAN G, TR JIAETETS AT AR Il 16 Sabet ATedT & | Q0T3 IR AAGAATI SabadT fAfdfoa AT
BRIAAFBAIE QYO© 76T JED HRIGHNARDE! TR AT TAIT I1¢, SRS HIDT & |
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diloTa JATeleT :

faerael Ufuefcaies Sfips & JHAdl BIRICT Jloiddl Tl G&T BAHARIES of Adeioel FRCAUUl gl gal ool
HAGAATIATS St AT IS 3MUhl & | d6ql SQRID Aol dl SNl JIG I b &I Gal
B AEDD! 1T DI I3D! & | SAITANID I UItd It Jloid A-AeIIch! STRcauvi bl IgoT FeSITS
BEAITA J1S JMED JATETS ITAA Joqfecdi [-AT3aT U Hloid JATEIS TATIATST o SNAIIAD & |

BHANED D! &TaTdl [ABIADBT AT JUYh AIAIaRUT JaTall I IAEBD! SHGGRIA], SATANADG Gardl, MU
Jeaa, fAsforRNeAd], [HeR I Jloi Jidel SITdl [ANIRBAS Udgol aell iicade Jlol db s Yol &
3MUDT B | BAARIGDD! I (BT dAT G&IaT 3L JTel A JAIAA (AfdToel Meald d SR URIGUIRS,
qIA, DIt Fe ATHTREDIH JAALA IRI3aT JTD! B | BHARIEGD D! BIIAIIhalTs bl Jleicbl AT UfdfErenT
SIferebaat YAToT JTot J1RED! B |

SENOTD T SACANAD AFTGE:

JMED FARIGATRDATS Icd YIATHBAHA XS RIgloaaic Sab I UEE & | CATaANNIAD BIRIERDT RIS
JAFIDIAT I U NBIT JMEBEDTS JIAEN [-AT3eT ARDIY I AT JFTGEN SNAAD AT [HAATSTDT & | &I
JBCATTDT SI9T IMED FRIGTARBD SIUR N I [ALATICTS of S8 I AN FTIA JMED AT JURAR TeT3aT
UUT D18 | SicheT 3ol PRIGRIIDT ATElSEd JEDED, SAAIANAD T JENID UTel, JaJIARD ol f[Afdicol
fSTBTIRSIIT ARTEYU der cATAMNIG Aact BRI XS MDD B | Sdbet Afdioer IRBIA qaNl IRIRBIA
JE-ATA, TAGIN, JeDT, AIHAGID AJE, oUIcT A 8, BTl IUCRDI DI, olUlcT RIAU &S, oiurer
IcdH ARG, WEU UUS RS, ol [FRIRS &I3d ToNNId NavIdhdl SIGRIR 3169 foTabI g1 ARDIS
1S, 3MTFall TATAADT SRR AR J1S YUt I SATTARITG ATaet! BT IXS JNUDT & | A by 3b, Sb
aer i Az uRIY (RAfAhol), 3aTcTudive Sabd TAIRIIAAS SlUIc, oluTeT a1 Az ARIFTDT IGIT IRDI & |

JFURT YDHUT [G1ASHI0T AT JMED UfgdIol (KYC):

et AFURY LEIBUT FAT INADBATE BHATBATIIT [T oM fGTIGHUT AFACET oUTeT IAE Sdbet dId AT
JTEDBEDD! JED Uledlel [T SEaiEies Jiol, fAfdtoet BRI BRIGREI®! g AEIddc Ufdadael Ul
JTof DR & | A1, SchadT TR YSHBUT IARUT AT AT oiUTeT IE St A TAISTADT [IAVED,
UAaCIaD JSTIS URT JTol, UMY LD T (JfoT AT36sIRT) fOTdRUT Ual, 2068 TN ArchT ALMeleT JAlfar b Jtot
JITTGEIS BABE I I>aIcich AlATTCTS SMAAD JobId fEof IRDT & | JMET SIafian A AT IJRDBT YA
BfFT D! IR a0 I TBR (D! &

® JIFUMRY YLIHUT AR, MAHaAIGD! AT FoNG GGl der fIeTRIbl BAIAR®! UAR JFact i
SoToN fSTIG>10T JFSCEIIT AMCA TAT SIGARAMRE &1 [ADBIAT TChIARBATS [STATHT DU JEAST I AT
HChIRDEIC SCTS Uot Adol IAID! SR BABET I SMAAD SATIAT JToiddT TN b cATIATTSTES
fordR1aT ot JMRTD! & |

® JFURN YLIHRUI fOIdRUI, 3MccbdIcd! [ cTomol oIl dl [AGRIBRI FlAIRD! YR Jddctl &
ST fSTooIUT Jdaotl JModR SNMAAGDD! FEAAST I FNAAD! SMERAT AT BRATAIGB D! 3STIN
forSIeTuT SR LT JTRED! UIAGTICTS JIgeT BTheT JIot dAT AT BIfcadeiclls AU Jloi cATIATUGTTS
foTERTaT 3ot JMRTHD! & |
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o 3GaRIMRE FEA AT IGBU ST AFUMT LLIDBUT FAT MATBATE BHATIBEIIST (AT OGN fSTaTRUT JFTcEn
ITIATEB D! UTGTeT JTot JMALAD oifd forrar den sofeefesadr yeRIaaider J1ed! & |

o JFUMRY BT T JTHATE BEATBEATIST [T TGN fTARUT AFEGER et IR BIFDBIRATAID! AATEIs
U JfeT I IsTTcAch Al AdHeT Ufdgal URT et J1fTH! & |

® JTURY LIDHUT STaRUT AFSGEN Vo, fOTRIAACH I foTIdTeIehISl foTdbINIeT Arebad! SfaJTd cIdIADT dBIicadel
JodcE UfddGel 3uR Jafel JTol J1RED! & |

® JIUR YIBUT AT 3NMAhAG BHATHEUS i oMl FIaRUT Adecel Yfddceich! forafoid  BUat
JoRIdciichol I JGUM LIchUT AT SMcchdld] BhAThAUd i S1olell Jdactn SNRAA LelcbUTh! Sl
MAAD BEH TNTIDT B | TP ol IRDIADBRI A5UADD! JASHcadN JFURT TdUT qA JAHaret
orfdT R ool fSTaRUT AdEetl AN JioeT I AML/CFT Idactn foriaids foiaoraiaic Und fordiel
BIfGaIeIaT ST JMaYAD S IERNE cATIAUGATS G, JJUICIGND! JGTATDI SRS MARAD 3IIIdIeT
JTejanT A1 JsTTeIds JfATISAT AAd UIIAGHT U JTot IRDT AA AFIHANAT TSI SToTabTl IRISGE | 3 Al
6T NI a¥ Q0T/T3 T ST T USH TAD! & |

e I O JNMED URATST (KYC) I JFURY Iap=UTahT AN bl BaRIGDeNS SFEmafds Ik FERAART
debet fORGAR I JTTGH! AMTAED MG JIG  JMIIBD! 8 | AYD! A dcpot alfiicd B Aol ggrar
3ridbeTer Sitd (Skill Assessment Test) I Ja BaaARIGTS I AN Siforarsf TgaToT ggf ol carawen I Aradr
YSTabSt Bifeaerel JR®T 8 | A Ad cATIAEBD! A URUH IGBU Sdbah! MG Ugdmel (KYC) I JFurd
EIBUT AT SN [GRISTEB D! 3TUICToN JoaNSIold Iaah! B |

Q. I JRATAST TAT 3igfUlciol :

SebeDT T>TlcTcs JfAM T CATIATIST JTATITA JRAAeT BRI I¥o! [N UG I G6 &S LD & | bt
JATATE JRIG AFsaE Fofgefomzdr guf uRuieial 18 SMedT & | IsAlcics AAADT IS ICIIGL Ladl
BIHARNED TS I JBAEIC ANPUDT STV AT TATIATEHD! YUt URUISTST IBT Bol | §db BT Toedsl
MM foTIaT qor ATTGE fTATTDBIY TBIIBLAIT [T M TERNGTRS D! YUt JUSHAT UISTell JTet Ufas, & | Sabet
fOTITGIERIST fSTahTT TRl TTgjereh! URUTGIGahT THITIT T GlaTs URERITarasT ST Ufer ARAITA JATIGICTS SMhal Ieg
UIAHB AT AR Mol Bdcd I GIACTD! BUI 78 JRAIoTHT eI UeIES JrRTd Jiof Uleg D! & |
ST STt MG ScbeT IR CATIAT TN JRATIST TBISHI I1661 I HIAD BUAT JRAATD! XAIDY SIg[ITdeT
JTof JTRED! & | ST AMedlRdD SIATUIEIUT [ISTITST JIATITT JRATAST JITGEN SNUTA G SBLIRT S J1REdsT der
31631 UAfeAd i fordRTeianT URUIGTGl 8T8 GlaTuch] aRIcis AU JfARad Jlol IR 8 |

Q0. JRATA ATANMTD ITIEIACT :

RO fITHTA ST&TSH (STENRUT IIRBI FERARDES AIIEIG! JTo! AT IUTeT I Siche foTelfuT JTYchT ofifel foTdichT Srefiaian
IR Japet AMBaT Je GBI Bl 9 UIRTT Idhat ATATT AT IAENACAD! fAfdeal BIRIFHARS b
Jd O1¢ 3D & | IR AT [AUsel aofd] SIgedl (T AIa At JSTARId, fEefi Al qa sigarad! [(er
JTeiepT ST fAfdTeal QAMRAT Tl DG DBRITET b [T AGRATDT BIAhdIRS JdlcTel JTo, [eneffgsdr Afdras
3GeIGich! ST BIFIGT YTl Jlof, 3td RIg BT J1ef J1ier Arel @il (Research) @1 &1 3igieTal (Research
Grant) UGTel JTof ST¥dT BIIES JIRE 3MUD! & | Ut I Sbad! BT forRTel adNfIal Sbet ANe SiaferDy
Je MBI 9 U JIADTA ATHIBTeb JaREIIed BhATcboiuchl AT Aol IRl 8 | JIATITT AT
JTREIIcd hINII HINGT SIaftiehl Je Folbich! 9 YAt §ol 3M3al 3.Q0,TY, QY0 fAfSAIsIel J1REMD! B, 3o Sifticall
Iy 3. 660,493 IRDI RN |
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JRREIGIRIOTDT AFTGE TAT AU USRS Jaol cAaZ

I BRI Jabal 20T3 3RIR FIiIGA AT STgall AIAUD JLAREGHD! AXAT 898 Tl JAATENRUT JAREGD!
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COMPARATIVE FINANCIAL HIGHLIGHTS

NPR in million unless stated otherwise

PARTICULARS 2082-83 2081-82 INCREASE/ DECREASE CHANGE %
Statement of Financial Position

Total assets 75,656.63 71,454.57 4,202.05 5.88%
Total loans and advances 57,623.16 54,215.27 3,407.89 6.29%
Investment securities 13,751.32 12,290.94 1,460.38 11.88%
Total deposit 66,743.63 63,501.74 3,241.89 5.11%
Share capital 4,211.93 3,510.85 701.08 19.97%
Equity Share Capital 3,861.93 3,510.85 351.08 10.00%
Preference Share Capital 350.00 - 350.00 100.00%
Total equity 6,981.22 5,937.46 1,043.76 17.58%
Profit or Loss

Net interest income (NII) 2,439.07 2,318.49 120.58 5.20%
Total operating income 2,869.88 2,701.30 168.57 6.24%
Impairment charge/ (reversal) 142.45 418.13 (275.68) -65.93%
Total operating expenses 1,353.74 1,242.69 111.06 8.94%
Operating profit 1,373.69 1,040.49 333.20 32.02%
Profit before income tax 1,319.65 992.93 326.72 32.90%
Profit after tax 908.60 669.75 238.84 35.66%
Other information

Earning per share (For Equity shareholders only)(Rs.) 23.16 19.08 4.09 21.42%
Net assets value per share (Equity shareholders only)(Rs.) 171.7 169.12 2.59 1.63%
Numbers of equity shares (in numbers) 38,619,308 35,108,462 3,510,846 10.00%
Regulatory Ratio

Cash reserve ratio (CRR)(%) 4.20 4.2 0.08 1.87%
Statutory liquidity ratio (SLR)(%) 23.22 22.79 0.43 1.89%
Liquidity Ratio (%) 25.12 24.49 0.63 2.57%
Capital adequacy ratio (%) 14.16 12.58 1.68 12.58%
Tier-1(%) 11.68 9.91 1.77 17.84%
Tier-11(%) 2.49 2.67 (0.18) -6.92%
CD ratio (%) 86.34 85.38 0.96 1.12%
Assets Quality

Performing assets 55,446.85 52,321.33 3,125.52 5.97%
Non performing assets 2,176.31 1,893.94 282.38 14.91%
NPL % 3.78 3.49 0.29 8.22%
Loan loss provision fund to Non performing assets (%) 121.62 132.23 (10.61) -8.03%



LAST FIVE YEAR'S PERFORMANCE HIGHLIGHTS

STATEMENT OF FINANCIAL POSITION

aifas ufddee

NPR in million unless stated otherwise

PARTICULARS 2082-83 2081-82 2080-81 2079-80 2078-79
Assets

Cash and Cash Equivalent 1,492.92 1,786.65 1.774.37 4,193.07 6,299.34
Due from Nepal Rastra Bank 2,644.11 2,724.03 2,396.95 2,167.39 1,234.52
Placement with Bank and Financial Institutions - - - - -
Derivative Financial Instruments - - - - -
Other Trading Assets = - - - -
Loans and Advances to BFls 1,584.46 2,537.88 3.,121.68 2,195.09 1,798.62
Loans and Advances to Customers 54,203.87 50,077.50 45,979.61 43,851.34 42,362.43
Investment Securities 13,751.32 12,290.94 11,696.21 7,920.49 6,261.36
Current Tax Assets - - - 38.78 34.22
Investment in Subsidiaries - - - - -
Investment in Associates - - - - -
Investment Property 364.06 354.18 352.14 374.30 237.68
Property and Equipment 826.33 932.12 991.49 1,135.49 1,200.77
Goodwill and Intangible Assets 12.32 13.30 13.64 14.16 14.79
Deferred Tax Assets 58.16 32.46 54.01 82.51 75.19
Other Assets 719.08 705.51 808.92 608.53 362.79
Total Assets 75,656.63 71,454.57 67,189.03 62,581.15 59,881.70
Liabilities

Due to Bank and Financial Institutions 566.11 667.44 626.69 2,263.44 4,303.59
Due to Nepal Rastra Bank - - - - 2,809.54
Derivative Financial Instruments - - - - -
Deposits from Customers 66,177.52 62,834.30 59,066.71 53,472.41 46,256.07
Borrowings = - - - -
Current Tax Liabilities 5.02 11.70 24.76 - -
Provisions 28.19 26.95 16.49 17.94 16.05
Deferred Tax Liabilities - - - - -
Other Liabilities 902.70 979.61 1,073.80 1,096.50 1,137.73
Debt Securities Issued 995.87 997.1 996.23 995.16 994.14
Subordinated Liabilities - - - - -
Total Liabilities 68,675.40 65,517.11 61,804.68 57,845.45 55,517.12
Equity

Share Capital 4,211.93 3,510.85 3,281.16 3,281.16 3.142.58
Share Premium - - - - -
Retained Earnings 612.68 587.58 411.20 52.76 146.72
Reserves 2,156.61 1,839.04 1,691.98 1,401.78 1,075.28
Total Equity Attributable to Equity Holders 6,981.22 5,937.46 5,384.34 4,735.70 4,364.58
Non Controlling Interest = - - - -
Total Equity 6,981.22 5,937.46 5,384.34 4,735.70 4,364.58
Total Liabilities and Equity 75,656.63 71,454.57 67,189.03 62,581.15 59,881.70
Contingent Liabilities and Commitments 2,246.43 2,310.15 2,653.10 2,389.88 2.192.24
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LAST FIVE YEAR'S PERFORMANCE HIGHLIGHTS

STATEM E NT 0 F PRO FlT 0 R I—OSS NPR in million unless stated otherwise
PARTICULARS 2082-83 2081-82 2080-81 2079-80 2078-79
Interest Income 5,221.02 5,948.66 7.040.45 7.302.57 5,836.29
Interest Expense 2,781.96 3,630.17 4,907.91 5,234.90 3,902.19
Net Interest Income 2,439.07 2,318.49 2,132.54 2,067.66 1,934.10
Fee and Commission Income 373.74 335.73 298.47 264.27 295.33
Fee and Commission Expense 25.30 25.50 28.98 22.62 13.52
Net Fee and Commission Income 348.44 310.23 269.49 241.65 281.81
Net Interest, Fee and Commission Income 2,787.51 2,628.72 2,402.03 2,309.32 2,215.91
Net Trading Income 0.71 0.76 0.49 0.05 0.10
Other Operating Income 81.66 71.83 124.31 12.87 39.59
Total Operating Income 2,869.88 2,701.30 2,526.83 2,322.04 2,255.60
Impairment Charge/ (Reversal) for Loans and Other Losses 142.45 418.13 358.20 522.69 284.13
Net Operating Income 2,727.43 2,283.17 2,168.63 1,799.35 1,971.47
Operating Expense

Personnel Expenses 893.72 797.36 761.18 721.63 698.61
Other Operating Expenses 310.69 287.06 266.93 253.91 218.24
Depreciation & Amortization 149.33 158.26 172.64 184.61 189.75
Operating Profit 1,373.69 1,040.49 967.89 639.19 864.88
Non Operating Income 2.55 3.79 0.70 - -
Non Operating Expense 56.59 51.35 69.99 108.39 17.13
Profit Before Income Tax 1,319.65 992.93 898.60 530.81 847.74
Income Tax Expense

Current Tax 431.80 323.96 317.70 186.89 279.44
Deferred Tax (20.74) (0.78) (0.93) (17.44) (21.78)
Profit for the Period 908.60 669.75 581.83 361.36 590.09

Profit Attributable to:

Equity-holders of the Bank 894.53 669.75 581.83 361.36 590.09
Non-Controlling Interest = - - - -
Profit for the Period 894.53 669.75 581.83 361.36 590.09

Earnings per Share
Basic Earnings per Share 23.16 19.08 17.73 11.01 18.78
Diluted Earnings per Share 23.16 19.08 17.73 11.01 18.78
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VALUE ADDED STATEMENT

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

community, shareholder and expansion and growth of the Bank.
NPR in million unless stated otherwise

PARTICULARS 2082-83 2081-82 CHANGES
Interest Earned 5,221.02 5,948.66 -12.23%
Other Income 433.35 386.61 12.09%
Interest Expense 2,781.96 3,630.17 -23.37%
Other Operating Expenses 367.28 338.41 8.53%
Value Added by Banking Services 2,505.14 2,366.69 5.85%
Impairment 142.45 418.13 -65.93%
Gross Value Added 2,362.70 1,948.55 21.25%

Application Statement
To Employees

Salaries and other benefits 893.72 797.36 12.08%
To Government

Income Taxes 431.80 323.96 33.29%
To Community

Corporate Social Responsibility 9.09 6.70 35.66%
To Share Holders

Dividend and Bonus Share 591.50 555.36 6.51%
To Expansion and Growth

Reserve and Surplus 308.01 107.69 186.00%
Depreciation and Amortization 149.33 158.26 -5.64%
Deferred Tax (20.74) (0.78) 2544.19%
Total Value Added - Allocation 2,362.70 1,948.55 21.25%
MARKET VALUE ADDED

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

value.
NPR in million unless stated otherwise

PARTICULARS 2082-83 2081-82
Market Price per share 474.00 500.69
Number of equity shares 38.62 35.1
Total Market Value 18,305.55 17,578.46
Book Value per Share 171.71 169.12
Number of equity shares 38.62 35.1
Total Book Value 6,631.22 5,937.46
Market Value Added 11,674.33 11,641.00
ECONOMIC VALUE ADDED

Economic Value Added (EVA) is a financial performance measurment tool which is an estimate of a Bank's economic
profit, or the value created in excess of the required return of the Bank's shareholders. EVA is the profit earned by the

Bank less the cost of financing the Bank's capital.
NPR in million unless stated otherwise

PARTICULARS 2082-83 2081-82
Net Profit after tax 908.60 669.75
Average Shareholder Fund 6,459.34 5,660.90
Cost of Capital 9% 9%
Cost of Capital Employed 581.34 509.48

Economic Value Added 327.25 160.27
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N. B. S. M. & Associates

INDEPENDENT AUDITOR’S REPORT
To The Shareholders of M/s Kamana Sewa Bikas Bank Limited

Report on the Audit of Financial Statements

Opinion

We have audited the accompanying Financial Statements of Kamana Sewa Bikas Bank Limited
(referred to as the “Bank”), which comprises the Statement of Financial Position as at Ashadh 32,
2083 (July 16, 2026), and the Statement of Profit or Loss, Other Comprehensive Income, Statement

of Changes in Equity and Statement of Cash Flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

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

Basis for Opinion

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

Key Audit Matters

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

S. No. Key Audit Matters Auditor's Response

Qur audit approach included:

a) Interest Income:
The Bank implemented NRB's Guidance
e > a. Obtained understanding of the Bank's
implementation framework and tested

Note on Interest Income Recognition, 2025.
The guidelines require staging of loans

(Stage 1, 2, 3) with different recognition
methods - accrual basis for Stage 1 & 2
based on coupon interest rate and cash
basis (incremental) for Stage 3 assets. The
transitional arrangement involves complex
quarterly tracking at account level and
reconciliation between interest suspense,
Given the significant system changes,
manual interventions during transition, and
risk of misstatement in interest income, we
considered this as a key audit matter.

quarterly interest computation processes
at account level.

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

c. For Stage 3 assets, tested cash basis
approach by tracing collections to bank
statements,  recalculating interest
suspense movements, and verifying that
suspense doesn't exceed accrued
interest.

“ MOORE




b)

Investment valuation, identification and
impairment:

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

Impairment of Loans and Advances:

Requirement under NFRS 9@ read with
(carve-out on NFRS-9 issued by ICAN
dated 2082/05/09 and opted by Bank),
bank shall measure impairment loss on
loans and advances at the higher of:
a) Amount derived as per norms
_prescribed by NRB for loan loss

5.5 of NFRS adopting the
expected credit loss model

As per the norms prescribed by the NRB,
provision at the prescribed rate shall be
created on the loans and advances based
on overdue status of loans and advances as
well as utilization status of the facility,

- status of security etc. Hence, assessment of

availability and accuracy of data for
impairment under NRB provisioning norms is

~ regarded as key audit matters.

Expected credit losses of loans and
advances measured at amortized cost as
disclosed in Note 3.4.7 (Notes io the
Financial Statements)

This was a key audit matter due to
* The involvement of  significant

management judgements, assumptions
and level of uncertainty associated with

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

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

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

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

Our audit approach included:

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

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

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

our report.

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

e. Tested the completeness, accuracy and
reasonableness of the underlying data
used in the expected credit loss
computations by agreeing details to




d)

estimating future cash flows to recover
such loans and advances; and

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

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

Information of such key estimates,
assumptions and judgements are disclosed
in Note 3.4.7.

Information Technology:

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

relevant  source  documents and
accounting records of the Bank.

Evaluated the reasonableness of credit
quality assessments and related stage
classifications.

In addition to the above, the following
procedures were performed:

g.

h.

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

Tested the arithmetical accuracy of the
underlying individual impairment
calculations.

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

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

> Tested the key inputs and the calculations

used in the impairment for expected
credit losses.

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

scenario.

Assessed the adequacy of the related
financial statement disclosures set out in
Disclosure 5.8 (Nofes to Financial
Stotements)

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

a.

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

Verification of the interest income and
expense booking regarding loan and




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

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

the test check basis

Other Information

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

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

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

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

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

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

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

Auditor's Responsibilities for the Audit of Financial Statements

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

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

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

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

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




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

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

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

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

Report on Other Legal and Regulatory Requirements

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

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

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

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

For NBSM & Ass iates
Chartered Accol \

CA. Durga Pr
Senior Partner
Date: 07 August 2026

Place: Naxal, Kathmandu, Nepal

UDIN: 26084 0CRAODUbY O,bBca



STATEMENT OF FINANCIAL POSITION

aIfies yradeer

As on 32 Ashadh 2083

Amount in Rs.
PARTICULARS NOTE CURRENT YEAR PREVIOUS YEAR
Assets
Cash and Cash Equivalent 4.1 1,492,916,101 1,786,654,797
Due from Nepal Rastra Bank 4.2 2,644,109,552 2,724,031,338
Placement with Bank and Financial Institutions 4.3 = -
Derivative Financial Instruments 4.4 = -
Other Trading Assets 4.5 = -
Loans and Advances to BFls 4.6 1,584,461,749 2,537,879,119
Loans and Advances to Customers 4.7 54,203,871,013 50,077,497,277
Investment Securities 4.8 13,751,321,311 12,290,942,521
Current Tax Assets 4.9 = -
Investment in Subsidiaries 4.10 = -
Investment in Associates 4.1 = -
Investment Property 412 364,060,168 354,180,029
Property and Equipment 413 826,326,286 932,123,307
Goodwill and Intangible Assets 4.14 12,318,291 13,304,569
Deferred Tax Assets 4.15 58,158,540 32,455,525
Other Assets 4.16 719,083,659 705,505,466
Total Assets 75,656,626,669 71,454,573,948
Liabilities
Due to Bank and Financial Institutions 4.17 566,106,644 667,439,221
Due to Nepal Rastra Bank 4.18 = -
Derivative Financial Instruments 4.19 = -
Deposits from Customers 4.20 66,177,524,639 62,834,301,164
Borrowings 4.21 = -
Current Tax Liabilities 4.9 5,020,453 11,699,214
Provisions 4.22 28,186,617 26,950,201
Deferred Tax Liabilities 4.15 = -
Other Liabilities 4.23 902,700,791 979,614,600
Debt Securities Issued 4.24 995,865,317 997,108,939
Subordinated Liabilities 4.25 = -
Total Liabilities 68,675,404,461 65,517,113,338
Equity
Share Capital 4.26 4,211,930,815 3,510,846,195
Share Premium = -
Retained Earnings 612,683,080 587,575,801
Reserves 4.27 2,156,608,314 1,839,038,613

Total Equity Attributable to Equity Holders

6,981,222,208

5,937,460,610

Non Controlling Interest

Total Equity

6,981,222,208

5,937,460,610

Total Liabilities and Equity 75,656,626,669 71,454,573,948
Contingent Liabilities and Commitments 4.28 2,246,431,938 2,310,147,397
Net Assets Value per share 171.71 169.12

SUDEEP ACHARYA HEM BAHADUR KC
CHAIRMAN HEAD - FINANCE & TREASURY

DINESH THAKALI
CHIEF EXECUTIVE OFFICER

DATE: 07 AUGUST, 2026
PLACE: KATHMANDU

BHIM PRASAD TULACHAN
CHATURAKHAR ADHIKARI
BALARAM BARAL
BISHWESHWAR SUBEDI
PAWAN KUMAR SHARMA
SRIJANA DANGAL
DIRECTORS

As per our report of even date
CA. DURGA PRASAD GNAWALLI, FCA

SENIOR PARTNER
N.B.S.M. & ASSOCIATES

CHARTERED ACCOUNTANTS
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STATEMENT OF PROFIT OR LOSS

For the year ended 32 Ashadh 2083

AmountinRs.

PARTICULARS NOTE CURRENT YEAR PREVIOUS YEAR
Interest Income 4.29 5,221,024,645 5,948,664,602
Interest Expense 4.30 2,781,955,475 3,630,170,436
Net Interest Income 2,439,069,170 2,318,494,165
Fee and Commission Income 4.31 373,743,997 335,726,086
Fee and Commission Expense 4.32 25,303,943 25,496,010
Net Fee and Commission Income 348,440,054 310,230,076
Net Interest, Fee and Commission Income 2,787,509,224 2,628,724,241
Net Trading Income 4.33 707,675 755,484
Other Operating Income 4.34 81,659,283 71,825,247
Total Operating Income 2,869,876,182 2,701,304,972
Impairment Charge/ (Reversal) for Loans and Other Losses 4.35 142,447,482 418,131,595
Net Operating Income 2,727,428,700 2,283,173,377
Operating Expense

Personnel Expenses 4.36 893,716,152 797,361,610
Other Operating Expenses 4.37 310,692,662 287,060,947
Depreciation & Amortization 4.38 149,332,245 158,263,160
Operating Profit 1,373,687,641 1,040,487,660
Non Operating Income 4.39 2,547,142 3,794,945
Non Operating Expense 4.40 56,587,129 51,353,617
Profit Before Income Tax 1,319,647,655 992,928,988
Income Tax Expense

Current Tax 4.41 431,795,768 323,962,147
Deferred Tax (20,743,156) (784,482)
Profit for the Period 908,595,043 669,751,323
Preference Dividend 14,067,123 -
Profit for the Period after preference dividend 894,527,920 669,751,323
Profit Attributable to:

Equity-holders of the Bank 894,527,920 669,751,323
Non-Controlling Interest = -
Profit for the Period 894,527,920 669,751,323
Earnings per Share

Basic Earnings per Share 23.16 19.08
Diluted Earnings per Share 23.16 19.08

SUDEEP ACHARYA HEM BAHADUR KC
CHAIRMAN HEAD - FINANCE & TREASURY

DINESH THAKALI
CHIEF EXECUTIVE OFFICER

DATE: 07 AUGUST, 2026
PLACE: KATHMANDU

BHIM PRASAD TULACHAN

CHATURAKHAR ADHIKARI
BALARAM BARAL

BISHWESHWAR SUBEDI
PAWAN KUMAR SHARMA

SRIJANA DANGAL
DIRECTORS

As per our report of even date
CA. DURGA PRASAD GNAWALLI, FCA

SENIOR PARTNER
N.B.S.M. & ASSOCIATES

CHARTERED ACCOUNTANTS



STATEMENT OF OTHER COMPREHENSIVE INCOME

For the year ended 32 Ashadh 2083
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Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Profit for the year 908,595,043 669,751,323
Other Comprehensive Income, Net of Income Tax - -
a) Items that will not be reclassified to profit or loss - -
Gains/(losses) from investment in equity instruments measured at fair value (16,532,863) 74,474,869
Gains/(losses) on revaluation = -
Actuarial gains/(losses) on defined benefit plans - -
Income tax relating to above items 4,959,859 (22,342,461)
Net other comprehensive income that will not be reclassified to profit or loss (11,573,004) 52,132,409
b) Items that are or may be reclassified to profit or loss - -
Gains/(losses) on cash flow hedge - -
Exchange gains/(losses)arising from translating financial assets of foreign operation) = -
Income tax relating to above items = -
Reclassify to profit or loss = -
Net other comprehensive income that are or may be reclassified to profit or loss = -
c) Share of other comprehensive income of associate accounted as per equity method = -
Other Comprehensive Income for the year, Net of Income Tax (11,573,004) 52,132,409
Total Comprehensive Income for the Period 897,022,039 721,883,731
Total Comprehensive Income attributable to:
Equity-Holders of the Bank 897,022,039 721,883,731
Non-Controlling Interest = -
Total Comprehensive Income for the Period 897,022,039 721,883,731

SUDEEP ACHARYA HEM BAHADUR KC BHIM PRASAD TULACHAN

CHAIRMAN HEAD - FINANCE & TREASURY CHATURAKHAR ADHIKARI
BALARAM BARAL
BISHWESHWAR SUBEDI

DINESH THAKALI PAWAN KUMAR SHARMA

CHIEF EXECUTIVE OFFICER SRIJANA DANGAL
DIRECTORS

DATE: 07 AUGUST, 2026
PLACE: KATHMANDU

As per our report of even date
CA. DURGA PRASAD GNAWALLI, FCA

SENIOR PARTNER
N.B.S.M. & ASSOCIATES

CHARTERED ACCOUNTANTS
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STATEMENT OF CHANGES IN EQUITY
For the year ended 32 Ashadh 2083

PARTICULARS

SHARE
CAPITAL

SHARE
PREMIUM

GENERAL
RESERVE

EXCHANGE
EQUALIZATION
RESERVE

Balance at Shrawan 1, 2081
Adjustment/Restatement
Adjusted/Restated balance as on Shrawan 1,2081

3,281,164,669

3,281,164,669

845,877,892

845,877,892

1,110,974

1,110,974

Comprehensive Income for the year
Profit for the year
Other Comprehensive Income, Net of Tax
Gains/(losses) from investment in equity instruments measured at fair value
Gains/(losses) on revaluation
Actuarial gains/(losses) on defined benefit plans
Gains/(losses) on cash flow hedge
Exchange gains/(losses)
(arising from translating financial assets of foreign operation)
Total Comprehensive Income for the year

Transfer to Reserves during the year
Transfer from Reserves during the year

136,082,985

275,527

Transactions with Owners, directly recognized in Equity
Share Issued
Share Based Payments
Dividend to Equity-Holders
Bonus Shares Issued
Cash Dividend Paid
Other
Total Contributions by and Distributions

229,681,527

229,681,527

136,082,985

275,527

Balance at Ashadh 31, 2082

3,510,846,195

981,960,877

1,386,501

Balance at Shrawan 1, 2082

3,510,846,195

981,960,877

1,386,501

Adjustment/Restatement
Adjusted/Restated balance as on Shrawan 1,2082

3,510,846,195

981,960,877

1,386,501

Comprehensive Income for the year

Profit for the year
Other Comprehensive Income, Net of Tax
Gains/(losses) from investment in equity instruments measured at fair value
Gains/(losses) on revaluation
Actuarial gains/(losses) on defined benefit plans
Gains/(losses) on cash flow hedge
Exchange gains/(losses)
(arising from translating financial assets of foreign operation)
Total Comprehensive Income for the year

Transfer to Reserves during the year
Transfer from Reserves during the year
Transactions with Owners, directly recognized in Equity
Share Issued
Share Based Payments
Dividend to Equity-Holders
Bonus Shares Issued
Cash Dividend Paid
Other
Total Contributions by and Distributions

350,000,000
351,084,620

701,084,620

188,171,066

188,171.066

701,760

701,760

Balance at Ashadh 32, 2083

4,211,930,815

1,170,131,943

2,088,261

SUDEEP ACHARYA
CHAIRMAN

HEM BAHADUR KC
HEAD - FINANCE & TREASURY

DATE: 07 AUGUST, 2026
PLACE: KATHMANDU

DINESH THAKALI

CHIEF EXECUTIVE OFFICER
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Amount in Rs.

ATTRIBUTABLE TO EQUITY-HOLDERS OF THE BANK

REGULATORY FAIR VALUE | REVALUATION RETAINED CORPORATE OTHER TOTAL TOTAL EQUITY
RESERVE RESERVE RESERVE EARNING SOCIAL RESERVE
RESPONSIBILITY

649,365,921 39,844,756 - 411,201,538 5,829,036 149,948,570 5,384,343,357 5,384,343,357
649,365,921 39,844,756 - 411,201,538 5,829,036 149,948,570 5,384,343,357 5,384,343,357
- - - 669,751,323 - - 669,751,323 669,751,323
- 52,132,409 - - - - 52,132,409 52,132,409
- 52,132,409 - 669,751,323 - - 721,883,731 721,883,731
(171,520,839) (10,663,602) - (99,637,300) 6,697,513 138,765,715 - -
- - - - (4,708,245) - (4,708,245) (4,708,245)
- - - (229,681,527) - - - -
- - -|  (164,058,233) - - (164,058,233) (164,058,233)
(171,520,839) 41,468,807 - 176,374,263 1,989,269 138,765,715 553,117,253 553,117,253
477,845,082 81,313,563 - 587,575,801 7,818,304 288,714,285 5,937,460,610 5,937,460,610
477,845,082 81,313,563 - 587,575,801 7,818,304 288,714,285 5,937,460,610 5,937,460,610
477,845,082 81,313,563 - 587,575,801 7,818,304 288,714,285 5,937,460,610 5,937,460,610
- - - 908,595,043 - - 908,595,043 908,595,043
- (11,573,004) - - - - (11,673,004) (11,5673,004)
- (11,573,004) - 908,595,043 - - 897,022,039 897,022,039
(23,719,992) (32,260,289) - | (329,142,704) 9,085,950 194,265,210 7,101,002 7,101,002
- - - - (7,101,002) - (7,101,002) (7,101,002)
- - - - - - 350,000,000 350,000,000
- - -| (351,084,620) - - - -
- - -| (203,260,440) - - (203,260,440) (203,260,440)
(23,719.992) (43,833,293) - 25,107,279 1,984,949 194,265,210 043,761,598 |  1,043,761,598
454,125,090 37,480,271 - 612,683,080 9.803.253 482,979,495 6,981,222,208 6,981,222,208
BHIM PRASAD TULACHAN BALARAM BARAL PAWAN KUMAR SHARMA As per our report of even date
CHATURAKHAR ADHIKARI BISHWESHWAR SUBEDI SRIJANA DANGAL CA. DURGA PRASAD GNAWALI, FCA

DIRECTORS DIRECTORS DIRECTORS

SENIOR PARTNER
N.B.S.M. & ASSOCIATES

CHARTERED ACCOUNTANTS
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STATEMENT OF CASH FLOWS

For the year ended 32 Ashadh 2083

Amount in Rs.

PARTICULARS

CURRENT YEAR

PREVIOUS YEAR

CASH FLOWS FROM OPERATING ACTIVITIES
Interest Received

Fee and Other Income Received

Dividend Received

Receipts from Other Operating Activities
Interest Paid

Commissions and Fees Paid

Cash Payment to Employees

Other Expenses Paid

Operating Cash Flows before Changes in Operating Assets and Liabilities

(Increase) Decrease in Operating Assets

Due from Nepal Rastra Bank

Placement with Banks and Financial Institutions
Other Trading Assets

Loans and Advances to BFls

Loans and Advances to Customers

Other Assets

Increase (Decrease) in Operating Liabilities

Due to Banks and Financials Institutions

Due to Nepal Rastra Bank

Deposit from Customers

Borrowings

Other Liabilities

Net Cash Flow from Operating Activities before Tax Paid
Income Tax Paid

Net Cash Flow from Operating Activities

4,686,901,658
373,743,997

33,595,921
(2,646,639,014)
(25,303,943)
(803,334,155)
(411,662,211)
1,207,302,253

79,921,786

953,417,370
(4,126,373,737)
(39,281,208)

(101,332,577)
3,343,223,475

(82,356,154)
1,234,521,208
(411,052,612)
823,468,597

5,416,831,917
335,726,086
44,345,928
(3,492,846,224)
(25,496,010)
(739,322,954)
(385,086,210)
1,154,152,633

(327,079,151)

583,801,291
(4,097,889,573)
124,971,985

40,748,506

3,767,589,436

(96,787,503)
1,149,507,523
(323,177,665)
826,329,857

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Investment Securities
Receipts from Sale of Investment Securities

(1,460,378,790)

(594,728,635)

Purchase of Property and Equipment (47,638,508) (90,695,899
Receipts from Sale of Property and Equipment 6,212,079 5,681,097
Purchase of Intangible Assets (4,895,070) (4,138,570)
Purchase of Investment Properties (9,880,139) (2,040,209)
Receipts from Sale of Investment Properties = -
Interest Received 534,122,987 531,832,685
Dividend Received 48,771,037 28,234,803
Net Cash Used in Investing Activities (933,686,403) (125,854,729)
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Contd... Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from Issue of Debt Securities = -
Repayments of Debt Securities = -
Receipts from Issue of Subordinated Liabilities = -
Repayments of Subordinated Liabilities = -
Receipt from Issue of Shares 350,000,000 -
Dividends Paid (203,260,440) (164,058,233)
Interest Paid (90,934,040) (90,652,566)
Other Receipts/Payments (239,326,409) (433,477,496)
Net Cash from Financing Activities (183,520,890) (688,188,296)
Net Increase (Decrease) in Cash and Cash Equivalents (293,738,696) 12,286,832

Cash and Cash Equivalents at Shrawan 01, 2082
Effect of Exchange Rate fluctuations on Cash and Cash Equivalents Held

1,786,654,797 1,774,367,964

Cash and Cash Equivalents at Ashadh 32, 2083

1,492,916,101 1,786,654,797

SUDEEP ACHARYA
CHAIRMAN

DINESH THAKALI
CHIEF EXECUTIVE OFFICER

DATE: 07 AUGUST, 2026
PLACE: KATHMANDU

HEM BAHADUR KC
HEAD - FINANCE & TREASURY

BHIM PRASAD TULACHAN
CHATURAKHAR ADHIKARI
BALARAM BARAL
BISHWESHWAR SUBEDI
PAWAN KUMAR SHARMA
SRIJANA DANGAL
DIRECTORS

As per our report of even date

CA. DURGA PRASAD GNAWALI, FCA
SENIOR PARTNER

N.B.S.M. & ASSOCIATES

CHARTERED ACCOUNTANTS
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STATEMENT OF DISTRIBUTABLE PROFIT OR LOSS

For the year ended 32 Ashadh 2083
(As per NRB Regulation)

Amountin Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Net profit or (loss) as per statement of profit or loss 908,595,043 669,751,323
Appropriations:
a. General reserve (188,171,066) (136,082,985)
b. Foreign exchange fluctuation fund (701,760) (275,527)
c. Capital redemption reserve (142,857,143) (142,857,143)
d. Corporate social responsibility fund (9,085,950) (6,697,513)
e. Employees’ training fund (4,408,067) 4,091,428
f. Other

>Investment Adjustment Reserve (47,000,000) -

>Corporate Social Responsibility Fund Utilization 7,101,002 -

>Fair Value Reserve 32,260,289 10,663,602
Profit or (loss) before regulatory adjustment 555,732,347 398,593,184
Regulatory adjustment:
a. Interest receivable (-)/previous accrued interest received (+) 35,554,655 139,238,844
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 (+) (4,917,345) 45,572,686
e. Deferred tax assets recognized (-)/ reversal (+) (6,917,318) (13,290,691)
f. Goodwill recognized (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognized (-)/reversal (+) - -
h. Actuarial loss recognized (-)/reversal (+) - -
i. Fair value Loss on investment = -
j. Other(+/-) _ ~
Distributable profit or (loss) 579,452,339 570,114,023
Opening Retained Earnings 587,575,801 411,201,538

Adjustment (+/-)*
Distribution:
Bonus Shares Issued

(351,084,620)

(229,681,527)

Cash dividend Paid (203,260,440) (164,058,233)
Total Distributable profit or (loss) as on year end date 612,683,080 587,575,801
Preference Dividend 14,067,123 -
Total Distributable profit or (loss) after preference dividend 598,615,956 587,575,801
Annualised Distributable Profit/Loss per share (For Equity shareholders) 15.50 16.74
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SIGNIFICANT ACCOUNTING POLICIES AND
NOTES TO THE FINANCIAL STATEMENTS

Year ended 32" Ashadh 2083

1. General Information 2. Basis of Prepraration

1.1 Reporting Entity 2.1 Basis of Preparation

Kamana Sewa Bikas Bank Limited is a limited liability
company domiciled in Nepal which has been in operation
in Nepal since 2064/02/24 (2007/06/07). The Bank
is registered with the Office of Company Registrar
as a public limited company and carries out banking
activities in Nepal under the license from Nepal Rastra
Bank as Class “Kha” licensed institution (National Level).
It's registered, and corporate office are at Kathmandu,
Nepal.

The Bank merged with Sewa Bikas Bank Limited in the
Fiscal year 2074/75 and started joint operation from 20th
Shrawan, 2074.

The Bank offers maximum banking services of banking
products and services including loans and advances,
deposits etc. to wide range of clients encompassing
individuals, corporates, large public sector companies,
government corporations, etc. as authorized by the
Nepal Rastra Bank (Central Bank of Nepal).

The Bank is listed on Nepal Stock Exchange and its stock
symbol is "KSBBL".

1.2 Subsidiary/Group

Subsidiaries are investees that are controlled by the
Bank. Control is achieved when the Bank is exposed, or

The Financial Statements of the Bank have been
prepared in accordance with the requirement of 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) and in the format issued by Nepal Rastra

Bank in Directive No. 4 of NRB Directives, 2082. The

Bank has opted for certain carve outs which are briefly

described in Notes to Accounts. The Financial Statement

comprise of:

e Statement of Financial Position (SOFP) stating the
financial position of the Bank as at the end of reporting
period;

e Statement of Profit and Loss (SOPL) and Statement
of Other Comprehensive Income (SOCI) stating the
financial performance of the Bank for the reported
period ended.

e Statement of Cash Flow (SOCF) stating the ability of
Bank to generate Cash and Cash Equivalent.

e Statement of Changes in Equity (SOCE) stating all the
changes in Equity of the Bank during the reporting
period.

e Notes to the Financial Statements comprising
summary of Principal Accounting Policies and
explanatory notes that are of significantimportance to
the users of Financial Statements.

has rights, to variable returns from its involvement with 2.2 Statement of Compliance

the investee and has the ability to affect the returns of The financial statements have been prepared and

those investees through its power over the investee. approved by the Board of Directors in accordance with
Nepal Financial Reporting Standards (NFRS) and as

The bank does not have any subsidiary company. published by the Accounting Standards Board (ASB)
Nepal and pronounced by The Institute of Chartered

1.3 Principal activities of the Bank Accountants of Nepal (ICAN) and in the format issued by

Principal activities of the Bank comprise banking Nepal Rastra Bank in Directive No. 4 of NRB Directives,

services including financial intermediation, trade finance 2082. These financial statements comply with the

services, remittance, treasury, cards and e-banking, requirements of the Companies Act, Banking and

agency services and other ancillary banking services toa Financial Institutions Act and also provide appropriate

diverse clientele encompassing individuals, corporates, disclosures required under regulations of the Securities

multinationals, state owned enterprises, public sector Board of Nepal (SEBON).

companies, developmental aid agencies, embassies,

NGOs and INGOs. 2.3 Reporting Period and approval of

financial statements

For the preparation of financial statement for fiscal year
2082/83, the bank has adopted the NFRS pronounced by
ASB during the fiscal year 2078/79. To comply with the
NFRS provisions following dates have been considered
for the reporting time period.



2.4
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2.6
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FINANCIAL STATEMENTS ENGLISH DATE NEPALI DATE
Reporting Period 17 July 2025 1Shrawan 2082
16 July 2026 32 Ashadh 2083
Comparatives 16 July 2024 1Shrawan 2081
16 July 2025 32 Ashadh 2082

The Board of Directors of the bank has authorized the
financial statement vide its resolution dated 07 August
2026 and recommended for its approval by the Annual
General Meeting of the shareholders.

Responsibility for financial statements:

The board of directors of the Bank is responsible for the
preparation of financial statements of the Bank which
reflects a true and fair view of the financial position
and performance of the Bank. The board is of the view
that the financial statements in its entirety have been
prepared in conformity with the prevailing financial
reporting standards, regulations of the Nepal Rastra
Bank and the requirements of the Companies Act.

The board of directors acknowledges their responsibility
for financial statements as set out in the ‘Statement of
Director’s Responsibility’ and in the certification on the
statement of financial position.

Going Concern

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

Foreign Exchange Transaction

Foreign Exchange Transactions Assets and liabilities
denominated in foreign currencies as on the balance
sheet date have been converted into local currency at
mid-point exchange rates published by Nepal Rastra
Bank after adjustment for effective trading rate.

Functional and presentation Currency

The financial statements of the Bank are presented
in Nepalese Rupees (NPR), which is the currency of
the primary economic environment in which the Bank
operates. Financial information is presented in Nepalese
Rupees. There was no change in the presentation and
functional currency during the year under review. The
figures are rounded to nearest integer, except otherwise
indicated.

2.7

2.8

2.9

Use of Estimates, Assumptions and
Judgment

The Bank, under NFRS, is required to apply accounting
policies to most appropriately suit its circumstances and
operating environment. Further, the Bank is required to
make judgments in respect of items where the choice of
specific policy, accounting estimate or assumption to be
followed could materially affect the financial statements.
This may later be determined that a different choice could
have been more appropriate. The accounting policies
have beenincluded in the relevant notes for each item of
the financial statements and the effect and nature of the
changes, if any, have been disclosed. The NFRS requires
the Bank to make estimates and assumptions that will
affect the assets, liabilities, disclosure of contingent
assets and liabilities, and profit or loss as reported in
the financial statements. The Bank applies estimates in
preparing and presenting the financial statements and
such estimates and underlyingassumptions are reviewed
periodically. The revision to accounting estimates are
recognized in the period in which the estimates are
revised and are applied 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.

Accounting Policies and Changes in
Accounting Polices

There are different accounting principles adopted by
management and these policies are consistently applied
to all years presented except or changes in accounting
policies that has been disclosed separately.

The Bank, under NFRS, is required to apply accounting
policies to most appropriately suit its circumstances and
operating environment. Further, the Bank is required to
make judgments in respect of items where the choice of
specific policy, accounting estimate or assumption to be
followed could materially affect the financial statements.
This may later be determined that a different choice
could have been more appropriate. The accounting
policies have been included in the relevant notes for
each item of the financial statements and the effect and
nature of the changes, if any, have been disclosed.

Reporting Pronouncements

The Bank has, for the preparation of financial statements,
adopted the NFRS pronounced by ICAN. The NFRS
conform, in all material respect, to International Financial
Reporting Standards (IFRS)as issued by the International
Accounting Standards Board (IASB).

However, in order to address the issues faced by Banks
and Financial Institution in the course of effective
implementation of Nepal Financial Reporting Standard-9



(NFRS-9): Financial Instruments, the 354th Meeting of
Council of Institute of Chartered Accountants of Nepal
(ICAN) dated 2082/05/02; has issued the carve-outs on
the recommendation of the Accounting Standards Board
as per section 11 (da) of Nepal Chartered Accountants
Act, 2053 (First Amendment 2059). The carve-out in
force as on date are as follows:

2.9.1 As per Appendix A: Defined terms relating to
Amortised Cost, Amortised cost is the amount at which
the financial asset or financial liability is measured at
initial recognition minus the principal repayments, plus
or minus the cumulative amortisation using the effective
interest method of any difference between that initial
amount and the maturity amount and, for financial
assets, adjusted for any loss allowance.

For the purpose of interest income recognition only,
loss allowance shall be the allowance as per paragraph
5.5 without considering loan loss provision as per the
prescribed regulatory norms of respective industry.

This carve out is not optional and is applicable till FY
2082-83.

2.9.2 As per Para 5.4 read together with appendix A
(Defined Terms) relating to Effective Interest Rate,
Effective interest rate is the rate that exactly discounts
estimated future cash payments or receipts through the
expected life of the financial asset or financial liability to
the gross carrying amount of a financial asset or to the
amortised cost of a financial liability. When calculating
the effective interest rate, an entity shall estimate the
expected cash flows by considering all the contractual
terms of the financial instrument (for example,
prepayment, extension, call and similar options)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 (see paragraphs B5.4.1-B5.4.3),
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 (see paragraphs B5.4.1- B5.4.3),
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 (or group of
financialinstruments), the entity shall use the contractual
cash flows over the full contractual term of the financial
instrument (or group of financial instruments).

As per Appendix A (Defined Terms) relating to credit-
adjusted effective interest rate, Credit adjusted
effective interest rate is the rate that exactly discounts
the estimated future cash payments or receipts through

aifas ufddee

the expected life of the financial asset to the amortised
cost of afinancial asset that is a purchased or originated
credit-impaired financial asset. When calculating the
credit-adjusted effective interest rate, an entity shall
estimate the expected cash flows by considering all
contractual terms of the financial asset (for example,
prepayment, extension, call and similar options) and
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 (see paragraphs B5.4.1- B5.4.3), transaction
costs, and all other premiums or discounts, unless it is
impracticable to determine reliably for financial assets
recognized before end of fiscal year 2082.83 and/
or the amount is immaterial. 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 remaining life of a
financial instrument (or group of financial instruments),
the entity shall use the contractual cash flows over the
full contractual term of the financial instrument (or group
of financial instruments).

The carve-out is optional. If an entity opts to use
this carve-out, it should be disclosed in the financial
statements, including its monetary impact, to the extent
practicable. The carve-out is applicable till FY 2082-83.

2.9.3 As per Para 5.4 Amortised Cost Measurement,
Interest revenue shall be calculated by using the effective
interest method (see Appendix A and paragraphs B5.4.1-
B5.4.7). This shall be calculated by applying the effective
interest rate to the gross carrying amount of a financial
asset except for:

e Purchased or originated credit-impaired financial
assets. For those financial assets, the entity shall
apply the credit-adjusted effective interest rate to
the amortised cost of the financial asset from initial
recognition

e Financial assets that are not purchased or originated
credit-impaired financial assets but subsequently have
become creditimpaired financial assets. For those
financial assets, the entity shall apply the effective
interest rate to the amortised cost of the financial
asset in subsequent reporting periods.

For bank or other financial institutions established /
licensed by appropriate government bodies, interest
revenue can be recognized as per the Guidance Note
issued by respective regulators.

This carve out is not optional and is applicable till FY
2082-83

2.9.4 As per Para 5.5 Impairment read together with
appendix A (Defined Terms) relating to loss allowance,
Loss allowance is the allowance for expected credit
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losses on financial assets measured in accordance with
paragraph 4.1.2, lease receivables and contract assets,
the accumulated impairment amount for financial
assets measured in accordance with paragraph 4.1.2A
and the provision for expected credit losses on loan
commitments and financial quarantee contracts
unless the entity is bank or other financial institutions
established/licensed by appropriate government bodies.
For such entities, loss allowance shall be higher of total
amount derived as per the respective regulatory norms
for loan loss provision or measured as per paragraph 5.5.

This carve out is not optional and is applicable till FY
2082-83.

2.95 As per Para 5.5 Impairment (Recognition of
expected credit losses- General approach), If 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, 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 established /
licensed by appropriate government bodies. Such entity
shall measure loss allowance in line with the Guidance
Note issued by respective regulators.

As per Para 5.5 Impairment (Determining significant
increases in credit risk), If reasonable and supportable
forwardlooking 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 forwardlooking than past
due status (either on an individual or a collective basis)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 canrebut 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.

2.9.6 As per Application Guideline Definition of
Default, B5.5.36 Paragraph 5.5.9 requires that when
determining whether the credit risk on a financial
instrument has increased significantly, an entity shall
consider the change in the risk of a default occurring
since initial recognition. B5.5.37 When defining default
for the purposes of determining the risk of a default
occurring, an entity shall apply a default definition
that is consistent with the definition used for internal
credit risk management purposes for the relevant
financial instrument and consider qualitative indicators
(for example, financial covenants) when appropriate.
However, there is a rebuttable presumption that default
does not occur later than when a financial asset is
90 days past due unless an entity has reasonable and
supportable information to demonstrate that a more
lagging default criterion is more appropriate. The
definition of default used for these purposes shall be
applied consistently to all financial instruments unless
information becomes available that demonstrates
that another default definition is more appropriate
for a particular financial instrument. However, such
rebuttable presumption does not apply for bank or other
financial institution established /licensed by appropriate
government bodies.

This carve out is not optional and is applicable till FY
2082-83

2.10 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.

2.11 Discounting

Non- current assets and liabilities are discounted where
discounting is material. Interest income and expenses
have been recognized on unwinding of financial assets
and liabilities respectively.

2.12 Prior Period Errors

Prior Period Errors are omissions or misstatements in
an entity’'s financial statements. Such omissions may
relate to one or more prior periods. Correction of an
error is done by calculating the cumulative effect of the
change on the financial statements of the period as if
new method or estimate had always been used for all the
affected prior years' financial statements. Sometimes
such changes may not be practicable. In such cases,
it is applied to the latest period possible by making
corresponding adjustment to the opening balance of the
period.



2.13 Materiality and Aggregation

Each material class of similar items is presented
separately in the Financial Statements. Items of
dissimilar nature or function are presented separately,
unless they are immaterial as permitted by the Nepal
Accounting Standard - NAS 1 on ‘Presentation of
Financial Statements’. Notes to the Financial Statements
are presented in a systematic manner which ensures
the understandability and comparability of Financial
Statements of the bank. Understandability of the
Financial Statements is not compromised by obscuring
material information with immaterial information or by
aggregating material items that have different natures
or functions.

2.14 Offsetting

Assets and liabilities, income and expense are reported
separately and no assets and liabilities, or income and
expense are offset unless required or permitted by NFRS.

2.15 Comparative Information
Comparative information is provided in narrative and
descriptive nature, if it is relevant to understand the
current period's financial statement and reclassified
whenever necessary to conform to current vyear
presentation.

2.16 Rounding

The statements have beenrounded off to nearest Rupees
in relevant assertions.

3. Summary of Significant Accounting
Policies

The principal accounting policies applied by the Bank
in the preparation of these financial statements are
presented below. These policies have been consistently
applied to all the years presented unless stated
otherwise.

3.1 Basis of Measurement

The Financial Statements of the Bank have been

prepared on the historical cost basis, except for the

following material items in the Statement of Financial

Position:

e Financial assets and liabilities at fair value through
profit or loss or other comprehensive income are
measured at fair value.

e Liabilities for defined benefit obligations are
recognized at the present value of the defined benefit
obligation less the fair value of the plan assets.

e Financial assets and financial liabilities held at
amortized cost at measured using a rate that is a close
approximation of effective interest rate.
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3.2 Basis of Consolidation
The Bank does not have control over any other entity for
consolidation of Financial Statements.

3.3 Cash and Cash Equivalent

Cashand Cash Equivalentsinclude cashinhand, balances
with banks and money at call and at short notice. These
are subject to insignificant risk of changes in their fair
value and are used by the Bank in the management of
short-term commitments.

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

3.4 Financial Assets and Financial Liabilities
3.4.1 Recognition

The Bank initially recognizes a financial asset or a
financial liability in its statement of financial position
when, and only when, it becomes party to the
contractual provisions of the instrument. The Bank
initially recognize loans and advances, deposits and
debt securities/ subordinated liabilities issued on the
date that they are originated which is the date that the
Bank becomes party to the contractual provisions of
the instruments. Investments in equity instruments,
bonds, debenture, Government securities, NRB bond or
deposit auction, reverse repos, outright purchase are
recognized on trade date at which the Bank commits
to purchase/ acquire the financial assets. Regular way
purchase and sale of financial assets are recognized
on trade date at which the Bank commits to purchase
or sell the asset.

3.4.2 Classification
Financial instruments are classified as

e Financial Assets
e Financial Liabilities

a) Financial Assets

The Bank classifies financial assets as below on the basis
of the Bank's business model for managing the financial
assets and the contractual cash flow characteristics of the
financial assets

e Financial assets measured at amortized cost

e Financial assets measured at fair value through other
comprehensive income.

e Financial assets measured at fair value through profit or
loss

i. Financial assets measured at amortized cost
The Bank classifies a financial asset measured at
amortized cost if both of the following conditions are met:
e The asset is held within a business model whose
objective is to hold assets in order to collect contractual
cash flows and
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e The contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

i.Financial assets measured at fair value through other
comprehensive income

The Bank classifies a financial asset measured at fair
value through other comprehensive income if both of the
following conditions are met:

e The asset is held within a business model whose
objective is achieved by both collecting contractual
cash flows and selling financial assets and

e The contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

Investment in an equity instrument that is not held for
trading and at the initial recognition, the Bank makes
an irrevocable election that the subsequent changes
in fair value of the instrument is to be recognized in
other comprehensive income are classified as financial
assets at fair value though other comprehensive
income. Such assets are subsequently measured at fair
value and changes in fair value are recognized in other
comprehensive income

iii. Financial assets at fair value through profit or loss
The Bank classifies a financial asset measured at fair value
through profit or loss unless it is measured at amortized
cost or fair value through other comprehensive income.

Financial assets are classified as fair value through
profit or loss (FVTPL) if they are held for trading or are
designated at fair value through profit or loss. Upon initial
recognition, transaction cost are directly attributable to
the acquisition are recognized in profit or loss asincurred.
Such assets are subsequently measured at fair value and
changes in fair value are recognized in Statement of Profit
orLoss.

b) Financial Liabilities

The Bank classifies its financial liabilities, other than
financial guarantee contracts and loan commitments, as
follows;

e Financial Liabilities at Fair Value through Profit or Loss
e Financial Liabilities measured at amortized cost

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 cost are directly attributable to the acquisition
are recognized in Statement of Profit or Loss as incurred.
Subsequent changes in fair value is recognized at profit or
loss.

Financial Liabilities measured at amortized cost

All financial liabilities other than measured at fair value
though profit or loss are classified as subsequently
measured at amortized cost using effective interest
method.

3.4.3 Measurement

Initial Measurement

A financial asset or financial liability is measured
initially at fair value plus or minus, for an item not at
fair value through profit or loss, transaction costs
that are directly attributable to its acquisition or
issue. Transaction cost in relation to financial assets
and liabilities at fair value through profit or loss are
recognized in Statement of Profit or Loss.

Subsequent Measurement

A financial asset or financial liability is subsequently
measured either at fair value or at amortized cost
based on the classification of the financial asset
or liability. Financial asset or liability classified as
measured at amortized cost is subsequently measured
at amortized cost using effective interest rate method.

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 collectability.

Financial assets classified at fair value are
subsequently measured at fair value. The subsequent
changes in fair value of financial assets at fair value
through profit or loss are recognized in Statement of
Profit or Loss whereas of financial assets at fair value
through other comprehensive income are recognized
in other comprehensive income.

3.4.4 Derecognition

Derecognition of Financial Assets

The Bank derecognizes a financial asset when the
contractual rights to the cash flows from the financial
asset expire, or it transfers the rights to receive
the contractual cash flows in a transaction in which
substantially all the risks and rewards of ownership of
the financial asset are transferred or in which the Bank
neither transfers nor retains substantially all the risks
and rewards of ownership and it does not retain control
of the financial asset.

Any interest in such transferred financial assets that
qualify for derecognition that is created or retained by
the Bank is recognized as a separate asset or liability.
On derecognition of a financial asset, the difference
between the carrying amount of the asset (or the



carrying amount allocated to the portion of the asset
transferred), and the sum of;

e The consideration received (including any new asset
obtained less any new liability assumed) and

e Any cumulative gain or loss that had been recognized
in other comprehensive income is recognized in
profit or loss.

In transactions in which the Bank neither retains nor
transfers substantially all the risks and rewards of
ownership of a financial asset and it retains control
over the asset, the Bank continues to recognize the
asset to the extent of its continuing involvement,
determined by the extent to which it is exposed to
changes in the value of the transferred asset.

Derecognition of Financial Liabilities

Afinancial liability is derecognized when the obligation
under the liability is discharged or canceled or expired.
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 Statement of Profit or Loss.

3.4.5 Determination of Fair Value

Fair value is the amount for which an asset could
be exchanged, or a liability be settled, between
knowledgeable, willing parties in an arm's length
transaction on the measurement date. The fair value
of a liability reflects its non-performance risk. The
fair values are determined according to the following
hierarchy:

Level 1: Fair value measurements are those derived
from unadjusted quoted prices in active markets for
identical assets or liabilities.

Level 2: Valuations are those with quoted prices for
similar instruments in active markets or quoted prices
for identical or similar instruments in inactive markets
and financial instruments valued using models where
all significant inputs are observable.

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

When available, the Bank measures the fair value of
an instrument using quoted prices in an active market
for that instrument. A market is regarded as active if
quoted prices are readily and regularly available and
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represent actual and reqularly occurring market
transactions on an arm's length basis.

If a market for a financial instrument is not active,
the Bank establishes fair value using a valuation
technique. Valuation techniques include using recent
arm's length transactions between knowledgeable,
willing parties (if available), reference to the current
fair value of other instruments that are substantially
the same, discounted cash flow analysis. The best
evidence of the fair value of a financial instrument
at initial recognition is the transaction price - i.e.
the fair value of the consideration given or received.
However, in some cases, the fair value of a financial
instrument on initial recognition may be different to
its transaction price. If such fair value is evidenced
by comparison with other observable current market
transactions in the same instrument (without
modification) or based on a valuation technique
whose variables include only data from observable
markets, then the difference is recognized in profit
or loss on initial recognition of the instrument. In
other cases, the difference is not recognized in profit
or loss immediately but is recognized over the life of
the instrument on an appropriate basis or when the
instrument is redeemed, transferred or sold, or the
fair value becomes observable. All unquoted equity
investments are recorded at cost, considering the non-
trading of promoter shares up to the date of balance
sheet, the market price of such shares could not be
ascertained with certainty. Hence, these investments
are recognized at cost net of impairment, if any

3.4.6 Offsetting

Financial assets and liabilities are offset and the
net amount presented in the statement of financial
position when, and only when, the group has a legal
right to set off the amounts and it intends either settle
them on a net basis or to realize the asset and settle
the liability simultaneously. Income and expenses are
presented on a net basis only when permitted under
NFRS, or for gains and losses arising from a group of
similar transactions such as in the Group's trading
activity.

3.4.6 Impairment

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 creditlossesif 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, an entity shall measure the
loss allowance of that financial instrument at an
amount equal to 12-month expected credit losses.
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The Bank recognizes in profit or loss, as an impairment
gain or loss, the amount of expected credit losses (or
reversal)that is required to adjust the loss allowance at
the reporting date to the amount that is required to be
recognized in accordance with the standard.

While determiningsignificantincreaseincreditrisk, the
bank uses the change in the risk of a default occurring
over the expected life of financial asset instead of
the change in the amount of expected credit losses.
The Bank compares the risk of default occurring on a
financial instrument as at the reporting date with the
risk of default occurring on a financial instrument as at
the date if initial recognition and considers reasonable
and supportable information, that is available without
undue cost or effort, that is indicative of significant
increase in credit risk since initial recognition. If
such reasonable and supportable forward looking
information is not available without undue cost or
effort, the bank uses past due information.

The Bank measures expected credit losses of a
financial instrument in a way that reflects:

e An unbiased and probability-weighted amount that
is determined by evaluating a range of possible
outcomes.

e The time value of money and

e Reasonable and supportable information that
is available without undue cost or effort at the
reporting date about past events, current conditions
and forecast of future economic conditions.

Further, Bank has followed Expected Credit Loss
Related Guidelines, 2024 issued by Nepal Rastra Bank,
within the requirements of NFRS 9.

NFRS 9- Expected Credit Loss Related Guidelines,
2024

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.

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. An amount equal to
12 month ECL is not only losses expected in next 12
months rather, it is the expected cash shortfalls over
the life of the lending exposure or group of lending
exposures due to loss events that could occur in the
next 12 months.

vi.
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viii.

Twelve month expected credit losses are to be
recognized for financial instruments with low credit
risk or no significant change in credit risk since initial
recognition, at the reporting date. A nil allowance is
rare as ECL estimates are probability weighted amount

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.
Lifetime expected credit losses are to be recognized
for 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.

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).

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. BFls
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.

Indicators of significant increase in credit risk

The recognition of lifetime or 12 month expected credit
losses requires assessment of significant increase in
credit risk since initial recognition. Therefore, the
following conditions (non-exhaustive list) can be
deemed as indicators of significant increase in credit
risk.

More than one month past due

Absolute Lifetime PD is 5% or more

Relative Lifetime PD is increased by 100% or more
Risk rating (internal or external) downgraded by 2
notches since initial recognition

Risk rating downgraded to non-investment grade
by external credit rating agency (BB+ or below) or by
bank's internal credit rating system

Deterioration of relevant determinants of credit risk
(eqg future cash flows) for an individual obligor (or pool
of obligors)

Expectation of forbearance or restructuring due to
financial difficulties

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

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

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

Management decision to strengthen collateral and/or
covenant requirements for credit exposures because
of changes in the credit risk of those exposures since
initial recognition.

Both qualitative and quantitative factors are
encouraged to be considered while assessing whether
there has been significant increases in credit risk.
Accurate identification of drivers of credit risk and
reliable demonstration of linkage between those
drivers and level of credit risk is also critical.

Internal risk rating systems of banks and financial
institutions should include sufficient number of grades
to appropriately distinguish credit risk whilst change in
credit risk can occur prior to a movement in a credit
grade.

For the purpose of determining significant increases
in credit risk and recognizing loss allowance on a
collective basis, banks and financial institutions can
group financial instruments on the basis of shared
risk characteristics. Examples of shared credit risk
characteristics may include, but are not limited to, the:

e instrument/product type

e creditrisk ratings

e collateral type

o date of initial recognition

e remaining term to maturity

e industry/sector

e geographical location of borrower

o value of collateral relative to financial asset only if it
has an impact on probability of default occurring.

Assessment of significant increase in credit risk on a
collective basis may be needed, for example: on group
or sub group of financial instruments, even if evidence
of such significant increases in credit risk at individual
instrument level is not yet available.

In order to assess changes in credit risk since initial
recognition, at each reporting date, itisrecommended
to:

e measure risk of default of retail or other exposures
that have less borrower-specific information via
collective or group assessment (based on shared
risk characteristics) and of exposures classified
under Stage 3 and large exposures via individual
assessment. However, if additional information
becomes available that is considered to have impact
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on repayment capacity of individual borrower
falling within a group assessed via collective
assessment, additional adjustment should be made
in measurement of risk of default factoring in such
information. To measure ECL on collective basis,
among different shared credit risk characteristics
considered, BFIs should at least include credit risk
rating to group or segment exposures.

e assess significant increase in credit risk at
counterparty level and obligor level, if counterparties
under same obligor have business interconnection.

Guidance for computation of Expected Credit Loss
(based on PD, LGD and EAD)

In view of the fact that most ECL models require the
determination of Probability of Default (PD), Loss Given
Default (LGD), Exposure at Default (EAD), BFls are
required to take following factors into account:

ECL=PD*LGD*EAD

Probability of Default (PD)

PD is an estimate of the likelihood of a default over a
given time horizon. With regards to PD estimation, the
following measures are to be considered by BFls:

Derive PD based on historical default migration rates
and/other data, internal and external credit rating etc.
Incorporate forward looking PD information as well
by adjusting PD to its sensitivity to changes in certain
macroeconomic factors.

Use at least five-year historical data, where available,
for calculating PDs and validate any smoothing of data
or inputs by the Risk Management Department.

Can link their internal rating scale to external credit
rating for the determination of PD. However, BFls
should avoid using proxies to compute PDs.

Compute PDs by using a sovereign PD which is linked
to the external credit rating scale, with respect to
exposures denominated in foreign currencies issued
by the foreign sovereigns.

Irrespective of results derived by the model of BFls,
prudential floor of 2.5% for credit exposures PD has
been prescribed as a regulatory backstop measure.
Based on experience of 5 years post implementation
period of this guideline, NRB shall review above
prudential floor.

Loss Given Default (LGD)
LGDisthe percentage of exposure that is not expected
to be recovered in the event of a default.
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Factors to consider for LGD

The BFls are advised to initiate development of LGD
models based on historical data, historical experience
of cash recovery from defaults(including settlements),
cost and time of recoveries and all other relevant and
supportable information (including forward looking
information).

It is recommended to pursue computation of LGD in
the following order:

e Use historical actual recovery rates in first place.

o If historical rates are unavailable, use valuation
(prudential floors) for ECL calculation as outlined in
this guideline taking into account disposal time and
costs until expected disposal of collateral or assets.
However, value of collateral or assets for loans that
have defaulted and BFIs have also not been able to
realize within 5 years of default, cannot be used for
determining loss or recovery rates.

If such net realizable value of collateral or other
sources are reliably undeterminable and BFls are
unable to compute LGDs due to lack of data or inputs,
they are required to obtain approval of the same
from the board of directors. Such BFls are required
to use a minimum LGD of 45 per cent for such credit
exposures.

(Note: BFIs should demonstrate via sound back-
testing that the assumptions used are reasonable
and grounded in observed experience. In this
context, BFls should reqularly back-test their
valuation history (last valuation before the asset was
classified as a NPL or Stage 3) vs. their sales history
(net sales price of collateral).

BFls shall use LGD of O per cent for same currency
denominated cash backed loans with a haircut of over
10 per cent subject to meeting following conditions:

e BFls shall have the right to take legal possession
of such cash deposit, in the event of default, or
insolvency or bankruptcy of borrower.

e All documentation used in cash collateralized
transactions shall be binding on all parties and legally
enforceable.

Exposures backed by Government of Nepal guarantees
shall have minimum LGD of O percent.

All subordinated claims on corporates, banks and
foreign sovereigns will be assigned a minimum of 75%
LGD. A subordinated loan is a facility that is expressly
subordinated to another facility.

BFIs should avoid using proxies to compute LGDs.

Exposure at Default (EAD)

EAD refers to the expected exposure to a borrower in
the event of default. The methodology for EAD varies
according to the nature of product. BFls are required
to consider the following factors, in relation to EAD.

vi.

Since ECL is a forward-looking measure, EAD input will
be forward-looking as well as based on the time period
when the default is likely to occur.

Model tobe developed for computing credit conversion
factor on off balance sheet exposures based on past
experience and forward looking information, which is
required for EAD.

EAD to include all outstanding exposure and off-
balance sheet exposure after adjustment with
contractual cash flows to reflect expected exposure
when default occurs.

For closed end loans, EAD to be capped at maximum
contractual period over which entity is exposed to
credit risk.

BFls are not permitted to use the legally enforceable
contractual period for revolving credit facilities unless
analysis of historical data shows that, in practice,
management action consistently limits the period of
exposure to the contractual period. BFls are expected
to consider all relevant historical information that
is available without undue cost and effort when
determining the exposure period of a revolving credit
facility.

For revolving products (such as overdraft, credit
cards), period longer than actual contractual period
may be required based on past experience and forward
looking information.

Guidance on staging for expected credit losses

Bank and financial institutions are required to
segregate their financial instruments in three stages
for the purpose of measurement of expected credit
loss. 12 months expected creditloss shall berecognized
for stage 1 whereas life time expected credit loss shall
be recognized for stage 2 and stage 3.

Stage 1

Includes the following:

Initially recognized financial instruments, unless it
is purchased or originated credit-impaired financial
assets

Financial instruments that do not have significant
increase in credit risk since initial recognition
Financial instruments that have low credit risk at the
reporting date

For this purpose, instruments with low credit risk
includes:

All exposures on Nepal Government/Province/Local
Level or Nepal Rastra Bank

Exposures fully guaranteed by Nepal Government/
Province/Local Level

Foreign Sovereign exposures having rating BBB- and
above from an external rating agency at the reporting
date.

All exposures on BIS, IMF, EC, ECB and multilateral
development banks with risk weight of 0% as defined
in Capital Adequacy Framework 2015



BFIs are required to determine at each reporting
date as whether the financial instruments meet the
requirement of low credit risk. If the instrument does
not meet the requirement of low credit risk, the BFls
shall determine whether the risk of default on financial
instrumenthasbeenincreasedsignificantly ornotafter
the initial recognition. If the risk has been increased,
the instrument shall be classified under stage 2 and
accordingly life time ECL shall be recognized.

Financial assets in which contractual payments are not
overdue or is overdue for up to one month.

Stage 2

Includes the following:

Financial instruments having significant increase in
credit risk since initial recognition

Financial instruments having contractual payments
overdue for more than one month but not exceeding
three months

Loans classified under ‘Watchlist’ as per NRB Directive
on prudential provisioning

Loans without approved credit line or with credit line
revoked by the bank

Loan that has been restructured/rescheduled but
not classified as non-performing loan as per existing
provisions of NRB directives. However, rescheduling
of instalment/EMI based loans resulting reduction in
number of instalments due to prepayments or change
in number of instalments due to change in interest
rates under floating interest rate are not applicable.
Claims on non-investment grade financial instruments
i.e. with credit rating of BB+ or below

Stage 3

Includes the following:

Financial instruments having contractual payments

overdue for more than three months

BFls consider that the borrower is unlikely to pay its

credit obligations to the bank in full, without realizing

security (if held). The indicators of unlikeliness to pay
includes:

+ bank puts credit obligation on non-accrued status

4+ bank consents to distressed restructuring
of credit obligation resulting in reduction in
financial obligation due to material forgiveness,
postponement of principal, interest

+ bank has filed for debtor’s bankruptcy or a similar
order in respect of the borrower’s credit obligation

+ The bank sells a part of the credit obligation at a
material credit-related economic loss.

4+ The debtor has sought or has been placed in
bankruptcy or similar protection where this would
avoid or delay repayment of the credit obligation.

+ There is evidence that full repayment based
on contractual terms is unlikely without bank's
realization of collateral regardless of whether the
exposure is current or past due by few days
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e Loan is classified as non-performing as per the NRB

prudential provisioning directive.
Credit impaired financial instruments with objective
evidence of impairment.

A financial instrument is credit-impaired when one
or more events that have a detrimental impact on
the estimated future cash flows of that financial
instrument have occurred. Evidence that a financial
instrument is credit-impaired include observable data
about the following events:

+ significant financial difficulty of the issuer or the
borrower

+ a breach of contract, such as a default or past due
event;

+ the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower's
financial difficulty, having granted to the borrower a
concession(s)that the lender(s) would not otherwise
consider;

+ it is becoming probable that the borrower will enter
bankruptcy or other financial reorganization

+ the disappearance of an active market for
that financial instrument because of financial
difficulties; or

+ the purchase or origination of a financial instrument
at a deep discount that reflects the incurred credit
losses.

Credit impaired financial instrument shall also include
credit impaired defined by BFls as per their risk
management practices.

4+ The financial assets classified as purchased or
originated credit impaired (POCl)assets as per NFRS
9. POCI assets also refer to new loans disbursed
during the current reporting period for accounts
that were classified under Stage 3 at previous
reporting date.

Transfer criteria between stages

Transfer from Stage 2 to Stage 1: Where there is
evidence of significant reduction in credit risk, BFls
can upgrade such exposure from Stage 2 to Stage 1.

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

For restructured/rescheduled exposures: BFls need
to monitor restructured/ rescheduled exposures
classified under Stage 3 for a minimum probationary
period of 24 months before upgradation.

Upgrading of stages for exposures should be executed
by Risk Management department in line with policies
approved by the Board of Directors of BFls.
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Forward Looking Information

BFIs should have board approved policies to specify
the sources and methodologies to be used for
economic analysis and forecasting. Wider range of
forward looking information including macroeconomic
factors, for measurement of expected credit loss
need to be considered for formulating such policies.
Information should not be excluded from that process
simply because an event has a low likelihood of
occurring or the effect of that event on the credit risk
or the amount of expected credit losses is uncertain.
BFIs need to employ sound judgment consistent with
generally accepted methods for economic analysis and
forecasting supported by sufficient and reliable data.
Appropriate oversight and an effective internal control
system should be in place to ensure periodic sensitivity
assessment of ECL to each forward-looking parameter
applied and to ensure that bias is not introduced in the
ECL assessment and measurement process.

BFIs may consider a minimum of three economic
scenarios for ECL forecasting: normal, best and worst
case scenarios. For weightages of the economic
scenarios, BFIs may use recognized statistical
methodologies.

BFIs should use the forecasts and projections
published by authentic sources (such as Central
Bureau of Statistics, Nepal Rastra Bank, International
Monetary Fund, World Bank, Asian Development Bank
etc)where available and also other alternative credible
sources when adjusting ECL models to reflect the
economic conditions and forecasts and maintain
documentary evidence for such data.

Loan Loss Provision as per direction of 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 at
1% to 100 % on the basis of classification of loans and
advances, overdraft and bills purchased in accordance
with NRB directives.

Policies Adopted
The bank has considered the impairment on loans and

advances as the higher of total impairment charge
calculated under ECL provision as per NFRS 9 and as
per existing reqgulatory provisions as per NRB directive,
in accordance to ECL guidelines 2024 issued by NRB.

Impairment of investment in equity instrument
classified as fair value though other comprehensive
income

Where objective evidence of impairment exists for
available-for-sale financial assets, the cumulative loss
(measured as the difference between the amortized cost
andthe currentfairvalue, lessanyimpairmentlossonthat
financial asset previously recognized in the statement of
profit or loss) is reclassified from equity and recognized
in the profit or loss. A significant or prolonged decline
in the fair value of an equity security below its cost is
considered, among other factors in assessing objective
evidence of impairment for equity securities.

If, in a subsequent period, the fair value of a debt
instrument classified as available-for-sale increases
and the increase can be objectively related to an event
occurring after the impairment loss was recognized, the
impairment loss is reversed through the statement of
profit or loss. Impairment losses recognized in the profit
or loss on equity instruments are not reversed through
the profit or loss.

3.5 Trading Assets

3.6

Trading assets are those assets that the Bank acquires
orincurs principally for the purpose of trading in the near
term, or holds as a part of a portfolio that is managed
together for short term profit or position taking.

Trading assets are initially recognized at fair value and
subsequently measured at fair value in the statement of
financial position, with transaction costs recognized in
profit or loss. All changes in fair value are recognized as
part of net trading income in profit or loss as regarded as
fair value through profit & loss account.

Derivative financial Instruments

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; that requires no initial investment, or one
that is smaller than would be required for a contract with
similar response to changes in market factors; and that
is settled at a future date.

Forward contracts are the contracts to purchase or sell a
specific quantity of a financial instrument, a commodity,
or a foreign currency at a specified price determined
at the outset, with delivery or settlement at a specified
future date. Settlement is at maturity by actual delivery
of the item specified in the contract, or by a net cash
settlement.

All freestanding contacts that are considered derivatives
for accounting purposes are carried at fair value on the
statement of financial position regardless of whether
they are held for trading or non-trading purposes.
Changes in fair value on derivatives held for trading are



included in net gains/ (losses) from financial instruments
in fair value through profit or loss on financial assets/
liabilities at fair value through profit or loss.

3.7 Property, Plant and Equipment

Recognition

Property, plantand 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. The
Bank applies the requirements of the Nepal Accounting
Standard - NAS 16 (Property, Plant and Equipment)
in accounting for these assets. Property, plant and
equipment are recognized if it is probable that future
economic benefits associated with the asset will flow
to the entity and the cost of the asset can be measured
reliably measured.

Measurement

An item of property, plant and equipment that qualifies
for recognition as an asset is initially measured at
its cost. Cost includes expenditure that is directly
attributable to the acquisition of the asset and cost
incurred subsequentlytoaddto, replace part of anitem of
property, plant&equipment. The cost of self-constructed
assets includes the cost of materials and direct labor,
any other costs directly attributable to bringing the asset
to a working condition for its intended use and the costs
of dismantling and removing the items and restoring the
site on which they are located. Purchased software that
isintegral to the functionality of the related equipment is
capitalized as part of computer equipment. When parts
of anitem of property or equipment have different useful
lives, they are accounted for as separate items (major
components) of property, plant and equipment.

Cost Model

Property and equipment are stated at cost excluding
the costs of day-to-day servicing, less accumulated
depreciation and accumulated impairment in value. Such
costincludes the cost of replacing part of the equipment
when that cost is incurred, if the recognition criteria are
met.

Subsequent Cost

The subsequent cost of replacing a component of an
item of property, plant and equipment is recognized in
the carrying amount of the item, if it is probable that
the future economic benefits embodied within that part
will flow to the Bank and it can be reliably measured.
The cost of day to day servicing of property, plant and
equipment are charged to the Statement of Profit or
Loss as incurred.

Depreciation

Depreciation is calculated by using the written down
value method on cost of the Property, Plant & Equipment
other than leasehold properties. Depreciation on
leasehold properties is calculated by using the straight
line method on cost or valuation of the property. The
rates of depreciations are given below:
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Rate of Depreciation per annum (%)

ASSET CATEGORY FOR THE FOR THE
YEAR ENDED YEAR ENDED
16 JULY 2026 16 JULY 2025

Freehold Buildings 5% 5%
Motor Vehicles 20% 20%
Computer Equipment 25% 25%
Furniture and Fixtures 25% 25%
Office Equipment 25% 25%
Machinery and Others 15% 15%
Leasehold Properties 10% 10%

Other disclosures regarding the depreciation;

.Depreciation for income tax purpose is calculated

separately at the rate and manner prescribed by the
Income Tax Act, 2058.

b.Assets with a unit value of NPR 5,000 or less are

expensed-off during the year of purchase irrespective of
its useful life.

.Leasehold assets and cost of software licenses are

amortized over a period of useful life and in case useful
life cannot be ascertained the bank has the policy to
amortize the cost in five years.

Changes in Estimates
The asset’s methods of depreciation are reviewed, and
adjusted if appropriate, at each financial year end.

Capital Work in Progress

These are expenses of capital nature directly incurred in
the construction of buildings, major plant and machinery
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.

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 Bank incurs in
connection with the borrowing of funds.

De-recognition

The carrying amount of an item of property, plant and
equipmentis derecognized on disposal or when no future
economic benefits are expected fromits use. The gain or
loss arising from de-recognition of an item of property,
plant and equipment is included in the Statement of
Profit or Loss when the item is derecognized. When
replacement costsare recognized inthe carryingamount
of anitem of property, plant and equipment, the
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remaining carrying amount of the replaced part is
derecognized. Major inspection costs are capitalized. At
each such capitalization, the remaining carrying amount
of the previous cost of inspections is derecognized.

Goodwill and Intangible Assets

Recognition

An intangible asset is an identifiable non-monetary
asset without physical substance, held for use in the
production or supply of goods or services, for rental to
others or for administrative purposes. An intangible
asset is recognized if it is probable that the future
economic benefits that are attributable to the asset
will flow to the entity and the cost of the asset can
be measured reliably. An intangible asset is initially
measured at cost. Expenditure incurred on an intangible
item that was initially recognized as an expense by the
Bank in previous annual Financial Statements or interim
Financial Statements are not recognized as part of the
cost of anintangible asset at a later date.

Computer Software & Licenses

Cost of purchased licenses and all computer software
costs incurred, licensed for use by the 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 Bank assumes that there is
no residual value for its intangible assets.

ASSET CATEGORY FOR THE FOR THE
YEAR ENDED YEAR ENDED
16 JULY 2026 16 JULY 2025
Computer Software 5 Years 5 Years
Licences 5 Years 5 Years

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 Investment Property

Investment Properties are land or building or both other
than those classified as property and equipment under
NAS 16 - “Property, Plant & Equipment” and assets
classified as non-current assets held for sale under NFRS
5 - “Non-Current Assets Held for Sale & Discontinued
Operations”. The Bank has recognized as investment
property such land or land & building acquired by bank
as non-banking assets in course of recovery of loans
and advances to borrowers that have turned into chronic
defaulters.

Measurement

Investment properties are initially measured at cost,
including transaction costs. Subsequently all investment
properties are reported at fair value with any gains or
losses in fair value reported in the statement of profit
or loss as they arise. No depreciation is charged in
investment property as they are not intended for the
owner occupied use.

De-recognition

Investment properties are derecognized when they are
disposed of or permanently withdrawn from use since
no future economic benefits are expected. Transfers are
made to and from investment property only when there is
achangeinuse. When the use of a property changes such
that it is reclassified as Property, Plant and Equipment,
its fair value at the date of reclassification becomes its
cost for subsequent accounting.

3.10 Income Tax

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



It establishes provisions where appropriate on the basis
of amounts expected to be paid to tax authorities.

3.10.1 Current Tax

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

3.10.2 Deffered Tax

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

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

The carrying amount of deferred tax assets is
reviewed at each reporting date and reduced to the
extent that it is probable that sufficient profit will be
available to allow the deferred tax asset to be utilized.
Unrecognized deferred tax assets are reassessed at
each reporting date and are recognized to the extent
that it has become probable that future taxable profit
will allow the deferred tax asset to be recovered.
Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply in the year when
the asset is realized or the liability is settled, based
on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date.

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

3.11 Deposits, debts securities issued and

subordinated liabilities

3.11.1 Deposits

Deposits include non-interest bearing deposits,
saving deposits, term deposits, call deposits and
margin deposits. These are financial liabilities of
the bank as there is an obligation to deliver cash
or financial asset back to the depositors and are
measured at amortized cost.
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3.11.2 Debt Securities Issued

Itincludes debentures, bonds or other debt securities
issued by the Bank. Deposits, debt securities issued,
and subordinated liabilities are initially measured at
fair value minus incremental direct transaction costs,
and subsequently measured at their amortized cost
using the effective interest method, except where the
Group designates liabilities at fair value through profit
or loss. However, debentures issued by the bank are
subordinate to the deposits from customer.

Bank has set aside Rs. 14.29 Crore per year for
Debenture Redemption Reserve fund as required.

3.11.3 Subordinated Liabilities

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 bank does not have any of such
subordinated liabilities.

3.12 Provisions

A provision is recognized if, as a result of a past event,
the Bank has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an
outflow of economicbenefitswillberequiredtosettle the
obligation. The amount recognized is the best estimate
of the consideration required to settle the present
obligation at the reporting date, taking in to account
the risks and uncertainties surrounding the obligation
at that date. Where a provision is measured using the
cash flows estimated to settle the present obligation,
its carrying amount is determined based on the present
value of those cash flows. A provision for onerous
contracts is recognized when the expected benefits to
be derived by the Bank from a contract are lower than
the unavoidable cost of meeting its obligations under
the contract. The provision is measured as the present
value of the lower of the expected cost of terminating
the contract and the expected net cost of continuing
with the contract. Provision are not recognized for
future operating losses.

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

Contingent Liabilities:

Where the Bank undertakes to make a payment on
behalf of its customers for guarantees issued, such as
for performance bonds or as irrevocable letters of credit
as part of the Bank's transaction banking business for
which an obligation to make a payment has not arisen at
the reporting date, those are included in these financial
statements as contingent liabilities.

Other contingent liabilities primarily include revocable
letters of credit and bonds issued on behalf of customers
to customs, for bids or offers.

Commitments:

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

Please refer Note No. 4.28.1 to 4.28.4 for the detail of
contingent liabilities and commitments.

Litigation:

Litigations are anticipated in the context of business
operations due to the nature of the transactions
involved. The Bank is involved in various such legal
actions in the normal course of business and the
controls have been established to deal with such legal
claims. There are pending litigations existing as at the
end of the reporting period against the Bank, resulting
through normal business operations.

The details of litigations is presented in Notes no 4.28.5.

3.14 Revenue Recognition

Revenue is the gross inflow of economic benefits during
the period arising from 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. Revenue is
recognized to the extent that it is probable that the
economic benefits will flow to Bank and the revenue can
be reliably measured. The following specific recognition
criteria must also be met before revenue is recognized.

3.14.1 Interest Income

For all financial assets measured at amortized cost,
interest bearing financial assets classified as Fair
value through profit and loss, interest income is
recorded using the rate that closely approximates
the effective interest rate (EIR) because the bank
considers that the cost of exact calculation of
effective interest rate method exceeds the benefit

that would be derived from such compliance. EIR is
the rate that exactly discounts estimated future cash
payments or receipts through the expected life of
the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial
asset or financial liability.

Further, Interest income on Loans and Advances is
recognized as per Guidance Note on Interest Income
Recognition, 2025.

Guideline on Recognition of Interest Income, 2025 by
NRB.

This guidance note has been prepared for interest
income recognition of financial assets measured at
amortized cost within the context of NFRS 9 Expected
Credit Loss Related Guidelines, 2024 (ECL Guidelines).

Interest Income recognition shall be as below:

Stage 1Financial Assets - Based on couponinterest rate
on principal outstanding for all financial assets (Accrual
Basis)

Stage 2 Financial Assets - Based on coupon interest
rate on principal outstanding for all financial assets
(Accrual Basis)

Stage 3 Financial Assets - Based on cash basis
approach (incremental)and coupon interest rate applied
on principal outstanding

For stage 3 financial assets, interest income recognized
on accrual basis shall be adjusted against the movement
inaccrued interest receivable during the current quarter
and interest suspense at beginning of quarter and only
cash based interest income during the current quarter
shall be recognized. Similarly, for Stage 1and 2 financial
assets, interest income is recognized on accrual basis
(couponrate or effective rate)and any interest suspense
at the beginning of quarter is also recognized as interest
income.

3.14.2 Fee and Commission Income

Fees earned for the provision of services over a period
of time are accrued over that period. These fees
include Service fees, commission income. Guarantee
commission are recognized on cash basis. Loan
syndication fees are recognized as revenue when the
syndicationhasbeencompletedand the Bankretained
no part of the loan package for itself, or retained a
part at the same effective interest rate as for the
other participants. Portfolio and other management
advisory fees and service distribution fees are
recognized based on the applicable contracts, usually
on a time apportionment basis.



3.14.3 Dividend Income

Dividend incomes are recognized on actual receive
basis. Usually this is the ex-dividend date for equity
securities. Dividends are presented in net trading
income, net income from other financial instruments
at fair value through profit or loss or other revenue
based on the underlying classification of the equity
investment.

3.14.4 Net Trading Income

Net trading income comprises gains less losses
relating to trading assets and liabilities, and includes
all realized interest, dividend and foreign exchange
differences as wells as unrealized changes in fair
value of trading assets and liabilities.

3.14.5 Net Income from other financial

instrument at fair value through Profit
or Loss

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

3.15 Interest Expense

For financial liabilities measured at amortized cost using
the rate that closely approximates effective interest
rate (EIR), interest expense is recorded using such rate.
EIR is the rate that exactly discounts estimated future
cash payments or receipts through the expected life
of the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial
asset or financial liability.

3.16 Employment Benefits

Employee benefits include:

Short-term employee benefits such as the following,
if expected to be settled wholly before twelve months
after the end of the annual reporting period in which the
employees render the related services:

Wages, salaries and social security contributions;
Paid annual leave and paid sick leave;

Profit sharing and bonuses, and

Non-monetary benefits (such as medical care,
housing, cars and free or subsidized goods or
services) for current employees;
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Short term employee benefits are measured on an
undiscounted basis and are expenses as the related
service is provided. A liability is recognized for the
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amount expected to be paid under short term cash
bonus or profit sharing plans if the Bank has present
legal or constructive obligation to pay this amount as a
result of past service provided by the employee and the
obligation can be estimated reliably.

Post-employment benefits, such as the following:

a. Retirement benefits (e.g.: pensions, lump sum
payments on retirement); and

b. Other post-employment benefits such as post-
employment life insurance and post-employment
medical care;

Other long-term employee benefits and
Termination benefits

Post employments benefits are as follows:

Defined Contribution Plans

A defined contribution plan is a post-employment
benefit plan under which an Bank pays fixed contribution
into a separate entity (a fund) and will have no legal or
constructive obligation to pay further contributions
if the fund does not hold sufficient assets to pay all
employee benefits relating to employee services in the
current and prior periods.

The contribution payable by the employer to a defined
contribution planin proportion to the services rendered
to Bank by the employees and is recorded as an expense
under ‘Personnel expense’ as and when they become
due. Unpaid contribution are recorded as a liability
under ‘Other Liabilities'.

4+ Providient Fund

Bank contributed 10% on the salary of each employee
to the Employees’ Provident Fund. The above expenses
are identified as contributions to ‘Defined Contribution
Plans’ as defined in Nepal Accounting Standards - NAS
19 (Employee Benefits).

+ Gratuity

The bank has followed Defined Contribution Plan from
2024/07/11. Provision for gratuity has been deposited in
CIT as per Employee Service Bylaws.

Under the newly implemented policy, Bank has provided
gratuity at 8.33% of basic salary of each month for all
employees. Further, if the employee has completed
10 years of service as on date of approval of employee
service bylaws from NRB, Bank shall provide gratuity
at 12.5% and 16.67% of basic salary of every month
after the completion of 15 years and 20 years of service
respectively.

Accordingly, the bank has deposited Rs. 21,146,813/- for
gratuity expense in CIT for FY 2082-83.
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Defined Benefit Plans

A defined benefit plan is a post-employment benefit
plan other than a defined contribution plan.

Bank's obligation inrespect of defined benefit obligation
is calculated by estimating the amount of future benefit
that employees have earned for their service in the
current and prior periods and discounting that benefit
to determine its present value, then deducting the fair
value of any plan assets to determine the net amount
to be shown in the Statement of Financial Position.
The value of a defined benefit asset is restricted to
the present value of any economic benefits available in
the form of refunds from the plan or reduction on the
future contributions to the plan. In order to calculate
the present value of economic benefits, consideration
is given to any minimum funding requirement that apply
to any plan in Bank. An economic benefit is available to
Bank if it is realizable during the life of the plan, or on
settlement of the plan liabilities.

Bank determines the interest expense on the defined
benefit liability by applying the discount rate used to
measure the defined benefit liability at the beginning
of the annual period to the defined benefit liability at
the beginning of the annual period. The discount rate
is the yield at the reporting date on government bonds
that have maturity dates approximating to the terms of
Bank’s obligations.

Unutilized Accumulated Leave

Bank's liability towards the accumulated leave which
is expected to be utilized beyond one year from
the end of the reporting period is treated as other
long term employee benefits. Bank's net obligation
towards unutilized accumulated leave is calculated
by discounting the amount of future benefit that
employees have earned in return for their service in the
current and prior periods to determine the present value
of such benefits. The discount rate is the yield at the
reporting date on government binds that have maturity
dates approximating to the terms of Bank's obligation.
The calculation is performed using the Projected Unit
Credit method. Net change in liability for unutilized
accumulated leave including any actuarial gain and loss
are recognized in the Statement of Profit or Loss under
‘Personnel Expenses’in the period in which they arise.

3.17 Other expense

Other Expense have beenrecognizedin the Statement of
Profit or Loss as they are incurred in the period to which
they relate. All expenditure incurred in the operation
of the business and in maintaining the capital assets
in a state of efficiency has been charged to revenue in
arriving at profit for the year. Provisions in respect of
other expenses are recognized when there is 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.

3.18 Finance and Operating Leases

NFRS 16 Leases was adopted from 1st Shrawan 2078
as per pronouncement by ICAN. NFRS 16 requires to
assesses whether a contract is, or contains, a lease,
at inception of the contract. The bank recognizes a
right-of-use asset and a corresponding lease liability
with respect to all lease arrangements in which it is
the lessee, except for short-term leases (defined as
leases with a lease term of 12 months or less). Lease
payments included in the measurement of the lease
liability comprise of fixed lease payments (including in-
substance fixed payments), less any lease incentives
receivable, variable lease payments that depend on an
index or rate, initially measured using the index or rate
at the commencement date, the amount expected to be
payable by the lessee under residual value guarantees,
the exercise price of purchase options if the lessee is
reasonably certain to exercise the options; payments
of penalties for terminating the lease, if the lease term
reflects the exercise of an option to terminate the lease.

At the commencement date, a lessee shall measure the
lease liability at the present value of the lease payments
that are not paid at that date. The lease payments shall
be discounted using the interest rate implicit in the
lease if that rate can be readily determined. the lessee
shall use the lessee’s incremental borrowing rate.

The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date, discounted by using the rate
implicit in the lease. If this rate cannot be readily
determined, the Bank uses its incremental borrowing
rate. The bank has considered rate of 10% as incremental
borrowing rate for discounting of remaining lease
payments.

All operating lease contracts were recognized on the
balance sheet by recognizing right-of-use assets and
corresponding lease liabilities at the transition date.
The lease liability is presented as a separate line item
under other liabilities in the Statement of Financial
Position. The lease liability is subsequently measured
by increasing the carrying amount to reflect interest on
the lease liability (using the effective interest method)
and by reducing the carrying amount to reflect the
lease payments made. The Bank re-measures the lease
liability (and makes a corresponding adjustment to the
related right-of-use asset) whenever the lease term
has changed or there is a significant event or change in
circumstances resulting in a change in the assessment
of exercise of a purchase option, in which case the lease
liability is re-measured by discounting the revised lease
payments using a revised discount rate;



3.19 Foreign Currency Transactions,

Translation and Balances

All foreign currency transactions are translated into the
functional currency, which is Nepalese Rupees, using
the exchange rates prevailing at the dates when the
transactions were affected.

Monetary assets and liabilities denominated in foreign
currencies at the reporting date are translated to
Nepalese Rupees using the spot foreign exchange rate
ruling at that date and all differences arising on non-
trading activities are taken to ‘Other Operating Income’
in the Statement of Profit or Loss. The foreign currency
gainorloss on monetary items s the difference between
amortized cost in the functional currency at the
beginning of the period, adjusted for effective interest
and payments during the period, and the amortized cost
in foreign currency translated at the rates of exchange
prevailing at the end of the reporting period.

Non-monetary items in a foreign currency that are
measured in terms of historical cost are translated
using the exchange rates as at the dates of the initial
transactions. Non-monetary items in foreign currency
measured at fair value are translated using the exchange
rates at the date when the fair value was determined.
Foreign exchange differences arising on the settlement
or reporting of monetary items at rates different from
those which were initially recorded are dealt with in the
Statement of Profit or Loss.

3.20 Financial guarantee and loan

commitment

Afinancial guarantee contractis a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor
fails to make payment when due. Financial guarantee
contracts may have various legal forms, such as a
guarantee, some types of letter of credit, etc. Where the
bank has confirmed its intention to provide funds to a
customer or on behalf of a customer in the form of loans,
overdrafts, etc. whether cancellable or not and the bank
had not made payments at the reporting date, those
instruments are included in these financial statements
as commitments.

3.21 Share Capital and Reserves

Share Capital Includes Ordinary Shares and Preference
Shares Capital of the Bank. Ordinary shares and
preference shares in the Bank are recognized at the
amount paid per ordinary share. Ordinary shares are
listed at Nepal Stock Exchange Ltd. The holders of
ordinary shares are entitled to one vote per share at
general meetings of the bank and are entitled to receive
the annual dividend payments. The Bank does not have
any other form of share capital (convertible instruments,
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share based payments, etc.) apart from the ordinary
shares and preference shares.

The bank has issued 'KSBBL 9% Perpetual Non-
Cumulative Preference Share’ amounting to Rs. 350
Millions (35,00,000 Kitta @ NPR 100 Each) during the
financial year. The Capital instrument has been reflected
under Share Capital in the Bank's Statement of Financial
Position. With the issuance of Preference Share, Bank's
Capital Adequacy position is expected to strengthen
further.

The Bank has maintained reserves under various
headings in order to comply with regulatory framework
and other operational requirements:

General Reserve:

The Bank is required to maintain general reserve as
per the regulatory requirements of Bank and Financial
Institutions Act, 2073. The regulatory requirement is to
set aside 20% of net profit until the reserve is twice the
paid up capital and thereafter minimum 10% of the net
profit. This reserve is not available for distribution to
shareholders in any form and requires specific approval
of the central bank for any transfers from this heading.
The Bank has consistently appropriated the required
amount from each year's profit into this heading.
There is also an additional requirement of 20% of the
income recognized as distributable profit from other
comprehensive income to be appropriated to General
Reserve.

Exchange Equalization Reserve:

The Bank Is required to maintain 25% of the foreign
exchange revaluation gain on the translation of foreign
currency to the reporting currency as exchange
equalization reserve under the requirement of BAFIA.

Fair Value Reserve:

NFRS 9 requires that cumulative net change in the
fair value of financial assets measured at FVTOCI is
recognized under fair value reserve heading until the
fair valued asset is de-recognized. Any realized fair
value changes upon disposal of the re-valued asset
are reclassified from this reserve heading to retained
earnings.

iv. Asset Revaluation Reserve:

The Bank is required to create asset revaluation reserve
for non-financial assets such as property, equipment,
investment property and intangible assets that are
measured following a re-valuation model. Revaluation
reserve often serves as a cushion against unexpected
losses but may not be fully available to absorb
unexpected losses due to the subsequent deterioration
in market values and tax consequences of revaluation.
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V.

vi.

vi

viii.

Xi.

Capital Reserve:

This reserve represents the amount of all capital nature
reserves such as the amounts arising from share
forfeiture, capital grants, capital reserve arising out of
business combinations and other reserve created as per
the regulatory instructions of the central Bank.

Special Reserve:

This reserve is created as per the specific requirement
of NRB directive or special instruction of NRB. The
amount allocated to this reserve by debiting retained
earning account are presented under this heading.

. Debenture Redemption Reserve:

The Bank is required to maintain a redemption reserve
against the borrowing raised through debenture
issuance. The bank is required to transfer proportionate
amount to the reserve annually except the financial year
in which debenture is issued and repaid.

Corporate Social Responsibility Fund:

The Bank is required to appropriate an amount
equivalent to 1% of net profit into this fund annually. The
fund is created towards funding the Bank's corporate
social responsibility expenditure during the subsequent
year. The balance in the reserve includes the apportion
of profit of current year and unexhausted balance of
previous year which shall be utilized CSR objective in the
coming years

. Investment Adjustment Reserve:

Investment adjustment reserve is 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 50% 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. Changes in this reserve requirement are
reclassified to retained earnings.

Regulatory Reserve:

This is a requirement as prescribed in NRB directive.
The amount reclassified to this reserve includes re-
measurement adjustments such as interest income
recognized against interest receivables; short provision
in Non-Banking Assets (investment properties), amount
of deferred tax assets, actuarial loss recognized in other
comprehensive income, amount of goodwill recognized
under NFRS, etc. Balance in this reserve is not regarded
as free for distribution of dividend.

Actuarial Gain/(Loss) Reserve:

NAS 19 requires that actuarial gain or loss resultant
of the change in actuarial assumptions used to value
defined benefit obligations be presented under this
reserve heading. Any change in this reserve heading is
recognized through other comprehensive income and is
not an appropriation of net profit.

xii. Employee Training Fund:

The Bank is required to incur expenses towards
employee training and development for an amount
that is equivalent to at least 3% of the preceding year’s
salary and allowance. Any shortfall amount in meeting
this mandatory expense requirement in the current
year will have to be transferred to this reserve fund
through appropriation of net profit and the amount shall
accumulate in the fund available for related expenses
in the subsequent year. Balance in this fund is directly
reclassified to retained earnings in the subsequent year
to the extent of expenses made for employees training
related activities.

3.22 Earnings per Share

Bank presents basic and diluted Earnings per share
(EPS)dataforits ordinary shares. Basic EPS is calculated
by dividing the profit and loss attributable to ordinary
equity holders of Bank by the weighted average number
of ordinary shares outstanding during the period.
Diluted EPS is determined by adjusting both the profit
and loss attributable to the ordinary equity holders
and the weighted average number of ordinary shares
outstanding, for the effects of all dilutive potential
ordinary shares, if any.

Earnings per share is calculated and presented in the
face of Statement of Profit and loss.

3.23 Segment Reporting

An operating segment is a component of an entity:

o that engages in business activities from which it may

earn revenues and incur expenses (including revenues
and expenses relating to transactions with other
components of the same entity),

whose operating results are reqularly reviewed by
the entity’'s chief operating decision maker to make
decisions about resources to be allocated to the
segment and assess its performance, and

For which discrete financial information is available.

Not every part of an entity is necessarily an operating
segment or part of an operating segment. For example, a
corporate headquartersor some functional departments
may not earn revenues or may earn revenues that are
only incidental to the activities of the entity and would
not be operating segments. For the purposes of this
NFRS, an entity’s post-employment benefit plans are not
operating segments.

The bank has identified seven segments based on the
geographic locations of its offices in the 7 provinces
of the country. Interest earnings and foreign exchange
gains/losses generated while conducting businesses
under different segments are reported under the
respective segment. For segmentation purpose, all
business transactions of offices and business units
located in a particular province are grouped together. All



transactions between the units are conducted on arm's
length basis, with intra unit revenue and cost being
nullified at the bank level.

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.

The bank has proposed the dividend of 15% in the form
of cash dividend only (for dividend tax purpose as well).

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, finance activities
and investing activities have been recognized.

3.26 Comparative Figures
The comparative figures and phrases have been
rearranged wherever necessary to conform to the
current year’s presentation.

aifas ufddee
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CASH AND CASH EQUIVALENT 4.1

Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Cashin Hand 502,108,907 529,926,128
Balances with BFls 990,807,194 1,256,728,670

Money at Call and Short Notice
Other

Total

1,492,916,101

1,786,654,797

The fair value of cash and cash equivalent is its carrying value. Cash at vault is adequately insured for physical and financial risks.
Cash balance at vault is maintained on the basis of the availability and regular business requirements. Balance with BFls includes
balance held at various local banks and financial institutions. Cash held in foreign currency is subject to risk of changes in the
foreign exchange rates which are closely monitored, if any risk identified then are promptly managed. Money at call and short notice
includes the amount deposited in call account of various bank and financial institution.

DUE FROM NEPAL RASTRA BANK 4.2

Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Statutory Balances with NRB 2,644,109,552 2,724,031,338
Securities purchased under Resale Agreement - -
Other Deposit and Receivable from NRB = -
Total 2,644,109,552 2,724,031,338

Statutory balance with NRB represents the balance maintained for regulatory cash reserve ratio required by the NRB. Other deposit
and receivable from NRB includes the Foreign currency deposit due from NRB.

PLACEMENTS WITH BANKS AND FINANCIAL INSTITUTIONS 4.3

Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Placement with Domestic BFls = -
Placement with Foreign BFls - -
Less: Allowances for Impairment - -
Total = -
Bank does not have any Placement related to Domestic and Foreign bank and financial institutions.
DERIVATIVE FINANCIAL INSTRUMENTS 44
PARTICULARS CURRENT YEAR PREVIOUS YEAR
CashinHand

Interest Rate Swap.
Currency Swap.
Forward Echange Contracts
Others

Held for Risk Management
Interest Rate Swap
Currency Swap.
Forward Echange Contracts
Others

Total




aIfies yradeer

OTHER TRADING ASSETS 4.5

Amount in Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR

Treasury Bills - -
Government Bonds = -
NRB Bonds = -
Domestic Corporate Bonds - -
Equities - -
Others = -
Total = -

Trading assets are those assets that the bank has acquired for the purpose of selling in the near term, or holds as part of a portfolio
that is managed together for short-term profit are presented under this head.

LOANS AND ADVANCES TO BFIS 4.6

Amount in Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Loans to Micro-Finance Institutions 1,600,449,562 2,563,478,672
Other = -
Less: Allowances for Impairment (15,987,813) (25,599,553)
Total 1,584,461,749 2,537,879,119

Loans and advances disbursed to banks and financial institutions are presented above. These assets are measured at amortized
cost. All the loans to BFls are classified in pass category. These are interest bearing advances and the income on these assets is
credited to statement of profit or loss under interest income. Loans include accrued interest receivable of Rs. 1,668,277/~ in current
year (PY Rs. 3,523,332/-).

ALLOWANCES FOR IMPAIRMENT 4.6.1

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Balance at Shrawan 01 25,599,553 37,852,248
Impairment Loss for the year:
Charge for the year (9,611,741) (12,252,695)
(Recoveries)/Reversal - -
Amount Written Off - -
Balance at Asar End 15,987,813 25,599,553

Impairment allowance on these loans and advances has been considered as per NRB directives. All the loans outstanding with BFls
have been classified in pass category. No individual loans to banks and micro finance has terms and conditions that significantly
affect the amount, timing or certainty of consolidated cash flows of the Bank.

LOANS AND ADVANCES TO CUSTOMERS 4.7

Amount in Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR

Loans and Advances measured at Amortized Cost 56,834,740,335 52,556,307,377
Less: Impairment Allowances

Collective Impairment (786,079,048) (732,104,398)

Individual Impairment (1,844,790,275) (1,746,705,702)

Net Amount 54,203,871,013 50,077,497,277

Loans and Advances measured at FVTPL = -

Total 54,203,871,013 50,077,497,277

Loans and advances disbursed to customers and employees other than banks and financial institutions are presented above.
These assets are measured at amortized cost. These are interest bearing advances and the income on these assets is credited to
statement of profit or loss under interest income.

Loans and advances are presented net of impairment allowances as per ECL guidelines 2024 issued by Nepal Rastra Bank.
Impairment allowance is considered higher of total impairment charge calculated under ECL provision as per NFRS 9 and as per
existing regulatory provisions as per NRB directive. Impairment in loans and advances to BFls and loans and advances to customer
as per NRB directive no.2 is NPR 2,646,857,135/- which is higher than total impairment as per NFRS 9 NPR 2,389,903,429/-.
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ANALYSIS OF LOANS AND ADVANCES - BY PRODUCT A
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Term Loans 34,312,751,418 32,073,591,737
Overdraft 2,282,759,683 2,890,316,032

Cash Credit Loan

Trust Receipt/ Import Loans

Demand and other Working Capital Loans
Personal Residental Loans

Real Estate Loans

Margin Lending Loans

Hire Purchase Loans

Deprived Sector Loans

Bills Purchased

3,421,969,210
400,083,621
6,388,562,337
2,866,874,459
1,874,286,908
872,839,439
1,733,613,042

3,721,413,278
383,903,926
5,348,873,368
1,987,606,839
1,840,266,115
1,001,733,358
1,059,545,284

Staffs Loans 424,487,940 445,422,455

Other 1,870,640,754 1,348,064,116
Sub-Total 56,448,868,812 52,100,736,507
Interest Receivable 385,871,523 455,570,870
Grand Total 56,834,740,335 52,556,307,377
ANALYSIS OF LOANS AND ADVANCES - BY CURRENCY 472
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Nepalese Rupee
Indian Rupee
United States Dollar
Great Britain Pound
Euro

Japanese Yen
Chinese Yuan

56,834,740,335

52,556,307,377

Other - -
Grand Total 56,834,740,335 52,556,307,377
ANALYSIS OF LOANS AND ADVANCES - BY COLLATERAL 473
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Secured

Moveable/Immoveable Assets

51,996,405,957

48,056,106,004

Gold and Silver 1,625,314,762 911,185,884
Guarantee of Domestic BFls = -
Government Guarantee 353,888 353,888
Guarantee of International Rated Bank = -
Collateral of Export Document - -
Collateral of Fixed Deposit Receipt 245,325,992 436,878,232
Collateral of Government Securities = -
Counter Guarantee = -
Personal Guarantee 274,608,414 392,018,423
Other Collateral 2,692,731,322 2,759,764,945
Grand Total 56,834,740,335 52,556,307,377
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ALLOWANCE FOR IMPAIRMENT 474
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Specific Allowance for Impairment
Balance at Shrawan 01
Impairment Loss for the year

1,7486,705,702

1,250,110,323

Charge for the year 154,671,701 547,948,996
Recoveries/Reversals during the year = -
Write-Offs 56,587,129 51,353,617
Exchange Rate Variance on Foreign Currency - Individual = -
Other Movement = -
Balance at Asar End 1,844,790,275 1,746,705,702
Collective Allowances for Impairment
Balance at Shrawan 01 732,104,398 798,315,487
Impairment Loss for the year
Charge/(Reversal) for the year 53,974,650 (66,211,089)
Exchange Rate Variance on Foreign Currency - Foreign = -
Other Movement-From Merger - -
Balance at Asar End 786,079,048 732,104,398
Total Allowances for Impairment 2,630,869,322 2,478,810,100
INVESTMENT SECURITIES 4.8
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Investment Securities measured at Amortized Cost
Investment in Equity measured at FVTOCI

12,630,273,000
1,121,048,311

11,042,323,204
1,248,619,317

Total

13,751,321,311

12,290,942,521

Investment made by the Bank in financial instruments has been presented under this account head in two categoriesi.e. investment
securities measured at amortized cost and investment in equity measured at fair value through other comprehensive income.
Investment other than those measured at amortized cost is measured at fair value and changes in fair value has been recognized
in other comprehensive income. Where income from the investment is received in the form of bonus shares, the valuation of
investment is made by increasing the number of shares without changing in the cost of investment.

INVESTMENT SECURITIES MEASURED AT AMORTIZED COST . 4.81
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Debt Securities

Government Bonds

Government Treasury Bills

Nepal Rastra Bank Bonds

Nepal Rastra Bank Deposit Instruments
Other Investments

Less: Specific Allowances for Impairment

9,5603,273,000

477,000,000
2,650,000,000

9,541,052,000
161,271,204

1,350,000,000

12,630,273,000

1,042,323,204

Total
INVESTMENT IN EQUITY MEASURED AT FVTOCI . 482
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Equity Instruments
Quoted Equity Securities
Unquoted Equity Securities

1,0565,043,711
66,004,600

1,177,795,617
70,823,700

Total

1,121,048,311

1,248,619,317
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INVESTMENT IN EQUITY MEASURED AT FAIR VALUE

THROUGH OTHER COMPREHENSIVE INCOME . 483
PARTICULARS AS AT 32 ASHADH 2083 AS AT 32 ASHADH 2082

COST FAIR VALUE

COST FAIR VALUE

Aarambha Chautari Laghubitta Sanstha Ltd Promoter

125389 Shares of Rs. 100 Each with Bonus 9,000,000 38,431,729

9,000,000 30,105,791

Sanima GIC Insurance Limited (Promoter)

15663 Share of Rs.100 Each with Bonus 1,457,100 2,020,527

1,457,100 1,566,300

Sanima GIC Insurance Limited (Public)

14223 Share of Rs. 376.78 Each 5,358,979 6,670,587

392,800 2,575,988

Neco Insurance Company Limited

66930 shares of Rs. 704.65 Each 47,162,507 40,827,372

37,736,935 33,353,617

NLG Insurance Company Limited

8662 Shares of Rs. 507.14 Each 4,392,823 4,833,396

7,304,530 10,365,203

National Life Insurance Company Limited

71112 shares of Rs. 612.66 Each 43,567,251 41,173,848

33,462,448 30,900,073

Life Insurance Corporation Nepal Limited

21078 Shares of Rs 861.44 Each 18,157,449 16,647,404

14,031,751 12,998,764

Asian Life Insurance Company Limited

80561 Shares Rs. 501.28 Each 40,383,283 33,755,069

31,636,433 20,911,621

Suryajyoti Life Insurance Company Limited

56399 shares of Rs. 5649.30 Each 30,979,706 23,292,787

24,252,373 18,496,540

Nepal Reinsurance Company Limited

0 shares = =

27,957,309 36,120,191

Siddhartha Premier Insurance Company Limited

16521 shares of Rs. 786.27 Each 12,203,748 11,601,156

8,706,703 8,841,430

Nepal Life Insurance Company Limited

0 shares = =

2,896,210 3,826,974

Prabhu Insurance Limited

30602 shares of Rs 722.53 Each 22,110,851 20,445,196

4,606,364 5,164,450

Sagarmatha Lumbini Insurance Company Limited

5500 shares of Rs 705.64 Each 3,881,026 3,327,500

3,258,862 3,267,405

Shivam Cement Limited

10000 shares of Rs 660.14 Each 6,601,432 6,210,000

1,799,447 2,032,617

Himalayan Reinsurance Limited

0 shares = =

1,468,401 2,306,950

Sarbottam Cement Limited

87422 shares of Rs 356.92 Each 31,203,045 67,489,784

56,119,212 129,649,853

|Gl Prudential insurance Limited Promoter

80000 shares of Rs 185.47 Each 14,837,765 13,600,000

14,837,765 14,837,765

Hydroelectricity Investment and Development Company Limited

0 shares = =

- 585

Nepal Doorsanchar Company Limited

17500 shares of Rs 886.76 Each 15,518,311 15,006,250

15,518,311 15,352,225

Butwal Power Company Limited

54000 shares of Rs 702.85 Each 37,954,161 36,072,000

34,254,500 47,385,855

Sun Nepal Life Insurance Company Limited”

10500 shares of Rs 443.81 Each 4,660,000 4,432,050

Citizen Life Insurance Company Limited

13000 shares of Rs 482.89 Each 6,277,630 5,656,300

Mountain Energy Nepal Limited

5000 shares of Rs 629.29 Each 3,146,431 2,844,500

Singati Hydro Energy Limited

37884 shares of Rs 311.78 Each 11,811,652 11,475,064

Chandragiri Hills Limited

10000 shares of Rs 862.76 Each 8,627,594 7,552,000

NRN Infrastructure and Development Limited

13000 shares of Rs 1370.60 Each 17,817,793 17,472,000

NIBL Sahabhagita Fund

250000 units 2,500,000 2,510,000

2,500,000 2,855,000

Laxmi Unnati Kosh

1187694 Units 11,439,669 11,768,171

11,439,669 12,340,141

Contd....
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PARTICULARS AS AT 32 ASHADH 2083 AS AT 32 ASHADH 2082
COST FAIR VALUE COST FAIR VALUE

NIC Asia Dynamic Debt Fund (Open-Ended)

664820 Units 6,648,200 6,608,311 6,648,200 7,086,981

Sanima Large Cap Fund

1152050 Units 11,163,867 12,154,128 11,163,867 11,785,472

Kumari Equity Fund

1253505 Units 12,202,784 12,735,611 12,202,784 12,472,375

Sunrise Blue Chip Fund

1149000 Units 11,103,171 11,202,750 11,103171 11,490,000

NIBL Samridhi Fund?2

4040623 Units 39,439,227 36,769,669 39,439,227 35,678,701

Prabhu Select Fund

1768100 Units 17,143,705 20,863,580 17,143,705 19,961,849

NIC SELECT 30

1100000 Units 10,779,392 10,010,000 10,779,392 10,219,000

RBB Mutual Fund 1

1100900 Units 10,762,605 11,064,045 10,762,605 10,964,964

NABIL BALANCED FUND IlI

216670 Units 1,631,723 2,151,533 1,631,723 2,164,533

Global IME Balance fund-1

1000000 Units 10,000,000 10,500,000 10,000,000 10,910,000

Shubha Laxmi Kosh

1000000 Units 10,000,000 10,000,000 10,000,000 12,380,000

NMB Sulav Investment Fund - I

170038 Units 1,682,451 1,739,489 1,682,451 1,919,729

Nabil Flexi Cap Fund

1000000 Units 10,000,000 10,210,000 10,000,000 11,670,000

Sanima Growth Fund

2686475 Units 26,468,563 28,073,664 26,468,563 27,724,422

NIBL Growth Fund

5250680 Units 51,900,726 57,284,919 51,900,726 51,771,705

Sunrise Focused Equity Fund

2190270 Units 21,485,376 22,318,851 21,485,376 21,990,311

Prabhu Smart Fund

2956675 Units 29,552,635 36,514,936 30,017,635 34,446,417

Siddhartha Investment Growth Scheme 3

2000000 Units 20,000,000 21,000,000 20,000,000 20,880,000

RBB Mutual Fund 2

1000900 Units 10,007,847 10,009,000 10,007,847 10,089,072

Himalayan 80-20

511000 Units 5,099,059 5,953,150 5,099,059 5,927,600

NIC Asia Growth Fund- 2

271770 Units 2,678,931 2,579,097 2,678,931 2,687,250

NIBL Stable Fund

500000 Units 5,000,000 4,520,000 5,000,000 4,945,000

Alpha Plus Vision Fund

0 Units = - 150,000,000 150,000,000

National Equity Fund

100000 Units 100,000,000 100,000,000 100,000,000 100,000,000

Muktinath Mutual Fund -1

250000 Units 2,500,000 2,475,000 2,500,000 2,475,000

Garima Samriddhi Yojana

1000000 Units 10,000,000 10,300,000 10,000,000 9,950,000

Reliable Samriddhi Yojana

2000000 Units 20,000,000 20,480,000 20,000,000 19,860,000

Prabhu Systematic Investment Scheme

120000 Units 1,200,000 1,258,800 1,200,000 1,200,000

Reliable Private Equity Fund

60000 Units 60,000,000 60,000,000 60,000,000 60,000,000

NIBL Equity Partners

50000 Units 50,000,000 50,000,000 50,000,000 50,000,000

Contd....
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Contd....

PARTICULARS AS AT 32 ASHADH 2083 AS AT 32 ASHADH 2082
COST FAIR VALUE COST FAIR VALUE

NIC ASIA Equity Linked Investment Scheme

200000 Units 2,000,000 1,916,000 - -

Garima Subarna Yojan

150000 Units 1,500,000 1,447,500 - -

Global IME Samunnat Yojana -l

100000 Units 1,000,000 998,000 - -

HLI Large Cap Fund

250000 units 2,500,000 2,175,000 - -

Nepal Life Samriddhi Lagani Yojana

1000000 Units 10,000,000 9,750,000 - -

Siddhartha Equity Fund 2

100000 Units 1,000,000 988,000 - -

Reliable Samriddhi Yojana-2

400000 Units 4,000,000 3,988,000 - -

Total

1,001,500,467

1,055,043,711

1,063,452,483

1,177,795,617

Investment in Unquoted Equity

Nepal Clearing House Ltd.

56260 Shares 612,600 612,600 612,600 1,679,900
Prabhu Capital Ltd.

0 Shares = = 3,000,000 3,751,800
Smart Choice Technologies Ltd.

153920 shares of Rs. 100 Each 15,392,000 15,392,000 15,392,000 15,392,000
National Fund Management Ltd

520000 shares of Rs 100 Each 50,000,000 50,000,000 50,000,000 50,000,000
Total 66,004,600 66,004,600 69,004,600 70,823,700
Grand Total 1,067,505,067 1,121,048,311 1,132,457,083  1,248,619,317

CURRENT TAX ASSETS/(LIABILITIES) o 9
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Current Tax Assets

Current year Income Tax Assets 425,526,409 310,783,481
Tax Assets of Prior Periods - -
Current Tax Liabilities

Current year Income Tax Liabilities 430,546,862 322,482,695
Tax Liabilities of Prior Periods - -
Total (5,020,453) (11,699,214)

Current Tax Assets includes advance income tax paid by the Bank under self assessment tax returns filed as per the Income Tax Act
2058 and tax deducted at source (TDS) by several parties on behalf of the Bank. Similarly, currentincome tax liabilities includes the
tax payable to the Government computed as per the provision of the Income Tax Act 2058.

INVESTMENT IN SUBSIDIARIES

4.10

Amount in Rs.

PARTICULARS

CURRENT YEAR

PREVIOUS YEAR

Investment in Quoted Subsidiaries
Investment in Unquoted Subsidiaries

Total Investment
Less: Impairment Allowances

Net Carrying Amount
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INVESTMENT IN QUOTED SUBSIDIARIES . 410.1
PARTICULARS CURRENT YEAR PREVIOUS YEAR
COST FAIR VALUE COST FAIR VALUE
.......... Ltd.
......... Shares of Rs. ..... Each
.......... Ltd.

INVESTMENT IN UNQUOTED SUBSIDIARIES 4102
PARTICULARS CURRENT YEAR PREVIOUS YEAR
COST FAIR VALUE COST FAIR VALUE
.......... Ltd.
......... Shares of Rs. ..... Each
.......... Ltd.

INFORMATION RELATING TO SUBSIDIARIES OF THE BANK

4.10.3

Amountin Rs.

PARTICULARS

PERCENTAGE OF OWNERSHIP HELD BY BANK

CURRENT YEAR PREVIOUS YEAR
.......... Ltd.
.......... Ltd.
.......... Ltd.
.......... Ltd.
Total
NON CONTROLLING INTEREST OF THE SUBSIDIARIES 4104
....LTD ...LTD
Equity Interest held by NCI (%)
Profit (Loss)allocated during the year
Accumulated Balances of NCl as on Ashadh End
Dividend Paid to NCI
Equity Interest held by NCI(%)
Profit (Loss)allocated during the year
Accumulated Balances of NCl as on Ashadh End
Dividend Paid to NCI
INVESTMENT IN ASSOCIATES 4.1
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Investment in Quoted Associates
Investment in Unquoted Associates

Total Investment

Less: Impairment Allowances - Associates

Net Carrying Amount
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INVESTMENT IN QUOTED ASSOCIATES 4.11.1

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
COST FAIR VALUE COST FAIR VALUE
.......... Ltd.
......... Shares of Rs. ..... Each
.......... Ltd.

INVESTMENT IN UNQUOTED ASSOCIATES 4.1.2

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
COST FAIR VALUE COST FAIR VALUE
.......... Ltd.
......... Shares of Rs. ..... Each
.......... Ltd.
......... Shares of Rs. ..... Each
Total
INFORMATION RELATING TO ASSOCIATES OF THE BANK 1.3
BANK
PARTICULARS PERCENTAGE OF OWNERSHIP HELD BY BANK
CURRENT YEAR PREVIOUS YEAR
.......... Ltd.
.......... Ltd.
.......... Ltd.
.......... Ltd.
.......... Ltd.

EQUITY VALUE OF ASSOCIATES 4.01.4

Amount in Rs.
BANK
PARTICULARS PERCENTAGE OF OWNERSHIP HELD BY BANK
CURRENT YEAR PREVIOUS YEAR
.......... Ltd.
.......... Ltd.
.......... Ltd.
.......... Ltd.
.......... Ltd.

INVESTMENT PROPERTIES 4.12

Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Investment Properties measured at Fair Value

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

Balance as on Shrawan 01. 354,180,029 352,139,820
Addition/(Disposal) during the year 9,880,139 2,040,209
Net Changes in fair value during the year = -
Adjustment/Transfer - At Cost - -
Closing Balance of NBA 364,060,168 354,180,029
Total 364,060,168 354,180,029
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GOODWILL AND INTANGIBLE ASSETS 414
Amountin Rs.
PARTICULARS GOODWILL SOFTWARE OTHER TOTAL ASAR TOTAL ASAR
PURCHASED  DEVELOPED END 2083 END 2082
Cost
Balance as on Shrawan 12081 - 36,166,176 - 36,166,176 31,478,176
Addition during the Year
Acquisition - 4,138,570 - 4,138,570 4,688,000
Capitalization - - - = -
Disposal during the year - (3,000) - (3,000) -
Adjustment/Revaluation - - - = -
Balance as on Ashadh end 2082 - 40,301,746 - 40,301,746 36,166,176
Addition during the Year
Acquisition - 4,895,070 - 4,895,070 4,138,570
Capitalization - - - = -
Disposal during the year - - - = (3,000)
Adjustment/Revaluation - - - = -
Balance as on Ashadh end 2083 = 45,196,816 = 45,196,816 40,301,746
Amortization and Impairment
As on Shrawan 12081 (23,485,544) - (23,485,544) (18,696,828)
Impairment for the year -
Depreciation for the year (4,666,188) - (4,666,188) (4,788,716)
Amortisation charge for the year - - - = -
Disposals - 1,055 - 1,055 -

Adjustment
As on Ashadh end 2082
Impairment for the year

(28,150,677)

(28,150,677)

(23,485,544)

Depreciation for the year (4,727,848) - (4,727,848) (4,666,188)
Amortization charge for the year - - - = -
Disposals - - - = 1,055
Adjustment - - - = -
As on Ashadh end 2083 = (32,878,525) - (32,878,525) (28,150,677)
Capital Work in Progress - - - 1,153,500
Net Book Value 12,318,291 - 12,318,291 13,304,569
As on Ashadh end 2081 - 13,641,132 - 13,641,132 14,161,348
As on Ashadh end 2082 - 13,304,569 - 13,304,569 13,641,132
As on Ashadh end 2083 = 12,318,291 = 12,318,291 13,304,569
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DEFERRED TAX 4.15
Amountin Rs.
CURRENT YEAR
PARTICULARS DEFERRED TAX DEFERRED TAX NET DEFERRED TAX
ASSETS LIABILITIES ASSETS / (LIABILITIES)
Deferred tax on temporary differences on following items
Loans and Advances to BFls - - -
Loans and Advances to Customers - - -
Investment Properties - - -
Investment Securities - 16,062,973 (16,062,973)
Property and Equipment - 79,767,166 (79,767,166)
Employees’ Defined Benefit Plan 35,906,889 - 35,906,889
Lease Liabilities 119,322,194 - 119,322,194
Provisions - - -
Debentures - 1,240,405 (1,240,405)
Other Temporary Differences - - -
Deferred tax on temporary differences 58,158,540
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 Ashadh 2083 58,158,540
Recognised in profit or loss 74,221,513
Recognised in other comprehensive income (16,062,973)
Recognised directly in equity -
Deferred Tax (Asset)/ Liabilities as on Shrawan 01, 2082 (32,455,525)
Origination/(Reversal) during the year 25,703,015
Deferred Tax expense (income) recognized in profit or loss 20,743,156
Deferred Tax expense (income) recognized in OCI 4,959,859
Deferred Tax expense (income) recognized directly in Equity -
PREVIOUS YEAR
PARTICULARS DEFERRED TAX DEFERRED TAX NET DEFERRED TAX
ASSETS LIABILITIES ASSETS /(LIABILITIES)
Def i jiff ollowingi
Loans and Advances to BFls - - -
Loans and Advances to Customers - - -
Investment Properties - - -
Investment Securities - 34,848,670 (34,848,670)
Property and Equipment - 104,071,346 (104,071,346)
Employees’ Defined Benefit Plan 29,878,792 - 29,878,792
Lease Liabilities 140,629,431 - 140,629,431
Provisions - - -
Debentures 867,318 - 867,318
Other Temporary Differences - - -
Deferred tax on temporary differences 32,455,525
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 Ashadh 2082 32,455,525
Recognised in profit or loss 67,304,195
Recognised in other comprehensive income (34,848,670)
Recognised directly in equity -
Deferred Tax (Asset)/ Liabilities as on Shrawan 01, 2081 (54,013,504)
Origination/(Reversal) during the year (21,557,979)
Deferred Tax expense (income) recognized in profit or loss 784,482
Deferred Tax expense (income) recognized in OCI (22,342,461)

Deferred Tax expense (income) recognized directly in Equity
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OTHER ASSETS 4.16
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Accounts Receivable 243,971,797 69,191,970
Accrued Income 146,492,431 148,111,882
Prepayments and Deposits 32,381,134 40,929,019
Deferred Employee Expenditure 179,412,801 179,012,181
Other
Stationery Stock 24,242,183 23,842,189
Insurance Tie Up Home Loans - Interest Receivable 72,628,199 60,911,543
Staff Advances 1,293,837 1,522,707
Deferred Revenue Expenditure - 523,382
Paid In Advance 711,992 1,782,801
NRB - Interest Subsidy = 176,213,560
Clearing Accounts 6,800,063 951,696
Other Assets 11,149,220 2,512,537
Total 719,083,659 705,505,466
DUE TO BANKS AND FINANCIAL INSTITUTIONS 4.17
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Money Market Deposits - -
Interbank Borrowing - -
Other Deposits from BFls 566,106,644 667,439,221
Settlement and Clearing Accounts - -
Total 566,106,644 667,439,221
DUE TO NEPAL RASTRA BANK 4.18
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Refinance from NRB = -
Standing Liquidity Facility = -
Lender of Last Resort facility from NRB = -
Securities sold under repurchase agreements = -
Other Payable to NRB = -
Total - -
DERIVATIVE FINANCIAL INSTRUMENTS 4.19
Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR

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

Total




DEPOSITS FROM CUSTOMERS
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4.20

Amountin Rs.

PARTICULARS

CURRENT YEAR

PREVIOUS YEAR

Institutional Customers:
Term Deposits.
Call Deposits
Current Deposits.
Others.

Individual Customers:

Term Deposits.

10,039,162,261
5,404,739,849
3,368,409,626

14,836,033,423

13,508,156,482
3,815,284,617
1,894,855,202

22,395,688,516

Call Deposits 32,096,314,531 20,880,127,374
Current Deposits. 432,132,657 335,962,100
Others. 732,293 4,226,873
Total 66,177,524,639 62,834,301,164

CURRENCY WISE ANALYSIS OF DEPOSIT FROM CUSTOMERS

4.20.1

Amount in Rs.

PARTICULARS

CURRENT YEAR

PREVIOUS YEAR

Nepalese Rupee
Indian Rupee
United States Dollar
Great Britain Pound
Euro

Japanese Yen
Chinese Yuan

Other

66,177,524,639

62,834,301,164

Total

66,177,524,639

62,834,301,164

BORROWINGS

4.21

Amount in Rs.

PARTICULARS

CURRENT YEAR

PREVIOUS YEAR

Domestic Borrowings
Nepal Government
Other Institutions.
Other
Sub Total
Foreign Borrowings
Foreign Banks and Financial Institutions
Multilateral Development Banks
Other Institutions
Sub Total

Total

PROVISIONS

4.22

Amount in Rs.

PARTICULARS

CURRENT YEAR

PREVIOUS YEAR

Provisions for Redundancy

Provisions for Restructuring

Pending Legal Issues and Tax Litigation
Onerous Contracts

Other

Provision for Expenses

Provision for rebate and refund
Provision on Assets for Probable Loss
Provision for NBA

Other Provisions

14,535,652

12,880,665

770,300

15,768,227

10,410,326

770,648

Total

28,186,617

26,950,201
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MOVEMENT IN PROVISION 4.22.1
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Balance at Shrawan 01 26,950,201 16,494,486
Provisions made during the year 1,236,416 10,455,715
Provisions used during the year - -
Provisions reversed during the year - -
Unwind of Discount - -
Balance at Asar end 28,186,617 26,950,201
OTHER LIABILITIES 4.23
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Liability for employees defined benefit obligations - -
Liabilities for long service leave 119,689,631 99,595,973
Short term employee benefits - -
Creditors and accruals 4,747,691 115,486
Interest payable on deposits 31,316,018 44,567,497
Unpaid Dividend 880,858 2,133,702
Employee bonus payable 148,257,776 111,955,701
Other
Lease Liability 397,740,648 468,764,771
Gratuity Payable (Net of Plan Assets) 14,838 -
Employee Provident Fund Payable 322,872 390,085
ATM/CARD Payables 17,363,367 19,545,978
TDS Payable 37,608,997 44,572,269
Managers Cheque 190,955 521,926
Deposit Account Payable - -
Fee\Commission Payable 3,326,875 1,486,990
CIT Payable 44,000 50,000
Social Security Fund Payable 12,000 435,000
Retention Money 43,096,835 42,537,880
Other Liabilities 52,698,706 97,084,427
Interest payable on debentures 45,123,287 45,369,863
Clearing Accounts = -
CIB Payable 265,437 487,054
Total 902,700,791 979,614,600
DEFINED BENEFIT OBLIGATION 4.23.1
The amounts recognized in the statements of financials positions are as follows : Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Present value of unfunded obligations
Present value of funded obligations
Total present value of obligations

Fair value of plan assets

Present value of net obligations

Recognized liability for defined benefit obligations




PLAN ASSETS

Plan assets comprise

s ufddeat

4.23.2

Amount in Rs.

PARTICULARS CURRENT YEAR

PREVIOUS YEAR

Equity securities -
Government bonds -
Bank deposit -
Other -

Total -

Actual return on plan assets

MOVEMENT IN THE PRESENT VALUE OF DEFINED BENEFIT OBLIGATIONS 4.23.3

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Defined benefit obligations at Shrawan 1 - -
Actuarial losses - -
Benefits paid by the plan = -
Current service costs and interest - -
Defined benefit obligations at Ashad end = -
MOVEMENT IN THE FAIR VALUE OF PLAN ASSETS | 4.23.4
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Fair value of plan assets at Shawan 1 - -
Contributions paid into the plan - -
Benefits paid during the year - -
Actuarial (losses) gains - -
Expected return on plan assets - -
Fair value of plan assets at Asadh end - -
AMOUNT RECOGNIZED IN PROFIT OR LOSS 4.235

PARTICULARS CURRENT YEAR

PREVIOUS YEAR

Current service costs =
Interest on obligation =
Expected return on plan assets -

Total -

AMOUNT RECOGNIZED IN OTHER COMPREHENSIVE INCOME Amﬁdfgghg
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Actuarial (gain)/loss - _
Total = -
ACTUARIAL ASSUMPTIONS 4.23.7

Amount in Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Discount rate 0% 0%
Expected return on plan asset 0% 0%
Future salary increase 0% 0%

Withdrawal rate 0%

0%
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DEBT SECURITIES ISSUED 4.24

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Debt securities issued designated as at fair value through profit or loss = -
Debt securities issued at amortized cost 995,865,317 997,108,939
Total 995,865,317 997,108,939
SUBORDINATED LIABILITIES 4.25

Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Redeemable preference shares - -
Irredeemable cumulative preference shares (liabilities component - -
Other - Subordinated Liabilities - -
Total - -
SHARE CAPITAL 4.26

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Ordinary shares

Convertible preference shares (equity component only)
Irredeemable preference shares (equity component only)
Perpetual debt (equity component only)

3,861,930,815

350,000,000

3,510,846,195

Total

4,211,930,815

3,510,846,195

SHARE CAPITAL

4.26.1

Amount in Rs.

PARTICULARS

CURRENT YEAR

PREVIOUS YEAR

Authorized Capital

46,500,000 Ordinary share of Rs. 100 each
35,00,000 Preference share of Rs. 100 each
Issued capital

38,619,308.15 Ordinary share of Rs. 100 each
35,00,000 Preference share of Rs. 100 each
Subscribed and paid up capital
38,619,308.15 Ordinary share of Rs. 100 each
35,00,000 Preference share of Rs. 100 each

5,000,000,000

4,211,930,815

4,211,930,815

5,000,000,000

3,510,846,195

3,510,846,195

Total

4,211,930,815

3,510,846,135

ORDINARY SHARE OWNERSHIP 4.26.2
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Domestic ownership
Nepal Government = -
“A" class licensed institutions = -
Other licensed institutions = -
Other Institutions 12.36% 477,453,673
Public 87.64% 3,384,477,142
Other = -
Foreign Borrowings - -
Total 100% 3,861,930,815

Share Capital Structure
Promoter Shareholder: 51%
Ordinary Shareholder: 49%
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DETAILS OF SHAREHOLDERS HOLDING 0.5% OR MORE OF TOTAL SHARES | 4.26.3
NAME OF SHAREHOLDERS TOTALKITTA PERCENTAGE (%)
1. Tulasa Pandey 939,723 2.4333%
2. Entegra Sources Pvt.Ltd 770,761 1.9958%
3. Sita Acharya 678,959 1.7581%
4. Shri Ram Pandey 534,992 1.3853%
5. Sitaram Upreti 527,395 1.3656%
6. NMB Saral Bachat Fund 487,095 1.2613%
7. NIBL Sahabhagita Fund 446,238 1.1555%
8. Madan Khanal 413,668 1.0711%
9. Janardan Dev Pant 375,658 0.9727%
10. Ram Prasad Pokherel 365,042 0.9452%
11. Rib Bahadur Thapa 359,523 0.9309%
12. Bharat Regmi 339,703 0.8796%
13. Govinda Raj Adhikari 335,820 0.8696%
14. Chakrapani Bastola 318,017 0.8235%
15. Bhim Prasad Tulachan 315,314 0.8165%
16. Babu Ram Pant 303,765 0.7866%
17. Prakash Chhetri 287,630 0.7448%
18. Maya Hold Pvt.Ltd. 278,266 0.7205%
19. Kamal Raj Uday 275,351 0.7130%
20. Lila Gauchan 269,339 0.6974%
21. Raj Kumar Amatya 253,961 0.6576%
22. Priya Raj Regmi 253,019 0.6552%
23. Dewan Singh Thapa 247,306 0.6404%
24. Bharatraj Koirala 218,356 0.5654%
25. Gau Mata Investment Company Pvt.Ltd 215,508 0.5580%
26. Deepak Kharel 214,237 0.5547%
27. Caliber Investment Company Pvt Ltd 201,519 0.5218%
28. Bhaktaram Gyawali 197,279 0.5108%
RESERVES 4.27

AmountinRs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Statutory General Reserve 1,170,131,943 981,960,877
Exchange Equalization Reserve 2,088,261 1,386,501
Corporate Social Responsibility Reserve 9,803,253 7,818,304
Capital Redemption Reserve = -
Regulatory Reserve 454,125,090 477,845,082
Investment Adjustment Reserve 50,000,000 3,000,000
Capital Reserve = -
Assets Revaluation Reserve = -
Fair Value Reserve 37,480,271 81,313,563
Dividend Equalization Reserve = -
Debenture Redemption Reserve 428,571,429 285,714,286
Actuarial Gain = -
Special Reserve = -
Other Reserve 4,408,067 -

Total

2,156,608,314

1,839,038,613
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Statutory General Reserve

General reserve maintained as per the requlatory requirements
of the Bank and Financial Institutions Act, 2073. The regulatory
requirement to set aside 20% of net profit until the reserve is
twice the paid up capital and thereafter minimum 10% of the
net profit.

Exchange Equalization Reserve

Exchange equalization is maintained as per requirement of
Bank and Financial Institutions Act, 2073. 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.

Corporate Social Responsibility Reserve
Corporate Social Responsibility reserve of 1% of net profit
after tax is maintained as per Nepal Rastra Bank Directive.
The balance in the reserve includes the apportion of profit of
current year and unexhausted balance of previous year which
shall be utilized CSR objective in the coming years.

Regulatory Reserve

Regulatory Reserve is created due to the changes in the NFRS
conversion and adoption with effect in the retained earnings
of the bank.

Investment Adjustment Reserve

Investment Adjustment Reserve is created as per the directive
of NRB created against the quoted as well as unquoted
investments.

Fair Value Reserve

The fair value reserve is created against the valuation of
the investment of the bank as per the fair valuation of the
investment made, quoted as available for sale investments.

Debenture Redemption Reserve

The Debenture Redemption Reserve is created as per NRB
directive against the face value of debenture issued by the
Bank on proportionate basis.

Actuarial gain/(losses)
The reserve created against the actuarial valuation of gratuity
benefit to the employee of the bank due to change in HR policy.

Other Reserves

Other Reserves include reserve created for the Employee
Training Reserve created as per the NRB directive, the
allocationis utilized in the current year and remaining balances
is transferred to training reserve which is created to be utilized
for training expenses in coming years.

CONTINGENT LIABILITIES AND COMMITMENTS 428
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Contingent liabilities 310,343,455 246,547,016
Undrawn and undisbursed facilities 1,366,409,115 1,407,163,870
Capital commitment 30,212,898 612,260
Lease Commitment 539,466,469 655,824,251
Litigation = -
Total 2,246,431,938 2,310,147,397

CONTINGENT LIABILITIES

4.28.1

Amountin Rs.

PARTICULARS

CURRENT YEAR

PREVIOUS YEAR

Acceptance and documentary credit
Bills for collection

Forward exchange contracts
Guarantees

Underwriting commitment

Other commitments

310,343,455

246,547,016

Total

310,343,455

246,547,016
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4.28.2

Amountin Rs.

PARTICULARS

CURRENT YEAR

PREVIOUS YEAR

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

1,366,409,115

1,407,163,870

Total

1,366,409,115

1,407,163,870

CAPITAL COMMITMENTS

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

made in financial statements

4.28.3

Amount in Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Capital commitments in relation to Property and Equipment
Approved and contracted for 29,878,000 -
Approved but not contracted for 334,898 612,260
Sub total 30,212,898 612,260
Capital commitments in relation to Intangible assets
Approved and contracted for - -
Approved but not contracted for - -
Sub total = -
Total 30,212,898 211,199
LEASE COMMITMENTS 4.28.4
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Operating lease commitments = -
Future minimum lease payments under non cancellable operating lease, where the bank is lessee - -
Not later than Tyear 110,742,859 109,136,630
Later than 1year but not later than 5 years 293,622,628 364,641,460
Later than 5 years 135,100,982 182,046,161
Sub total 539,466,469 655,824,251
Finance lease commitments
Future minimum lease payments under non cancellable operating lease, where the bank is lessee - -
Not later than 1year - -
Later than 1year but not later than 5 years - -
Later than b years - -
Sub total = -
Grand Total 539,466,469 655,824,251
LITIGATION 4.28.5

With respect to Assessment Order issued by Large Tax Payer Office (LTO) relating to case of FY 2072/73, Revenue Tribunal has issued
the order demanding to pay tax of Rs.51,510.00/-(which was accepted by bank)and nullified the order of LTO with respect to disputed
tax amount of Rs.2,762,582.34/-. LTO has disputed the said assessment and the case is under the Supreme Court.

With respect to Assessment Order issued by Medium Tax Payer Office (MLTO) relating to case of FY 2072/73, Revenue Tribunal has
issued the order demanding to pay tax of Rs.100,473.77/- (which was accepted by bank)and nullified the order of MLTO with respect

to disputed tax amount of Rs.845,721.85/- and reassess the income accordingly.
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INTEREST INCOME 4.29

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Cash and cash equivalent 4,734,848 12,008,538
Due from Nepal Rastra Bank = -
Placement with bank and financial institutions = -
Loan and advances to bank and financial institutions 116,049,166 256,780,260
Loans and advances to customers 4,503,962,799 5,052,752,315
Investment securities 534,122,987 531,832,685
Loan and advances to staff 62,154,846 56,940,684
Other Interest Income = 38,350,120

Total interest income

5,221,024,645

5,948,664,602

Notes:

Interest income is recognized for all items on accrual basis as per the fair presentation framework of NFRS. Interest income on loans
and advances has been recognized as per Guidance Note on Interest Income Recognition, 2025 issued by Nepal Rastra Bank.

INTEREST EXPENSES 430
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Due to bank and financial institutions
Due to Nepal Rastra Bank

Deposits from customers

Borrowing

Debt securities issued

Subordinated liabilities

Other

2,646,639,014

90,934,040

44,382,421

3,492,846,224
27,397
90,625,169

46,671,646

Total Interest expense

2,781,955,475

3,630,170,436

Notes:

Interest expense on all financial liabilities including deposits are recognized in profit or loss using effective interest rate method.
Finance cost as per NFRS-16 (Leases) has been disclosed under “Other” heading of Interest expense.
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FEES AND COMMISSION INCOME 4.31
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Loan administration fees 182,388,809 169,442,377
Service Fees 39,830,704 30,645,533
Consortium fees = -
Commitment fees 644,812 639,285
DD/TT/Swift fees = -
Credit Card/ATM issuance and renewal fees 24,143,001 18,085,500
Prepayment and swap fees 12,039,096 6,901,620
Investment banking fees = -
Asset management fees - -
Brokerage fees 1,755,136 2,046,606
Remittance fees 1,925,486 3,316,846
Commission on letter of credit = -
Commission on guarantee contracts issued = -
Commission on share underwriting/issue - -
Locker rental 5,170,190 4,809,356
Other fees and commission income
Agency Commission 16,722,118 11,856,176
Service Charges - Cards 6,644,120 7,403,650
Mobile banking 71,784,462 66,258,938
Other Fee and Commission - Cards 7,329,104 8,407,766
Other Fees and Commission - Loan 3,366,959 5,912,432
Total Fees and Commission Income 373,743,997 335,726,086

Fees and commissions are generally recognized on an accrual basis when the service has been provided or significant act is
performed. Service processing fees on loan is recognized as fees and commission income by the bank and the same is recognized

by the bank upfront.

FEES AND COMMISSION EXPENSE 4.32

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
ATM management fees 25,303,943 25,496,010
VISA/Master card fees = -
Guarantee commission = -
Brokerage = -
DD/TT/Swift fees. = -
Remittance fees and commission - -
Other fees and commission expense = -
Total Fees and Commission Expense 25,303,943 25,496,010
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NET TRADING INCOME o .33
PARTICULARS CURRENT YEAR PREVIOUS YEAR

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 transaction 707,675 755,484
Other = -
Net trading income 707,675 755,484

Net trading income includes all gains and (losses) from changes in fair value, related capital gains/ losses, foreign exchange trading
gains/ (losses), interest income from trading assets and dividend from financial assets measured at fair value through profit or loss.
Dividend income from assets is recognized when the bank’s right to receive the payment is established.

OTHER OPERATING INCOME 4.34

AmountinRs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Foreign exchange revaluation gain 2,807,039 1,102,109
Gain/loss on sale of investment securities 22,442,716 35,354,221
Fair value gain/loss on investment properties - -
Dividend on equity instruments 48,771,037 28,234,803
Gain/loss on sale of property and equipment (6,245,034) (6,922,410)
Gain/loss on sale of investment property 1,311,499 1,086,806

Operating lease income = -
Gain/loss on sale of gold and silver = -
Other Operating Income 12,572,025 12,969,719
Total 81,659,283 71,825,247

All other operating income not specifically provided under the income heads above is booked and presented under this head. This
include foreign exchange revaluation gain, gain/loss on sale of available for sale securities, dividend on available for sale securities,
gain/loss on sale of property and equipment, gain/loss on sale of investment properties, operating lease income, gain/loss on sale
of gold and silver, finance income of finance lease etc.

IMPAIRMENT CHARGE/(REVERSAL) FOR LOAN AND OTHER LOSSES . 435
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Impairment charge/(reversal) on loan and advances to BFls (9,611,741) (12,252,695)
Impairment charge/(reversal) on loan and advances to customers 152,059,222 430,384,290

Impairment charge/(reversal) on financial Investment = -
Impairment charge/(reversal) on placement with BFls = -
Impairment charge/(reversal) on property and equipment = -
Impairment charge/(reversal) on goodwill and intangible assets = -
Impairment charge/(reversal) on investment properties = -
Total 142,447,482 418,131,595

Loans and advances are assessed individually and collectively under ECL provision as per NFRS 9 which is compared with the loss
provision prescribed by NRB directive no. 2. Higher of the loss as per NFRS 9 and NRB directive is considered for impairment.
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PERSONNEL EXPENSES 4.36
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Salary 290,859,528 276,139,893
Allowances 276,975,177 259,602,381
Gratuity Expense 21,146,813 20,433,413
Provident Fund 29,109,982 27,651,003
Uniform 7,240,076 672,978
Training & development expense 11,664,201 19,807,346
Leave encashment 62,117,139 47,581,855
Medical = -
Insurance - Staff 4,706,058 4,447,275
Employees incentive = -
Cash-settled share-based payments = -
Pension expense = -
Finance expense under NFRS 28,264,858 10,456,801
Other expenses related to staff
Staff Tiffin Expenses = -
Voluntary Retirement Scheme (VRS) Expenses 6,488,037 11,432,945
Other expenses related to staff 8,516,766 8,810,277
Subtotal 747,088,635 687,036,167
Employees Bonus 146,627,517 110,325,443
Grand total 893,716,152 797,361,610

Provision for staff bonus is a mandatory requirement under the requirement of the Bonus Act, 2074. All expenses related to
employees of a bank has been included under this head. Expenses covered under this head include employees’ salary, allowances,
pension, gratuity, contribution to provident fund, training expenses, uniform expenses, insurance, staff bonus, finance expense

under NFRS, etc. Staff Loans are fair valued using the market rates.

PERSONNEL EXPENSES 4.37
Amount in Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Directors’fee 2,109,000 1,361,000
Directors’ expense 2,637,212 4,016,498
Auditors’ remuneration 2,260,000 2,260,000
Other audit related expense = -
Professional and legal expense 2,254,065 1,865,805
Office administration expense 245,670,116 234,862,776
Operating lease expense = -
Corporate social responsibility expense 7,101,002 -
Other Expenses 48,661,266 42,694,869
Finance Expense- Lease = -
Share Issue Expenses 2,681,412 1,014,817
Deposit Product Insurance 1,933,393 859,828
Bank Charges 121,027 151,181
Mobile Banking Expenses 18,767,007 14,274,968
Registration and Renewals 7,059,504 7,007,902
Clearing Expenses 333,940 411,034
Software Licensing and Related Costs 10,938,893 10,325,856
DC Colocation Rent 3,796,800 3,796,800
Debenture & Other Related Expenses 382,750 882,339
Commission Expenses = -
Onerous lease provisions = -
Tax Related Expenses = -
Operating expense of investment properties = -
Other Operating Expenses 2,646,540 3,970,144
Total 310,692,662 287,060,947
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All operating expenses other than those relating to personnel expense are recognized and presented under this account head.
The expenses covered under this account head includes office administration expense, other operating and overhead expense,
directors’ emoluments, remuneration and audit fee paid to auditors, professional and legal expense, expense of restructuring,

onerous lease provisions etc.

OFFICE ADMINISTRATION EXPENSE . 4.371
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Water and electricity 22,770,575 23,859,263
Repair and maintenance
(a) Building 2,829,179 3,076,153
(b) Vehicle 3,948,087 4,280,730
(c) Computer and accessories 2,427,991 534,176
(d) Office equipment and furniture 4,736,175 4,194,750
(e) Other 3,048,515 2,597,388
Insurance 9,524,370 6,274,385
Postage, telex, telephone, fax 6,970,101 5,334,110
Printing and stationery 14,288,629 14,196,437
News paper, books and journals 57,7117 52,664
Advertisement 12,830,169 9,193,370
Security expense 52,099,975 50,672,469
Deposit and loan guarantee premium 26,983,884 26,031,524
Travel allowance and expense 12,700,925 12,735,605
Annual/special general meeting expenses 1,187,157 1,127,698
Other
Fuel Expenses 9,377,977 10,072,520
Business Promotion Expenses 7,637,699 6,372,928
Technical/Consultancy Services Fee 2,686,407 2,089,874
Office Expenses 32,576,100 36,314,271
Annual Maintenance 8,774,304 7,336,222
Meeting Expenses 364,517 175,206
Branch Opening Expenses = -
Donation = -
Internet Expenses 7,849,663 8,341,035
Total 245,670,116 234,862,776
DEPRECIATION AND AMORTIZATION . 438
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Depreciation on property and equipment 73,015,129 80,072,128
Depreciation on Right of use Assets 71,589,267 73,524,844
Depreciation on investment property = -
Amortization of intangible assets 4,727,848 4,666,188
Net trading income 149,332,245 158,263,160

Depreciation is calculated by using the written down value method on cost or valuation of the Property & Equipment other than
freehold land and leasehold properties. Depreciation on leasehold properties is calculated by using the straight line method on cost

or valuation of the property. Intangible asset contains software which has been amortized over b years.
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NON OPERATING INCOME 4.39

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Recovery of loan written off 2,547,142 3,794,945
Otherincome - _
Net trading income 2,547,142 3,794,945

Depreciation is calculated by using the written down value method on cost or valuation of the Property & Equipment other than
freehold land and leasehold properties. Depreciation on leasehold properties is calculated by using the straight line method on cost

or valuation of the property. Intangible asset contains software which has been amortized over 5 years.

NON OPERATING EXPENSES 4.40

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Loan written off 56,587,129 51,353,617
Redundancy provision = -
Expense of restructuring = -
Other expense = -
Net trading income 56,587,129 51,353,617
INCOME TAX EXPENSES b.41

Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR

Current tax expense

Current year 431,795,768
Adjustments for prior years =
Deferred tax expense

(20,743,1586)
Changes in tax rate =
Recognition of previously unrecognized tax losses =

Origination and reversal of temporary differences

323,962,147

(784,482)

Net trading income 411,052,612

323,177,665

Income Tax expense is recognized in the statement of Profit or Loss, except to the extent it relates to items recognized directly in
equity or other comprehensive income in which case it is recognized in equity or in other comprehensive income. Income tax and

deferred tax have been recognized as per regulatory profit.

RECONCILIATION OF TAX EXPENSE AND ACCOUNTING PROFIT

4.41.1

Amount in Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Profit before tax 1,319,647,655 992,928,988
Tax amount at tax rate of 30% 395,894,296 297,878,696
Add: Tax effect of expenses that are not deductible for tax purpose 35,901,471 26,083,451
Less: Tax effect on exemptincome - -
Add/less: Tax effect on other items = -
Total income tax expense 431,795,768 323,962,147
Effective tax rate 32.72% 32.63%
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5. Disclosures & Additional Information

5.1 Financial Rish Management

Introduction and Overview

The Bank classifies financial assets as below on the basis
of the Bank's business model for managing the financial
assets and the contractual cash flow characteristics of
the financial assets

1. Credit Risk

2. Liquidity Risk

3. Market Risk

4. Operational Risk

Risk Management Framework

The Board of Directors has overall responsibility for
the establishment and oversight of the Bank's risk
management framework. Integrated Risk Management
Department (IRMD) is responsible for overall risk
management of the Bank which includes managing,
assessing, identifying, monitoring and reducing
pertinent global, macro and micro-economic level
business risks that could interfere with Banks objective
and goals and whether the Bank is in substantial
compliance with its internal operating policies and other
applicable regulations and procedures, external, legal,
regulatory or contractual requirements on a continuous
basis. Further, IRMD ensures integration of all major risk

in capital assessment process. The Bank's risk
management policies are established to identify and
analyze the risks faced by the Bank, to set appropriate
risk limits and controls, and to monitor adherence
to established limits. Risk management policies and
systems are reviewed annually to reflect changes in
market conditions, products and services offered. The
Bank , through its training and management standards
and procedures, continuously updates and maintains
a disciplined and constructive control environment,
in which all employees are assigned and made to
understand their respective roles and responsibilities.
Risk Management structure is depicted below:

5.1.1Credit Risk

Risk is an inherent feature of any business and it drives
an entity towards income generation. Likewise, Risk
management objective of the Bank is to strike balance
between risk and return, and ensure optimum Risk-
adjusted return on capital. A reasonable level of return
is essential for sustainability of the business. However,
taking higher risk in search of higher earnings may
have chances to result in failure of business. Thus
effective risk management is a must for business
success. Towards this end Kamana Sewa Bikas Bank has
implemented robust risk management architecture as
well as policies and processes approved by the Board of
Directors. These encompass independent identification,
measurement and management of risks across various
facets of banking operation.

Risk Management Comittee

Integrated Risk
Management

Credit Operation,
Risk Market &

Information
Security

Liquidity Risk Officer




Board level risk management committee has been set up
under NRB Directive for ensuring/reviewing bank’s risk
appetite are in line with the policies and H-IRMD acts as
member secretary. IRMD closely monitors and report on
credit related risks in RMC meeting.

Credit Risk Mitigation (CRM)

The Bank has extensive policy and guidelines to mitigate
credit risks. The Bank’s credit policy has strengthened
minimizing credit risk and provided support to make
qualitative analysis based on sound credit principles and
procedures. Bank has a policy to consider as security
for pledge, hypothecated or mortgage which have
value considering physical control and legal title. Bank
has considered eligible CRM as prescribed by Capital
Adequacy standard. Collateral taken as Deposit with
own Bank, Deposit with other BFls, National Saving
& Development Bonds, and Gold & Silver have been
considered as CRM and adjusted on overall risk weighted
exposure on credit risk in line with the standard.

The Bank has developed a risk assessment culture
and has in place the required reports for assessing
concentration of risks. Periodic performance reporting
based on Balanced Scorecard, in line with capital
strength, to the Board is also in place. These reports
are periodically put up to the board. Board also reviews
the same and issues instructions, as appropriate, to the
Bank’s management.

Collateral and other credit enhancements

The amount and type of collateral required
depends on an assessment of the credit risk of the
counterparty. Guidelines are in place covering the
acceptability and valuation of each type of collateral.
Thegeneralcreditworthinessofcustomerstendstobethe
mostrelevantindicatorofcreditqualityofaloan.However,
collateral provides additional security and the Bank
generally requests large borrowers to provide same. The
Bank may take collateral in the form of a first charge over
real estate and residential properties, floating charges
over all corporate assets and other liens and guarantees.
The Bank's policy is to pursue timely realization of the
collateral in an orderly manner. The proceeds are used
to reduce or repay the outstanding claim. The Bank
generally does not use non-cash collateral for its own
operations.

Definition of Past Due
Bank consider that any amounts uncollected one day or
more beyond their contractual due date are ‘past due’.

Past due but not impaired loans

Past due but not impaired loans are those for which
contractual interest or principal payments are past due,
but the Bank believes that impairment is not appropriate
on the basis of the stage of collection of amounts owed
to the Bank. All loans and advances have been impaired.
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5.1.2 Market Risk

Market risk is the risk that the fair value or future cash
flows of financial instruments will fluctuate due to
changes in market variables such as interest rates,
foreign exchange rates, commodity prices and equity
prices. The bank classifies exposures to market risk into
either trading or non-trading portfolios and manages
each of those portfolios separately. The bank has
separate market risk management policy in place as a
guiding document.

Market Risksare discussed at Asset Liability Management
Committee (ALCO) of the Bank and even discussed
at respective division level on open position on daily
basis. The limits for open position are controlled, level
wise which ensures in-depth knowledge of the market
and movement before taking decision (by choice). The
monthly reports on such aspects are well discussed
and dealt in ALCO. The committee 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, exchange
rate movement and equity price changes. Most of
the market operations (investments) are done from
the Treasury Front Office which reports to the Head-
Flnance & Treasury and exposure accounting including
booking of income/expense is done from Treasury Back
Office which reports to the Head- Central Operation
Department. The Bank assesses the open position on
daily basis and calculates risk exposure for allocation
of required capital in line with Basel provisions. Likely
impact on earnings due to change in the market condition
and change in the standing of the counterparty are well
assessed periodically and necessary actions are taken
as appropriate. TFO is equipped with advanced dealing
platform for timely and effectively concluding the deals.
Similarly the unit is equipped with modern and advanced
information system on global news, market movements
and any incidents so that bank can manage and maintain
the position favorably.

5.1.3 Liquidity Risk & Funding management

Liquidity risk is the risk that the Bank will encounter
difficulties in meeting its financial commitments that
are settled by delivering cash or another financial asset.
Hence the bank may be unable to meet its payment
obligations when they fall due under both normal and
stress circumstances. To limit this risk, management has
arranged diversified funding sources in addition to its
core deposit base, and adopted a policy of continuously
managing assets with liquidity in mind and of monitoring
future cash flows and liquidity on a daily basis. The bank
has formulated separate liquidity risk management
policy and developed internal control processes and
contingency plans for managing liquidity risk. This
incorporates an assessment of expected cash flows and
the availability of high grade collateral which could be
used to secure additional funding if required.
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The Bank maintains a portfolio of highly marketable and
diverse assets assumed to be easily liquidated in the
event of an unforeseen interruption of expected cash
flow. The Bank also has committed lines of credit that
could be utilized to meet liquidity needs. Further, the
Bank maintains a statutory deposit with the Nepal Rastra
Bank equal to approx. 4.20% of customer local deposits.
Inaccordance with the bank’s policy, the liquidity position
is assessed and managed under a variety of scenarios,
giving due consideration to stress factors relating to
both the market in general and specific to the Bank.
The most important of these is to maintain the required
ratio of liquid assets to liabilities, to meet the regulatory
requirement . Liquid assets consist of cash, short-term
bank deposits and liquid debt securities available for
immediate sale.

Statutory Liquidity Ratio
For the Month of Ashad 2083 23.22%

5.1.4 Fair value of Financial instruments

Financial instruments are recorded at fair value. The
followingisadescriptionof howfairvaluesare determined
for financial instruments that are recorded at fair value
using valuation techniques. These incorporate the bank’s
estimate of assumptions that a market participant would
make when valuing the instruments.

For all financial instruments where fair values are
determined by referring to externally quoted prices or
observable pricing inputs to models, independent price
determination or validation is obtained. In an inactive
market, direct observation of a traded price may not
be possible. In these circumstances, the Bank uses
alternative market information to validate the financial
instrument’s fair value, with greater weight given to
information that is considered to be more relevant
and reliable. Financials assets measured at fair value
(either through PL or OCI), primarily consisting of quoted
equities and Quoted Mutual Fund units, are valued using
the quoted market price in active markets as at the
reporting date. If unquoted, those are carried at cost.

Financial investments - Measured through OCI
Financials assets measured through OCI, primarily
consist of quoted equities and Quoted Mutual Fund
units ,are valued using the quoted market price in active
markets as at the reporting date. For unquoted securities
those are carried at cost.

5.1.5 Operational Risk

Operational risk is the risk of losses arising from failed
internal processes, systems failure, human error, fraud
or external events. When controls fail to perform,
operational risks can cause damage to reputation, have
legal or regulatory implications, or lead to financial loss.
Strategic and Reputational Risks are not covered in
Operational Risk. Effective operational risk management

systems aims to minimizing losses and customer
dissatisfaction due to failure in processes, focusing
on flows in products and their design that can expose
the Bank to losses due to fraud, analyzing the impact
of failures in technology / system, developing plans
to meet external shocks that can adversely impact
continuity in the Bank’s operations. Bank has introduced
a ‘comprehensive operational risk monitoring and
reporting framework” as well as “output checking” at
all branches covering all transactions on daily basis to
minimize operational risk.

One of the growing risks among others these days is
Operations Risk that arises out of inefficient processes
and people inside and outside the Bank. Asset Liability
Management Committee (ALCO) is the management
committee where operating risk, market risk and other
risks are discussed, in line with ALM Policy. Banking
System (BS) is another area of concern where it has
witnessed growing threat from outside. Information and
Technology Division in the Bank reviews and checks the
security aspects in line with IT 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 put in place.

“Bank has separate division to oversee operation risk
including Compliance of KYC and AML. The division
is headed by senior level staff with adequate access
to the daily report, operational processes and right to
recommend the changes in the system and procedures.
The head of operation risk directly reports to the Chief
Risk Officer. Bank has SIMs (Standing Instruction
Manuals) for all businesses of the Bank. All the activities
are undertakeninline with the set criteriain the Standing
Instruction Manual, policies and guidelines including
Directives and circulars from central bank(the requlatory
authority). Similarly daily functions at operations are
independently reported through separate reporting line
other than business generation and credit risk where
independence of checking and control is complied with.
Processes are reviewed periodically so that their
perfection can be weighed and any shortcoming can
be addressed. Most of the functions like line approval,
bill payment, loan disbursement are centralized which
controls activities that can cause mistake due to
inadequate knowledge on the part of staff. Similarly
awareness to the public is made on our services and
products periodically by placing the notices in the
website of the Bank, or in branches or publishing notices
as appropriate. Staffs are given orientation on the job
including that of system of the Bank before they are
placed for the job and are guided to follow the SIMs for
the job. Any staff for the first time in any job is put under
the supervision of an experienced staff and is allowed to
work independently after attaining required skills.



Bank has Whistle Blowing Policy to report to senior or
management directly on anyone's suspicious conduct
outside and inside the Bank. Skill development and skill
enhancement programs are conducted on periodic
basis and staffs identified for the program get the
opportunity for training, seminar and workshop.
Adequate numbers of trainings are conducted and
staffs required with training are given the opportunity
for skill enhancement. Knowledge sharing is one
of the core methods of skill development. If a staff
gets any training, s/he is encouraged to share the
same among the peers in the division/branch.
In operations, the 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. Similarly MIS Reports are generated
to check correctness of transactions and any mistakes
are promptly addressed and rectified. The activities
of a personnel and division / branch can be viewed and
monitored centrally through an integrated system, which
helps in minimizing the risk of misconduct, if any. The
Bank has an on-line 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 seismic zone, far
from each other. DRS is outsourced to a professionally
managed company having expertise in the sector. Drill is
being done periodically and is being tested occasionally
to assess the functioning of DRS.”

Each desktop is implemented with Active Directory
System (ADS) which does not allow user to take
away the data in devices like data traveller (pen
drive) or bring in data for processing or any other
purposes posing threat to the repository. Similarly
individual data in desk are also stored and backed up
in periodic interval at data center so that any loss of
data in desktop can be retrieved from data center.
The Bank has a separate Legal division which is
adequately manned by qualified and experienced staff.
All legal agreements, deeds and documents including
claimsandchargesare thoroughly studied priorto making
any decisioninvolving such documents. Compliance with
existing rules and regulations and business practices
globally and locally are taken into account before arriving
at the decision. The cases where the Bank needs expert's
opinion on any of the issues the same is done through the
expert in the respective field.

5.1.6 Currency Risk

Currency risk arises as a result of fluctuations in the
value of a financial instruments due to changes in
foreign exchange rates. The Bank's Board has set limits
on positions by currency in line with NRB directives. In
accordance with the bank’s policy, positions are monitored
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on a daily basis and also reviewed in ALCO meeting
and hedging strategies are used to ensure positions
are maintained within established limits. Market risk
management policy and Treasury Manual of the bank
are the quiding documents for the management and
mitigation of currency risk.

5.2 Capital Management

The Bank’s capital management policies and practices
support its business strategy and ensure that it is
adequately capitalized to withstand even in severe
macroeconomic downturns. Kamana Sewa Bikas Bank
is a licensed institution provides financial services
therefore it must comply with capital requirement
of central bank so called Nepal Rastra Bank.
The Bank's capital consists of Tier | capital and Tier |l
capital.

5.2.1 Qualitative disclosures

Nepal Rastra Bank has directed the Banks to develop own
internal policy, procedures and structures to manage all
material risk inherent in business for assessing capital
adequacy in relation to the risk profiles as well as
strategies for maintaining capital levels. This includes
basic requirements of having good governance, efficient
process of managing all material risks and an effective
regime for assessing and maintaining adequate capital.
The Bank has various BODs approved risk management
policies for proper governance. The Bank has developed
a comprehensive ICAAP document which is subject to
review every year. The ICAAP has two major components;
first is an internal process to identify, measure, manage
and report risks to which the bank is exposed or could
be exposed in the future; and second is an internal
process to plan and manage a bank's capital so as to
ensure adequate capital. The Bank prepares the ICAAP
report annually complying with the NRB requirement.
The reportisreviewed and analyzed by Risk Management
Committee and Board. The report is prepared as per
BASEL Il norms considering various adverse scenarios.
The Bank also conducts the stress testing on thirty two
different unfavorable scenarios on quarterly basis and
is reviewed by senior management, Risk Management
Committee and Board. The Bank in line with BASEL
provisions and ICAAP document assesses risk exposures
and allocated sufficient capital/cushion for perceived
risks. The adequacy of capital is main agenda of any
ALCO, Man-Com and board meetings.
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5.2.2 Quantitative disclosures

1. Capital structure and capital adequacy

Deduction from Capital:

The bank has invested in below metioned private equity funds,

which have been deducted from Core Capital.

Tier 1Capital and a breakdown of PARTICULARS AMOUNT(RS)

Components: Nat.lonal Ec'4U|ty Func.j 100,000,000
Reliable Private Equity Fund 60,000,000

PARTICULARS AMOUNT (RS) NIBL Equity Partners 50,000,000

Paid up Equity Share Capital 3,861,930,815 Total Capital Fund 210,000,000

Share Premium -

Proposed Bonus Equity Shares -

Statutory General Reserves 1,170,131,943 Total Ouallfylng capital:

Retained Earnings 612,683,080 PARTICULARS AMOUNT (RS)

Un-audited current year cumulative profit/(loss) - Common Equity Tier 1(CET 1) 5,840,952,575

Capital Redemption Reserve - Core Capital (Tier 1) 6,190,952,575

Capital Adjustment Reserve - Supplementary Capital (Tier 2) 1,318,088,944

Debenture Redemption Reserve 428,571,429 7,509,041,519

Dividend Equalization Reserves

Other Free Reserve

Less: Goodwill

Less: Intangible Assets

Less: Fictitious Assets

Less: Investment in equity in licensed Financial
Institutions

Less: Investment in equity of institutions with
financial interests

Less: Investment in equity of institutions in
excess of limits

Less: Investments arising out of underwriting
commitments

Less: Reciprocal crossholdings

Less: Purchase of land & building in excess of
limit and unutilized

Less: Other Deductions

Total Common Equity Tier 1Capital

(12,318,291)

(210,000,000)

(10,046,400)

5,840,952,575

Perpetual Non Cumulative Preference Share
Capital

350,000,000

Total Tier 1Capital

6,190,952,575

Tier 2 Capital and Breakdown of its
Components:

PARTICULARS AMOUNT (RS)
Cumulative and/or Redeemable Preference -
Share

Subordinated Term Debt 567,293,889
Hybrid Capital Instruments -
General loan loss provision 600,254,627
Exchange Equalization Reserves 2,088,261
Investments Adjustment Reserves 50,000,000
Accrued Interest Receivable on pass loan 49,856,353
included in Reqgulatory Reserve

Regulatory reserve for non-banking assets 42,763,543
recorded within the last 24 months.

Interest Capitalized Reserve included in 5,832,272

Regulatory Reserve
Other Reserve

Total Tier 2 Capital

1,318,088,944

Total Capital Fund

CET 1Capital to RWA 11.02%
Tier 1 Capital to RWE: 11.68%
Capital Fund to RWE: 14.16%

Summary of the bank’s internal approach to
adequacy of its capital to support current
activities, if applicable:

assess the
and future

Kamana Sewa Bikas Bank adopts healthy risk
management framework. The bank follows Internal
Capital Adequacy Assessment Process (ICAAP)and
Risk Management Guideline while taking decision on
any business. It has always taken note of ICAAP and
has taken steps accordingly in ensuring soundness
of capital position and sustainability of the business.
The bank's policies and procedures are approved by
the Board of Directors and these documents provide
guidance on independent identification, measurement
and management of risks across various businesses.
Bank’s different committees like Audit Committee, Risk
Management Committee review the business and risks
periodically and take account of stress test results,
scenario analysis so as to align risk, return and capital in
sustainable manner.

The bankalso definesrisk aspects, considering domestic
economic scenario, and puts in place the system to
minimize and remove such risk. The risk appetite
and approach towards risk taking is well discussed
in management level and board level. It is always
aligned with the business, its return and capital. Basel
disclosures have been complied with, addressing the
risks and adopting measures to minimize their impact.
Increasing complexities in risks, weakness of businesses
and fast changing world with intense competition pose a
threat to sustainability.



Capital planning is an integral part of the bank's medium term
strategic planning and annual budget formulation process.
Total risk weighted exposures for the projected level of
business operations is calculated, the required capital level
is projected, and a plan is formulated to retain the required
capital. The bank is well capitalized and able to maintain the
required capital through internal generation, and equally
through capital markets if needed.

Risk Weighted exposures under each 11
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2. Risk exposures

Risk weighted exposures for credit Risk,
Market Risk and Operational Risk:

RISK WEIGHTED EXPOSURES

Risk Weighted Exposure for Credit Risk

Risk Weighted Exposure for Operational Risk
Risk Weighted Exposure for Market Risk

Total Risk Weighted Exposures (Before Bank's
adjustment of Pillar II)

AMOUNT (RS)
48,020,370,181
3,466,598,687
11,345,439
51,498,314,307

categories of Credit Risk:

PARTICULARS BOOK VALUE SPECIFIC ELIGIBLE NET VALUE RISK RISK WEIGHTED
PROVISION CRM WEIGHT EXPOSURES
A. Balance Sheet Exposures
Cash Balance 502,108,907 - - 502,108,907 0% -
Balance With Nepal Rastra Bank 2,644,109,552 - - 2,644,109,552 0% -
Investment in Nepalese Government Securities 12,630,273,000 - - 12,630,273,000 0% -
Claims on domestic banks that meet capital adequacy 1,958,933,497 - - 1,958,933,497 20% 391,786,699
requirements
Claims on domestic banks that do not meet capital adequacy 630,654,981 - - 630,654,981 100% 630,654,981
requirements
Claims on Domestic Corporates (Unrated) 6,819,188,895 - - 6,819,188,895 100% 6,819,188,895
Regulatory Retail Portfolio (Not Overdue) 32,402,016,242 - 1,757,993,217  30,644,023,025 75% 22,983,017,269
Claims secured by residential properties 7,808,436,112 - - 7,806,436,112 60% 4,683,861,667
Claims secured by residential properties (Overdue) 106,209,132 55,236,234 - 50,972,898 100% 50,972,898

Past due claims (except for claims secured by residential 2,844,759,310

properties)

High Risk claims 2,894,101,309

1,789,554,041 - 1,055,205,269 150% 1,582,807,904

- 66,819,684 2,827,281,725 150% 4,240,922,588

Real Estate loans for land acquisition and development 985,437,448 - - 985,437,448 125% 1,231,796,810
Lending against shares 1,874,286,908 - - 1,874,286,908 100% 1.874,286,908
Personal Hirepurchase/Personal Auto Loans 291,945,516 - - 291,945,516 100% 291,945,516
Investments in equity and other capital instruments of 845,043,711 - - 845,043,711 100% 845,043,711
institutions listed in stock exchange

Investments in equity and other capital instruments of 66,004,600 - - 66,004,600 150% 66,004,600
institutions not listed in the stock exchange

Staff loan secured by residential property 330,142,967 - - 330,142,967 50% 330,142,967
Interest Receivable/claim on government securities 146,492,431 - - 146,492,431 50% 146,492,431
Other Assets 2,010,724,586 278,137,840 - 1,732,586,746 100% 1,732,586,746
TOTAL(A) 77,788,869,105 2,122,928,115 1,824,812,801 73,841,128,189 47,622,950,976
B. Off Balance Sheet Exposures

Bid Bond, Performance Bond and Counter guarantee 310,343,455 - - 310,343,455 40% 124,137,382
domestic counterparty

Irrevocable Credit commitments (short term) 1,366,409,115 - - 1,366,409,115 20% 273,281,823
TOTAL(B) 1,676,752,570 - - 1,676,752,570 397,419,205
Total RWE for credit Risk (A) +(B) 79,465,621,675 2,122,928,115 1,824,812,801 75,517,880,759 48,020,370,181
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Total Risk Weight Exposures calculation Table:
RISK WEIGHTED EXPOSURES

AMOUNT (RS)

48,020,570,181
3,466,598,687

Risk Weighted Exposure for Credit Risk
Risk Weighted Exposure for Operational Risk

Risk Weighted Exposure for Market Risk 11,345,439
Add: 2% of the total RWE added by Supervisory Review 1,029,966,286
Add: 2% of gross income added by Supervisory Review 495,732,422

53,024,013,015
6,190,952,575
7,508,041,519

Total Risk Weighted Exposures (After Bank's adjustment of Pillar II)
Total Core Capital

Total Capital

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

PARTICULARS GROSS AMOUNT (RS) LOAN LOSS PROVISION (RS) NET NPL (RS)
Restructured - - -
Sub-Standard 385,125,036 101,465,345 283,659,691
Doubtful 308,141,113 263,384,598 44,756,515
Loss 1,483,047,139 1,479,940,331 3,106,808
Total Capital 2,176,313,289 1,844,790,275 331,523,014

5.2.3 Compliance with External Requirement
Bank has complied with externally imposed capital requirements to which it is subject and there are no such consequence where

the institution has not complied with those requirement.

5.3 Classification of Financial Assets and Financial Liabilities
Analysis of financial instruments by measurement basis.

Financial instruments are measured on an ongoing basis either at fair value or at amortized cost. The summary of significant
accounting policies describes how the classes of financial instruments are measured, and how income and expenses, including
fair value gains and losses, are recognized. The following table analyses the carrying amounts of the financial instruments by

category as defined in NFRS 9 and by headings of the Statement of Financial Position.

PARTICULARS

FAIR VALUE
THROUGH PL

AMORTIZED
COosT

MEASURED AT
FVTOCI

TOTAL

Financial Assets

Cash & Cash Equivalents

Due from Nepal Rastra Bank

Placement with Bank and Financial Institutions

Derivative Financial Assets

Loan and Advances to B/Fls

Loans & Advances to Customers

Financial Investments - Measured at Fair Value through PL
Financial Investments - Measured at Fair Value through OCI
Financial Investments - Measured at Amortized cost
Other Financial Assets

1,492,916,101
2,644,109,552

1,584,461,749
54,203,871,013

12,630,273,000
662,460,342

1,121,048,311

1,492,916,101
2,644,109,552

1,584,461,749
54,203,871,013
1,121,048,311
12,630,273,000
662,460,342

Total Financial Assets

73,218,091,756

1,121,048,311

74,339,140,068

Financial Liabilities

Due to Bank and Financial Institutions
Deposit from Customers

Other Liabilities

Debt Securities Issued

566,106,644
66,177,524,639
930,887,408
995,865,317

566,106,644
66,177,524,639
930,887,408
995,865,317

Total Financial Liabilities

68,670,384,008

68,670,384,008
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5.4 Segment Reporting

PARTICULARS

PROVINCE 1
565,568,672.02

PROVINCE 2
425,473,649.72

PROVINCE 3
2,465,809,318.99

PROVINCE 4
890,716,005.54

PROVINCE 5
1.112,753,685.01

PROVINCE 6
34,942,415.50

PROVINCE 7
184,418,995.66

TOTAL
5,679,682,742

(a) Revenue from external customers
(b) Intersegment revenues - - - - - _ _

c) Net Revenue - - - - - - -

(

(d) Interest Revenue 534,225,180.62 401,030,971.48  2,220,852,792.23  818,749,674.24 1,040,651,757.73  32,866,490.15 172,647,778.56 5,221,024,645
(e) Interest Expense 84,385,937.01 67,161,154.56 1.172,834,964.95 770,675,886.95 642,728,344.47 7,648,984.51 36,520,202.70  2,781,955,475
(f) Netinterest revenue(d-e) 449,839,244 333,869,817 1,048,017,827 48,073,787 397,923,413 25,217,506 136,127,576  2,439,069,170
(g) Depreciation and Amortization 13,139,123.11  12,048,871.67 70,176,454.07 24,108,046.15 23,961,933.76 812,601.93 5,085,314.31 149,332,245
(h) Segment profit/(loss) 132,506,391 96,401,689 228,555,836 211,201,077 187,866,195 8,709,754 43,354,101 908,595,043
(i) Entity'sinterestin the profit or loss - - - - - - -

of associates accounted for using equity method

(j) Other material non-cash items: - - - - - - -

(k) Impairment of assets - - - - - - -

(1) Segment assets 8,148,307,957 5,683,943,382 30,647,469,703  12,554,214,180  15,442,070,304 506,850,023  2,673,771,120 75,656,626,669
(m)Segment liabilities 2,363,849,030 2,060,254,884 23,967,680,820  21,491,781,685  17,657,428,760 208,261,852  1,026,147,430 68,675,404,461

5.5

5.6

Share Options and Share Based
Payments

Share optionsisacontract that gives the holder theright,
but not the obligation, to subscribe the Bank's shares at
a fixed or determinable price for a specified period. A
share-based payment is a transaction in which the bank
receives goods or services either as consideration for its
equity instruments or by incurring liabilities for amounts
based on the price of the entity’s shares or other equity
instruments of the entity.

The bank has not entered into any share option or share
based payment contract during the period.

Contingent liabilities and Commitments

Contingent Liability

e a 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

5.7

Commitments

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

Comprehensive disclosure of the contingent liabilities
and commitments are made on Note 4.28.

Related parties disclosures

a) Identified related parties

The bank has identified following as related parties under
NAS 24:

1. Directors

2. Key Managerial Personnel of the Bank and

3. Related parties of the above two

. S.N. NAME OF RELATED PARTY RELATIONSHIP

of the entity; or L . 1. Mr. Sudeep Acharya Chairman, Board of Directors

¢ a present ob'llgatlon that a.rlses from ~ past 2. Mr. Bhim Prasad Tulachan Member, Board of Directors
?V?nts but is not recognized because 3. Mr. Chaturakhar Adhikari Member, Board of Directors

It is no.t probable Fhat an 'Outfl'OW of res.ources 4. Mr. Bishweshwar Subedi Member, Board of Directors
embodying e.conf)mlc benefits will be required to 5. Mr. Balaram Baral Member, Board of Directors
settle the obligation; Or: . 6. Mr. Pawan Kumar Sharma Member, Board of Directors

* the amou.nt' of the ,Obl.lgatlon canno't be measured 7. Mrs. Srijana Dangal Member, Board of Directors
with S%Jmc'ent r'ellablllty' .A.n entity S,hOUId not 8.  Mr. Dinesh Thakali Chief Executive Officer
recognize a contingent liability. An entity should 9. Mr.Binay Dahal Deputy Chief Executive Officer

disclose a contingent liability, unless the possibility
of an outflow of resources embodying economic
benefits is remote.
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b) Key Managerial personnel (KMP)

Key managerial Personnel are those persons having authority
and responsibility for planning, directing and controlling the
activities of the entity directly or indirectly. The Board of
Directors, Chief Executive Officer (CEO)and Deputy CEO of the
bank are identified as KMP of the bank.

c) Transaction with Board of Directors
Board of Directors Meeting Fee/allowance

PARTICULARS SITTING FEES (RS.)

Amountin Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Opening General Reserve 981,960,877 845,877,892
20% of Profit to be transferred 188,171,066 136,082,985
Closing General Reserve 1,170,131,943 981,960,877

ii. Exchange Equalization Reserve
Section 45 Bank and Financial Institutions Act 2073
requires, 25% of revaluation gain from foreign currency
exchange rate differences to be transferred to Exchange
Equalization Reserve and revaluation loss is charged to

Board Meeting 1,462,000 profit and loss account. 25% of Revaluation profit of foreign
Audit Committee Meeting 248,000 currency accounts during the current period amounting
Risk Management Committee Meeting 213,000 NPR 701,760/- been transferred to exchange fluctuation
Staff Service and Facilities Committee Meeting 69,000 fund maintained by the Bank.
AML/CFT Committee Meeting 119,000 Amount in Rs.
Total 2,109,000 PARTICULARS CURRENT YEAR PREVIOUS YEAR
Opening Exchange Equalization Reserve 1,386,501 1,110,974
In addition to above meeting allowance, following amount have 25% of Revaluation gain 701,760 275,527
been paid to director. Closing Exchange Equalization Reserve 2,088,261 1,386,501

PARTICULARS AMOUNT (RS.)
Newspaper and Periodical Facility 392,000
(Rs. 5,000 per month)
Total 392,000
d) Transaction with other Key Managerial Personnel
Amount in Rs.
PARTICULARS DEPUTY CHIEF CHIEF EXECUTIVE
EXECUTIVE OFFICER OFFICER
Salary and Allowances 12,212,012 14,203,008
Provident Fund 503,118 625,657
Other Perks - 2,188,142
Total 12,715,130 17,016,807

e) Transaction and agreements involving KMP and their close
family member

Close family members of a KMP are those family members who
may be expected to influence, or be influenced by, that KMP in
their dealings with the Bank. They may include KMP's spouse
and children, children of the KMP’'s spouse and dependents of
the KMP or of the KMP's spouse. Close family member is related
parties to the Bank.

For the reported period there have been no payments or
transactions with close family members of KMP except in the
normal course of banking business, both for the Bank.

5.8 Additional disclosures

a)Reserve

i. General Reserve

Section 44 of Bank and Financial Institutions Act 2073
requires the Bank to allocate at least 20% of the net
profits of every year to General Reserve until it is twice
the paid-up capital. The Bank has appropriated NPR
188,171,066/~ of the net profits to General Reserve in the
current year.

iii. Fair Value Reserve
The net change in fair value of financial assets that
are measured at fair value and change in fair value is
recognized in other comprehensive income until assets
are derecognized. The amount transferred to this reserve

during the year is:
Amountin Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Opening Fair Value Reserve 81,313,563 39,844,756
Transfer/ Adjustment in Reserve (43,833,293) 41,468,807
Closing Fair Value Reserve 37,480,271 81,313,563

iv. Assets Revaluation Reserve:
Assets are recognized under cost model and they are
presented under historical cost. So, no assets have been
revalued as on balance sheet date.

v. Regulatory Reserve
The amount to this reserve has been allocated from profit/
retained earnings as per the Directive of NRB for the
purpose of implementation of NFRSs and is not regarded
as free for distribution of dividend. Details are as presented
under:
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PARTICULARS 32ND ASHADH 2083 (RS.) 32ND ASHADH 2082 (RS.) 31ST ASHADAI-ImZOl';Jg;{;{}:j
Opening Balance of Regulatory reserve 477,845,082 649,365,921 700,767,867
Addition:

Interest receivable on Loans and advances 31,107,340

(35,554,655)
Change in fair value of equity instrument =

(139,238,844)

(31,099,538)

Deferred Tax Assets 6,917,318 13,290,691 (28,497,184)
Non-Banking Assets 4,917,345 (45,572,686) (13,959,778)
Actuarial Gain/Loss - - (8,952,786)
Closing Balance of Regulatory Reserve 454,125,090 477,845,082 649,365,921
Iltem wise movement of requlatory reserve is as follows;
Amountin Rs.
PARTICULARS INTEREST SHORT DEFERRED TAX ACTUARIAL FAIR VALUE TOTAL
RECEIVABLE LOANLOSS ASSETS LOSS LOSS
PROVISION ON RECOGNIZED RECOGNIZED
NBA IN OClI
Balance as on Ashad 31st 2076 74,027,705 - 31,673,888 9,519,451 58,567,078 173,788,123
Addition during the FY 2076-77 (1,163,841) 6,054,300 4,888,216 (2,937,602) (18,631,389) (11,790,316)
Balance as on Ashad 31st 2077 72,863,864 6,054,300 36,562,104 6,581,849 39,935,689 161,997,807
Addition during the FY 2077-78 (20,059,524) 15,876,000 (8,182,778) 1,951,066 (39,935,689) (50,350,926)
Balance as on Ashad 31st 2078 52,804,341 21,930,300 28,379,326 8,632,915 - 111,646,881
Addition during the FY 2078-79 116,166,879 133,862,534 46,809,978 (4,907.673) 63,318,994 355,250,713
Balance as on Ashad 32nd 2079 168,971,220 155,792,834 75,189,304 3,625,242 63,318,994 466,897,594
Addition during the FY 2079-80 173,425,770 80,015,031 7,321,385 5,327,544 (32,219,456) 233,870,273
Balance as on Ashad 31st 2080 342,396,990 235,807,865 82,510,689 8,952,786 31,099,538 700,767,867
Addition during the FY 2080-81 31,107,340 (13,959,778) (28,497,184) (8,952,786) (31,099,538) (51,401,946)
Balance as on Ashad 31st 2081 373,504,330 221,848,087 54,013,505 - - 649,365,921
Addition during the FY 2081-82 (139,238,844) (45,572,686) 13,290,691 - - (171,520,839)
Balance as on Ashad 32nd 2082 234,265,486 176,275,401 67,304,195 - - 477,845,082
Addition during the FY 2082-83 (35,554,655) 4,917,345 6,917,318 - - (23,719,992)
Balance as on Ashad 32nd 2083 198,710,831 181,192,746 74,221,513 - - 454,125,090
Movement of AIR and ICTL
Amountin Rs.
PARTICULARS AIR ICTL TOTAL
Opening balance 459,094,202 11,601,970 470,696,172
Adjustment during the year (69,670,814) 116,478 (69,554,336)
Interest derecognized as per Interest Income recognition Guidelines (1,883,587) - (1,883,587)
Closing balance 387,539,800 11,718,448 399,258,248
Balance of AIR and ICTL in Regulatory Reserve 198,710,831

vi. Investment Adjustment Reserve (IAR)

The Bank has maintained adequate reserve in compliance with NRB Directives 08/2082 for unlisted investments according to

which 100% reserve to be created for investments not being listed.

Amountin Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Opening IAR 3,000,000 3,000,000
Add: Additional Reserve during this year 50,000,000 -
Less: Adjustment in Reserve (3,000,000) -
Closing IAR 50,000,000 3,000,000

vii.Corporate Social Responsibility Reserve

Clause 17 of the NRB Directive No.6. requires the Bank to allocate 1% of its net profit to the corporate social responsibility fund
and spent the same for the social causes. The details of the movement of the Corporate Social Responsibility Fund is presented

below: )
Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Opening CSR Reserve 7,818,304 5,829,036
Add: Amount allocated to CSR reserve 9,085,950 6,697,513
Less: Expenses incurred from CSR Fund (7,101,002) (4,708,245)
Closing CSR Reserve 9,803,253 7,818,304
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Sector wise bifurcation of CSR expenses is as follows; Amount in Rs.
Amount in Rs. SECTOR AMOUNT (RS.)
SECTOR AMOUNT (RS.) 2077-78 Issue year
Education 3,748,905 2078-79 -
Health 814,153 2079-80 -
Financial Literacy 534,943 2080-81 142,857,143
SDG 2,003,001 2081-82 142,857,143
Total 7,101,002 2082-83 142,857,143
2083-84 142,857,143
Province wise bifurcation of CSR expenses is as 2084-85 149 857,143
follows;
Amount in Rs. 2085-86 142,857,143
PROVINCE AMOUNT (RS.) 2086-87 142,857,143
Koshi Province 1,055,679 2087-88 Repayment year
Madhesh Province 919,554
B ti Provi 1,467,760 .
agma .' rov.mce b) Investment Securities:
Gandaki Province 1,289,527 L. .
o . Investment Securities have been valued under fair value or
Lumbini Province 1,082,396 X .
. . amortized cost as allowed under NFRS 9. Closing Market
Karnali Province 761,293 . . .
. . Price of Securities has been used as the Fair value of the
Sudurpashchim Province 524,791 .. . . .
Asset/Securities for investment securities valued at Fair
Total 7,101,002

viii. Staff Skill Development Fund

The Bank and Financial Institution are required to allocate
and spent at least 3% of the previous year salary and
allowances for the staff skill development as per Directive
6 of the Nepal Rastra Bank Directives. In case the allocated
amount isn't spent, the same has to be carried forward to
the next financial year in a Staff Skill Development Fund.
In line of this requirement, the movement on the Skill
Development Fund is as follows:

Amountin Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Opening Balance = 4,091,428
3% of the previous year salary 16,072,268 15,515,983
and allowances
Total amount incurred for 11,664,201 19,807,346
employee training and skill
development program
Excess/(Deficit)amount (4,408,087) 4,291,363
incurred for employee training
and skill development program
Staff Skill Development Fund 4,408,067 -

carried forward to next year

ix. Debenture Redemption Reserve
The Bank has issued KSBBL Debenture 2087 with coupon
rate of 9% having maturity of 10 years in FY 2077-78.
The Bank is required to transfer proportionate amount
to Debenture Redemption Reserve annually except the
financial year in which debenture is issued and repaid.

During the fiscal year 2082-83, the bank has transferred Rs.
142,857,143/- to Debenture Redemption Reserve. Hence, the
bank has allocated total of Rs. 428,571,429/~ to Debenture
redemption Reserve till this FY.

Value through Other Comprehensive Income. Different
Fair Value Hierarchy has been considered (Level 1, Level 2
and Level 3) depending upon the availability of information
and regarding the valuation of other investments through
amortized cost, EIR rate has been used for booking
the amortized cost of investment and interest income
accordingly.

c) Loans & Advances to B/Fls and customers:

Loans & Advances to B/Flsand Customers have been valued
under amortized cost as allowed under NFRS 8. Separate
Effective Interest Rate (EIR) has not been computed since
all the relevant transactions costs for computing EIR are
ignored due to impracticability to determine the relevant
costs as allowed by Carve Out issued by ICAN. The details of
loans and advances are as follows:

Amount in Rs.

PARTICULARS AMOUNT (RS.)
1. Performing Loans and advances 55,446,848,869
1.1Pass Loan 50,047,375,516
1.2 Watch List 5,399,473,353
2 Non-Performing Loan and Advances 2,176,313,289
2.1Restructured / Rescheduled -
2.2 Sub-standard 385,125,036
2.3 Doubtful 308,141,113
2.4 Loss 1,483,047,139
3 Total Loan and Advances (1+2) 57,623,162,157

The reconciliation of loans as per above and financials are
as follows:

Amountin Rs.
PARTICULARS AMOUNT (RS.)
Loan as per financial 58,435,189,897
Staff Loan Included (603,900,740)
AIR on Loan (387,539,800)
Staff Loan NFRS Adjustment 179,412,801

Total Loans (NRB) 57,623,162,157
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The bank has considered the impairment on loans and advances as the higher of total impairment charge calculated under ECL
provision as per NFRS 9 and as per existing regulatory provisions as per NRB directive, in accordance to ECL quidelines 2024 issued

by NRB. Details of such impairment is as mentioned below:

Amountin Rs.
PARTICULARS THIS YEAR PREVIOUS YEAR P\L IMPACT
Loan Loss as per NRB 2,646,857,135 2,504,409,653 142,447,482
Good 504,716,147 467,025,575 37,690,573
Watch list 297,350,713 290,678,376 6,672,337
Substandard 101,465,345 25,519,161 75,946,184
Doubtful 263,384,598 57,210,583 206,174,015
Bad 1,479,940,331 1,663,975,958 (184,035,627)
Impairment as per ECL Guidelines 2,389,903,429 1,808,010,449
Impairment to be considered (Higher of above two) 2,646,857,135 2,504,409,653 142,447,482
Loan Loss Provision as per Unified Directive 2082 )

Amountin Rs.
PARTICULARS 2082-83 2081-82

LOANS AND ADVANCES LOAN LOSS PROVISION LOANS AND ADVANCES LOAN LOSS PROVISION

Pass 50,047,375,516 504,716,147 46,639,318,734 467,025,575
Watch list 5,399,473,353 297,350,713 5,682,014,036 290,678,376
Restructure = e - -
Substandard 385,125,036 101,465,345 105,261,638 25,519,161
Doubtful 308,141,113 263,384,598 118,808,870 57,210,583
Bad 1,483,047,139 1,479,940,331 1,669,866,113 1,663,975,958
Total 57,623,162,157 2,646,857,135 54,215,269,392 2,504,409,653

d) Disclosure under Expected Credit Loss (ECL) Model

Credit Risk Management Practice

Credit risk represents the potential loss that may arise from
a customer or counterparty’s failure to meet its obligations
when due. Credit risk can also arise from operational
failures that result in an unauthorized or inappropriate
loans and advances, commitment or investment. The
bank's major credit risks arise from loans and advances,
treasury operations and off-balance sheet related credit
risk exposures.

Impairment of Financial Assets - Adoption of NFRS 9-
Financial Instruments

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

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

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

impact of COVID-19, limited model readiness, and resource
constraints.

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

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

Significant Increase in Credit Risk

When determining whether the risk of default on a
financial instrument has increased significantly since
initial recognition, the Bank considers reasonable and
supportable information that is relevant and available
without undue cost or effort. Thisincludes both quantitative
and qualitative information and analysis, based on the
Bank's historical experience and expert credit assessment
and including forward-looking information. The objective of
the assessment is to identify whether a significant increase
in credit risk has occurred for an exposure. The bank has
defined the criteria for Significant increase in credit risk
in its ECL Policy which are in consistent with the NFRS 9
- Expected Credit Loss Related Guidelines, 2024 issued by
Nepal Rastra Bank. The criteria are as follow:
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More than 30 days past dues

Absolute lifetime PDis 5% or more

Relative lifetime PD is increased by 100% or more.

Risk rating downgraded by 2 notches since initial
recognition.

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

Deterioration of relevant determinant of credit risk
Expectation of forbearance or restructuring due to
financial difficulties

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

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

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

The bank is determined to develop mechanisms for
implementation of all SICR criteria in near future, however
for this period, the bank has used following criteria for
determiningwhether there has beenasignificantincrease
in credit risk:

1. Qualitative Factor

The bank uses the Asset Classification as per the Directive
issued by Nepal Rastra Bank for determining the increase
in Credit Risk. Eg: Loan which was in Pass Category in
previous quarter has been moved to Watchlist Category
then such loan is deemed to have significant increase in
credit risk as a result the loan is categorized under stage
2 from stage 1.

2. Quantitative Factor
The bank uses the backstop measure for determining the
quantitative factor for determining the increase in credit
risk. The bank uses NFRS 9- Expected Credit Loss Related
Guidelines, 2024 for determining the SICR criteria which is
more than one month past due. Eg: Loans which are one
month past due are categorized under stage 2 from stage 1.

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

The bank may consider other qualitative factors,
such as management's assessment of the borrower’s
creditworthiness, which could indicate a significant
deteriorationintheability tomeet obligations. The bank may
use their own definitions of default if they are consistent
with this principle and applied in a manner aligned with
their credit risk management practices. Default definitions
play a critical role in determining expected credit losses

(ECL) and the bank has applied it consistently across the
ECL measurement process.

Portfolio Segmentation of credit risk exposures

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

Staging of Financial Instruments

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

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

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

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

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

PARTICULARS FINANCIAL INSTRUMENT ECL

Stage 1 Performing 12 months

Stage 2 Performing but has exhibited Lifetime
Significant increase in credit risk

Stage 3 Non-Performing Lifetime
Credit Impaired

Purchased or Originated Credit Lifetime

Impaired (POCI) financial assets

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

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



The parameters are defined as follows:
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S.N.

COMPONENT

DEFINITION

1.

2.

3.

Probability of Default (PD)

Loss Given Default (LGD)

Exposure At Default (EAD)

The Probability of Default (PD) represents the likelihood that the counterparty will not be able to meet
its contractual obligation.

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

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

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

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

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

For revolving loans, the EAD is calculated as the outstanding balance of the loan, plus any additional
undrawn amounts that may be utilized, adjusted for the Credit Conversion Factor (CCF). The CCF
reflects the likelihood that the undrawn portions of the loan will be utilized before the default occurs.
This adjustment is important as it accounts for the potential increase in exposure if the borrower
draws on the available credit.

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

For term loans, the EAD is based on the outstanding balance of the loan, adjusted for any principal
repayments made by the borrower. Since term loans are typically repaid over time according to a fixed
amortization schedule, the EAD decreases as principal is repaid, reducing the exposure in the event
of default. Therefore, the EAD for term loans reflects the amount remaining after accounting for any
principal recoveries, as per the amortization plan.

To determine the expected credit loss, these components
are multiplied together. PD for the reference period (up
to 12 months or lifetime) * LGD * EAD and discounted to
the balance sheet dates using the Coupon Rate of the
reporting date as the discount rate.

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

Credit Impaired Financial Instrument

A financial instrument is credit-impaired when one
or more events that have a detrimental impact on the
estimated future cash flows of that financial instrument
have occurred. Evidence that a financial instrument
is credit-impaired include observable data about the
following events:

Significant financial difficulty of the issuer or the
borrower.

A breach of contract, such as a default or past due event
The lenders of the borrower, for economic or contractual
reasons relating to the borrower’s financial difficulty,
having granted to the borrower a concession that the
lenders would not otherwise consider.

iv. It is becoming probable that the borrower will enter
bankruptcy or other financial re-organization.

v. The disappearance of an active market for that financial
instrument because of financial difficulties

vi. The purchase or origination of a financial instrument at a
deep discount that reflects the incurred credit losses.

vii. The borrower is overdue for more than 90 days in any

principal, advances, interest or investment in bonds due
to the bank.

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

Investment

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

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

Off Balance Sheet items

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

Transfer between stages

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

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

Transfer Out of Stage 3:

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

For Restructured/Rescheduled Exposures:

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

Key Inputs, Assumptions and Estimation Techniques

Recognition of Expected Credit Losses - Approaches

General Approach

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

Simplified Approach

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

Individual Assessment Approach

Loans and Advance meeting the Bank's criteria for
individual significance criteria are assessed individually,
given their materiality and distinct risk characteristics.
The Probability of Default (PD) for such borrowers is
estimated using a logistic regression-based framework,
combining a systematic risk component reflecting
sensitivity to macroeconomic and sectoral conditions
with behaviors adjustment based on borrower’s days-
past due history. Loss Given Default (LGD) is determined
on an industry/sector basis. Exposure at Default (EAD)
is assessed case-by-case basis, reflecting facility-level
outstanding balances and accrued interest. Where
an exposure doesnt meet the individual assessment
threshold, or borrower-specific data is insufficient, it
reverts to the General Approach.



Methodology and Data Source

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

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

Parameters and indicative ratios provided in the Nepal
Rastra Bank's ECL Implementation Guidelines (eg, Credit
Conversion Factor [CCF], utilization ratios).

Floorrates prescribed by Nepal Rastra Bank for Probability
of Default (PD)

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

Incorporation of Forward-Looking Information

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

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

Variable Selection

The bank initially considered a broad range of
macroeconomic variables sourced from the International
Monetary Fund (IMF). Through statistical testing -
including correlation analysis, regression significant
testing and model fit evaluation- only those variables with
a consistent and statistically significant relationship with
default rates for the Bank's portfolios were retained in the
final model.

Different portfolios may use different subsets of these
variables, depending on their relevance to the credit
behavior.
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Macroeconomic Scenario

Para 5.5.17 (a) requires the estimate of expected credit
losses to reflect an unbiased and probability weighted
amount that is determined by evaluating a range of
possible outcomes. The three possible scenarios are
taken into account i.e. Baseline, Upturn and downturn.
The base line forecasts are used to create the upturn and
downturn scenarios. The bank determines the upturn
and downturn of the macroeconomic variable using +/-
Standard Deviation of the baseline. The bank uses the
following probability weights:

PARTICULARS FINANCIAL INSTRUMENT
Base Line 40%
Upturn 30%
Downturn 30%

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

Macro-Economic Variables used in the model

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

VARIABLES UNITS 01 02 03 04
General government total expenditure (diff_B2) Percent of GDP 0.575 0.717 0.699 0.521
Gross national savings (lag2_21) Percent of GDP 41.154 41.790 42.270 42.571
Gross national savings (diff_Z1) Percent of GDP 0.480 0.300 0.095 -0.137
General government net lending/borrowing (diff_B3) Percent of GDP -0.236 -0.247 -0.216 -0.143
Gross Capital Formation (diff_Y1) Percent of GDP 1.469 1.595 1.469 1.089
General government net lending/borrowing (lag2_B3) Percent of GDP -2.285 -2.478 -2.74 -2.961
Upturn

VARIABLES UNITS 01 02 03 04
General government total expenditure (diff_B2) Percent of GDP 0.997 1.139 1.121 0.944
Gross national savings (lag2_2Z1) Percent of GDP 1.201 1.352 1.466 1.537
Gross national savings (diff_Z1) Percent of GDP 1.283 1.097 0.885 0.646
General government net lending/borrowing (diff_B3) Percent of GDP 0.527 0.510 0.557 0.669
Gross Capital Formation (diff_Y1) Percent of GDP 2.834 2.960 2.834 2.455
General government net lending/borrowing (lag2_B3) Percent of GDP -0.617 -0.809 -1.045 -1.292
Downturn

VARIABLES UNITS 01 02 03 04
General government total expenditure (diff_B2) Percent of GDP 0.1527 0.2945 0.2766 0.0992
Gross national savings (lag2_21) Percent of GDP 3.20M 3.3518 3.4657 3.5369
Gross national savings (diff_Z1) Percent of GDP -0.7173 -0.9028 -1.115 -1.3541
General government net lending/borrowing (diff_B3) Percent of GDP -1.4734 -1.4904 -1.4428 -1.3309
Gross Capital Formation (diff_Y1) Percent of GDP 0.1042 0.2303 0.1037 -0.2756
General government net lending/borrowing (lag2_B3) Percent of GDP 0.1527 0.2945 0.2766 0.0992
Probability Weighted

VARIABLES UNITS 01 02 03 04
General government total expenditure (diff_B2) Percent of GDP 0.5749 0.7167 0.6989 0.5215
Gross national savings (lag2_21) Percent of GDP 17.782 18.127 18.388 18.55
Gross national savings (diff_Z1) Percent of GDP 0.3617 0.1785 -0.0312 -0.2674
General government net lending/borrowing (diff_B3) Percent of GDP -0.3784 -0.393 -0.3521 -0.2557
Gross Capital Formation (diff_Y1) Percent of GDP 1.4693 1.5954 1.4688 1.0895
General government net lending/borrowing (lag2_B3) Percent of GDP -1.0533 -1.1457 -1.3162 -1.5423

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

using econometric models.

Collateral Valuation

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

etc.

Collateral values are excluded from the loss allowance calculation for loans that have defaulted and where the collateral has not been

realized within 5 years of default.

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

applicable haircut, in accordance with the Nepal Rastra Bank's NFRS 9 - Expected Credit Loss Related Guidelines, 2024.
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The realization cost and haircuts used are as follows:

S.N. COLLATERAL DETAILS REALIZATION COST HAIRCUT
1. Land & Building 5% 25%
2. Vehicle 0% 50%
3. Guarantees 0% 0%
4. Fixed Assets 5% 25%
5. Gold & Silver 5% 10%
6. Non-Governmental Securities 5% 10%
7. Others 0% 25%
8. Insurance Policy 5% 25%
9. Governmental Securities 2% 0%
10.  Share Securities 5% 10%
1. Gold 10% 0%
12.  Other Fixed Assets 5% 25%

Quantitative Information

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

PARTICULARS PREVIOUS YEAR 2081/82 CURRENT YEAR 2082/83
Loans and Advances (A) 1,806,577,642 2,386,123,825
Loans to Staffs(B) 1,290,966 3,435,498
Off- Balance sheet Items(C) 141,840 344,106
Total Impairment (A+B+C) 1,808,010,449 2,389,903,429

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

PARTICULARS EXPECTED CREDIT LOSS (ECL) FOR THE YEAR ENDING ON 2083

STAGE 1 STAGE 2 STAGE 3 TOTAL
Loans & Advances (A) 358,021,864 619,469,049 1,408,632,913 2,386,123,825
Loans to Staffs(B) 3,435,498 - - 3,435,498
Off Balance Sheet Items(C) 344,106 - - 344,106
Total (A+B+C) 361,801,468 619,469,049 1,408,632,913 2,389,903,429

Recognition of Impairment Charges on Loans and Advances

The Bank, following regulatory backstop as mentioned in Clause 16 of “NFRS 9- Expected Credit Loss Related Guidelines, 2024" has
recognized impairment on credit exposures as the Higher of total ECL calculated as per NFRS 9 and existing regulatory provisions
as mentioned in Unified NRB Directives no 02.

Following is the details of impairment under both methods:

PARTICULARS AMOUNT
Total Impairment as per NRB 2,646,857,135
Total Impairment as per ECL 2,389,903,429

The higher of two above, i.e. 2,646,857,135/- has been taken in account for impairment loss on loan and advances for the reporting
period.

Interest Income Recognition

Interest income on Loans and Advances is recognized as per Guidance Note on Interest Income Recognition, 2025.

Stage 1Financial Assets- Based on coupon interest rate on principal outstanding for all financial assets (Accrual Basis)

Stage 2 Financial Assets- Based on coupon interest rate on principal outstanding for all financial assets (Accrual Basis)

Stage 3 Financial Assets- Based on cash basis approach (incremental) and coupon interest rate applied on principal outstanding

For stage 3 financial assets, interest income recognized on accrual basis shall be adjusted against the movement in accrued interest
receivable during the current quarter and interest suspense at beginning of quarter and only cash based interest income during
the current quarter shall be recognized. Similarly, for Stage 1and 2 financial assets, interest income is recognized on accrual basis
(coupon rate or effective rate)and any interest suspense at the beginning of quarter is also recognized as interest income.
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e. Segmental reporting
An operating segment is a component that engages in business activities from which it earns revenue and incurs expense,
including revenues and expenses that relating to transaction with any of groups other components, whose operating results
are reviewed by management.

f. Staff Bonus
Proposed bonus for staff have been provided for 10% of net profit before such bonus.

g. Interim Financial Statements:
Interim Financial Statements are prepared and published on quarterly basis in accordance with NRB Directives in compliance
with statutory and legal requirement within the time frame as prescribed.

h. Gratuity and Accumulated Leave Provision:
Gratuity
The bank has followed Defined Contribution Plan from 2024/07/11. Provision for gratuity has been deposited in CIT as per
Employee Service Bylaws.

Under the newly implemented policy, Bank has provided gratuity at 8.33% of basic salary of each month for all employees.
Further, if the employee has completed 10 years of service as on date of approval of employee service bylaws from NRB, Bank
shall provide gratuity at 12.5% and 16.67% of basic salary of every month after the completion of 15 years and 20 years of service
respectively.

Accordingly, the bank has deposited Rs. 21,146,813/- for gratuity expense in CIT for FY 2082-83.

Leave
The Bank has recognized an additional provision of NPR 20,093,658/- for accumulated leave liability in the current year.
Being non-funded arrangement, total amount is booked as liability for bank. Moreover, leave encashment paid in excess of

accumulated leave exceeding 60 days each of sick and annual leave is also charged in profit and loss account.
Amount in Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Defined Benefit Obligations 119,689,631 99,595,973
Fair Value of Planned Assets = -
Net Liability 119,689,631 99,595,973

i. Operating Lease
As per NFRS 16, Lease expense shall be recognized at the commencement date, a lessee shall recognize a right-of-use asset
and a lease liability. At the commencement date, a lessee shall measure the lease liability at the present value of the lease
payments that are not paid at that date. The lease payments shall be discounted using the interest rate implicit in the lease,
if that rate can be readily determined. If that rate cannot be readily determined, the lessee shall use the lessee’s incremental
borrowing rate.

After the commencement date, a lessee shall measure the lease liability by:

(a) Increasing the carrying amount to reflect interest on the lease liability;

(b) Reducing the carrying amount to reflect the lease payments made; and

(c) Re-measuring the carrying amount to reflect any reassessment or lease modifications to reflect revised in-substance fixed
lease payments;
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Amount in Rs.
PARTICULARS CURRENT YEAR PREVIOUS YEAR
Lease Liabilities
Current 74,248,085 65,147,728
Non-Current 323,492,563 403,617,043
Total Lease Liability 397,740,648 468,764,771
Reconciliation of Right of Use (ROU) Asset
ROU Asset as of 1st Shrawan 367,999,897 423,739,415
Addition during the year 3,678,781 57,853,120
Depreciation 71,589,267 73,524,844
ROU Asset derecognized 7,793,002 40,087,794
Closing Balance 292,296,409 367,999,897
Reconciliation of Lease Liabilities
Lease Liability as of 1st Shrawan 468,764,771 513,399,367
Addition during the year 3,678,781 57,853,120
Interest 44,382,421 46,671,646
Lease Payments 108,733,429 104,996,903
Lease Liability derecognized 10,351,896 44,162,459
Closing Balance 397,740,648 468,764,771

j.  Deferred Tax Asset/Liability:

Tax effect of all the NFRS adjustment are created and reflected under deferred tax income or expenses. All the adjustments
relating to current year are taxed in current period and all the prior year NFRS adjustments have been deferred.

AmountinRs.

PARTICULARS DEFERRED TAX DEFERRED TAX NET DEFERRED TAX
ASSETS LIABILITIES ASSETS/ (LIABILITIES)

Deferred tax on temporary differences on following items
Investment Securities - 16,062,973 (16,062,973)
Property and Equipment - 79,767,166 (79,767,166)
Employees’' Defined Benefit Plan 35,906,889 - 35,906,889
Lease Liabilities 119,322,194 - 119,322,194
Debentures - 1,240,405 (1,240,405)
Deferred tax on temporary differences 58,158,540
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 Ashadh 2083 58,158,540
Recognised in profit or loss 74,221,513

Recognised in other comprehensive income

Recognised directly in equity

Deferred Tax (Asset)/ Liabilities as on Shrawan 01, 2082
Origination/(Reversal) during the year

Deferred Tax expense (income) recognized in profit or loss
Deferred Tax expense (income) recognized in OCI

Deferred Tax expense (income) recognized directly in Equity

(16,062,973)
(32,455,525)
25,703,015
20,743,156
4,959,859

k. Staff Loans measured at fair value

Under previous NAS, staff loans were recorded at cost less repayments net of loan loss provision, if any. Under NFRS, the Bank
has to measure the staff loans granted below the market interest rate at their fair value, calculate based on the market interest

rate of similar products.

The fair value of such loans as at 32 Ashad, 2083 was NPR 603.90 Million. The difference between the fair value and NAS carrying
amount was NPR 179.41 Million has been netted off against staff loans & recognized as deferred employee expenditure.
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. Weighted Average Interest Rate Spread
The interest rate spread between Loan and Deposit are shown as below;

PARTICULARS ANNUAL AVERAGE %
Average Interest Rate of Loan 7.59%
Average Interest Rate of Deposit 3.61%
Average Interest Rate Spread 3.98%

m. Loansand Advances extended to Promoters
The Bank has not extended any loans to promoters during the year.

n. Non-Banking Assets

Non-Banking Assets are the assets obtained as security for loans & advances and subsequently taken over by the Bank in the
course of loan recovery. Such assets are booked at fair market value or total amount due from the borrower, whichever is lower.

Amount in Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR
Opening Balance 354,180,029 352,139,820
Addition during the year. 81,934,000 99,278,791
Disposal during the year (72,053,861) (97,238,582)
Closing Balance 364,060,168 354,180,029

List of Non-Banking Assets

AmountinRs.

S.N. NAME OF BORROWER DATE OF ASSUMING NBA TOTAL AMOUNT OF NBA
1 Mathagadhi Furniture Udhyog 13/04/2021 6,800,000
2 Palhi Bhagwati Traders 13/04/2022 13,646,718
3 Tshiring Enterprises 13/04/2022 9,958,000
4 S and A Construction and Suppliers 13/04/2022 2,000,000
5 Shree Pathivara Trade 15/07/2022 38,957,000
6 Grace Paper Mills Pvt Ltd 06/07/2022 16,719,295
7 Sabin & Brothers Pvt. Ltd. 14/07/2022 39,142,430
8 R.K Supplier and Traders 14/07/2022 20,281,141
9 Nawadurga Traders & Suppliers 09/10/2022 6,930,000
10 Parbat Alina Cosmetic Pasal 09/10/2022 5,780,000
n Evergreen Drinking Water & Nitan Shrestha 14/01/2023 19,622,000
12 Namuna Mart Department Store Pvt. Ltd. 24/01/2023 23,776,895
13 Simon Business Pvt. Ltd. 20/02/2023 25,778,362
14 Threepage Collection & Rabindra Titung 18/01/2024 9,000,000
15 Jamir Suppliers&Jamir Ahamad 14/05/2024 5,408,000
16 Sonamai Saw Mill & Furniture Udhog&Mangal Mahato Sudi&Anil Kumar Sah 07/07/2024 13,946,375
17 Maa Rajdevi Saw Mill 07/07/2024 13,325,625
18 Kopila Krisi Tatha Pasupalan Farm 09/07/2024 7,066,000
19 Salok Suppliers 23/05/2025 8,669,700
20 Laxmi Trade & Suppliers 02/07/2025 13,068,628
21 M.KShikhar Dhatu Udhyog Pvt. Ltd. 24/02/2026 11,567,000
22 Sitala Ekikrit Krishi Farm 11/06/2026 6,158,000
23  Tara Sunchadi Pasal 26/06/2026 11,000,000
24 Supadeurali Aimunium & Steel Udhy, Chintamandi Subedi 30/06/2026 7,940,000
25  Lime Leaf Agro Pvt. Ltd 02/07/2026 27,519,000

Total 364,060,168

o. Contingent Liabilities

Contingent liabilities related details have been presented under Schedule 4.28.

p. Earnings per Share

Earnings per Share is calculated using the earnings attributable to equity shareholders for the period divided by the number of

shares as required under NAS 33 Earnings per share.
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Amountin Rs.
PARTICULARS UNITS CURRENT YEAR PREVIOUS YEAR
Profit attributable to equity shareholders NPR 894,527,920 669,751,323
Weighted average of number of equity shares used in Nos. 38,619,308 35,108,462
computing basic earnings per share
Earnings Per Share (EPS) NPR 23.16 19.08
Diluted Earnings Per Share (DPS) NPR 23.16 19.08

As there are no potential ordinary shares that would dilute current earning of equity holders, basic EPS and diluted EPS are
equal for the period presented.

g. Unpaid Dividend
As on balance sheet date, total dividend payable amounts to Rs. 880,858/~ (Previous year Rs. 2,133,702). Details have been
presented as under:

PARTICULARS AMOUNT (RS.)
Dividend Payable FY 080/081 640,688
Dividend Payable FY 081/082 240,170
Total 880,858

r. Non-performing assets
The Banks'non-performing assets ratio stood at 3.78% as at balance sheet date. The total non-performing assets is as below:

Amountin Rs.

PARTICULARS CURRENT YEAR PREVIOUS YEAR CHANGE

AMOUNT %
Performing Loan
Pass 50,047,375,516 46,639,318,734 3,408,056,782 7%
Watch List 5,399,473,353 5,682,014,036 (282,540,684) -5%
Non-Performing Loans (NPL)
Restructured/rescheduled - -
Substandard 385,125,036 105,261,638 279,863,398 266%
Doubtful 308,141,113 118,808,870 189,332,243 159%
Loss 1,483,047,139 1,669,866,113 (186,818,974) -N%
Gross Loans & Advances 57,623,162,157 54,215,269,392 3,407,892,766 6%

s. Interest Capitalization
The Bank has capitalized interest outstanding of Rs. 20,627,333/- as on Ashadh end 2083. The borrower wise detail of interest
capitalized during the year is as follows:

BORROWER NAME INTEREST CAPITALIZATION (RS.)
DLC Energy Limited 8,908,885
Upper Myagdi Hydropower Ltd. 11,718,448

Total 20,627,333
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t. Loan write off

During the fiscal year following loans had been written off:

BORROWER NAME AMOUNT WRITTEN OFF (RS.) BORROWER NAME AMOUNT WRITTEN OFF (RS.)
Aaiti Maya Gurung 74,085 Momina Khatun 101,753
Aarati Harijan 159,424 Muwarakhi Nesa 107,773
Ali Husen Bhuniya 4,226 Nikita Cold Stores 943,039
Alisha Trading 567,128 Nilam B.K 58,735
Ambika Dewan Fakir 107,268 Paima Devi Gurung 86,686
Ambika Fresh Aata Udhog 981,815 Panalal Sahani Malah 503,000
Anita Sunar 134,582 Parbati Bishokarma 18,668
Anju Malla 102,792 Parbati Pariyar 11,211
Archana Shrestha 96,129 Pima Kumari Khatri 70,379
Arpana And Antara Traders 7,835 Prashant Chaudhary 335,137
Bhumika Tiwari 116,647 Priyashi Bk Shramkoti 68,222
Bipin Paudel 2,515,428 Purna Shris Pun 60,818
Bobby Bishowkarma Parts 170,653 Rajdevi Sabun Tatha Saref Udhyog 544,756
Chandra Devi Kanauje 154,327 Rakshya Devi Bhusal 125,285
Chintamani Subedi 2,950,995 Ramila Bishowkarma 104,749
D and B Suppliers 614,721 Ratna Sunkhari 94,442
Dhanisara Gharti 89,103 Rekha B.K. 202,218
Dhanusha Fish House 1,000,000 Rekha Harijan 50,507
Dharma Raj Sanjyal 1,016,702 Renshree Hamro Krishi Udhyog Pvt.Lt 2,356,699
Dil Kumari Khattri Chhetri 44,287 Renuka Tharu 70,297
Dilmaya Rana 78,040 Rita Mijar 74,265
Durga Basnet 61,421 Sabita B.K 39,538
Gagan Bahadur B.K. 239,186 Sabita Gurung 34,846
Gaura Devi Adhikari 153,846 Santu Rana 166,832
Gena Kumari Ram 6,102 Sarada Nepali 23,701
Gotame Auto Parts 6,486 Saraswati Joshi 30,858
Gulab Kali Tharu 102,783 Saraswati Sarki 28,822
Hari Kala Oli 212,736 Sarifun Nisha 126,377
Hema Kumari Rana Magar 181,137 Sarita Gurung 191,336
Hemanti Nau 19,016 Sarita Sahi 89,396
Hi Mart 704,791 Sarita Pariyar 255,334
Hiralal Kushawaha Hardware 748,685 Sati Tharu 69,271
Hotel Parsa 620,308 Satyadevi Gurung 12,577
Jamuna Kumari Mahto 103,042 Shanta Sunar 59,634
Jamuna Lama 49,561 Shiva Kumari Kewat 161,346
Janaka Paudel 153,368 Shova Chand (Singh Thakuri) 116,559
Janaki Kumari Bhandari 79,796 Shree Maya Gurung 18,016
Kabita Karki 99,267 Sita B.K. 237,995
Kabita Nagarkoti 43,779 Sita Devi Gurung 72,934
Kamala B.K 82,546 Sita Kunwar 167,641
Kamala Shrestha 82,216 Sita Nepali 217,074
Karuna Tamang 38,549 Sitala Akikrit Krishi Farm 974,278
Laxmi Acharya 78,219 Soni Bahumulya Krishi Farm 1,210,830
Lime Leaf Agro Pvt. Ltd 554,226 Srijana Ale Magar 28,772
M.K. Shikhar Dhatu Udhyog 10,740,687 Sun Kumari Gurung 57,289
Madhukar Thapa Chhetri 334,521 Supadeurali Almunium And Steel Udhy 1,881,901
Mamta Mishra 102,588 Tak Maya Pun 29,241
Man Maya Gurung 162,465 Tara Sunchadi Pasal 5,692,915
Man Sari Thapa 126,450 Tatribas Pasu Bikash Farm Tatha Kri 8,112,139
Manisha Mallaha 87,377 Tulasi Pathak (Shrestha) 166,094
Manju Malla 84,31 Tulasi Sharki Nepali 30,970
Manju Thapa 18,355 Uma Kumari Chaudhary 27,669
Maya Kumari Gupta 122,857 V2 Collection 575,349
Maya Pun 36,368 Yanu Gurung 97,976
Meena Devi Yadav 833,006 Total 56,587,129
Megh Bahadur Basnet 818,123
Mina Thapa 156,725 u. Subsidized Loan
mfna Eurt'ng (Tamang) ﬁgggg The details of subsidized loan is as below:

ina Karki .
Mina Kumari Pun 219,039 PARTICULARS NO. OF CUSTOMERS AMOUNT (RS.)
Mojahir Bhaisi Suppliers 4,226 Subsidized Loan 362 250,183,027
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5.9 Events after reporting date

Events after the balance sheet date are those events, favorable and unfavorable, that occur between the balance sheet date
and the date when the financial statements are authorized for issue.

Appropriate adjustments in the financial statements and disclosures in notes to accounts have been made for all material
and significant events that have occurred between the balance sheet date and date when the financial statements have been
authorized for issue.

Where necessary all material events after reporting date have been considered and appropriate adjustments or disclosures

have been made in the Financial Statements as per NAS 10. There are no material events that have occurred subsequent to 16
July 2026 till the signing of this financial statement on 07 August 2026.

PRINCIPAL INDICATORS

As on 32 Ashadh 2083 Amount in Rs.
S.N. PARTICULARS INDICATORS 2078/2079 2079/2080 2080/2081 2081/82 2082/83
1 Net Profit/Gross Income % 9.62 4.78 7.80 10.53 16.00
2 Earnings Per Share Rs 18.78 .01 17.73 19.08 23.16
3 Market Value per Share Rs 349.90 327.00 416.00 500.69 474.00
4 Price Earning Ratio Ratio 18.63 29.69 23.46 26.25 20.46
5  Dividend(including bonus) on share capital % 4.64 - 12.00 15.79 15.00
6  Cash Dividend on share Capital % 0.23 - 5.00 5.79 15.00
7  InterestIncome/Loans & Advances % 13.22 15.86 14.34 11.31 9.36
8  Employee Expenses/Total Operating Exps % 59.96 62.20 63.39 64.16 66.02
9 Interest Exps on Total Deposit and Borrowings % 8.31 9.79 8.09 5.63 41
10 Exchange Fluctuation Gain/Total Income % 0.001540 0.000691 0.006564 0.011884 0.012460
11 Staff Bonus/ Total Employee Expenses % 15.58 8.90 15.10 16.06 19.63
12 Net Profit/Loans & Advances % 1.34 0.78 1.18 1.27 1.63
13 Net Profit/ Total Assets % 0.99 0.58 0.87 0.94 1.20
14 Total Credit/Deposit % 88.33 83.92 84.03 85.38 86.34
15 Total Operating Expenses/Total Assets % 1.95 1.85 1.79 1.74 1.79
16 Adequacy of Capital Fund on Risk Weighted Assets
a. Core Capital % 8.59 8.62 9.61 9.91 11.68
. Supplementary Capital % 3.54 3.62 2.89 2.67 2.49
c. Total Capital Fund % 12.13 12.24 12.50 12.58 14.16
17 Liquidity % 23.99 24.49 24.69 24.49 25.12
18  Non Performing Loans/Total Loans % 2.31 3.09 3.36 3.49 3.78
19 Weighted Average Interest Rate Spread % 4.81 4.59 4.59 4.27 3.98
20 Book Net worth Rs  4,364,579,329  4,735,703,257  5,384,343,357  5,937,460,610  6,981,222,208
21 Returnon Equity % 13.52% 7.63% 10.81% 11.28% 13.01%
22 Total Ordinary Shares Number 31,425,770 32,811,647 32,811,647 35,108,462 38,619,308
23 Book Net Worth Per Share (Equity Shareholders) Rs. 139 144 164 169 172
24  Reserve & Surplus Rs  1,222,002,307  1,454,538,589 2,103,178,688 2,426,614,414 2,769,291,393

25 Total Employees Number 955 1,031 988 966 969
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* Doorstep banking service is currently available within the Kathmandu Valley!
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