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About this report
This report provides a concise and transparent overview of our organization's strategy, governance, performance,
and prospects within the context of our external environment. It highlights how these elements contribute to value
creation over the short, medium, and long term.

We are pleased to present our Annual Report, prepared for the period from 1 Shrawan 2080 to 31 Ashad 2081.
This report adheres to the principles of the Integrated Reporting (<IR>) Framewaork, as issued by the International
Integrated Reporting Council (IIRC). It aims to deliver a balanced, accurate, and succinct account of the Bank's
activities, achievements, and future aspirations. The scope of this report includes both financial and non-financial
performance, along with our outlook and strategic objectives across various time horizons.

Targeted readers

This report contains information relevantto all our current and
potential stakeholders including shareholders, regulators,
investors, customers, employees, government, and society.

Reporting guidelines

This report is guided by the Integrated Reporting <IR>
Framework issued by International integrated reporting
council and prepared as per management discretion. Further,
the financial information herein was prepared in accordance
with the Nepal Financial Reporting Standards (NFRS) and our
reporting aligned with the Companies Act 2063, Bank and
financial institution act 2073 and other relevant regulation
and standard as applicable.

While Integrated Reporting is not yet mandatory for Nepalese
organizations, this report reflects an effort to align with the
<IR> Framework principles as far as practicable. Certain
requirements of the IIRC framework may not be fully met
due to the voluntary nature of integrated reporting in Nepal.

Materiality

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

Forward-looking statements

This report includes forward-looking statements related
to our financial performance, operations, and strategic
objectives. These statements are subject to inherent risks
and uncertainties, as they depend on future events and
circumstances that may deviate from current expectations.
Consequently, actual outcomes may differ materially from
the projections expressed or implied herein. It is important to
note that these forward-looking statements have not been
reviewed by our auditors.

Combined assurance and independent
assessment

We used a coordinated combined assurance process
to assess and assure various aspects of the business A
combined assurance process has been employed to validate
and ensure the integrity of various aspects of our operations
and external reporting. This includes:

« Internal Assurance: Provided by management and the
Board of Directors.

- External Assurance: Our financial statements have been
independently audited by B.R.S. Neupane & Co., ensuring
compliance with relevant standards and regulations.

This report represents our commitment to transparency,
accountability, and value creation, ensuring a comprehensive
perspective for all stakeholders.
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LETTER OF TRANSMITTAL

To All shareholders

Lumbini Bikas Bank Limited

Nepal Rastra Bank

Office of Company Registrar
Securities Exchange Board of Nepal
All Stakeholders

Dear Stakeholder,
Subject: Transmittal of Annual Report 2080-81

| am pleased to submit Lumbini Bikas Bank Limited's Annual Report for the fiscal
year 2080-81. The report provides a comprehensive overview of the bank's
strategic initiatives, responses to the evolving external environment, diverse
product portfolio, value-added activities, and stakeholder engagements. It also
includes a detailed analysis of financial highlights and key performance indicators,
showcasing LBBL's continued resilience and adaptability in the dynamic financial
landscape.

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

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

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

Naresh Singh Bohra
Chief Executive Officer/Company Secretary
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Organizational overview and
external environment

We Lumbini

Lumbini Bikas Bank Limited (LBBL) was established with a visionary mission to redefine the
banking experience in Nepal by prioritizing client-centric services, operational excellence, and
innovative solutions. Over the years, LBBL has evolved into a reliable and dynamic development
bank, setting benchmarks in the financial sector. Guided by the principles of integrity, adaptability,
and stakeholder empowerment, the bank has become a symboal of trust and progress in Nepal's
rapidly transforming financial ecosystem.

LBBL remains committed to driving financial inclusion, enabling economic development, and
delivering exceptional value to its customers, employees, and stakeholders. Through continuous
innovation and technological adaptation, the bank is poised to remain a trusted partner in the
journey of economic growth and financial prosperity.

Founded with the vision to be client-centric, operationally-integrated and delivering exceptional
services to stakeholders spirited with glaring focus on customer service, Lumbini Bikas Bank has
rightfully bespeak itself as a cornerstone and trustworthy development bank of Nepal. Standing
with a network of 89 branches and 1 extention counter, 20 ATMs and joint support of 632
staffs providing diversified services to 18,424 loan customers and 437,913deposit customers,
Lumbini continues to set the highest benchmark in development banking scene through its
endeavors towards enhancing customer experience, adapting to technological advancements
and enriching people’s lives. Continuous quality services to customers has always been the
driving force of the bank.

Being based upon a robust footing, inexorable and perennial customer support, plausible
strategies and prudent management practices which have been the paramount pillars of
unprecedented success that it has enjoyed over the past 17 years. Providing entire gamut of
banking and other financial services under the license to carry banking operations as a ‘B’ Class
financial institution from the Nepal Rastra Bank under the Bank and Financial Institutions Act,
2073, Lumbini has been constantly evolving to better itself, so as to always better serve the
stakeholders.

Having completed the 17th Fiscal Year (and Seven years after the latest merger of Vibor Society
Development Bank and Lumbini Finance & Leasing Co. Ltd. on 25th Ashad 2074), bank strives to
be unsurpassed in delivering of the catalogue of banking services it has to offer.




ISSUER RATING

ICRA Nepal has assigned arf issuer rating of [ICRANP-. ,

IR] BB@ [pronounced ICRA NP issuer rating double
B) to Lumbini Bikas Bank Limited (LBBL) and placed it
on "Watch" with an emphasis on areas for potential
improvement. This rating signifies LBBL's = ongoing
ability to meet its financial obligations-while providing
an opportunity for the bank to further strengthen its
operationaland ffaancial position. With a solid foundation
built on successful strategic initiatives and competitive
positioning within the development banking sector,
LBBL remains committed to driving sustainable growth.
The "Watch" status highlights ICRA Nepal's active
engagement in evaluating the bank's evalving dynamies,
reflecting confidence in LBBL'S capacity to enhance its
resilience, seize opportunities, and continue delivering
value to its stakeholders.
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OUR HISTORY & TIMELINE

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

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

Society Development Vibor Bikas
KBank Ltd. (former H&B) Bank Ltd.
Vibor Saociety Lumbini Finance &
Development Bank Ltd. Leasing Co. Ltd.
LUMBINI BIKAS
BANK LIMITED
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Shareholding Structure
The shareholding structure of current paid up capital of the development bank consists of 51.01% of promoters and 48.99%
of public shareholders.

M Public M Promoter M Others Institutions M Individuals

Our Associates

Lumbini Bikas Bank has Board level

representation on three Financial

Institutions namely

% Deprocs Laghubitta Bittiya
Sanstha Limited

% NADEP Laghubitta Bittiya
Sanstha Limited

% Muktinath Capital Limited

In all these organization, Lumbini Bikas
Bank has ensured good and effective
corporate governance which has
resulted sustenance and growth of all
these organizations.

*Composition of Investment in Associates

M Deprosc Laghu Bitta M Nadep Laghubitta B Muktinath
Bittiya Sanstha Ltd. Bittiya Sanstha Ltd. Capital Limited

17" ANNUAL REPORT [2028/2024




BOARD OF DIRECTORS

Mr. Chintamani Bhattrai
has involved in
leadership and
management position in
Financial Institution. He
has been with Lumbini
Bikas Bank Limited for
more than 23 yearsin
various capacity. Mr.
Bhattarai's extensive
involvement with Rotary
International is highly
noticeable as District
Governor of Rotary
District 3292 Nepal &
Bhutan in year 2018/19.

Mr. Ram Chadra Sigdel
has experience

in leadership and
management as Board
of Director of Banking
and Financial Institution,
in academic sector as
well asin business
sector. He has been
associated with Lumbini
Bikas Bank Limited
since 31st Bhadra,
2075.

Mr. Prabin Krishna
Shrestha has 19
years of banking
experience with
more than 12 years
in Managerial
Position in
commercial Bank.
He has been
associated with
Lumbini Bikas Bank
Limited since 31st
Bhadra, 2075 as a
director.

Mr. Arjun Thapa
An MBA from
Tribhuwan
University with
more than 26
years of experience
in different
commercial

banks with wide
range of banking
exposures. He has
been associated
with Lumbini Bikas
Bank Limited since
Poush 2079 as a
director.

17" ANNUAL REPORT
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Mr. Ganesh Raj Regmi

An experience professional
with more than 25 years of
exposure in Auditing and
finance field. He has been
assaciated with Lumbini Bikas
Bank Limited since Poush
2079 as a director.

Mr. Keshav Khatiwada,

an MBS, MA as well as BL
Degree holder from Tribhuwan
University has been in Board
of Directors of Lumbini Bikas
Bank Limited since 29th
Falgun, 2076. He has Strong
knowledge of governing
bylaws and to implement
company procedures.

Mr. Jaya Dev Shrestha With
over 32 years in public sector
financial management and five
years as an Accounts Member
in Debt Recovery Tribunal.
Expertise spans budgeting,
audit, treasury management,
tax administration, financial
administration, and project
oversight. Holds a Master's in
Public Administration, a Master's
in Business Administration,
and a Bachelor's in Law from
Tribhuvan University.
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OUR EXECUTIVE MANAGEMENT

MR. NARESH SINGH BOHRA
CEO

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

MR. UMESH REGMI
DCEO

Executive MBA Degree holder from Purbanchal University and CA Intermediate
from The Institute of Chartered Accountants of Nepal, Mr. Regmi has 20 years of
experience in Banking / Financial sector. He worked in executive levels including
CEOQ in various BFls, is currently working as Deputy Chief Executive Officer with
Lumbini Bikas Bank Limited.

MR. SUMAN ACHARYA
DCEO

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




OUR NETWORK & BRANCHES

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

Koshi Okhaldhunga, Sunsari, Morang, Jhapa M

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

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

9 Lalitpur, Kavrepalanchowk, Lele (Extension Counter)

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

Lumbini Kapilbastu,_Rupandehi, Banke, Nawalparasi West, 1
Dang, Bardiya

Karnali Surkhet 1

Sudurpashchim | Kailali, Kanchanpur 5

ATM Network

Head Office: Dillibazar

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

| Lele (extension counter)
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EXTERNAL ENVIRONMENT ANALYSIS

We have shown a strong commitment to sustainability, with a focus on integrating environmental and social risks into decision-
making processes. The bank has pioneered products and services that align with sustainability goals and has executed several
environmental activities like tree plantations to promote conservation. The bank's efforts go beyond reducing pollution; it
actively contributes to a healthier environment, fostering a positive impact on the broader ecosystem. These initiatives reflect
Lumbini's holistic approach to a greener and more sustainable future, combining responsible business practices with hands-on

environmental action.

PESTEL-G analysis:

A PESTLE-G analysis is a strategic framework used by
businesses, including banks, to assess and understand
the external factors that can impact their operations and
decision-making. The acronym PESTLE-G stands for Political,
Economic, Sociocultural, Technological, Legal, Environmental,
and Geopolitical factors.

Political Factors:

The political environment in Nepal is volatile due to frequent
changes in government leadership, as no single party has
secured a majority in parliament. This instability can result in
fluctuating business conditions, posing a potential risk to the
bank's operations. Changes in government policies, taxation,
trade regulations, and monetary policies can impact the
bank’s strategic planning and financial stability.

Economic Factors:

The economic landscape, including inflation rates, exchange
rates, and economic growth, directly influences LBBL's
operations. Economic conditions such as rising interest

rates increase the cost of funds for banks, leading to lower
demand for loans. This also affects the purchasing power
of customers and the liquidity within the banking sector. As
a result, banks must adopt prudent financial strategies to
navigate the challenging economic environment.

Sociocultural Factors:

Sociocultural factors, including demographic trends,
consumer preferences, and social values, impact LBBL's
customer base. In rural areas, lower literacy rates may hinder
the bank's efforts to expand its customer base, especially
in digital banking. Additionally, shifts in consumer behavior,
such as increasing adoption of digital banking, may require
the bank to invest in technology and adjust its services to
meet evolving demands.

Technological Factors:

Technological advancements, including innovations in
digital banking, cybersecurity, and new technologies such
as blockchain and artificial intelligence, can create both
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opportunities and challenges for LBBL. While staying competitive requires investing
in the latest technologies, it also heightens the risk of cyber threats. Ensuring
secure and efficient technology systems is essential for maintaining customer
trust and operational stability.

Environmental Factors:

|[Environmental factors, including climate change and sustainability practices,
are becoming increasingly important. LBBL's commitment to sustainability,
including green financing initiatives, helps reduce its environmental footprint and
supports the global push for environmental responsibility. Banks must evaluate
the environmental risks of their lending portfolios, ensuring that they support
sustainable projects while minimizing their impact on the environment.

Legal Factors:

LBBL must comply with various laws and regulations, including banking laws,
anti-money laundering laws, and data privacy regulations. Legal non-compliance
can lead to severe financial and reputational consequences. The bank must keep
abreast of changes in regulations to ensure full compliance and mitigate any legal
risks.

Geopolitical Factors:

Geopolitical factors, including global trade disputes, political instability, and
international conflicts, can affect LBBL's operations, especially in terms of
investment decisions and market conditions. Geopolitical changes can impact
interest rates, currency exchange rates, and the distribution of financial
resources. The bank needs to monitor global political developments as they can
influence both its operations and the broader financial environment.

By conducting APESTEL-G analysis helps LBBL assess external factors that can
affect its operations and decision-making processes. By understanding political,
economic, sociocultural, technological, legal, environmental, and geopoalitical
factors, the bank can strategically plan to mitigate risks and capitalize on
opportunities. This proactive approach ensures that LBBL can adapt to a rapidly
changing business environment, ensuring its long-term sustainability and
success.




formation Technology and Digital
Banking: A Strategic Priority

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

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

Comprehensive Digitalization Efforts
Since its inception, LBBL has pursued a clear vision of digital

excellence. This encompasses:
2 Data Center and Network Enhancements:

- Upgraded its Data Center (DC) with new servers and
high-capacity networks to enhance operational
resilience and efficiency.

- Implemented High Availability (HA) configurations to
ensure redundancy and minimize downtime.

7 Innovative Security Measures:

- Deployed Two-Factor Authentication (2FA) and advanced

antivirus solutions to bolster system security.

- Initiated the implementation of a Web Access Firewall
(WAF) to safeguard web applications.

2 Customer-Centric Innovations:

- Enhanced its mobile banking application with card-less
withdrawal and interoperability for QR payments.

- Launched an e-KYC portal, allowing customers to
conveniently update their information online.

7 Operational Optimization:

- Automated key processes using advanced tools like
Smart Credit software and Operations Management
System (OMS).

- Introduced web-based portals to streamline departmental
workflows, such as transaction dispute processing and
digital sales tracking.

2 Strategic Upgrades:

- Migrated critical systems like Microsoft Windows
Servers and SQL Servers to the latest versions for
improved performance and compliance.

- Initiated RPA (Robotic Process Automation) pilots to
automate manual processes.

Future-Proofing with Innovation
LBBL's approach to IT and digital banking is rooted in the
belief that continuous innovation is essential for long-term
success. Upcoming plans include:

- Strengthening Security

- Enhancing Customer Experience

- Expanding Capabilities
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GREEN BANKING AND
GREEN FINANCING POLICY

We stands as a pioneer in the domain of green banking, surpassing the
conventional focus on reducing carbon-emitting equipment. Our commitment
extends to the forefront of environmental responsibility, particularly showcased
in the integration of green principles into our mortgage and loan offerings.
LBBL, aligning with international best practices, not only prioritizes minimizing
our own environmental footprint but actively champions the financing of
sustainable development projects.

Operating on a strategic and globally aligned financial approach, LBBL places
a premium on investments in environmentally friendly products and activities.
Our embrace of a green financing policy signifies our dedication to fostering
a circular, green, and sustainable economy. This commitment goes beyond
meeting regulatory requirements, as LBBL proactively seeks opportunities to
support initiatives in line with the principles of environmental sustainability.

Recognizing that green banking signifies a transformative shift towards
responsible and sustainable practices, LBBL goes the extra mile by integrating
green banking concepts into our core operations. This includes the promation
of green loans and mortgages, encouraging environmentally conscious choices
among our valued customers and establishing a symbiotic relationship between
financial profitability and ecological responsibility.

Adopting an international perspective on green banking and financing, LBBL
aspires to play a transformative role in shaping a sustainable future. Our
initiatives transcend conventional banking practices, reflecting a profound
commitment to environmental stewardship and the proactive promotion of
a green economy through well-thought-out financial strategies and policies.
LBBL's halistic approach underscores our dedlcatlon to maklng a positive
impact not only in the financ buting to a more
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MAJOR FINANCIAL HIGHLIGHTS

AJFinancial performance
i) Net Profit

Amount in million
Year ‘ Amount
2080-81 54367
2079-80 49767
2078-79 63719
2077-78 43397
2076-77 378.56

2075-76 62068
207576 207677 207778 207879  2079-80  2080-81

The data shows a positive recovery in 2080-81, with 2080-81 suggests potential for sustained improvement,
the amount increasing to 543.67 from 49767 in 2079- showcasing a positive shift in performance. This momentum
80, indicating a rebound after a previous decline. Despite  could signal strengthening factors driving the results,
fluctuations in earlier years, this recent growth highlights  reflecting an encouraging outlook for the coming periods.
resilience and a promising upward trend. The recovery in

Total operating income Amount in million

Year ‘ Amount

2080-81 2,037
2079-80 2,047
2078-79 1737
2077-78 1523
2076-77 1294

2075-76 1341 2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

The total operating income demonstrates a consistent upward trend from Rs 1,341 million in 2075-76 to Rs 2,047 million in
2079-80, reflecting a growth of 52.65% over five years. This growth highlights effective financial management, strategic
business operations, and successful expansion of services and customer base. While there was a slight decline to Rs 2,037
million in 2080-81, the overall performance indicates sustained income generation capacity. These results emphasize the
bank's ability to capitalize on investment strategies and operational efficiency, ensuring steady growth in a competitive
environment.

iii)Net interest margin Amount in million

Year ‘ Amount

2080-81 1,754.83
2079-80 184379
2078-79 1,532.36
2077-78 121100
2076-77 114975
2075-76 130163

2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

The Net Interest Margin (NIM) has grown steadily from Rs 1,301.63 million in 2075-76 to Rs 1,843.79 million in 2079-80,
representing an overall increase of approximately 41.6% over five years. This growth reflects effective management of
interest-earning assets and liabilities, enabling the institution to enhance profitability through core lending and investment
activities. While there was a slight decline to Rs 1,754.83 million in 2080-81, the overall trend demonstrates resilience and
operational efficiency.
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Year Amount
2080-81 1545
2079-80 1471
2078-79 19.40
2077-78 14.93
2076-77 13.94
2075-76 28.09
The earnings per share (EPS) has a fluctuating pattern over
the past six years, ranging from a peak of 28.09 in 2075-76

to a low of 13.94 in 2076-77.

2075-76 2076-77 2077-78

B) Financial position
i) Total Assets

Year
2080-81

Amount in million

Total Assets

69,08760
2079-80 58,89146
2078-79 56,688.51
2077-78 4412517
2076-77 34,496.58
2075-76 30,027.32

2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

We have demonstrated consistent and remarkable growth in total assets over recent years, increasing from Rs. 30,027.32
million in 2075-76 to Rs. 69,087.60 million in 2080-871. This growth reflects effective management strategies, driven by robust
investment and loan portfolios, and highlights a significant 103.89% increase in assets compared to 2078-79. Such a trend
underscores the institution's strong financial performance and its ability to expand its asset base steadily over time.

ii) Total loan and advance
Amount in million

Year ‘ Total loan & Advance
2080-81 4960865
2079-80 44,570.34
2078-79 4113347
2077-78 33,00044
2076-77 25,766.60
2075-76 22,769.86

2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

The total loans and advances reveals a consistent upward trend over the years, from Rs 22,769.86 million in 2075-76 to Rs
49,608.65 million in 2080-871. The remarkable increases underscore the bank's proactive lending strategies and sustained
efforts to expand its loan portfolio. This growth could be attributed to factors such as increased demand for credit, effective
risk management, and potentially successful customer acquisition initiatives.
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Sector wise loan and advance

% increase/

Sector b Principal No. Principal Decrease
1 Agricultural and Forest Related 6974 641567 6473 5716.05 12.24%
2 Fishery Related 53 18417 48 146.96 25.32%
3 Mining Related 0 - 8 9.97 -100.00%
4 "Agriculture, Forestry & Bevarage 153 989.76 139 904.66 9.41%
Production Related"

5 Non-food Production Related 263 1,042.00 243 912.59 1418%
6 Construction 116 83758 247 1,576.52 -46.87%
7 Power, Gas and Water 53 3,8989.99 45 3,530.55 13.01%
8 Metal Products, Machinary 30 210.76 28 69.09 205.05%

& Electronic Equipment &

Assemblage
9 Transport, Communication and 376 561.27 515 65172 -13.88%

Public Utilities
10 Wholesaler & Retailer 1340 477594 1389 444305 749%
1 Finance, Insurance and Real Estate 285 744590 269 6,261.95 18.91%
12 Tourism Service 254 213790 233 1,613.88 3247%
13 Other Services 236 2,759.75 229 2,086.37 32.28%
14 Consumption Loans 8031 18,229.15 7394 16,622.09 9.67%
15 Local Government - - 0 -
16 Others 260 28.81 324 24.88 15.78%

TOTAL 18424 49,608.65| 17584 44,570.34

The sector-wise loan distribution for FY 2080/81 shows notable changes compared to FY 2079/80. Agriculture and forestry
loans grew by 12.24%, while fishery loans increased by 25.32%. The tourism sector saw significant growth of 32.47%, and
other services rose by 32.28%. Metal products, machinery, and electronics recorded the highest growth at 205.05%. However,
construction loans declined sharply by 46.87%, and transport, communication, and utilities loans decreased by 13.88%.
Finance, insurance, and real estate loans rose by 18.91%, and consumption loans increased by 9.67%. Overall, total loans grew
by 11.31%, reflecting sectoral variations in lending.

Total Deposit

Amount in million

Year ‘ Amount
2080-81 60,233.79
2079-80 50,584.30
2078-79 4514484
2077-78 37162.81
2076-77 29,705.26
2075-76 24,806.24

2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

The total deposit shows a steady and impressive growth trend, increasing from Rs 24,806.24 million in 2075-76 to Rs
60,233.79 million in 2080-81. This reflects growth rates between 111.83% and 125.11%, highlighting the bank's success in
attracting and retaining deposits consistently. The sustained growth signifies strong customer trust, effective marketing
strategies, and an overall favorable economic environment that encourages savings.
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Deposit category -
Amount in million

FY 2080-81 FY 2079-80
Deposit category
Amount Amount

Current 1,089.08 1.81% 1017.07 2.01%
Saving 12143.31 2016% 5,061.30 1791%
Fixed 42,0680.81 69.83% 36,338.01 71.84%
Call Deposit 4,919.98 817% 4148.00 8.20%
Margin Accounts 2062 0.03% 19.92 0.04%
Total Deposit 60,233.79 50,584.30

"The deposit composition for FY 2080-81 highlights key trends across various categories. Current deposits declined slightly,
representing 1.81% of total deposits compared to 2.01% in FY 2079-80. Saving deposits grew significantly to 20.16%, up from
17.91%, reflecting a higher preference for savings instruments among depositors. Fixed deposits, holding the largest share at
69.83%, saw a slight decline from 71.84% in the previous fiscal year, but continue to dominate, indicating depositor trust in
long-term investment options. Call deposits remained stable at 8.17%, showing consistent usage of short-term instruments.
Margin accounts, though minimal at 0.03%, showed a slight uptick, highlighting marginal utilization. In summary, the overall
deposit growth to Rs 60,233.79 million signifies a healthy financial environment, balancing liquidity and long-term investments
effectively.

Number of Deposit Account

Year ‘ No of account
2080-81 437913
2079-80 394,804
2078-79 331,447
2077-78 268,867
2076-77 218,840
207576 2 6'621 2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

"The data onthe number of depositaccountsillustrates a consistent and steady increase over the years. This growth reflects the
bank's success in attracting and retaining customers, leading to an expanding customer base. Starting from 216,621 accounts
in 2075-76, the number of deposit accounts has reached 437,913 in 2080-81, demonstrating a significant upward trend.

Such growth can be attributed to the bank's effective marketing efforts, improved customer service, and competitive interest
rates. The continuous increase in the number of accounts signifies rising customer trust, engagement, and the bank's strong
market presence””
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OTHER FINANCIAL INDICATOR

a) Financial performance (in milion) 4231
i) Distributable Profit

32375
31164
2075-76 2076-77 207778 207879 2079-80 2080-81
ii) Returnontotal asset (ROTA)
207%
110% 0.98% 112%
— 085 079%
2075-76 2076-77 207778 2078-79 2079-80 2080-81
89.21% 8871%
b) Productiviy and efficiency
i) CD Ratio
8138% 8316%
[¢)
7767% 6.28%
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
ii) Cost of Fund (%) 992%
9.28% —
864%
— 784%
764%
6.33%
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
iii) Interest Spread (%)
479%
458% 458%
420%
413% 414%
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
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iv) Base Rate (%)
1192%
1092% p—
11.02% 992%
818%
9.40%
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

c) Risk management
i) NPA

334%
2074-75 2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
i) LLP/Loan
294%
5559 /
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
iii) Capital adequacy ratio
16.54% \
13.40%
13.26% 12.85% °
14.20% \11‘72%
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
iv) Liquidity ratio
24.99% 2510% / 28.40%
23.37%
23,689 m— B
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
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d) Shareholder value
i) Return on equity

14.75%
1M12%

0,
8.52% 8.20% 8.00% 813%

2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

ii) Book value per share

19043

2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

2362%

14.97%

14.02%
10.81%

o 8.89% 8.86%
iii) Distributable profit per share

2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

28.09%
19.40%
15.45%
13.94% 14.93% 1471%

iv) Earning per share
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
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v] MPS 585
413 4166
341
181
197
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
3918%
vi) PE Ratio
0,
28.07% —
701%
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

e) Staff productivity (in milion)
i) Deposit per staff

/531

7979

7353
5790 6819

5001

I

2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

70.80/
ii) Loan per staff 66.99 7849

60.55
SO'M
459
2075-76 2076-77 2077-78 2078-79 2079-80 2080-81

125

078 086

iii) Profit per staff

2075-76 2076-77 2077-78 2078-79 2079-80 2080-81
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How we create value

OUR PRODUCT
CREDIT

Clients have the option to select personalized credit
solutions tailored to their specific requirements, whether
they are in immediate need of a loan, seeking revolving
credit for future use, or considering options such as a home
loan, Hire purchase loan, comfort loan, or professional

loan. Some loan category offered by LBBL for its valued
customer is as follows.

®,
o

Loan against Share/ Fixed deposit/ Gold
Business loan

Personal loan

Professional loan

Home loan

Education loan

Hire purchase loan

Comfort loan

Working capital loan

Real estate loan

DEPOSIT

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

®,
o

®,
o

®,
o

®,
o

®,
o

®,
o

®,
o

®,
o

®,
o

Call account: The Call account functions as the primary
account for clients, earning interest on a positive balance.
Saving account: clients can choose the category of account
based on their need.

Fixed-term savings: clients can choose single or multiple
depaosits based on their investment preference

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

Various deposit product offered by bank for the year
include:

% Akshaya Kosh Bachat

% Bal Surakshya Bachat

Check In Saving Account

% Lumbini Talab Khata

% Lumbini Sahayatra
Muddhati Khata

% Nari Bachat

Normal Saving

DIGITAL TRANSECTION

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

o,
o

Premium Saving
Recurring Deposit
Sadharan Bachat
Senior Citizen Saving
Shareholders Saving
Sahaytra Bachat
Welcome Saving

®,
o

X4

K3
o

o

X3

6

o,
o

®,
o

*,
o

Payments (real time clearing or normal transfers)

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

X3

4

Online shopping

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

% Receiving foreign currency

Spot market transactions

Purchasing of foreign cash.

K2
”

®,
o
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Our business model

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

Available Resources

Financial capital

Financial capital arises from
shareholder investment, retained
earnings, other reserves, deposits,
and borrowings. This resource
forms the backbone of the bank's
operations, enabling it to provide
various financial services.

Human capital

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

Manufactured capital

Manufactured capital includes
the bank's physical infrastructure,
branch network, ATM network,
and other facilities essential for
operational activities.

Intellectual capital

Intellectual capital comprises
the organizational structure,
information technology network,
and technologies used to deliver
products and services efficiently.

Social and relationship capital

This capital represents the
relationships among clients,
shareholders, employees, and other
stakeholders. It also encompasses
the bank's contributions to social
development and sustainability.

Value added activity

‘ Primary activity ‘ Secondary activity ‘

- Accepting deposits

- Providing loans

- Facilitating payments
- Currency exchange

- Safe deposit locker
services

- Recruitment and talent
acquisition

- Employee retention
strategies

- Establishment and
maintenance of branch
offices

- Expansion of ATM
networks

- Enhancing IT
infrastructure

- Implementing
cybersecurity measures

- Client relationship
management

- Shareholder
engagement

- Financial advisory

- Financial literacy
training

- Environmental
protection initiatives

- Human resource
development

- Training and facilitation
- Research and
development

- Employee training and
development

- Fostering
organizational culture
and motivation

- Operational
infrastructure upgrades
- Enhancing accessibility
for stakeholders

- Developing digital
banking platforms

- Innovating financial
services

- Community
development programs
- Corporate Social
Responsibility (CSR)
initiatives

Outcome

- Return on Equity
(ROE): 813%

- Book Value Per
Share (BVPS):
190.08

- 632 highly skilled
employee

- Total branches:
S0 including
extention counter
- Total ATMs: 20

- Mobile banking
users: 111,439

- Internet banking
users: 4135

- Debit card users:
24,587

- Loan customers:
18,424

- Deposit
customers:
4,37913

How we share the value

"The financial performance for
fiscal year 80-81was marked

by a commendable total profit of
Rs. 54,36,67,622. Demonstrating
a commitment to rewarding
shareholders, the board proposed
a dividend of 7.00%, amounting to
Rs. 24,62,69,390 earmarked for
distribution among shareholders.

Throughout fiscal year 2080-
87, the bank facilitated 105
training sessions, . Financial
investments in enhancing skills
amounted to Rs. 71,73,288,
while comprehensive employee
benefit expenses totaled Rs.
51,0166,387.

The bank’s extensive network
efficiently delivers services to
4,37913 depositors and 18,424
borrowers.

Customers benefited from total
interest payments amounting to
Rs. 5,140 million during the fiscal
year.

The bank conducted numerous
training and development
programs focusing on financial
literacy, environmental protection,
and sustainable development.
CSR expenses for fiscal year
2080-81 totaled Rs. 34,12,449
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"OUR STAKEHOLDERS ARE ESSENTIAL, AND WE FULFILL THEIR BASIC
NEEDS TO ENSURE PROPER SATISFACTION."

"Stakeholders are individuals and entities affected by our business activities, whether directly or indirectly. Our overarching
goal is to empower financial well-being for all, enhancing the lives of each stakeholder. Through our commitment to 'Creating
Wealth, Sustaining Nations, and Elevating Stakeholder Prosperity, we ensure that our responses to their needs are both timely

and suitable

"The responsibility for managing our relationships with stakeholders lies within the bank's management. The management
actively identifies and comprehends stakeholder requirements, giving due consideration to their legitimate needs and interests

when fulfilling their duties""

Clients

Requirement ‘ Process to fulfill requirement

« Financial services .
« Financial consultation
« Transparent pricing

« Financial literacy .

We offer various financial
product to fulfill the need of
our customer

We also offer limited need base
financial consultation to our
client to improve

Employees

Requirement/Offering

« Healthy work environment
« Work security
« Effective performance
management,
recognition and training
« Opportunity to

‘ Process tofulfill requirement
« Internal communication,

Roles and responsibility
distribution

Continuous improvement,
Training and development
Employee wellness

their financial well being improvement environment
« We offer our product with Provide opportunity to
affordable price subject to participate in training and
regulation development, promotion
¢ Training program to improve and other motivation.
financial literacy of public
Government Investor

Requirement/Offering ‘ Process tofulfillrequirement

Requirement/Offering ‘ Process to fulfill requirement

« Economic o Operate business within the « Strong management e Management team with
development boundary of government « Transparent reporting and strong banking knowledge
« Regulatory regulation. disclosure and experience

compliance
o Taxpayer
« Data provider

e Payment of regular income
taxes

e Make investment according
to sector determined by
government

e Training program to improve
financial literacy of public

« Clear and concise
strategic objective

Conductregularknowledge
sharing program.

Management commitment
towards law and regulation

Recognition of ethical
work  environment by
management

Society

Requirement/Offering ‘ Process to fulfill requirement

In conclusion, our stakeholders are at the heart
of Lumbini. The purpose of Lumbini is to fulfill the
financial needs of our stakeholders and contribute
totheir overall financial growth. We are dedicated to
assisting people with their financial requirements
and helping them achieve their financial goals.

« Access to financial
services

« Job creation

« Financial literacy

« Education and skill
development

« Corporate social
responsibility

« Various financial services offer
to the society to fulfill the need

« Provide job opportunity to
knowledgeable person

« Conduct various financial
literacy program to increase
banking awareness
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FOSTERING TEAM SPIRIT AND WELLNESS THROUGH SPORTS

We actively participates in various sports events
organized by different organizations, showcasing
its commitment to promoting physical wellness
and team spirit. Recognizing the value of sports
in boosting confidence, fostering teamwork,
and enhancing employee moativation, the bank
encourages its staff to engage in such activities. To

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

Particulars 2080-81 2079-80

Interest Earned 6.895.26 6,772.45
Other income 295.08 216.32
Interest Expenses 514044 4,928.66
Other Operating expenses 219.27 21942
Value added by Baniking services 1830.65 1,840.69
Impairment charge for loans and other losses 235.83 545.73
Gross Value added 1,594.82 1,294.96

Application Statement

To Employee 51017 462.86
Salary and other benefit 51017 462.86
TO Government 408.09 210.24
Income Taxes 408.09 210.24
TO Shareholder 287.54 39412
Dividend & Bonus Share 28754 39412
TO Expansion and Growth 389.02 22774
Reserves and accumulated Profits 277.39 12177
Depreciation and amortization 108.65 105.86
Deferred Taxation 2.98 0mM
Total of Value added allocation 1,594.82 1,294.96

Application Of value added

B To employee
M To Government
M To Shareholder

B To Expansion and Growth

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

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

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

To Expansion and Growth: This component indicates the portion of value added that is reinvested in the organization for
expansion, growth, or strategic initiatives. It represents the commitment to future development and sustainability.
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Particulars 2080/81 2079/80 Change(%)

Market price per share 416.60 413.00 1%
Number of Share 35181,341.38 33,828,212.86 4%
Total Market Value (In Millions) 14,656.55 1397105 5%
Book Value per share 190.08 18378 3%
Number of Share 35181,341.38 33,828,212.86 4%
Total Book Value (In Millions) 6,68741 612291 9%
Market Value added (In Millions) 796914 784815 2%
Fiscal Year ‘ Amount
2080-81 796914
2079-80 784815
2078-79 546941
2077-78 11,70818
2076-77 47255

2076-77

2078-79

2079-80

2080-81

The data showcases remarkable growth and consistent value creation over the years, with a steady upward trend in recent
fiscal years. The organization has demonstrated resilience and the ability to maintain strong shareholder value, highlighted
by the impressive performance in 2080-81. This consistent improvement reflects a clear commitment to strategic growth
and operational excellence, building on the foundation of past achievements to secure a promising future. The results are a
testament to the organization's dedication to creating sustained value and maximizing returns for its stakeholders.
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Du Pont Analysis:

DuPont analysis is systematic approach to decomposing return on equity for better understanding about which
factor contributed to the ROE most and which factor caused the ROE to move. It is a framework used to break
apart the underlying components of the return on equity (ROE) metric to determine the strengths and weaknesses
of the bank. For broader analysis, we used 5 factors model that covers net profit margin, total asset turnover and
financial leverage. Net profit margin is further broken down to operating profit margin, effect of non-operating
items and tax effects.

Return on Equity (RoE)
Net income/Average equity

J T

Net profit Equity

margin X turnover
Net income/
Revenue
£ DY

Revenue/
/. N\
Asset Financial
turnover X leverage ratio

Net profit
margin
Net income/

Revenue

Average equity
Revenue/ Average assets/
Average assets Average equity

DY DY

£
( W ( W )
Interest Operating Assest Financial
= b =" X burden X profit margin o X turnover 0% Leverage ratio
P Eé:_?me/ EBT/EBIT EBIT/ Revenue/ Average assets/
Revenue Average assets Average equity
G 4

Dissecting Lumbini's ROE

Particulars | 2080/81 | 2079/80
ROE 843% 8.33%
Net Profit Margin 7.56% 712%
Total Assets Turnover 011 012
Financial Leverage 9.92 967
Operating Profit Margin 84.73% 80.65%
Interest Burden 0.16 013
Tax Burden 0.57 0.70

The DuPontanalysis revealsthe keyfactorsinfluencing the slightimprovementin Return on Equity (ROE) from 8.33%
in2079/80t08.43%in 2080/81. Anotableincreaseinthe Operating ProfitMargin from 80.65%to 84.73% highlights
improved operational efficiency, driven by bettercontrol over operatingexpenses. The Interest Burden also rose from
0.126 to 0156, reflecting effective management of interest expenses relative to Profit Before Tax. However, the Tax
Burdendecreasedfrom0.70t00.57 indicatingahighereffective taxrate, which partially offsetthe positiveimpacts of
othercomponents.Thesechangescollectivelycontributedtoanincreaseinthe Net ProfitMarginfrom 712%t0 7.56%.

Despite the improved profitability, Total Assets Turnover declined slightly from 0.12 to 0.11, suggesting reduced
efficiency in asset utilization. Financial Leverage increased from 9.67 to 9.92, indicating a greater reliance on debt
or liabilities to finance operations. While higher leverage amplified ROE, it also increased financial risk. Overall, the
interplay of enhanced operational performance, higher tax liabilities, and increased financial leverage resulted in a
marginal rise in ROE. This analysis underscores how shifts in profitability, asset utilization, and leverage collectively
shape equity returns.
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Governance and social
responsibility

ENVIRONMENTAL AND SOCIAL
RESPONSIBILITY

Lumbini Bikas Bank Ltd has set up an effective mechanisms and processes of governance to adhere to ethical, legal and
regulatory standard. This mechanism helps identify and distribute the rights and responsibilities among stakeholders including
the board of Directors, managers and shareholders. A concern is established to ensure regular monitoring of actions, policies,
practices and decisions of this development so that there is no conflict of interest among stakeholders.

Each action and decision of the development bank is guided by its objective. Its vision and mission can be depicted in the
activities carried out by the development bank. The integrity is intact and there is effective encapsulation of legal and regulatory
framework in operating module. Board of Directors are entrusted with the major direction, supervision and control of the entity.
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ETHICAL WORK ENVIRONMENT

Requirement

An ethical work environment is a
workplace that promotes and upholds
a strong set of ethical principles

and values. It is characterized

by an organizational culture that
prioritizes moral and ethical behavior
in all aspects of its operations and
interactions.

Integrity: Integrity is the backbone
of an ethical work environment.
Employees, from top management to
entry-level staff, are expected to act
honestly, fairly, and consistently in
their work and interactions.

Objectivity: In an ethical work
environment, individuals are expected
to work without bias, conflict of
interest, or undue influence, while
conducting themselves with a

free and honest mindset.

Professional competence

and due care: Every person :
with specific responsibilitiesis i
required to attain and maintain

the necessary knowledge

and skills to fulfill their duties
without compromising work
quality. Regular training and
individual study are essential for
this purpose.

Confidentiality: Every person with
access to banking insider information
is obligated to maintain the
confidentiality of the information as
required and must refrain from using it
for personal gain.

Professional behavior: The bank
ensures strict adherence to all
applicable laws, regulations, and
industry standards. This includes
compliance with labor laws,
environmental regulations, and ethical
codes of conduct.

Transparency: Information and
decision-making processes are
transparent, reducing the likelihood of

hidden agendas or unethical practices.

Open communication is encouraged,
and employees have access to
relevant information.

Whistleblower Protection: There
are mechanisms in place to
protect employees who report
unethical behavior or misconduct.
Whistleblowers are encouraged
to come forward without fear of
retaliation.

The Board of Directors (BOD)

of Lumbini is committed to
recognizing and fostering an
ethical work environment.

The board acknowledges its
responsibility for maintaining such
an environment and is committed
to taking the following actions to
ensure its integrity.

Ethical Training and Education:
Organizations may provide ethics
training and educational programs to
help employees understand ethical
standards, recognize ethical dilemmas,
and make ethical decisions.

Ethical Decision-Making Processes:
Employees are encouraged to engage
in ethical decision-making processes
when faced with moral dilemmas.
This often involves considering

the consequences of actions on
stakeholders and the broader
community.

Setting Ethical Expectations:

The BOD clearly define the
organization's ethical expectations
and values. This includes drafting a
code of ethics or code of conduct
that serves as a guide for all
employees and stakeholders.

Hiring Ethical Leadership:
The BOD plays a critical role in
appointing the CEO and other
top executives. They should
prioritize hiring leaders
who have a demonstrated
commitment to ethics and
integrity.

Oversight and Governance:
The BOD established
oversight mechanisms to
ensure that ethical practices
are followed throughout
the organization. This
includes regular reviews of the
organization's ethical performance
and compliance with laws and
regulations.

Whistleblower Protection:
Implement and oversee
whistleblower protection programs
to ensure that employees can
report unethical behavior without
fear of retaliation. The BOD should
actively support and monitor the
effectiveness of these programs.
Transparent Reporting: Ensure
transparent reporting of financial
and non-financial information.
Accurate and ethical reporting
practices should be encouraged,
and any irregularities should be
addressed promptly.

Social

Responsibility: Ethical organizations
often engage in corporate social
responsibility (CSR) initiatives that
benefit society and the environment.
They contribute positively to the
communities in which they operate.

Continuous Improvement: An ethical
work environment is not static; it
strives for continuous improvement
in ethical practices and behaviors.
Feedback mechanisms are in place to
identify areas for improvement.

An ethical work environment is not
only morally sound but also often
associated with benefits such as
enhanced employee morale, loyalty,
and trust, which can contribute

to organizational success and
sustainability. It helps create a
positive corporate culture where
employees feel empowered to do
the right thing, even when faced with
difficult ethical choices.

Ethical Risk Assessment:
Regularly assess and address
ethical risks within the
organization. Identify areas where
ethical lapses may occur and take
proactive measures to mitigate
these risks.
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MANAGEMENT COMMITMENT TOWARDS
ETHICAL WORK ENVIRONMENT

Management commitment to
fostering an ethical work environment
is essential for establishing a culture
of integrity, trust, and responsibility
within an organization.

Importance of Management
Commitment:

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

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

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

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

Employee Morale: Employees

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

Elements of Management
Commitment to an Ethical Work
Environment:

Ethical Leadership: Managers

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

Communication: Management should
communicate the importance of
ethics and integrity regularly. This
includes discussing the organization's
code of conduct, ethical guidelines,
and expectations.

Training and Education: Managers
should provide ethics training and

education to employees, ensuring
they understand the organization's
ethical standards and have the
knowledge to make ethical decisions.

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

an individual's position within the
organization.

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

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

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

Reward Ethical Behavior: Recognize
and reward ethical behavior

among employees to reinforce the
organization's commitment to ethics.
Policies and Procedures: Establish
clear ethical policies and procedures
within the organization. Managers
should ensure these palicies are
followed consistently.

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

Sustainability Initiatives: If applicable,
support and drive sustainability
initiatives that consider the ethical
impact of the organization's
operations on the environment and
society.
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Continuous Improvement: Foster a
culture of continuous improvement
regarding ethical behavior. Regularly
assess and update ethical policies
and procedures based on changing
circumstances and feedback.
Response of Bank management
towards ethical work environment
Bank management has taken several
initiatives to enhance its ethical work
environment, including measures

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

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

Communication: Management
consistently communicate the
importance of ethics and integrity

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

Training and Education: Provide
ongoing training and education

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

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

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

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



CODE OF ETHICS

Our Code of ethics

We at Lumbini Bikas Bank, to the best
of our knowledge and belief, have a
mutual understanding for our ethical
acts which are properly guided by the
policies, controls and processes that
we believe have a positive impact in
what we do. Since our inception, we
have invested relentlessly in directing
our efforts in building an ethical
institution by creating an environment
through embracing our values. Our
main goal being the role model
through setting standards for ethical
behavior, we have been jointly serving
the bank with honesty, integrity,
sincerity, diligence and dedication.

While entering into a contract
agreement with bank, our staff shall
agree with the code prepared by
bank. Major objective outlines LBBL's
expectations for employee behavior,
emphasizing honesty, integrity,
sincerity, diligence, and dedication.
Major topic cover:

Stakeholder Value: Prioritize building
and maintaining positive relationships
with stakeholders, including
customers, shareholders, corporate
partners, and society.

Customer-Centric Approach:
Emphasize customer satisfaction

by providing accurate information,
avoiding misinformation, and ensuring
fair treatment.
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Shareholder Value Enhancement:
Disclose comprehensive information
to the board of directors, conduct
timely AGMs, and utilize shareholders'
finances efficiently for sustainable
returns.

Corporate Partnership: Foster
harmonious relationships with
corporate partners, demonstrating
patience, understanding, and
collaboration.

Societal Harmony: Maintain peace
and harmony with society, adhering
to societal norms, values, and fulfilling
corporate social responsibility.

Media Interaction: Deal with media
patiently, providing accurate
information, and verifying details with
authorities before disclosure.

Legal Compliance: Adhere to
prevailing laws, regulations, directives
from Nepal Rastra Bank, and internal
policies to ensure lawful operations.

Professionalism and Proactiveness:
Encourage proactiveness, adaptability
to change, continuous learning, and
creative problem-solving among
employees.

Team Development: Promote
teamwork to leverage diverse
perspectives, identify strengths and
weaknesses, and foster a collaborative
work environment.

Discrimination Prevention: Prohibit
discrimination based on gender,
ethnicity, financial status, and ensure
fair treatment of all employees.

Integrity and Honesty: Uphold
principles of honesty, transparency,
and loyalty, discouraging the abuse of
authority and conflicts of interest.

Gifts and Commission Prohibition:
Strictly forbid the giving or receiving
of gifts or commissions that may
compromise ethical standards.

Prevention of Unethical Activities:
Prohibit involvement in unethical or
criminal activities and encourage
reporting of such activities to the
authorities.

Confidentiality of Information:
Safeguard confidential information
related to the bank, trade secrets, and
customer/employee data, seeking
approval before sharing with third
parties.

Work Discipline: Maintain a disciplined
work environment, avoiding conflicts,
inappropriate language, abuse, and
ensuring adherence to workplace
protocals.

Harassment and Intimidation
Prevention: Strictly prohibit
harassment and intimidation, fostering
a positive and supportive workplace
culture.
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HOW THE BOARD FUNCTIONS

Responsibility and

accountability of board

According to Section 22 of the Bank
and Financial Institution Act 2073,
the Board of a bank possesses the
authority to carry out all the functions
of the bank, except those specifically
designated for the annual general
meeting,inaccordancewiththerelevant
acts, rules, directives, Memorandum
of Association (MOA), and Articles
of Association (AOA). The board's
responsibilities and accountability are
defined by applicable acts, regulations,
and directives such as the Company
Act, Bank and Financial Institution

Act, Nepal Rastra Bank Act, and Nepal
Rastra Bank Directive, which includes
ensuring compliance with relevant
laws and regulations.

The board of directors is responsible
for endorsing the company's strategic
path and ensuring that the approved
strategy is put into action to achieve
the organization's goals. We are
committed to maintaining elevated
levels of governance, ethical conduct,
and integrity in both our business
operations and interactions with
stakeholders.
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BOARD LEVEL COMMITTEE
AUDIT COMMITTEE

As per Section 60 of the Bank and Financial Institution ~ 8udit department serving as the committee's member
Act 2073, a bank or financial institution (BFI) is required to ~ Secretary. The audit committee’s functions include the
establish an audit committee comprised of non-executive  review of the organization's financial status, internal controls,
directors. Detailed provisions regarding the composition and ~ 8udit-related programs, and in-depth discussions on audit
responsibilities of the audit committee are outlined in the ~ findings, along with the issuance of necessary directives to
relevant directive. The board of directors is responsible for ~ the management. Both internal and external auditors of the

constituting this committee, with the head of the internal  licensed organization have the privilege of direct access to
this committee.

Composition

Mr. Ganesh Raj Regmi Co-ordinator

Mr. Arjun Thapa Director-Member

Mr. Hari Krishna Subedi Member- Secretary Head Internal Audit Department
Purpose

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

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

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

RISK MANAGEMENT COMMITTEE

The board of directors should establish a Risk Management Committee chaired by a non-executive director, with members
including the head of the operations department and the Chief Risk Officer, who will serve as the member secretary. Additionally,
the coordinator of the audit committee should have an ex-officio role in the Risk Management Committee.

Composition
Mr. Jaya Dev Shrestha Coordinator
Mr. Ganesh Raj Regmi Member
Mr. Keshav Khatiwada Member
Mr. Umesh Regmi Member
Mr. Dipendra Man Chui Chui Member Secretary
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Purpose

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

ANTI-MONEY LAUNDERING AND COUNTER FINANCING OF TERRORISM
COMMITTEE

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

Composition
Name ‘ Position in Committee
Mr. Keshav Khatiwada Coordinator
Mr. Hari Krishna Subedi Member
Mr. Dipendra Man Chui Chui Member
Mr. Dipesh Joshi Member Secretary
Purpose

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

EMPLOYEE SERVICE BENEFIT COMMITTEE

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

Name ‘ Position in Committee

Mr. Prabin Krishna Shrestha Coordinator

Mr. Ram Chandra Sigdel Member

Mr. Naresh Singh Bohra Member

Mr. Prem Lal Basyal Member Secretary

Mr. Bhuwan Khanal Member
Purpose

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

Our primary objective remains the pursuit of profitability and the growth of shareholder value; however, we are equally
dedicated to addressing societal needs related to the financial well-being and literacy of the general public. Additionally, we
acknowledge our responsibility for environmental preservation and the amelioration of any environmental degradation caused
by our operations. In fulfillment of our corporate social responsibility and commitment to societal contribution, we undertook
various activities throughout the fiscal year 2080-81.

Community investment

In our commitment to empower financial well-being for all and enhance overall quality of life, we concentrate on enhancing
numeracy skills, providing community support, making charitable donations to various organizations, and participating in
disaster relief efforts. Furthermare, we conducted diverse activities in accordance with directives from the Nepal Rastra Bank,

aimed at fostering financial knowledge and awareness within the community.

Consumer financial education

Our steadfast commitment to fostering a culture of
financial well-being extends to our employees, clients,
and communities, achieved through comprehensive
financial education initiatives. This commitment has led to
the establishment of a sustainable source of continuous
learning and inspiration. Throughout the financial year,
we have successfully implemented integrated financial
literacy training and development programs, reinforcing our
dedication to promoting a holistic understanding of financial
principles.

Charitable donations

In complement to our ongoing social support initiatives,
LBBL remains steadfast in its commitment to actively
support non-profit organizations throughout Nepal. As
exemplified by our contributions to various NGOs operating
in Nepal, we are dedicated to facilitating improved quality
of life for individuals. Additionally, we pledge to make
further donations to diverse social-support initiatives
within our communities, reinforcing our commitment to the
betterment of society.
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GREEN IS THE NEW MOTTO.

Air pollution, deforestation, eco system and food sufficiency
has continuously been degrading in Nepal. Even after many
attempts, the ill effects due to deforestation is not being
minimized. Nevertheless, many profit oriented and non-profit
oriented organization has continuously been contributing
attempts to bring about green revolution in the country.

Tewa initiated in 1995 with its philanthropic motive initiated
Tree Plantation fundraising program from 2008. With the
objective of establishing sustainable eco-system, helping
women organization via raised funds and promating
community philanthropy, it has aimed to plant 700 saplings
a year; it has been achieving its aim till this year. For the year
2023/24 Tewa approached Lumbini Bikas Bank Limited,
extending its hand for support in this philanthropic cause.

The tree plantation program was successfully concluded
in 26th August, 2023 by plantation of 700 saplings in
Manjushree Park and llam. Employees from Kantipath
Branch of Lumbini Bikas Bank Limited actively participated
in the program.
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RISK MANAGEMENT REPORT

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

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

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

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

A.Operational Risk Management Operations Risk is that risk arises from inadequate internal process, people, system or
from external events. Core Banking System (CBS) is an area to be put under highest level of safety for security of customer
information and information of the bank too. Information and Technology Division in the bank reviews and checks the security
aspects in line with ITIS Policy of the Bank. Bank has conducted an IS Audit of the bank's system and suggestions given by
the audit with respect to safety and security standards are being implemented. The Bank has an on-line real time replication
Disaster Recovery Site (DRS) which captures the record of each transaction that takes place at the Production Server. Both
the sites (Production Server and Disaster Recovery — Back up site) are housed in well- conditioned and high shock resistant
buildings and are at different seismic zone. Bank has put in place a maker and checker concept in which a transaction has to
compulsorily go through two individuals from a control standpoint with proper transaction right to capture deviations, if any.
Also, regular inspections are carried on by highly skilled individuals of Internal Audit and Risk Management department which
helps in identification and mitigation of operational risk.

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

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

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

Risk ownership

Every employee is considered a risk manager
and therefore should, on an ongoing basis,
participate in risk management activities. Each
business area has the responsibility to own
and manage the day-to-day risks within its
environmentwhichif notidentified, assessed and
treated or mitigated, could potentially prevent
the achievement of LBBL's strategic objectives
and ultimately the delivery of products and/or
services to our clients.

Risk control

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

Line of Defence

Assurance(internal)

Internal audit provides independent assurance

over the internal control environment including

independent validation and review of risk
) management and compliance processes

g across the business. They provide an annual

O  independent assurance opinion on the adequacy

@ and effectiveness of controls, including risk

6 management processes and practices by

& ensuring associated policies and processes are

= executed in line with key performance indicators
(KPIs) and within approved risk appetite and
tolerance levels.

. J

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

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

1. Credit Risk Identification
Coordinate with branches for the timely renewal/review of
credit files.

Identify and assess various risk factors, including credit,
regulatory, compliance, legal, operational, and reputational
risks during credit file reviews.

2. Credit Appraisal Review

Review new, renewal, and enhancement credit files from a
risk perspective. Assess proposals for partial release and
replacement of collateral.

Evaluate covenants placed by the approving authority to
ensure adherence and effectiveness.

CRO to Assign review task on the loan size, branch category
with high-risk or high-value loans.

3. Risk Mitigation Strategies
Ensures sufficient and properly valued collateral is secured
for loans.

Raise queries to concerned branches and review their
responses during credit file evaluations.

Provide recommendations to improve credit risk assessment
processes and implement risk-mitigating measures.

4. Monitoring and Control

Conduct regular reviews of credit files up to specified
thresholds, as determined by the CRO.

Maintain effective record-keeping practices and ensure
confidentiality of information.

5. Regulatory Compliance
Ensures the bank complies with applicable regulations from
the Nepal Rastra Bank.

Perform additional tasks as assigned by the Head of Credit
Risk Management/CRO in line with regulatory requirements.

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

Key Functions of the IRM Department

1. Risk Identification

Identify and address all risk-related issues, including
Operational Risk, Liquidity Risk, Market Risk, AML, and other
associated risks.

Conduct regular onsite inspections of branches based on
Operational Risk grading parameters to detect potential
risks.

el (o 3@ 7.
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Uses tools like Risk Register, Control Self-Assessment
(RCSA) and Key Risk Indicators (KRIs) other as defined by
Operational Risk Management Guidelines.

2. Risk Assessment and Measurement
Prepare Reports for presentation in the Risk Management
Committee (RMC) as requied.

Analyze and assess the Risk Profile of LBBL quarterly,
including ICAAP requirements based on BASEL Ill guidelines.

3. Risk Integration

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

4. Risk Mitigation

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

5. Risk Monitoring and Control

Arrange and oversee regular inspections of branches to
evaluate operational risks and report findings to higher
authorities.

Maintain effective record-keeping practices and ensure
confidentiality of sensitive information.

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

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

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

6. Risk Reporting
Prepare and submit required reports to relevant authorities
to facilitate informed decision-making.

Support the CRO in preparing reports and analyses for
management and the Risk Management Committee.

Submits required reports to the Nepal Rastra Bank) and
complies with regulatory requirement.

By implementing robust credit risk management and
integrated risk management practices under the leadership
of chief credit officer, we safeguard assets, minimize losses,
and maintain profitability while complying with regulatory
requirements.

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

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

Risk management process

0}

02

Risk identification ‘ Risk evaluation

03

‘ Risk treatment

04

‘ Risk monitoring

05

‘ Risk reporting

Risks are
identified

and raised by
employees across
all levels of the
organization,
although

the primary
responsibility for
managing these
risks lies with

the first line of
defence. The first
line of defence
also conducts
Risk Control Self-
Assessments
(RCSAS),
supported as
necessary by the
second line of
defence, which
ensures that risks
are thoroughly
evaluated and
appropriately
addressed.

The organization evaluates
risks using a risk matrix,
which ensures consistency
in assessing both the
impact and likelihood

of various risks. This
evaluation takes into
account both inherent
risks (those present before
controls are applied)

and residual risks (those
remaining after controls
are implemented). The risk
management department
plays a crucial role in
supporting the business
by providing independent
oversight, continuously
monitoring risks, and
ensuring alignment with
the board's strategic
objectives.

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

Risk monitoring is
integrated into daily
operations through
the use of Key Risk
Indicators (KRls),
which measure risk
against established
tolerance levels.
These KRIs are
accessible via

the management
operating system
(MOS) and are
reviewed regularly
to ensure that

risks remain

within acceptable
parameters.
Additionally, the
organization
conducts scheduled
mitigation reviews
with risk owners
and actively
monitors emerging
risks, ensuring

that new or
evolving threats
are identified and
addressed promptly.

The organization ensures
that risk reporting is clear,
concise, and effective,
enabling management
and the board to make
informed decisions. In line
with the Basel Committee
on Banking Supervision
(BCBS), the organization
has adopted the Basel
principles for Risk Data
Aggregation and Risk
Reporting (RDARR),
ensuring that the right
risks are reported to the
right people at the right
time. This practice allows
for timely and accurate
risk data, supporting
proactive decision-making
and improving overall risk
governance.
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Our risk appetite and tolerance Our risk appetite is the level
of risk we are willing to accept while pursuing our strategic
objectives. Strategic decisions are aligned to risk appetite in
order to account for the cycle and stressed scenarios. A risk
appetite framework helps balance risk-taking and delivery of
sustainable growth and returns to shareholders. We have a
low appetite for operational risk, which means that minimal
risk is accepted, and a cautious approach is taken towards
operational risk. However, for certain risk events, such as
those related to employee diversity, discrimination and
harassment and non-compliance, we adopt a zero-tolerance
approach. Our risk appetite and tolerance limit is set by
risk management committee, and continuous monitoring is
carried on for risk appetite and tolerance by risk management
department any deviation is immediately escalated to risk
management committee which may further escalate to BOD
for immediate action.

Our risk tolerance is the extent to which we are willing to
tolerate a deviation from targets set for strategic objectives
as a result of a potential or actual risk. It is determined
by considering various measures for our key strategic
objectives. We then consider the range of outcomes above
and below acceptable targets. Tolerance is measured by our
MOS key risk and performance indicators. tolerance level
breaches

In recent times, the banking industry has been grappling with
significant challenges brought on by economic recession,
particularly in the areas of credit recovery and rising non-
performing assets (NPAs). The increase in NPAs has led
to financial difficulties for banks, as customers unable to

foiRoc A&

generate adequate cash flow fail to repay their loans. This
situation underscores the critical role of the risk management
department in ensuring the quality and sustainability of the
bank's credit portfolio. The department assesses credit
risk by evaluating the client's repayment history, cash flow
capacity, and overall financial health to generate a credit risk
score. This score serves as a vital tool in mitigating the risk of
loans turning into non-performing assets, thereby protecting
the bank’s financial stability.

Simultaneously, the rapid advancement of technology has
introduced new risks in the banking sector. Technological
risks, such as fake messages, fraudulent OTPs, and phishing
scams, have become increasingly prevalent. Cybercriminals
impersonate banks, sending deceptive messages to
customers, tricking them into sharing sensitive information
or clicking on harmful links. These scams often result in
unauthorized access to accounts, leading to financial losses
for both customers and banks. The growing reliance on
digital and mobile banking has further amplified these risks,
necessitating robust measures to safeguard against them.
A strong risk management department plays a pivotal role
in addressing these technological threats. By collaborating
with the information technology (IT) department, the risk
management team can recommend updates to IT policies
and systems to strengthen authentication mechanisms and
improve cybersecurity defenses. Additionally, the operational
risk management department can ensure that operational
manuals and procedures are regularly reviewed and updated.
This proactive approach helps minimize cybersecurity risks
by incorporating the latest advancements and best practices
into the bank's operational framework.
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Chartered Accountants
ICAN Reg. No.: 24

ember of @ Nexia

) ot

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

Opinion

We have audited the accompanying financial statements of Lumbini Bikas Bank Ltd (Bankj,
which comprise statement of financial position as at Ashad 31, 2081 (July 15, 2024) and
statement of profit or loss, statement of comprehensive income, statement of changes in equity
and statement of cash flows for the year then ended and a summary of significant accounting
policies and notes to the financial statements.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Bank as at Ashad 31, 2081, its financial performance and its cash flows for the
year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).

Basis for Opinion

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

Key Audit Matters

Key audit matters are matters based on our judgment, are of most significance in the audit of
the financial statements of the current period, which were addressed in the context of the audit
of the financial statements as a whole, and in forming our opinion thereon. We do not provide
separate opinion on these matters.

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

Following are the Key Audit Matters:

Naya Basti Marg, House No. 22
P.O. Box 8137, Baluwatar

B.R.S. Neupane & Co. T

E-mail: chartered@brs.com.np
Web : www.brs.com.np

S.No. Key Audit Matters How the matters were addressed in our
audit

1. Investment Securities Valuation
Ref. Note no. 4.8 and accounting policies to the financial statements.

The Bank has total investment | We applied following procedures in respect of
securities of Rs. 11,699,956,371 as at | Investment verification:

31st Ashadh 2081 classified into
different categories as Investment | » Review of accounting policies adopted by the

securities measured at amortized cost Bank based on Nepal Financial Reporting
and Investment in equity measured at Standards and the Directives issued by NRB
fair value through other and compliance of the same.

comprehensive income, which in

aggregate represent 16.93% of the Evaluation of management’s assessment to
total assets of the Bank. categorize  investments into  different

categories as Investment securities measured
at amortized cost and Investment in equity
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Classification of investment into
different categories as Investment
securities measured at amortized cost
and Investment in equity measured at
fair value through other
comprehensive  income  warrant
management judgement and it
impacts on valuation of investment
securities and impairment allowance.

Due to the percentage of volume over
total assets and the requirement of
management judgment for
measurement of impairment
allowance, considered this as key
audit matter.

measured at fair value through other
comprehensive income

» Verification of valuation of investment on

sampling basis in reference to its cost and
quoted market price as the case may be.

» Verification of impairment allowance

providgd for different investments in
commensurate with NFRSs and NRB
Directives.

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

Loan Loss Provision

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

The Bank’s advances to the
customers represent 66.94% of its
total assets at the end of the period
under review and are stated at Rs.
46.25 billion which is net of provision
of Rs. 1.84 billion. The provision
against advances was identified as a
key audit matter as it involves a
considerable degree of management
judgment and compliance with
Directives and Circulars issued by
Nepal Rastra Bank.

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

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

» Business sites visit of the borrowers on
sampling basis.

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

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

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

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

Loan loss provision made by the Bank is
considered acceptable.
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Other Matters

We did not audit the financial statements and other financial information of the associate
companies. Disclosures included in respect of associate companies are based solely on the
management certification.

Other Information

Management is responsible for other information. Other information comprises the information
included in Annual Report and Report of Board of Directars but does not include the financial
statements and our reports thereon. =

Our opinion on the financial statements 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 inconsistence with the financial statements or our knowledge
obtained during the course of our audit or otherwise appear to be materially misstated. When
we read the annual report, if we conclude that there is material misstatement, therein, we are
required to request management and those charged with governance to correct the material
misstatement.

Responsibilities of the Management and Those charged with Governance for the Financial
Statements

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

In preparing the financial statements, management is responsible for assessing the Bank’s
ability to continue as a going concern, disclosing as applicable matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the company or to cease operations or has no realistic alternative but to do so, those charged
with governance are responsible for overseeing the Bank's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance but
is not a guarantee that an audit conducted in accordance with NSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements. As part of an audit
in accordance with NSAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

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

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

Conclude on the appropriateness of management's use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Bank's ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are in:adequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the Bank to cease to continue as
a going concern. 3

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

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

L
II.
II1.
Iv.

V.

VI
VIIL

VIII.

We have obtained all the information and explanations, which to the best of our knowledge
and belief were necessary for the purpose of audit.

The accounts and records of the Bank have been maintained as required by law.

Financial statements are in agreement with the books of account maintained by the Bank.
The capital fund, risk bearing fund and the provision for possible impairment of assets of
the Bank are adequate as per the Directives issued by Nepal Rastra Bank.

In our opinion and to the best of our information and according to the explanations given
to us, the Board of Directors, the representative or any employee of the Bank has not acted
contrary to the provision of law relating to accounts nor caused direct loss or damage to
the Bank deliberately or acted in a manner that would jeopardize the interest and security
of the Bank.

The operations of the Bank are within its jurisdiction.

The Bank has not acted in a manner to jeopardize the interest and security of the depositors
and investors.

The Bank has a centralized core accounting system and details received from branches of
the Bank though the statements are independently not audited, were adequate for our
audit, and

We have not come across any fraudulence in the accounts, so far as it appeared from our
examination of the books of account.

Partner
B.R.S. Neupane & Co.

(Proprietor, K.A.S. Associates)

UDIN No.: 241220CA00116xkmRm
Date : 20t December 2024
Place: Kathmandu
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Statement of Financial Position
As at 31st Ashadh 2081 (15 July 2024)

el (o 3@ 1.

Lumbini Bikas Bank Ltd.

foiRoc A&

Figures in NPR

Particulars As at As at

31st Ashadh 2081 31st Ashad 2080
Assets
Cash and cash equivalent 41 3681441274 3,666,749,402
Due from Nepal Rastra Bank 42 3,379,607499 1958607644
Placement with Bank and Financial Institutions 4.3 - -
Derivative financial instruments 4.4 - -
Other trading assets 4.5 - -
Loan and advances to B/Fls 46 2169,643,707 2,176,735,849
Loans and advances to customers 47 46,247417167 41,426,071,891
Investment securities 4.8 11,699,956,371 7770,323132
Current tax assets 49 63171646 134,903,804
Investment in subsidiaries 410 - -
Investment in associates 411 652,993,871 595,507,441
Investment property 412 203,964,421 169,415,553
Property and equipment 413 697,305,325 767,414,893
Goodwill and Intangible assets 414 6,067,004 4174,752
Deferred tax assets 415 - -
Other assets 416 286,029,167 220,558,285
Total Assets 69,087,597,452 58,891,462,645
Liabilities
Due to Bank and Financial Institutions 417 638,377542 963,569,866
Due to Nepal Rastra Bank 418 1,042,300,000 488,675,000
Derivative financial instruments 419 - -
Deposits from customers 4.20 58,553113,478 49132,059,667
Borrowing 4.21 - -
Current Tax Liabilities 49 - -
Provisions 422 - -
Deferred tax liabilities 415 220,944,658 208,786,769
Other liabilities 423 893,062,791 872,769,038
Debt securities issued 424 1,052,390,630 1,008,536,543
Subordinated Liabilities 425 - -
Total liabilities 62,400,189,100 52,674,396,883
Equity
Share capital 426 3,518134,138 3,382,821,286
Share premium - -
Retained earnings 311,636,886 300,860,866
Reserves 427 2,857637,329 2,533,383,609
Total equity attributable to equity holders 6,687,408,352 6,217,065,762
Non-controlling interest - -
Total equity 6,687,408,352 6,217,065,762
Total liabilities and equity 69,087,597,452 58,891,462,645
Contingent liabilities and commitment 428 2,297253,075 2,090,535480
Net assets value per share 190.08 183.78

BhJWan Khanal

Naresh Singh Bohra

Head- Finance Account and Treasury  Chief Executive Officer

Jaya dev Shrestha Keshav Arjun Thapa Ram Chandra Sigdel Prabin Krishna Shrestha
Director Khatiwada Director Director Director
Director

Date: 2081.09.05

81

Chintamani Bhattarai

As per our report of even date

Chairman
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CA Binay Prakash Shrestha
Partner

B.R.S. Neupane & Co.
Chartered Accountants

Ganesh Raj regmi
Director
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Lumbini Bikas Bank Ltd.

Consolidated Statement of Profit or Loss

For the Period Sharwan 12080 to 31st Ashad 2081 (17 July 2023-15 July 2024) Figures in NPR

Particulars

Year ended
31nd Ashad 2080

Year ended
31th Ashad 2081

Interest income 4.29 6,895,264,085 6,772,451,797
Interest expense 4.30 540,436,535 4,928,659,569
Net interest income 1,754,827,550 1,843,792,228
Fee and commission income 4.31 208155475 165,681,944
Fee and commission expense 432 11,315,950 11,316,347
Net fee and commission income 196,839,525 154,365,596
Net interest, fee and commission income 1,951,667,075 1,998,157,824
Net trading income 4.33 27,388 21151
Other operating income 4.34 85191636 49,164,606
Total operating income 2,036,886,099 2,047,343,581
Impairment charge/(reversal) for loans and other losses 4.35 235,830,167 545,734,527
Net operating income 1,801,055,932 1,501,609,054
Operating expense

Personnel expenses 4.36 510,166,387 462,857,058
Other operating expenses 437 207,949,898 208,101,828
Depreciation & Amortization 4.38 108,645,260 105,858,382
Operating Profit 974,294,387 724,791,786
Non operating income 4.39 1,710,000 1,450,000
Non operating expense 440 24,246,944 18,328,473
Profit before income tax 951,757,443 707,913,314
Income tax expense 441 408,089,821 210,240,796
Current Tax 405,110,001 210,125,978
Deferred Tax 2,979,819 114,818
Profit for the period 543,667,622 497,672,518
Profit attributable to:

Equity holders of the Bank 543667622 497672,518
Non-controlling interest - -
Profit for the period 543,667,622 497,672,518
Earnings per share

Basic earnings per share 1545 14.71
Basic earnings per share (Restated) 1545 1415
Diluted earnings per share (Restated) 1545 1415

Bhuwan Khanal
Head- Finance Account and Treasury

Naresh Singh Bohra
Chief Executive Officer

Chintamani Bhattarai

As per our report of even date

Chairman

Jaya dev Shrestha Keshav
Director Khatiwada
Director

Date: 2081.09.05

Director

Director

17" ANNUAL REPORT [2028/2024

82

CA Binay Prakash Shrestha
Partner

B.R.S. Neupane & Co.
Chartered Accountants

Director

Ganesh Raj regmi

Director
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Lumbini Bikas Bank Ltd.

Consolidated Statement of Cash Flows
For the year ended Sharwan 1st 2080 to 31st Ashadh 2081

Figures in NPR

Bank
Particulars Year ended Year ended
31st Ashad 2081 32nd Ashad 2080
CASH FLOWS FROM OPERATING ACTIVITIES
Interest received 6,850,304,768 6,680,345,519
Fees and other income received 208155475 165,681,944
Dividend received 15,939,828 33,705,896
Receipts from other operating activities 32,182,936 15,479,861
Interest paid (5,096,582,448) (4,928659,569)
Commission and fees paid (11,315,950) (11,316,347)
Cash payment to employees (450,612,057) (458,514,217)
Other expense paid (207.949,898) (208,101,828)
Operating cash flows before changes in operating assets and liabilities 1,340,122,659 1,288,621,258
(Increase)/Decrease in operating assets
Due from Nepal Rastra Bank (1419,999,855) (848174,676)
Placement with bank and financial institutions - -
Other trading assets - -
Loan and advances to bank and financial institutions 7297343 164,314,675
Loans and advances to customers (5079.917.587) (3,920,864,445)
Other assets (65,470,882) (14,323,529)
Increase/(Decrease) in operating liabilities
Due to bank and financial institutions (3257192,324) (534,651,374)
Due to Nepal Rastra Bank 553,625,000 (5118,885,325)
Deposit from customers 9,421,053,811 6,258,082,075
Borrowings - -
Other liabilities (40,625133) (24,919,780)
Net cash flow from operating activities before tax paid 4,390,893,032 (2,750,801121)
Income taxes paid (333,377.844) (172,667902)
Net cash flow from operating activities 4,057,515,187 (2,923,469,023)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities (4,880,622,101) 114314451
Receipts from sale of investment securities 982,946,979 -
Purchase of property and equipment (39,354,013) (116,742,203)
Receipt from the sale of property and equipment 2435170 (1,518,517)
Purchase of intangible assets (3,509102) (2,222,100)
Receipt from the sale of intangible assets - -
Purchase of investment properties (90130,598) (102,713,256)
Receipt from the sale of investment properties 92,677,989 4,575,000
Interest received 44,959,317 92,106,278
Dividend received - -
Net cash used in investing activities (3,890,596,358) 1,016,629,713
CASH FLOWS FROM FINANCING ACTIVITIES
Receipt from issue of debt securities - 997,801,646.00
Repayment of debt securities - -
Receipt from issue of subordinated liabilities - -
Repayment of subordinated liabilities - -
Receipt from issue of shares
Dividends paid (152,226,958) (295,586,326)
Interest paid - -
Other receipt/payment - -
Net cash from financing activities (152,226,958) 702,215,320
Net increase (decrease) in cash and cash equivalents 14,691,872 (1,204,623,990)
Opening Cash and cash equivalents 3,666,749,402 4,871,373,392
Derecognition of Cash and cash equivalent of Subsidiary - -
Effect of exchange rate fluctuations on cash and cash equivalents held - -
Cash and cash equivalents at the end of the period 3,681,441,274 3,666,749,402

BhJWan Khanal Naresh Singh Bohra
Head- Finance Account and Treasury  Chief Executive Officer

Jaya dev Shrestha Keshav Arjun Thapa Ram Chandra Sigdel Prabin Krishna Shrestha
Director Khatiwada Director Director Director
Director

Date: 2081.09.05

Chintamani Bhattarai

As per our report of even date

Chairman
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CA Binay Prakash Shrestha
Partner

B.R.S. Neupane & Co.
Chartered Accountants

Ganesh Raj regmi

Director
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Lumbini Bikas Bank Ltd. =

Consolidated Statement of Comprehensive Income
For the Period Sharwan 12080 to 31st Ashad 2081 (17 July 2023-15 July 2024)

Particulars

Year ended

31th Ashad 2081

Figures in NPR

Year ended
31nd Ashad 2080

Profit for the year

543667622

497672,518

Other comprehensive income, net of income tax

a) ltems that will not be reclassified to Profit or loss

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

31,958,116

456,292,836

- Gains/(losses) on revaluation
- Actuarial gains/(losses) on defined benefit plans

(1,364,551

4,087,768

- Income tax relating to above items

(9178,070)

(138,114,18")

Net other comprehensive income that will not be reclassified to
profit or loss

21,415,496

322,266,423

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

57,486,430

(37,312,593)

Other comprehensive income for the period, net of income tax

78,901,926

284,953,830

Total comprehensive income for the year

622,569,548

782,626,348

Total comprehensive income attributable to:

Equity holders of the Bank

622,568,548

782,626,348

Non-controlling interest

Total comprehensive income for the period

622,569,548

782,626,348

Bhuwan Khanal Naresh Singh Bohra
Head- Finance Account and Treasury  Chief Executive Officer

Jaya dev Shrestha Keshav Arjun Thapa Ram Chandra Sigdel Prabin Krishna Shrestha
Director Khatiwada Director Director
Director

Date: 2081.09.05
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Chintamani Bhattarai
Chairman

CABinay Prakash Shrestha
Partner

B.R.S. Neupane & Co.
Chartered Accountants

Director

Ganesh Raj regmi

Director
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Lumbini Bikas Bank Ltd.

Statement of Distributable Profit or Loss
(As per NRB Regulation)

Particulars

Current Year

Figuresin NPR

Previous Year

Corresponding

Net profit or (loss) as per statement of profit or loss 543667622 497,672,518
Appropriations:

a. General reserve 108,733,524 99,534,504
b. Foreign exchange fluctuation fund 37687 154,126
c. Capital redemption reserve 125,000,000 -
d. Corporate social responsibility fund 2,024,228 2,855,050
e. Employees' training fund 2,318,987 3,574,738
f. Other - -
g.nvestment Adjustment Reserve - -
Profit or (loss) before regulatory adjustment 305,553,196 391,554,100
Regulatory adjustment :

a. Interest receivable (-)/previous accrued interest received (+) (15,435,893) (95,423,037)
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 (+) 5,218,706 (61,827101)
e. Deferred tax assets recognized (-)/ reversal (+) 2979,819 114,818
f. Goodwill recognised (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognized (-)/reversal (+) - -
h. Actuarial loss recognized (-)/reversal (+) - 162,373
i. Other (+/-) - -
Net Profit for the period end of Ashadh 2081 available for distribution 298,315,829 234,581153
Opening Retained Earnings 300,860,366 460,394,814
Adjustment (+/-) - -
Distribution

Bonus Share Issued (135,312,851) (98,528,775)
Cash Dividend Paid (152,226,958) (295,586,326)
Total Distributable Profit or Loss as on year end 311,636,886 300,860,866
Annualized Distributable profit/(loss) per share 8.86 8.89

BhGWan Khanal Naresh Singh Bohra
Head- Finance Account and Treasury  Chief Executive Officer

Jaya dev Shrestha Keshav Arjun Thapa Ram Chandra Sigdel Prabin Krishna Shrestha
Director Khatiwada Director Director
Director

Date: 2081.09.05
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Chintamani Bhattarai
Chairman

CA Binay Prakash Shrestha
Partner

B.R.S. Neupane & Co.
Chartered Accountants

Director

Ganesh Raj regmi

Director
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1. GENERAL INFORMATION
1.1. Reporting Entity

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

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

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

A. Muktinath Capital Limited (Former: Vibor Capital Limited)

Muktinath Capital Limited is a public limited company incorporated in Nepal with the office of company registrar as on
2nd February 2010 and received license from the Securities Board of Nepal on 27th July 20710. The registered office
of the company is at Hattisar Marga , Kathmandu. The main objectives of the company as licensed by the Securities
Board of Nepal are issue manager, underwriter, share registrar, portfolio manager and depository participant etc.

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

B. Nadep Laghubitta Bittiya Sanstha Limited

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

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

C. Deprosc Laghubitta Bittiya Sanstha Limited

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

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

1.3. Principal Activities
The main activities of the Development bank include providing core banking facilities, agency services, investment and
treasury operations, card services and ecommerce services and facilities through various branches, strategic business
units, extension counters, ATMs and network of agencies.
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2. BASIS OF PREPARATION

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

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

2.1. Statement of Compliance
The financial statements have been prepared in accordance with Nepal Financial Reporting Standards (NFRS) and as
published by the Accounting Standards Board (ASB) Nepal and pronounced by The Institute of Chartered Accountants
of Nepal (ICAN) and in the format issued by Nepal Rastra Bank in Directive No. 4, 2080. The Financial Statements have
also been prepared in accordance with the relevant presentational requirements of the Company (First Amendment)
Act, 2063 of Nepal.

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

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

Relevant Financial Statement ‘ English Calendar Date/ Period ‘ Nepali Calendar Date/ Period
Statement of Financial Position (SOFP) | 15.07.2024 31.03.2081

Comparative SOFP 16.07.2023 31.03.2080

Reporting Period 17.07.2023-15.07.2024 01.04.2080-31.03.2081
Comparative SOFP 17.072022-16.07.2023 01.04.2079-31.03.2080

The financial statements for the year ended on 15 July 2024 (Ashadh 37, 2081) are approved by 490th meeting of
the Board of Directors held on 2081/09/05 The Board of Directors acknowledges the responsibility of preparation
of financial statements of the development bank. The approved financial statements have been recommended for
approval by the shareholders in the 17th Annual General Meeting of the Development bank.

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

2.4.Use of Estimates, Assumptions and Judgments
The preparation of financial statements will on occasion requires the use of accounting estimates, which, by definition,
may not be accurate to the actual results. Such accounting estimates and underlying assumptions are evaluated on an
ongoing basis. They are based on experience and other factors, including expectations of the future events that may
have a financial impact and that are believed to be reasonable under the circumstances. Revision to those are dealt
prospectively.

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

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

a) Going Concern Basis

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

Hence it is assumed that the bank has neither the intention, nor the need, to liquidate or curtail materially the scale of
its operations.
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b) Useful life and residual value of property, plant and equipment
Management reviews the useful life and residual values of property, plant and equipment at least once at each
financial year end, and if expectations differs from the previous estimates, the changel(s) will be accounted for as
a change in an accounting estimate.

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

c) Impairment of property plant and equipment
At the end of each reporting period, the Development bank reviews the carrying amounts of its property, plant
and equipment to determine whether there is any indication that those assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent
of the impairment loss (if any). Recoverable amount is the higher of fair value less costs to sell and value in use.

Value in use is usually determined on the basis of discounted estimated future cash flows. This involves
management estimates on anticipated commaodity prices, market demand and supply, economic and regulatory
environment, discount rates and other factors. Any subsequent changes to cash flow due to changes in the above
mentioned factors could impact the carrying value of assets.

Basically, the bank while estimating the value in use of a property, plant and equipment involves the following
steps:

a) Estimating the future cash inflows and outflows to be derived from the continuing use of the assets and from
its ultimate disposal; and
b) Applying the appropriate discount rate to those future cash flows.

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

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

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

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

e) Fair value measurements

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

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

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

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

Where the market for a financial instrument is not active, fair value is established using a valuation technique.
These valuation techniques involve a degree of estimation, the extent of which depends on the instrument's
complexity and the availability of market-based data.
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f) Defined benefit plans
The cost of defined benefit plan and other post- employment benefits and the present value of such obligations
are determined using actuarial valuations. An actuarial valuation involves making various assumptions that may
differ from actual development in the future. These include the determination of the discount rate, future salary
escalations and mortality rates etc. Due to the complexities involved in the valuation and its long term nature, a
defined benefit obligation is highly sensitive to changes in these assumptions. All assumptions are reviewed at
each reporting date.

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

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

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

2.5. Changes in Accounting Policies

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

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

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

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

However, the Institute of Chartered Accountants of Nepal (ICAN) vide its notice dated 02.04.2079 has resolved that
Carve-outs in NFRS with Alternative Treatment and effective period shall be provided to the Banks and Financial
Institutions regulated by NRB on the specific recommendation of Accounting Standard Board (ASB). Details of carve
out provided are as follows.

a.Para 5.4 (Effective Interest Rate: EIR) of NFRS 9: Financial Instrument:
Effective Interest Rate (EIR) is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of financial asset or financial liability to the gross carrying amount of the financial asset or to the
amortized cost of financial liability.

When calculating EIR, an entity shall estimate the expected cash flows by considering all the contractual terms of
the financial instruments. The calculation includes all the fees and points paid or received unless it is immaterial or
impracticable to determine reliably between the parties to the contract that are an integral part of the EIR transaction
costs, and all the other premium or discounts.

This carve out is optional and has been provided for the FY 2078-79 to 2080-81. Accordingly, the bank has opted
this carve out.
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b. Para 5.5 (Recognition of expected credit losses) of NFRS 9: Financial Instrument:
An entity shall assess at the end of each reporting period whether there is any objective evidence that a financial
asset or group of financial assets measured at amortized cost is impaired. If any such evidence exists, the entity
shall apply para. 5 of NFRS 9 to determine the amount of any impairment loss unless the entity is bank or financial
institution registered as per Bank and Financial Institutions Act 2073.

Such Entities shall measure impairment loss on loan and advances as the higher of amount derived as per
the norms prescribed by Nepal Rastra Bank for the loan loss provision and amount determined as per Para.5
of NFRS 9.

This carve out is mandatory and has been provided for the FY 2078-79 to 2080-81. Accordingly, the bank has
opted this carve out.

2.7. New Standards in issue but not yet effective
A number of new standards and amendments to the existing standards and interpretations have been issued by
IASB after the pronouncements of NFRS with varying effective dates. Those become applicable when ASB Nepal
incorporates them within NFRS.

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

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

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

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

3. SIGNIFICANT ACCOUNTING POLICIES

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

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

Particulars ‘ Basis of Measurement

Investment Securities held at Fair Value Fair Value

through OCI

Employee Defined Benefit Obligation Present value of defined benefit obligation (as calculated by

actuary) less the fair value of the plan asset

Debt securities issued (Debenture) Amortized cost

3.2. Basis of Consolidation

a) Business Combination

Business combinations are accounted for using the acquisition method as at the acquisition date i.e. when control is
transferred to the Development Bank. Control is power to govern the financial and operating policies of an entity to
obtain benefits from its activities. In assessing control, the Group takes into consideration potential voting rights that
currently are exercisable. The consideration transferred in a business combination is measured at fair value, which
is calculated as sum of the acquisition-date fair values of assets transferred by the Group, liabilities incurred by the
Group to the former owners of the acquiree and equity interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally recognized in the profit or loss as incurred.

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

There is no business combination during the fiscal year 2080.81.
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b) Non-Controlling Interest
Non-controlling interest represent the equity in a subsidiary not attributable directly or indirectly to a parent. Non-
controlling interests are presented in the consolidated statement of financial position within equity, separately from
equity attributable to the equity shareholders of the Development Bank.

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

- at fair value; or

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

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

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

d) Loss of Control

When the Development Bank loses control of a subsidiary, it derecognizes the assets and liabilities of the former
subsidiary from the consolidated statement of financial position. The Development Bank recognizes any investment
retained in the former subsidiary at its fair value when control is lost and subsequently accounts for it and for any
amounts owed by or to the former subsidiary in accordance with relevant NFRSs. It is accounted for as an equity-
accounted investee or in accordance with the Group's accounting palicy for financial instruments depending on the
level of influence retained. That fair value shall be regarded as the fair value on initial recognition of a financial asset
in accordance with NFRS 9 or, when appropriate, the cost on initial recognition of an investment in an associate or
joint venture. Any gain or loss associated with the loss of control attributable to the former controlling interest is
also recognized.

e) Special Purpose Entity (SPE)
Special purpose entities (SPEs) are entities that are created to accomplish a narrow and well-defined objectives. An
SPE is consolidated if, based on an evaluation of the substance of its relationship with the Development Bank and
the SPE's risks and rewards, the Development Bank concludes that it controls the SPE.
The Development Bank does not have any Special Purpose Entity.

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

g) Investment in Associates - Equity Accounting
An associate is an entity over which the Development Bank has significant influences but not control or joint control.
This is generally the case where the Development Bank holds between 20% to 50% of the voting rights or the
Development Bank has power to participate in the financial and operating policy decision of the investee.
The existence of significant influence by an entity is usually evidences in one or more of the following ways:
a. Representation of board of directors or equivalent governing body of investee.
b. Participationin Policy making processes, including participation in decision about dividends or other distributions.
c. Material transaction between the entity and investee etc.

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

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

Along with the share ownership, Development Bank has representation in Board of Directors with power to participate
in the financial and operating policy decision of the following entities.
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Associate
Name of Associates Holding by SHE] Reserve & Total Net Value-Using
Bank (a) | Capital (b) Surplus (c) | Assets (d=b+c) | Equity Method
(e=d*a)

gﬁgrgoasggﬁsgthh%bgtniited_ 12.76% 1706,196,983 | 1992,888,222 | 3,699,085,205 472100,324
g@t?fa%fr%’lﬁ?ﬁ% 10.00% 485760000 | 427165477 | 912925477 91292548
Muktinath Capital
Limited (former Vibor 19.75% 405,000,000 48,605,060 453,605,060 89,601,000
Capital Ltd)

Total Value of Associates 652,993,871

For the calculation of the equity value of associates, the value of share capital and reserves & surplus has been
taken based on the latest certified interim financial statements (i.e., the quarterly financials as of Ashad end 2087)
for Deprosc Laghubitta Bittiya Sanstha Limited and NADEP Laghubitta Bittiya Sanstha Limited, as the audited
financial statements were not available at the time of approval of these financial statements. For Muktinath Capital
Limited, the audited reserves & surplus have been used.

3.3. Cash & Cash Equivalent

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

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

3.4. Financial Assets and Financial Liabilities

3.4.1 Recognition

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

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

3.4.2 Classification

A. Financial Assets

i.  Financial assets at amortized cost

The development bank measures financial assets at amortized cost only if both of the following conditions are

met:

+ The financial asset is held within a business model with the objective to hold financial asset in order to
collect contractual cash flows
The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (SPPI) on the principal amount outstanding

Business model assessment
The development bank determines its business model at the level that best reflects how it manages groups of
financial assets to achieve its business objective:
+ The risks that affect the performance of the business model (and the financial assets held within that business
model) and, in particular, the way those risks are managed
+ How managers of the business are compensated (for example, whether the compensation is based on the fair
value of the assets managed or on the contractual cash flows collected)
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The business model assessment is based on reasonably expected scenarios without taking 'worst case' or
'stress case’ scenarios into account. If cash flows after initial recognition are realized in a way that is different
from the Development Bank's ariginal expectations, the Bank does not change the classification of the remaining
financial assets held in that business model, but incorporates such information when assessing newly originated
or newly purchased financial assets going forward.

The SPPI test

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

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may
change over the life of the financial asset. The most significant elements of interest within a lending arrangement are
typically the consideration for the time value of money and associate risk. To make the SPPI assessment, the Bank
applies judgement and considers relevant factors such as the currency in which the financial asset is denominated,
and the period for which the interest rate is set.

ii. Financial assets at fair value through other comprehensive income
The development bank classifies debt instruments at FVOCI when both of the following conditions are met:
Theinstrumentisheldwithinabusiness model, the objective of whichisachieved byboth collectingcontractual
cash flows and selling financial assets
The contractual terms of the financial asset meet the SPPI test

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

iii. Financial assets at fair value through profit or loss
Financial assets in this category have been either designated by management upon initial recognition or are
mandatorily required to be measured at fair value under NFRS S. Management only designates an instrument at
FVPL upon initial recognition when one of the following criteria are met. Such designation is determined on an
instrument-by-instrument basis:
The designation eliminates, or significantly reduces, the inconsistent treatment that would otherwise arise from
measuring the assets or liabilities or recognizing gains or losses on them on a different basis; or
+  The liabilities are part of a group of financial liabilities, which are managed and their performance evaluated
on a fair value basis, in accordance with a documented risk management or investment
strategy; or
The liabilities contain one or more embedded derivatives, unless they do not significantly modify the cash
flows that would otherwise be required by the contract, or it is clear with little or no analysis when a similar
instrument is first considered that separation of the embedded derivative(s) is prohibited.

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

B. Financial Liabilities

Financial liabilities at fair value through profit or loss

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

i. Financial liabilities measured at amortized cost

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

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

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

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

3.4.3 Measurement

All financial assets, financial liabilities and financial guarantee contracts are initially measured at transaction cost
and where such values are different from the fair value, at fair value. Transaction costs that are directly attributable
to the acquisition orissue of financial assets and financial liabilities (other than financial assets and financial liabilities
at fair value through profit and loss) are added to or deducted from the fair value measured on initial recognition of
financial asset or financial liability. Transaction costs directly attributable to the acquisition of financial assets and
financial liabilities at fair value through profit and loss are immediately recognized in the statement of profit and loss.
Financial assets and liabilities designated at fair value through profit or loss are subsequently measured at fair value
with changes recognized at Statement of profit or loss whereas itis recognized at Statement of Other Comprehensive
Income for those financial instruments designated at fair value through other comprehensive income.

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

3.4.4 De-recognition of Financial Assets and Liabilities

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

The development bank has transferred the financial asset if, and only if, either:
It has transferred its contractual rights to receive cash flows from the financial asset; or
It retains the rights to the cash flows, but has assumed an obligation to pay the received cash flows in full
without material delay to a third party under a ‘pass-through’ arrangement.

Atransfer only qualifies for de-recognition if either:
The development bank has transferred substantially all the risks and rewards of the asset; or
It has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset

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

3.4.5 Determination of Fair Value

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

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

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

The principal or the most advantageous market must be accessible by the Development Bank. The fair value of an
asset or a liability is measured using the assumptions that market participants would use when pricing the asset or
liability, assuming that market participants act in their economic best interest.
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A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

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

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

Level 1— Quoted (unadjusted) market prices in active markets for identical assets or liabilities

Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable

Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable

The Development Bank has determined the fair value of Investment in Equity Investment by considering the
active market price of equity share in case of quoted investment and net assets value of respective companies for
unquoted investment.

In case of promoters share the fair value has been derived as half of the current market price of the general public
share as on that date.

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

3.4.6 Impairment

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

The Development Bank considers the following factors in assessing objective evidence of impairment:

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

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

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

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

Financial assets carried at amortized cost such as amounts due from Banks, loans and advances to customers as
well as held-to maturity investments is impaired, and impairment losses are recognized, only if there is objective
evidence as a result of one or more events that occurred after the initial recognition of the asset. The amount of the
loss is measured as the difference between the asset's carrying amount and the deemed recoverable value of loan.
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Individually assessed loans and advances
Loans and advances to customers with significant value (covering at least 50% of Total Non-Performing Loans
as per Nepal Rastra Bank Directive) are assessed for individual impairment test. The recoverable value of loan is
estimated on the basis of realizable value of collateral and the conduct of the borrower/past experience of the
Development Bank. Loans that are determined to be individually significant based on the above and other relevant
factors are individually assessed for impairment except when volumes of defaults and losses are sufficient to justify
treatment under collective methodology. For these loans, development bank considers on a case-by-case basis
whether that loan is objectively impaired. These criterions are summed as:

Significant Financial Difficulties of the borrower such as significantly adverse ratios and adverse future outlook

Adverse statutory indicators

Default or delinquency in interest or principal payments

Breach of contract

Downfall of quality of collateral

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

Collectively Assessed loans and advances

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

Home Loan

Vehicle Loan

Personal Loan

Short Term Loan

Long Term Loan

ahwL S

Loan Loss Provision as per Nepal Rastra Bank

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

Policy

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

Reversal of impairment

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

Write off of loans and advances

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

3.5.Trading Assets

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

3.6.Derivative Assets and Derivative Liabilities

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

Recognition

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

The cost of an item of property and equipment shall be recognized as an asset, initially recognized at cost, if, and
only if:

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

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

assets includes the following:

+ the cost of materials and direct labor;

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

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

- Capitalized borrowing costs.

Measurement

i. Freehold land is carried at historical cost and is not depreciated. All other items of property, plant and
equipment other than Right of Use (ROU) assets (recognized under NFRS 16-Leases) are stated at historical cost
less accumulated depreciation and accumulated impairment losses, if any. Historical cost includes expenditure
that is directly attributable to the acquisition of the items.

For right-of-use (ROU) assets under NFRS-16, the bank has elected to present the amount as part of property,
plant and equipment under the head Equipment & Others Assets initially at the amount of lease liability plus any
initial direct costs incurred by the bank. Subsequently, the bank measures the right of use assets at initial amount
less accumulated depreciation and accumulated impairment losses, if any and adjusted for any re-measurement
of the lease liability.

Explanatory Notes

The bank recognized the right of use asset with the gross amount of Rs 53,74,87327 and accumulated
depreciation of Rs 16,77,85,287 (net value: Rs 36,97,02,040) as of Ashad End 2081. Same has been presented
under equipment and others in annexure 4.13

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

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

iv. Assets in the course of construction are capitalized in the assets under capital work in progress account
(CWIP). At the point when an asset starts operating at management's intended use, the cost of construction
is transferred to the appropriate category of property, plant and equipment and depreciation commences.

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

B. Depreciation

i. Depreciation is recognized so as to write off the cost of assets (other than freehold land and properties under
construction) less their residual values over their useful lives, using the straight line basis.

ii. Depreciation is provided on the straight line method based on the estimated useful lives of the assets
determined by the management. Depreciation on additions to fixed assets is charged on pro-rata basis in the
year of purchase. The useful life of the assets and the corresponding rates at which the assets are depreciated
are as follows: -
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Office Equipment S years

Furniture Fixture and Fitting 5 years

Vehicle S years

Computer, Printer and Accessories S years

ATM Machine 7 years

Freehold Premises 50 years

Leasehold Assets Earlier of 110 years or Lease Tenure
Right of Use Assets (Lease) As per Lease Tenure

iii. Depreciation on Right of Use Assets determined as per NFRS-16-lease and recognized under deprecation of
Property Plant and Equipment.

iv. Assets Value less than NPR 5,000/- per unit is charged to the profit and loss account irrespective of their
useful life in the year of purchase.

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

D. Capital Work in Progress

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

E. Borrowing Costs

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

F. Derecognition

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

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

Computer Software & Licenses

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

Subsequent Expenditure

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

Goodwill is measured at cost less accumulated impairment losses.

Amortization of Intangible Assets

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

De-recognition of Intangible Assets

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

Accounting for Government Grants and Disclosure of Government Assistance

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

The development bank has not received any government grant or assistance during the fiscal year 2080.871.

3.10. Investment Property

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

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

3.11.Non-Current Assets-Held for sale:

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

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

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

(iii) their sale is highly probable.

Immediately before the initial classification as held for sale, the carrying amounts of the assets (or assets
and liabilities in a disposal group) are measured in accordance with the applicable accounting policies
described above.
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3.12. Income Tax
Income tax on the profit or loss for the year comprises current taxes and deferred taxes. Income tax is
recognized in the profit or loss statement except to the extent that it relates to items recognized directly to
equity or other comprehensive income.

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

Income tax rates applicable to the Development Bank: 30%

b) Deferred Tax

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

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

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

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

These transactions are recorded on the Development Bank's books, and the resulting balance is recorded
as a liability for the Development Bank and represents the amount owed by the Development Bank to the
customers.

Subordinated liabilities are those liabilities which at the event of winding up are subordinate to the claims of
depositors, debt securities issued and other creditors. The Development Bank does not have any of such
subordinated liabilities and has not issued any debt security in the reporting period.

3.14. Provisions, contingent liability and contingent Assets

i.  Provisions are recognized when the Development Bank has a present obligation (legal or constructive) as
aresult 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.

i. ~ When the Development Bank expects some or all of a provision to be reimbursed, for example, under an
insurancecontract thereimbursementisrecognizedasaseparateasset,butonlywhenthereimbursement
is virtually certain.

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

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

v. A provision for onerous contracts is recognized when the expected benefits to be derived by the
Development Bank from a contract are lower than the unavoidable cost of meeting its obligations under
thecontract. Theprovisionismeasuredatthe presentvalue ofthelowerofthe expectedcostofterminating
the contract and the expected net cost of continuing with the contract. Before a provision is established,
the Development Bank recognizes any impairment loss on the assets associated with that contract.

vi. A contingent liability is a possible obligation that arises from past events whose existence will be
confirmedbytheoccurrenceornon-occurrenceofoneormoreuncertainfutureeventsbeyondthecontrol
of the Development Bank or a present obligation that is not recognized because it is not probable that
an outflow of resources will be required to settle the obligation. A contingent liability also arises in
extremely rare cases where there is a liability that cannot be recognized because it cannot be measured
reliably. The Development Bank does not recognize a contingent liability but disclosesits existencein the
standalone financial statements.

vii. Acontingentassetisapossible asset thatarises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the entity.
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vii. Commitmentsinclude the amount of purchase order (net of advances) issued to parties for completion of
assets.

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

3.15. Revenue Recognition

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

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

3.151 Interest Income

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

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

The Development Bank has also applied carve out under AG-93 of NAS 39 and recognized interest income
by applying the effective interest rate to the gross carrying amount of a financial assets.

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

3.15.3 Dividend Income

Dividend income (net of withholding taxes) from investments is recognized when the shareholder's right to
receive payment has been established (provided that it is probable that the economic benefits will flow to
the development bank and the amount of income can be measured reliably).

3.15.4 Net Trading Income
It comprises gain or loss on trading assets, interest or dividend income on trading assets and gains or losses
arising under settlement of foreign currency transactions.

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

3.16. Interest Expenses

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

3.17. Employee Benefits

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

a. Short Term Employee Benefits
Short term Employee Benefits include items such as following, if expected to be settled before twelve
months after the end of annual reporting period in which employee rendered the related services.

Wages, salaries and Social Security contribution.

Paid annual leave and paid sick leave

Profit Sharing and Bonuses

Non Monitory Benefits for current employees

17" ANNUAL REPORT [2028/2024

106



L. TN B B . | e

Lumbini Bikas Bank Ltd. =

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

a. Post-Employment Benefits Plan
Post- employment benefits plan of the Development Bank includes the followings.
A. Defined Contribution Plan - Provident Fund

Under Defined Contribution plan the entity's legal and constructive obligation is limited to the amount that
it agrees to contribute to the fund.

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

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

B. Defined Benefit Plan - Gratuity

Under defined benefit plans, the entity obligation is to provide the agreed benefits to current and former

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

The Development Bank's net obligation in respect of defined benefit plans is calculated separately for each

plan by estimating the amount of future benefit that employees have earned in return for their service in the

current and prior periods. That benefit is discounted to determine its present value. Any unrecognized past
service costs and the fair value of any plan assets are deducted.

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

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

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

- Interest expenses

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

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

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

v. The classification of the Development Bank's net obligation into current and non- current obligation is as

per the actuarial valuation report.

Gratuity is funded and deposited to a separate entity (Retirement Fund) towards meeting the gratuity

obligation.

Vi.
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C. Other long-term employment benefits.

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

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

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

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

- Interest expenses

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

3.18. Lease

Identifying a lease

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

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

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

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

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

a. Right of use asset

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

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

The right-of-use asset is depreciated using the straight-line method from the commencement date to the
earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The development
bank determines the estimated useful lives of right-of-use assets on the same basis as those of property
and equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and
adjusted for certain re-measurements of the lease liability.

b. Lease Liability

The development bank measures lease liability initially at the present value of the lease payments payable
over the lease term, discounted at the incremental borrowing rate.

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

i. The lease term (using a revised discount rate);

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

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

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

The lease liability is measured at amortized cost and is re-measured when there is a change in future lease
payments arising from a change in discounting rate, if there is a change in the bank’s estimate of the amount
expected to be payable under the lease, or if the bank changes its assessment of whether it will exercise a
purchase, extension or termination option under the contract of lease.
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When the lease liability is re-measured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

Short-term leases and leases of low-value assets

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

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

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

3.20. Financial Guarantee and Loan Commitments

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

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

3.21. Share Capital and Reserves

Equity is the residual interest in the total assets of an entity after deducting all the liabilities. Incremental
costs directly attributable to the issue of an equity instrument are deducted from the initial measurement of
the equity instruments considering the tax benefits achieved thereon. The share capital of the Development
Bank includes the equity share capital with 51 % of Promoter and 49% of the public. The Development Bank
has also maintained several statutory reserves and free reserves which are presented in the statement of
changes in equity.

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

3.22. Earnings per share

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

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

3.23. Segment Reporting

Operating segment are those components of an entity that engages in business activities which earns
revenue and incurs expenses, has discrete financial information and whose results are regularly reviewed
by the entity's chief operating decision maker.
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The Development Bank has identified the key segments of the business on the basis of nature of operations
that assist the Development Bank in decision process and to allocate the resources. It will help the
management to assess the performance of the business segments that has been identified as below. The
business segments identified are Business Banking, Treasury and Remittance and Others. The segment
results that are reported include items directly attributable to a segment as well as those that can be
allocated on a reasonable basis. Unallocated items comprise mainly common assets, head office expenses,
and tax assets and liabilities. All operations between the segments are conducted on pre-determined
transfer price. Treasury Unit acts as the fund manager of the Development Bank.

3.24. Dividend on Ordinary Shares

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

3.25. Cash Flow Statement

The cash flow statement has been prepared using ‘The Direct Method!, whereby gross cash receipts
and gross cash payments of operating activities, financing activities and investing activities have been
recognized.

4. Scheduled Forming part of Financial Statements.
Schedules are attached with financial statements.
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4. Cash and cash equivalents

Notes to the consolidated financial statement for the year ended 31st Ashadh 2081

Particulars As at As at

31st Ashad 2081 31st Ashad 2080
Cash in hand 656,746,759 660,280,205
Balances with B/Fls 2,824,867,991 2,956,914,252
Money at call and short notice 199,826,523 49,554,945
Other - -
Total 3,681,441,274 3,666,749,402

Cash and Cash equivalents includes Cash in Hand, Balance with Bank and Financial Institutions, money at call and

Treasury Bill with maturity below three months.

4.2 Due from Nepal Rastra Bank

Particulars

"As at
31st Ashad 2081"

"As at
31st Ashad 2080 "

Statutory balances with NRB

3379607499

1959607644

Securities purchased under resale agreement

Other deposit and receivable from NRB

Total

3,379,607,499

1,959,607,644

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

Requirements.

4.3 Placements with Bank and Financial Institutions

Particulars

As at
31st Ashad 2081

As at
31st Ashad 2080

Placement with domestic B/Fls

Placement with foreign B/Fls

Less: Allowances for impairment

Total

Placements with domestic as well as foreign bank and financial institutions with original maturities of more than three

months from the acquisition date are presented under this account head.

4.4 Derivative financial instruments

Particulars

Held for trading

As at
31st Ashad 2081

As at
31st Ashad 2080

Interest rate swap

Currency swap

Forward exchange contract

Others

Held for risk management

Interest rate swap

Currency swap

Forward exchange contract

Other

Total
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Other trading assets

Particulars As at

31st Ashad 2080

As at
31st Ashad 2081

Treasury bills - -

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

Loan and advances to B/Fls

Particulars As at

31st Ashad 2080

As at
31st Ashad 2081

Loans to microfinance institutions 2195993163 2,205,403415
Other - -

Less: Allowances for impairment 26,349,456 28,667,566
Total 2,169,643,707 2,176,735,849

Loan and advances given to microfinance financial institutions has been presented on above schedule. Accrued Interest
of Rs 205,201 has been added and impairment allownces on above loan and advance has been deducted.

Allowances for impairment

4.7

Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Balance at Shrawan 1 28,667,566 30,829,354

Impairment loss for the year: - -
Charge for the year - -
Recoveries/reversal (2,318,111) (2161,788)

Amount written off - -
Balance at Ashad end 26,349,456 28,667,566

Loans and advances to customers

Particulars As at As at
31st Ashad 2081 31st Ashad 2080

Loan and advances measured at amortized cost 48,090,769,460 43,031,275,907
Less: Impairment allowances 1,843,352,293 1,605,204,016
Collective impairment 798,691,907 579,228,045
Individual impairment 1,044,660,386 1,025,975,971
Net amount 46,247,417167 41,426,071,891
Loan and advances measured at FVTPL - -
Total 46,247,417167 41,426,071,891

Particulars As at As at

31st Ashad 2081 31st Ashad 2080

Loans and advances to Customer 47412655133 42,365140,216
Loans and advances to staff 87682,621 76,064,031
Accrued Interest 590,226,506 590,071,660
Total 48,090,564,259 43,031,275,907

Particulars As at As at
31st Ashad 2081 31st Ashad 2080

As per NRB Directive No. 2 1,869,701,749 1,633,871,582

As per NFRS:9 206,004,622 403,598,220
Collective Impairment 195,182,059 198,714,720
Individual Impairment 10,822,563 204,883,500

Higher of NRB Directive and NAS 39 1,869,701,749 1,633,871,582
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4.71 Analysis of loan and advances - By Product

foiRoc A&

. Bak
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Product
Term loans 11,945,443,367 8,343,034,527
Overdraft 3148,074,763 4104,554,832
Cash Credit Loan 4,900,364,883 6,992,013,263
Trust receipt/Import loans - -
Demand and other working capital loans 1,271,006,913 1905,053152
Personal residential loans 7074,981,027 5,826,583,046
Real estate loans 4423932612 3,586,789,726
Margin lending loans 1,752,039,125 1,820,571,834
Hire purchase loans 179,978,381 1,290,554,969
Deprived sector loans 3,615,520,691 1,818,556,338
Bills purchased - -
Staff loans 87682,621 76,064,031
Other 8,101,518,571 6,677428,529
Sub total 47500,542,954 42,441,204,247
Interest receivable 590,021,305 590,071,660
Grand total 48,090,564,259 43,031,275,907
4.7.2 Analysis of loan and advances - By Currency
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Nepalese Rupee 48,090,564,259 43,031,275,907
Indian Rupee - -
United States Dollar - -
Great Britain Pound - -
Euro - -
Japanese Yen - -
Chinese Yuan - -
Other - -
Total 48,090,564,259 43,031,275,907
4.7.3 Analysis of loan and advances - By Collateral
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Secured
Movable/immovable assets 46,046,021,263 41112,872,582
Gold and silver 202,164,927 187317171
Guarantee of domestic B/Fls -
Government guarantee 17193,389 17193,389
Guarantee of international rated bank - -
Collateral of export document - -
Collateral of fixed deposit receipt 886,230,369 827669633
Collateral of Government securities - -
Collective Guarantee 3,877145 4,609,750
Personal guarantee 297,788,465 274,752,089
Other collateral 41979,817 12,746,578
Subtotal 47495,255,374 42437161193
Unsecured 5,287,580 4,043,054
Interest receivable 590,021,305 590,071,660
Grant Total 48,090,564,259 43,031,275,907
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4.7.4 Allowances for impairment

4.8

Particulars

31st Ashad 2081 31st Ashad 2080
Specific allowances for impairment
Opening Balance 1,025,975,971 460,574,378
Impairment loss for the year:
Charges/(reversal) for the year 18,684,415 565,401,593
Recoveries/reversal during the year - -
Write-offs - -
Exchange rate variance on foreign currency impairment - -
Other movement - -
Closing Balance 1,044,660,386 1,025975,971
Collective allowances for impairment
Opening Balance 579,228,045 596,733,323
Impairment loss for the year:
Charge/(reversal) for the year 219,463,862 (17.505,278)
Exchange rate variance on foreign currency impairment
Other movement
Closing Balance 798,691,907 579,228,045
Total allowances for impairment 1,843,352,293 1,605,204,016

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

FY 2073/74.
Investment securities
Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080

Investment securities measured at amortized cost 10147829174 6,281,262,839
Investment in equity measured at FVTOCI 1552127197 1,489,060,294
Total 11,699,956,371 7,770,323132

4.8.1 Investment securities measured at amortized cost

Particulars

Debt securities

Bank

As at
31st Ashad 2081

As at
31st Ashad 2080

7,085,995,749

6,044,698,286

Government bonds

Government treasury bills 1461833425 236,564,552
Nepal Rastra Bank bonds - -
Nepal Rastra Bank deposits instruments 1,600,000,000 -
Other - -
Less: specific allowances for impairment

Total 10,147,829,174 6,281,262,839

4.8.2 Investment in equity measured at fair value through other comprehensive income

Particulars

As at As at
31st Ashad 2081 31st Ashad 2080
Equity instruments - -
Quoted equity securities 1,510,601,996 1457687231
Unquoted equity securities 41,525,201 31,373,063
Total 1,552,127197| 1,489,060,294
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4.8.3 Information relating to investment in equities

: As at As at
Particulars 31st Ashad 2081 31st Ashad 2080

Investment in Quoted Equity

I agiPoner Compan i 06 i
Pé%%agrlé::% !Bssﬂaar"ecseogm-;{"%%dpai duo) 52296860| 40582843| 52296860 45045021
2 A e oot o oo
Eé‘ég%tr'fj'%fasn'jgﬂg'rgeg?i,]\l'ﬁig“fgg 5sid up) 2,068,427 3,770,000 2,068,427 4,002,000
Eéi,%itgwéﬁ dﬁgggfsf]g'r‘égagfyl\lggﬁgg paid up) 8,006,771 7734190 8,006,771 8245645
1[ggghgig:§i'n"ayg gﬁgréi’o‘%"N’E%aq"é’&L“;?éeJ’p] 1918,883 3762780 6187043| 12730524
1.7 Citizen Investment Trust _ 1945 _ 2089

(1 ordinary shares of NPR 100 paid up)

?ésogigg%“o"fﬁfsag‘,’@?ﬁ0 5516 up) 20000000/ 20640000/ 20000000/ 20780000

1.9 Citizen Super 30 Mutual Fund
(500,000 units of NPR 10 paid up)

- - 5,000,000 5,000,000

7208 Prormiotbr shares of NOR 100 pai ) 663600]  227.728)  B63600) 1890200
(5114 ordiniry vare of DR 100 paid up) 2346425| 3252048 7393445 8899800
e ggg'cf;glgé‘fg%%g‘fe‘g"gf'gg ﬁggg’:ﬂ?ﬁ; 2,550,000 7356750| 2550000 5796,875
S Lot os g | I
1[-11’8 gggg'o'ﬁrﬁ tBsﬂ?flllC;RF%g (,;?&"Lf;]tua' Fund 10000000/ 9100000 10000000 9340000
?215'1,757?213'1?%?3 Life Insurance %5"3;3%5‘1' 4692458| 10078476 6512958| 18138432
éé%"s'%ﬁ?g%ﬁﬂtﬂ}?&"&%’;ﬁg’éﬁ; ggﬁ:j’l’"‘e"t Co.Lid 3102340| 6597224 4112500 8989504
[}8,79%%%2?@' é?}:‘:g";?‘é‘ﬂbo oaid up) 4951777 6125166 4951777 6,147,120
(i orciory Shores of Re 108 pad ) i 1070 i e
35590'%15%35 Equity 1Fouggch] 2,500,000 2,415,000 2,500,000 2,542,500
Eq-%%g%"agfﬁﬁg”ég '1-89;6"0"15013"3 10000000/ 11910000/ 10000000/ 10,000,000
?éégo'%fggéi Erﬂ}?;‘;t;f%"';;lﬁﬂ'a"a 30000000| 29010000/ 30000000| 3020000
(iorcinary Share of Re 100 paig apy i 1224 i 893
Eé?gobﬁé'géE’Jg&g‘;‘;‘%heach] 20000000 18000000 20000000/  18780,000
LR E Y oty
[;-gg gggmphr'gggfefgasfr‘]‘;fe‘iig;%j%%sggf dlﬁgi 31688294| 276800650 37023000| 305382000
1.26 Nabil Equity Fund 5632510 5576185 5632510 5412,842

(563,251 units of NPR 10 each)

1.27 Nabil Flexi Cap Fund
(2,000,000 units of NPR 10 each)

20,000,000 20,000,000 20,000,000 20,000,000

B e o o R i00 5aid up) 3701514|  6067215| 10598704| 17436930
a0 oG ia Dyanamic Debt Fund 2500000|  2772500| 2500000 2665000
B e 2 PR 100 paid up) 17738721| 13695352| 17738721 14598000
B aparany Limited 2218429  3937700|  6026909| 11481354
e B Sahabhagits Fund 2887525| 2640000  2887525| 2657500
D060 ebhagita Funa. 2 20,000,000/ 16,500,000| 20,000000| 18,220,000
134 epal Insurance Co. Ltd. 9174558| 12499520 1720078 4479660

(14,204 ordinary shares of Rs 100 paid up)

1.35 Nepal Life Insurance Co. Ltd.
(1 ordinary share of Rs 100 paid up)

- 619 - 744
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Particulrs
Féi%"g:gﬂz;agpgg;ao?ﬁg;ﬁg%kp';‘%‘t;? 2369644|  1562834| 2369844| 1492272
Fé%%%lgoAj:ﬁ::;aF?ﬁoF:ggh] 5000000| 4800000| 5000000 4665000
it N
ggog&%sﬁ ifg'%’féﬂ%i‘;’c‘% 30000000 27750,000| 30000000/ 30,510,000
?S-gg'ggg A jﬁ':rf;rgsoof Rs 10 paid ug 5000000 4800000 5000000| 4495000
L s i
fﬁﬁg'&%:::f&i’;:fe§°;f‘g‘;"%'g§'ai Sug 2816319| 5894978| 2816319| 5905200
1 B Mo Sts et T e | e
?i%%gggosgnits of 10 each] 10,000,000 10,040,000| 10,000000| 10,500,000
?i%%gggosﬁr:?tvslgﬁgt;iﬁ Fund-l 10,000,000| 10,060,000| 10,000,000 9990,000
eNgaGa bt |
L7 et Merotrnce St S Ui
[}:gggfé%'b'ir;‘;vstgf?ggach] 10,000000| 10,640,000| 10,000,000 10,640,000
?ég%g'ggauﬂ;;":f' e " 2500000/ 1930000/ 2500000 1997500
[1;’30”5%%‘5‘ S " 20,000,000| 19,220000| 20,000000| 19,800,000
{52 Rt BeensConpny Ui
?é?go%%%gtt;i o " 20,000000| 19,000,000| 20,000,000 20,000,000
L4 atopovsrDertpmersCapony oo aze] | eew
?25251 g;anoar(;(i:]saar: ELI;arse]Laghubitta Bittiya Sanstha Ltd- Promoter 4129137 9,585,770 4129137 5684438
Fé%%,%ﬁ? lutual Fund ] aid up) 2500000 2040000 2500000 2020000
?@Z;@g*‘;ﬁ‘oﬁg{;ﬁgﬁgfé E}tggjgg’;ﬁgigd 13588698 49891710| 13588698| 65645090
120 fgg'r’;‘;gfj';gferg%‘;g?%g'pai dug 2913981| 4499733| 2913981| 4,277395
155 e K Logublts Bits crera
Féssgggrg"s;i-:;g:%agg?d 2500000 2322500 2500000 2230000
5006000 e e 16 sach] 20,000000| 20280000| 20000000| 19,980,000
&fj‘ss;r’gﬂg;thahZ[Zg‘gﬁgﬂ‘gg“;;d"ff;] 4157155  6146565| 6549776| 8767467
S soeetolned
?é%%%‘g‘oﬁj;g‘;fscﬁ‘épe?c’;‘]’ 2500000/ 2067500 2500000 1962500
égjgg[gf‘n;ﬁj’ghgf;'gf‘;;j;‘gg gg{(‘j‘ﬂg?g Limited 423302| 1435866| 1248802| 4614040
[;'%7750":;‘n’g'r:";t;:’r‘efgfhgg'%%‘Z‘;tégjja"s“‘a Limited 3624109| 3355800 3624109 2861206
15 S Loyt Sl e 5 T s e
[12'%%3‘3333;:2 Growth fg';?;eu; 20,000000| 18980,000| 20,000,000 18,060,000
?éé%igga;gf‘:ah%';‘L’;‘gg';?;g’j‘ggepggﬂg?ny Limited 20,906,015| 190,822,233| 20,906,015| 195047732
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As at As at
31st Ashad 2081 31st Ashad 2080

Particulars

?é?sfjgjrg:gf::t;‘g‘h';':‘e's'“;“g%eocp"a’i‘m;‘]g Limited 56,550,540| 307337069| 56550,540| 316214756
&%%gghjg?;;?‘gf}g‘ggf d‘fjg]w‘h Scheme-3 5000000| 4725000/ 5000000/ 5000000
?é?gosofgg;eui‘i’fsusfgfﬂg‘;giZ”J‘S 20,000000| 16,480,000| 20,000,000 18,360,000
?i?g“gg%“ggzti’;";}g‘ﬂ‘o i ug) 13000000 13900785| 13000000| 12906950
175 Investment Through-PMS 20197121 19954416] 20191121] __19,220317
?é?ﬂ;rz:gﬂ::Sir:r::?;cssc%([JN;;S?J;]td' 1384684| 3260030 2401524 856,800
Rt ooas| oo - -
s gt oeckpar e, masose| wzeso| - -
OB ko S G | 1o soioadd] |
1 S s i connooo|_soonooo| |
st Lo o 7 oooonos| sz |
?’.Ig:élonggséthr:E:Igfg;r; ng::(ljiu;d Scheme (Himalayan 80-20) 10,000,000 9.590,000 . B
s g i |
Sub Total 688,318,761 1,510,601,996| 657,209,974 1,457,687,231
Investment in Unquoted Equity

?é%szg%?gir?grcghsar?:rgse neNPR 100 paid up) 54,000 2,552,368 54,000 2,552,368
Eiggl%‘ifg'rg'ne;ﬂns House Leg. 00 5616 up) 3381500| 38829,633| 2,381,500 27,777,695
e s T i) Fromater - -| 1000000/ 1000000
D oot o e f NER 100 paid up) 14,300 143,200 14,300 43,000
Sub Total 3,449,800 41,525,201 3,449,800 31,373,063
Total 691,768,561 1,552,127197| 660,659,774| 1,489,060,294

4.9 Current tax assets

Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Current tax assets 351,946,378 345,012,871
Current year income tax assets 217042575 172,650,992
Tax assets of prior periods 134,903,804 172,361,879
Current tax liabilities 288,774,732 210,109,067
Current year income tax liabilities 288,774,732 210,109,067
Tax liabilities of prior periods - -
Total 63,171,646 134,903,804

410 Investment in subsidiaries

Particulars As at As at
31st Ashad 2081 31st Ashad 2080

Investment in quoted subsidiaries
Investment in unquoted subsidiaries - -
Total investment - -
Less: Impairment allowances - -
Net carrying amount - -
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4101 Investment in quoted subsidiaries

As at As at
31st Ashad 2080

31st Ashad 2081
Cost

Total - _

Particulars

410.2 Investment in unquoted subsidiaries

: As at As at
Particulars 31st Ashad 2081 31st Ashad 2080

Cost

Total

4.10.3 Information relating to subsidiaries of the Bank

Particulars

As at
31st Ashad 2081

Bank

As at
31st Ashad 2080

Total

4.10.4 Non controlling interest of the subsidiaries

Particulars

Equity interest held by NCI (%)

Bank

As at
31st Ashad 2081

As at
31st Ashad 2080

Profit/(loss) allocated during the year

Accumulated balances of NCI as on Ashad end

Dividend paid to NCI

411 Investment in associates

Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Investment in quoted associates 563,392,871 517986,465
Investment in unquoted associates 89,601,000 77520976
Total investment 652,993,871 595,507,441
Less: Impairment allowances - -
Net carrying amount 652,993,871 595,507,441

4111 Investment in quoted associates

Particulars

of Rs. 100 each

Nadep Laghubitta Bittiya Sanstha Ltd. 485760 Promoter shares

As at
31st Ashad 2081
Fair Value
211,305,600

32,000,000

As at
31st Ashad 2080
Fair Value
32,000,000

48,576,000

"Deprosc Laghu Bitta Bittiya Sanstha Limited.

1,437,889 Promoter shares of Rs. 100 each 46,485,168 1166,228,577 | 46,485,168 1,080121142
541,707 ordinary shares of Rs. 100 each"
Total 78,485168 |1,377,534,177 | 78,485,168 1128,697142

411.2 Investment in unquoted associates

Particulars

Bank

As at
31st Ashad 2081

Fair Value

As at
31st Ashad 2080
Fair Value

Eggg}i}%&gr‘sﬁg@;&éﬁt 100 sach)’ 80000000 89601000 80000000 80000000
Total 80,000,000| 89,601,000 80,000,000| 80,000,000
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4.11.3 Information relating to associates of the Bank

Percentage of ownership held by the Bank

Particulars

As at As at
31st Ashad 2081 31st Ashad 2080
Nadep Laghubitta Bittiya Sanstha Ltd. 10.00% 10.00%
Deprosc Laghu Bitta Bittiya Sanstha limited 12.76% 1276%
Muktinath Capital Limited (former: Vibor Capital Ltd.) 19.75% 1975%

4.11.4 Equity value of associates

Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Nadep Laghubitta Bittiya Sanstha Ltd. 91,292,548 86,684,185
Deprosc LaghuBitta Bikas Bank. 472100,324 431,302,280
Muktinath Capital Limited. 89,601,000 77520976
Total 652,993,871 595,507,441

412 Investment properties

Particulars

Investment properties measured at fair value

Balance as on Shrawan 1 _ -

Addition/disposal during the year - -

Acquisition through business combination - -

Net changes in fair value during the year - -

Adjustment/transfer - -

Net amount - -

Investment properties measured at cost

Balance as on Shrawan 1 169,415,553 71,775,574
Addition/disposal during the year 35,196,792 98,287,902
Adjustment/transfer - -
Accumulated depreciation (647923) (647923)
Accumulated impairment loss - -
Net amount 203,964,421 169,415,553
Total 203,964,421 169,415,553
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Notes to the consolidated financial statement for the year ended 31st Ashad 2081

414 Goodwill and Intangible Assets

Particulars

Goodwill

Purchased

Figuresin NPR

Cost

Developed

Balance as on Ashad end 2079

10,500,811 -

10,500,811

Addition during the Year

Acquisition

2,222,100 -

2,222,100

Acquisition through business combination

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Ashad end 2080

12,722,911 -

12,722,911

Addition during the Year

Acquisition

3,509,102 -

3,509/102

Acquisition through business combination

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Ashad end 2081

16,232,013 -

16,232,013

Amortization and Impairment

As on Ashad end 2079

6,900,794 -

6,900,794

Amortization charge for the Year

1647365 -

1647365

Impairment for the year

Disposals

Adjustment

As on Ashad end 2080

8,548,159 -

8,548,159

Amortization charge for the Year

1616,849 -

1616,849

Impairment for the year

Disposals

Adjustment

As on Ashad end 2081

10,165,008 -

10,165,008

Capital Work in Progress

Net Book Value

As on Ashad end 2079

3,600,017 -

3,600,017

As on Ashad end 2080

4,174,752 -

4,174,752

As on Ashad end 2081

6,067,004 -

6,067,004
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Notes to the consolidated financial statement for the year ended 31st Ashad 2081

415 Deferred Tax Assets

Particulars

As at 31st Ashadh 2081

Deferred Tax Assets

Deferred Tax
Liabilities

Net Deferred Tax

Deferred tax on temporary differences on following items

Assets/ (Liabilities)

Loan and Advance to B/Fls - - -
Loans and advances to customers - - -
Investment properties - - -
Investment securities 258,107,591 (258107597)
Property & equipment - 127913121 (127913127)
Employees' defined benefit plan 29,671,375 - 29,671,375
Lease liabilities 122,947,991 - 122,947,991
Provisions 12,456,688 - 12,456,688
Other temporary differences -
Deferred tax on temporary differences 165,076,054 386,020,712 (220,944,658)
Deferred tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rate -
Net Deferred tax asset/(liabilities) as on year end of 2081 (220,944,658)
Deferred tax (asset)/liabilities as on Shrawan 1, 2080 208,786,769
Origination/(Reversal) during the year 12,157,889
Deferred tax expense/(income) recognised in profit or loss (2,979,819)
Deferred tax expense/(income) recognised in other comprehensive income (9,178,070)
Deferred tax expense/(income) recognised in directly in equity

Particulars

Deferred Tax Assets

As at 31st Ashad 2080
Deferred Tax

Net Deferred Tax

Deferred tax on temporary differences on following items

Liabilities

Assets/ (Liabilities)

Loan and Advance to B/Fls

Loans and advances to customers

Investment properties

Investment securities 248,520,156 (248,520,156)
Property & equipment - 132,956,321 (132,956,321)
Employees' defined benefit plan 26,410,049 1177619 25232431
Lease liabilities - - -
Provisions 10,583,566 - 10,583,566
Other temporary differences 136,873,711 - 136,873,711
Deferred tax on temporary differences 173,867,326 382,654,095 (208,786,769)
Deferred tax on carry forward of unused tax losses 16,412,535 -
Deferred tax due to changes in tax rate -
Net Deferred tax asset/(liabilities) as on year end of 2080 (208,786,769)
Deferred tax (asset)/liabilities as on Shrawan 1, 2079 (70,557,769)
Origination/(Reversal) during the year 138,229,000
Deferred tax expense/(income) recognised in profit or loss (114,818)
Deferred tax expense/(income) recognised in other comprehensive income 138,114,182

Deferred tax expense/(income) recognised in directly in equity
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Notes to the consolidated financial statement for the year ended 31st Ashadh 2081
416 Other assets

Particulars As at As at
31st Ashad 2081 31st Ashad 2080

Assets held for sale - -
Other non banking assets - -
Bills receivable - -
Accounts receivable 87520437 3381577107
Accrued income - -
Prepayments and deposit 25,268,750 12,673,237
Income tax deposit 156,702,033 154,114,496
Deferred employee expenditure 2,660,579 3,485,567
Other 13,877,368 11,127,878

a. Stock 13,817.990 11,068,501

b. Gold coins 24161 24,181

c. Cash in transit 35217 35217
Total 286,029,167 220,558,285

Account receivable includes visa, remittance and other sundry receivable balance of various period. It includes gross receivable
amount of Rs 741,542,165 on which impairment allownces of Rs 652,452,821 has been created from past fiscal year due to doubt on
recoverability of some sundry Balances. Net of imapirment allownces has been presented in above schedule.
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Notes to the consolidated financial statement for the year ended 31st Ashadh 2081

417 Due to Bank and Financial Institutions

Particulars

As at

31st Ashad 2081

As at

31st Ashad 2080

Money market deposits

Interbank borrowing

Other deposits from BFls 638,377,542 963,569,866
Settlement and clearing accounts - -
Total 638,377,542 963,569,866

418 Due to Nepal Rastra Bank

Particulars

As at

As at

Refinance from NRB

31st Ashad 2081

31st Ashad 2080

Standing Liquidity Facility

Lender of last report facility from NRB

Securities sold under repurchase agreements

Other payable to NRB

1042,300,000

488,675,000

Total

1,042,300,000

488,675,000

419 Derivative financial instruments

Particulars

As at

31st Ashad 2081

As at

31st Ashad 2080

Held for trading

Interest rate swap

Currency swap

Forward exchange contract

Others

Held for risk management

Interest rate swap

Currency swap

Forward exchange contract

Other

Total

4.20 Deposits from customers

Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Institutions customers: 15,902,958,385 12,517,024,618
Term deposits 10,838,205,015 8,658,608,330
Call deposits 4,266,075,267 384,431,220
Current deposits 757,618,598 645,670,985
Other 41,059,505 28,314,083
Individual customers: 42,650,155,093 36,615,035,049
Term deposits 30,180,301,691 277190,728,503
Saving deposits 12102,246,776 9,051925975
Current deposits 331457374 371,396,382
Other 36,149,252 984,190
Total 58,553,113,478 49132,059,667
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Statement of Deposits (Monthly)

At the month end of Ashadh, 2081 Figures in NPR 000"

Particulars

Certificate

Total

Current ‘ Saving ‘ Fixed ‘MonegatCaII

of Deposit

Margin ‘ Others ‘

(1t07)

(A) Local Currency Deposits 1 2 3 4 5 6 7 8
1. Foreign Entities or Individuals 10.94 0.00 0.00 0.00 0.00 0.00| 0.0 10.94
111 Foreign Diplomatic and Grant Commissions 000
1.2 Projects Undertaken by Foreign Government 000
1.3 International Organizations (Including UNQ) 000
14 Other International Non-gov. Organizations 000 000 000 0.00 0.00 000| 000 000
141 Residential 000
14.2 Non-residential 000
1.5 Foreign Banks 000
16 Other Financial Institutions 1094 1094
17 Foreign Airlines 000
1.8 Foreign Country's Pension Camp 000 0.00 000 0.00 0.00 000| 000 0.00
181 Government of India 000
1.8.2 British Government 000
19 Foreign Nationals 000 000 000 000 000 000| 000 000
197 Residential 000
19.2 Non-residential 000
110 Others 000 000 000 000 000 000| 000 000
1101 Residential 000
1110.2 Non-Residential 000
2. Municipality/V.D.C./D.D.C. 3,874.31 0.00 0.00 0.10 387441
3. Financial Institutions 172595.26 | 1842.65| 7588174.34| 4250383.44 0.00| 32500/ 0.00| 12013320.69
31 Deposit Accepting Financial Institutions 9106200| 160474| 186265464 | 389676848 000 000| 000| 585208987
311"A' Class licensed institution (Including ADB/N 6.81 000 000 000 6.81
Branches performing commercial banking transactions)
31.2"B" Class licensed institutions 13295 000 000 2310275 2323570
31.3"C" Class licensed institutions 7500 000 000| 27057854 27065354
314 'D" Class licensed institutions 1157834 000 1730000| 37389379 40277213
315 Cooperatives (having license to limited banking) | 68.954.39 3360 180062986 | 322332825 509294610
316 NGOs (having a license of limited banking 1031451 157174 4472479 586516 6247560
transactions)
3117 Postal Saving Banks (Saving Deposits Only) 000 000 000 000 000
318 Nepal Infrastructure Bank Limited 000
3.2 Other financial Institutions 000 000 000 000 000 000| 000 000
3271 Nepal Industrial Development Corporation 000
322 Agricutture Development Bank (Excluding commercial 000
banking branches)
3.3 Financial Institutions not accepting deposits 7369913 000| 541201970 346149.37 000 000| 000| 5831868.20
3.371Insurance companies 68,616.96 000| 498831970 119,525.35 517646201
3.3.2 Employees Provident Fund 000 000 000 000 000
3.3.3 Citizen Investment Trust 000 000 000 000 000
3.34 Merchant Banking 508217 000| 42370000| 22662402 65540619
34 Other Intermediary Financial Units 783413 23791 313500.00 7465.59 000| 32500| 000 32936262
344 Rural Self-help Fund (Grameen Swablamban Kosh 381 000 000 000 000 000 381
34.2 Money-Changers 9746 000 1000.00 9329 000| 31000 150075
34.3 Stock Brokers 694827 21389| 31250000 581839 000 000 325480.55
344 Stock Exchange 000 000 000 000 000 000 000
34.5 Money Transfer 784.59 2401 000 155391 000 1500 237751
346 Others-Other Subsidiary Financial Units 000 000 000 000 000 000 000
Ly — 000 000 000 000 000 000 000
4. Non-financial Institutions 47879367 | 1097592| 364897145 366760.71 0.00|19582.31| 0.00| 4525084.05
47 Governmental Institutions and Companies 1379 000| 1637300.00 000 000 000| 000 163731379
411 Industrial 000
412 Trading 000 000 000 000
413 Other 1379 000| 163730000 163731379
4.2 Non-governmental Institution and Companies 47877388 | 1097592 201167145 366760.71 000 1958231| 000| 288777026
4.2 Industrial 12,56106 218 795000 553323 000| 20000 2624647
422 Trading 18992199 | 785946 48006461 10188027 000| 998481 78971114
423 Others 27629682 3114.28| 1523656.84 25934721 000| 939750 207181265
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Particulars Current ‘ Saving ‘ Fixed ‘ Mogaeﬁj 2k g?ggl%astii ET ] ‘ Others ‘ [;-{%t;i..

5. Non-profit Organizations 34491.84 199.91 162116.71| 42098.22 0.00 000/ 0.00| 238906.68
51 Schools, Campuses 10,340.95 74.39 12916571 29886.26 16946731
5.2 Hospitals, Nourishing Homes 497378 000 2500000 405325 3402703
5.3 Others 191771 12552 795100 815871 000 000 000 3541234

5.3 Residential 18948.22 12552 795100 815871 3518346
532 Non-residential 228.88 000 000 000 22888

6. Individuals 331457.37 | 12102239.50 | 30180301.69 15531.95 0.00| 66500 0.00| 42630195.51
6.1 Residential 33145737 1210223950 | 30,180,30169 1553195 000| 66500 4263019551
6.2 Non-residential 000

7.0thers 67845.23 28041.03 481242.51| 245210.34 000 4500| 000| 822384.10
71 Residential 6782614 2804103 48124251| 24521034 000| 4500 82236501
7.2 Non-residential 19.09 000 000 000 000 000 1909

8. Cashiers' Deposits 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Total Deposits in Local Currency (1to8) 108906862 | 1214329900 | 42060806.71| 4919984.76 000 2061731 000| 6023377639

(B) Foreign Currency Deposits
1. Foreign Entities or Individuals 0.00 0.00 0.00 0.00 0.00 0.00| 0.0 0.00

1.1 Foreign Diplomatic and Grant Commissions 000
1.2 Projects Undertaken by Foreign Government 0.00
1.3 International Organizations (Including UNO) 000
1.4 Other International Non-gov. Organizations 000 000 0.00 0.00 0.00 000 000 000
141 Residential 000

1.4.2 Non-residential 000

1.5 Foreign Banks 000
.6 Other Financial Institutions 000
.7 Foreign Airlines 000
1.8 Foreign Country's Pension Camp 000 0.00 0.00 0.00 0.00 000 000 000
1.8.1 Government of India 000

1.8.2 British Government 000

1.9 Foreign Nationals 000 000 000 000 000 000 000 000
1.9.1 Residential 000

1.9.2 Non-residential 000

110 Others 000 000 000 000 000 000 000 000
1101 Residential 000

110.2 Non-Residential 000

2. Domestic Institutions and Companies 7.35 0.00 0.00 0.00 0.00 0.00 0.00 735
21"A" Class licensed institutions 000
2.2 Residential 735 735
2.3 Non-Residential 000
3. Individuals 0.00 7.28 0.00 0.00 0.00 0.00| 0.00 728
3.1 Residential 728 728
3.2 Non-Residential 000
Total Deposit of foreign Currencies (1to3) 7.35 7.28 0.00 0.00 0.00 0.00 0.00 14.63
Gross Total (A)+(B) 108907597 | 12143306.28 | 42060806.71| 4919984.76 000| 2061731| 0.00| 60233791.02
Total Number of Accounts 43236 365791 24059 4528 0 299 437913
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4.20.1 Currency wise analysis of deposit from customers

Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Nepalese rupee 58,553,098,844 49131,492,682
Indian rupee - -
United State dollar 14,634 566,985
Great Britain pound - -
Euro - -

Japanese yen - -
Chinese yuan - -
Other
Total 58,553113,478 49,132,059,667

4.21 Borrowing

Particulars As at As at
31st Ashad 2081 31st Ashad 2080

Domestic Borrowing - -

Nepal Government - -

Other Institutions - -
Other - -
Sub total

Foreign Borrowing
Foreign Bank and Financial Institutions - -
Multilateral Development Banks - -
Other Institutions - -
Sub total - -
Total - -

4.22 Provisions

Particulars As at As at
31st Ashad 2081 31st Ashad 2080

Provisions for redundancy - -

Provision for restructuring - -

Pending legal issues and tax litigation - -

Onerous contracts - -
Other - -
Total - -

4.22.1 Movement in provision

Particulars As at As at
31st Ashad 2081 31st Ashad 2080

Balance as at Shrawan 1 - _

Provisions made during the year - -

Provisions used during the year - -

Provisions reversed during the year - -
Unwind of discount - -
Balance as at Ashad End - -

17" ANNUAL REPORT [2028/2024

127



el (o 3@ 7.

Lumbini Bikas Bank Ltd.

foiRoc A&

4.23 Other liabilities

RN
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Liability for employees defined benefit obligations 67,362,890 51,380,312
Liability for long-service leave 23,373,369 15,370,393
Short-term employee benefits - -
Bills payable 2,115,205 2,262,219
Creditors and accruals 81,494,502 115,396,069
Interest payable on deposit 3,956,581 4,599,025
Interest payable on borrowing - -
Unpaid Dividend 106,129,326 86,668,621
Liabilities under Finance Lease 409,826,635 456,245,704
Employee bonus payable 105,750,827 78,657,035
TDS Payable 42181,827 40,206,474
Other 50,871,629 21,983,185
a. Provision for general expense 4,389,902 3,893,705
c. Auction and bidding proceed 22171749 15,809,550
d. ATM and VISA payable 3,815,186 1,567,769
e. ASBA payable 580.00 90,085
f. Remit Payble 7,216,880 72,050
g. Other 13,277,332 550,025
Total 893,062,791 872,769,038
4.23.1 Defined benefit obligations
EET
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
The amounts recognised in the statement of financial position are as follows:
Present value of funded obligations 99,635,769 84,108,102.00
Total present value of obligations 99,635,769 84,108,102.00
Fair value of plan assets 32,272,879 3272779017
Present value of net obligations 67,362,890 51,380,311.83
Recognised liability for defined benefit obligations 67,362,890 51,380,311.83
4.23.2 Plan assets
Bank
Particulars | As at As at
31st Ashad 2081 31st Ashad 2080
Plan assets comprise:
Equity securities - -
Government bonds - -
Bank deposit 32,272,879 32,727790
Other - -
Total 32,272,879 32,727,790
Actual return on plan assets 3,111,863 1,026,475
4.23.3Movement in the present value of defined benefit obligations
| Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Defined Benefit Obligation as at Shrawan 1 84108102 76,383,857
Actuarial losses/(gain) 1,303,665 (3,562,004)
Benefits paid by the plan (3,566,774) (3979,858)
Current service costs and interest 17790,776 15,266,107
Defined Benefit Obligation as at Ashad End 99,635,769 84,108,102

17" ANNUAL REPORT [2028/2024

128



el (o 3@ 1.

Lumbini Bikas Bank Ltd.

4.23.4Movement in the fair value of plan assets

Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Fair Value of Plan Asset as at Shrawan 1 32,727,790 33,358,695
Contributions paid into the plan - -
Benefits paid during the year (3,566,774) (3.979,858)
Actuarial (losses) gains (60,886) 525,764
Expected return on plan assets 3172749 2,823189
Fair Value of Plan Asset as at Ashad End 32,272,879 32,727,790
4.23.5 Amount recognised in profit or loss
Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Current service costs 12,845,387 11,919,606
Interest on obligation 7,326,065 6,695,454
Expected return on plan assets (3172,749) (2,823189)
Total 16,998,703 15,791,871
4.23.6 Amount recognised in other comprehensive income
Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Actuarial (gain)/loss 1,364,551 (4,087768)
Total 1,364,551 (4,087,768)
4.23.7 Actuarial assumptions
Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Discount rate 9% S%
Expected return on plan asset 9% 9%
Future salary increase 5% 5%
Withdrawal rate 5% 5%
Expcted Average Remaining Working Lives of Employee (year) 11.30 1312
4.24 Debt securities issued
Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Debt securities issued designated as at fair value through profit or loss - -
Debt securities issued at amortized cost 1,052,390,630 1,008,536,543
Total 1,052,390,630 1,008,536,543
4.25 Subordinated Liabilities
Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080

Redeemable preference shares

Irredeemable cumulative preference shares (liabilities component)

Other

Total
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4.26 Share capital

Particulars

As at
31st Ashad 2081

As at
31st Ashad 2080

Ordinary shares 3,518,134,138 3,382,821,286
Convertible preference shares (equity component only) - -
Irredeemable preference shares (equity component only) - -
Perpetual debt (equity component only) - -
Total 3,518,134,138 3,382,821,286
4.26.1 Ordinary shares
Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Authorized Capital 5,000,000,000 5,000,000,000
50,000,000 Ordinary share of Rs. 100 each 5,000,000,000 5,000,000,000
Issued capital 3,518,134,138 3,382,821,286
35181341 Ordinary share of Rs. 100 each 3,518134138 3,382,821,286
Subscribed and paid up capital 3,518,134,138 3,382,821,286
35181341 Ordinary share of Rs. 100 each 3518134138 3,382,821,286
Total 3,518,134,138 3,382,821,286
Reconciliation of the number of shares outstanding at the beginning and end of the year
Bank
Particulars As at As at
31st Ashad 2081 31st Ashad 2080

Balance as at the beginning of the year 3,382,821,286 3,284,292,511
Add: Issue of bonus share during the year 135,312,852 98,528,775
Add: Issue of right share during the year - -
Balance as at the end of the year 3,518,134,138 3,382,821,286

4.26.2 Ordinary share ownership

Particulars

As at As at
31st Ashad 2081 31st Ashad 2080

Domestic ownership

Nepal Government

"A" class licensed institutions

Other licensed institutions

526,042,347

451,944,924

Other Institutions

Public 85.05 2,992,091,791 8664| 2930876362
Other - - - -
Foreign ownership - - - -
Total 100.00 3,518,134,138 100| 3,382,821,286

Particulars

As at As at
31st Ashad 2081 31st Ashad 2080

Percent

Share Ownership

Promoter 51.01 1,794,499,747 51.01 1,725480,526
Public 4899 1,723,634,391 4899 1,657340,760
Total 100 3,518134,138 100 3,382,821,286
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Notes to the consolidated financial statement for the year ended 31st Ashad 2081
Shareholder holding more than 0.5%

Number of

BOID/SH NO. Name of Shareholder Shares Hold Holding % Type
1301120000929415 Syakar Company Pvt. Ltd 215778700 6.13% Promotor institution
1301250000229824 CHINTAMANI BHATTRAI 1,349,096.00 3.83% Promotor
1301010000339699 SHANTI SHRESTHA 615,419.00 175% Promotor
1301300000001774 RMC INVESTMENT PVT. LTD 600,248.00 171% Promotor institution
1301520000022838/29 MANA PRASAD WAGLEY 560,459.33 159% Promotor
1301060001038807 MINGMA DORJE SHERPA 552,984.00 157% Promotor
1301460000001638/13011 | KANCHHA GURUNG 528,202.00 1.50% Promotor
10000029986
1301250000082813 SUSHIL RAJ PARAJULI 45267700 1.29% Promotor
1301580000020869 PUSHPA JYOTI DHUNGANA 368,359.00 1.05% Promotor
1301100000334400/11 SUDHIR PRASAD SHARMA 337005.52 0.96% Promotor
1301080000774721 GAU MATA INVESTMENT COMPANY PVT. LTD 314,401.00 0.89% Promotor institution
1301250000086573 RAMJI PRASAD BASTOLA 299,376.00 0.85% Promotor
1301280000076813 SHYAM KUMAR CHHETRI 234,945.00 067% Promotor
1301250000705626/13010 | VIJAY KUMAR SARAWAGI 232,28700 0.66% Promotor
10000146909
1301490000067741 AJAY KUMAR SARAWAGI 230,604.00 0.66% Promotor
1301080000050941 BASU SHREE SHRESTHA KARMACHARYA 224,267.00 0.64% Promotor
1301370000530001 Deepak Sherchan 224,214.00 064% Promotor
1301100000339694 MANKAJI MAKAJU 205,952.00 0.59% Promotor
42617 SHYAMUKAPU INTERNATIONAL 191,436.34 0.54% Promotor institution
1301250000017272 Shanker Ghimire 187,359.00 0.53% Promotor
1301310000002141 BINOD BAHADUR SHRESTHA 178,955.00 0.51% Promotor

4.27 Reserves

Figuresin NPR

Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Statutory general reserve 1142,791,858 1,034,058,334
Exchange equalization reserve 1,229,664 1191977
Corporate social responsibility reserve 12,923,955 10,899,727
Capital redemption reserve 125,000,000 -
Regulatory reserve 425,770,788 418,533,420
Investment adjustment reserve 40,000,000 40,000,000
Capital reserve - -
Assets revaluation reserve - -
Fair value reserve 602,251,045 579,880,364
Dividend equalization reserve - -
Actuarial gain/(loss) 1792,591 2747777
Special reserve - -
Other reserve 505,877428 446,0720M
Total 2,857,637,329 2,533,383,609

17" ANNUAL REPORT [2028/2024

131



el (o 3@ 7.

Lumbini Bikas Bank Ltd.

foiRoc A&

Notes to the consolidated financial statement for the year ended 31st Ashadh 2081

4.28 Contingent liabilities and commitments

Figures in NPR

Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Contingent liabilities 122,331,869 163,369,435
Undrawn and undisbursed facilities 1,863,012,683 1,630,383,515
Capital commitment - -
Lease Commitment - -
Litigation 311,908,524 296,782,531
Total 2,297,253,075 2,090,535,480
4.28.1 Contingent liabilities
Particulars As at As at
31st Ashad 2081 31st Ashad 2080
Acceptance and documentary credit - -
Bills for collection - -
Forward exchange contracts - -
Guarantees 122,331,869 163,369,435
Underwriting commitment - -
Other commitments - -
Total 122,331,869 163,369,435
4.28.2Undrawn and undisbursed facilities
Bank
Particulars | As at As at
31st Ashad 2081 31st Ashad 2080
Undisbursed amount of loans 549,340,551 281,770,255
Undrawn limits of overdrafts 1313672132 1,348,613,259
Undrawn limits of credit cards - -
Undrawn limits of letter of credit - -
Undrawn limits of guarantee - -
Total 1,863,012,683 1,630,383,515

4.28.3Capital commitments

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

Particulars

Bank

As at
31st Ashad 2081

As at
31st Ashad 2080

Capital commitments in relation to Property and Equipment

Approved and contracted for

Approved but not contracted for

Sub Total

Capital commitments in relation to Intangible assets

Approved and contracted for

Approved but not contracted for

Sub Total

Total
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4.28.4Lease commitments

As at As at
31st Ashad 2081 31st Ashad 2080

Operating lease commitments -

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

Not later than 1 year - -

Particulars

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

Later than 5 years - -
Sub Total - -

Finance lease commitments
Future minimum lease payments under non cancellable - -
operating lease, where the Bank is lessee

Not later than 1 year - -

Later than 1 year but not later than S years - -

Later than 5 years - -
Sub Total - -
Grand Total - -

4.28.5Litigation

The bank's litigations are generally related to its ordinary course of business pending on various jurisdiction. Litigations
are mainly in the nature of income tax from the amended assessment of the development bank including merged entities
in previous fiscal year.

4.29 Interestincome

T ‘ st Ashad 2081 ‘ 31st Athad 2080
Cash and cash equivalent 52,284,037 74,598,932
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions 4,828,425 156,164
Loan and advances to bank and financial institutions 213,940,921 270,323,665
Loans and advances to customers 6,086,195,709 5,958,537699
Investment securities 528,411,553 458,490,788
Loan and advances to staff 9,603,441 10,344,549
Other - -
Total interest income 6,895,264,085 6,772,451,797
4.30 Interest expense
Particulars ‘ Year Ended ‘ Year ended
31st Ashad 2081 31st Ashad 2080
Due to bank and financial institutions 1,305,753 16,091,740
Due to Nepal Rastra Bank - 156,224,315
Deposits from customers 4,993101117 4,707570,874
Borrowing - -
Debt securities issued 109,588,984 10,330,753
Subordinated liabilities - -
Other 36,440,681 38,441,887
Total interest expense 5140,436,535 4,928,659,569

17" ANNUAL REPORT [2028/2024

133



el (o 3@ 7.

Lumbini Bikas Bank Ltd.

foiRoc A&

4.31 Fees and Commission Income

Particulars Year Ended Year ended
31st Ashad 2081 31st Ashad 2080
Loan administration fees - -
Service fees 177442753 146,717,205
Consortium fees 1,690,901 243,687
Commitment fees 562,758 522,046
DD/TT/Swift fees - -
Credit card/ATM issuance and renewal fees 3,988,241 3,934,064
Prepayment and swap fees 13,620,596 4,765,772
Investment banking fees - -
Asset management fees - -
Brokerage fees - -
Remittance fees 2,473,302 2,897412
Commission on letter of credit - -
Commission on guarantee contracts issued 4152,787 3,832,760
Commission on share underwriting/issue - -
Locker rental 1,157,800 951,301
Other fees and commission income 3,066,339 1817697
Total fees and Commission Income 208,155,475 165,681,944
4.32 Fees and commission expense
Particulars Year Ended Year ended
31st Ashad 2081 31st Ashad 2080
ATM management fees 11,144,811 11,094,310
VISA/Master card fees - -
Guarantee commission - -
Brokerage - -
DD/TT/Swift fees - -
Remittance fees and commission - -
Other fees and commission expense 171139 222,037
Total fees and Commission Expense 11,315,950 11,316,347
4.33 Net trading income
Particulars Year Ended Year ended
31st Ashad 2081 31st Ashad 2080
Changes in fair value of trading assets - -
Gain/loss on disposal of trading assets - -
Interest income on trading assets - -
Dividend income on trading assets - -
Gain/loss foreign exchange translation 27388 21151
Other - -
Net trading income 27,388 21151
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4.34 Other operating income

Particulars Year Ended Year ended
31st Ashad 2081 31st Ashad 2080

Foreign exchange revaluation gain 150,747 616,505
Gain/loss on sale of investment securities 19,236,511 -
Fair value gain/loss on investment properties - -
Dividend on equity instruments 15,939,828 33,705,896
Gain/loss on sale of property and equipment 2,406,403 1,482,093
Gain/loss on sale of investment property 37,096,260 50,000
Operating lease income 6,932,509 6,553,896
Gain/loss on sale of gold and silver - -
Locker rent - -
Other 3,429,380 6,756,217

a. Income from Insurance Claims - -

b. Others 3429177 6,756,217
Total 85,191,636 49,164,606

Particulars

4.35 Impairment charge/(reversal) for loan and other losses

‘ Year Ended ‘

31st Ashad 2081

Year ended
31st Ashad 2080

Impairment charge/(reversal) on loan and advances to B/Fls (2,318,111) (2161,788)
Impairment charge/(reversal) on loan and advances to customer 238148278 547,896,315
Impairment charge/(reversal) on financial Investment - -
Impairment charge/(reversal) on placement with banks and financial . .
institutions

Impairment charge/(reversal) on property and equipment - -
Impairment charge/(reversal) on goodwill and intangible assets - -
Impairment charge/(reversal) on investment properties - -
Total 235,830,167 545,734,527

4.36 Personnel Expenses
Particulars Year Ended Year ended
31st Ashad 2081 31st Ashad 2080

Salary 186,716,746 176,793,490
Allowances 145,826,909 135,615,680
Gratuity expense 16,998,703 15,791,871
Provident fund 17,723,878 16,584,691
Uniform 9,960,000 9,840,000
Training & development expense 7173,288 546,768
Leave encashment 15,461,840 14,099,759
Medical - -
Insurance 3365430 2,728,482
Employees incentive - -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS 998,765 3,464,282
Other expenses related to staff 190,000 135,000
Subtotal 404,415,560 384,200,023
Employees bonus 105,750,827 78,657,035
Grand total 510,166,387 462,857,058
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4.37 Other operating expense

Particulars Year Ended Year ended
31st Ashad 2081 31st Ashad 2080
Directors' fee 2,063,000 1,795,000
Directors' expense 3,301,687 1,453,606
Auditors' remuneration 1,186,500 2,700,000
Other audit related expense - 475,000
Professional and legal expense 3612142 1993449
Office administration expense 190,368,200 196,445,424
Operating lease expense - -
Operating expense of investment properties - -
Corporate social responsibility expense 3,412,449 2121675
Onerous lease provisions - -
Others 4,005921 1117673
Total 207,949,898 208,101,828
4.37.1 Office administration expense
FAEEETS 315t Achad 5081 315t Ashad 5080
Water and electricity 18,204,667 18111122
Repair and maintenance
(8) Building 32,277 105,403
(b) Vehicle 2,768,338 4,008,659
(c) Computer and accessories 1551672 1,359,982
(d) Office equipment and furniture 3705795 2412,096
(e) Other 176,887 616,694
Insurance 4,512,978 5167182
Postage, telex, telephone, fax 3,350,612 3,655,000
Printing and stationery 9,800,478 11,120,669
Newspaper, books and journals 153,747 183,210
Advertisement 12,923,175 13,854,365
Security expense 50,080,306 60,772,904
Deposit and loan guarantee premium 16,797647 14,370,255
Travel allowance and expense 4,691,746 2,265132
Annual/special general meeting expense 1497483 2,119,658
Other 60,120,393 56,323,092
a. ECC and other Bank charges 869,542 785411
b. Internship expenses 414,160 390,236
c. Connectivity expense 9,478,935 8,760,126
d. Fuel expenses 7824,277 7999,817
e. Refreshment and guest hospitality 8,399,571 7,642,346
f. Cleaning and sanitation 4,954,512 4,724,723
g. Annual maintenance contract expense 11,020,367 7631276
h. Registration and renewal expense 4,576,862 3,963,230
i. Asset written off expense 67 -
j. Vehicle, property and other expense 3,455,354 3181,946
k. Office supplies and small accessories 2,734,928 3,867,721
. RTS and related expense 461,620 512,000
m. Internet expense 611,515 452,344
n. Other office expense 5,318,682 5411917
0. Other writeoff expenses - -
p. Other - -
0. Other writeoff expenses - -
p. Other - -
Total 190,368,200 196,445,424
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4.38 Depreciation & Amortization

. Year Ended Year ended
T S 31st Ashad 2081 31st Ashad 2080
Depreciation on property and equipment 107,028,411 104,061,370
Depreciation on investment property - 149,646
Amortization on intangible assets 1,616,849 1647365
Total 108,645,260 105,858,382
4.39 Non operating income
. Year Ended Year ended
ARERER 31st Ashad 2081 31st Ashad 2080
Recovery of loan written off 1,710,000 1,450,000
Other income - -
Total 1,710,000 1,450,000
4.40 Non operating expense
Particulars Year Ended Year ended
31st Ashad 2081 31st Ashad 2080
Loan written off 22,683,268 16,178,148
Redundancy provision - -
Expense of restructuring - -
Other expense 1,563,676 2,150,325
Total 24,246,944 18,328,473
4.41 Income tax expense
Particulars Year Ended Year ended
31st Ashad 2081 31st Ashad 2080
Current tax expense 405,110,001 210,125,978
Current year 288,774,732 210,109,067
Adjustments for prior years 116,335,269 16,911
Deferred tax expense 2,979,819 114,818
Origination and reversal of temporary differences 2,979,819 114,818
Changes in tax rate - -
Recognition of previously unrecognised tax losses - -
Total income tax expense 408,089,821 210,240,796
4.411 Reconciliation of tax expense and accounting profit
Particulars Year Ended Year ended
31st Ashad 2081 31st Ashad 2080
Profit before tax 951,757443 707913,314
Tax amount at tax rate of 30% 285,527,233 212,373,994
éS;jp:OTsaex effect of expenses that are not deductible for tax 6,358,368 14,202,500
Less: Tax effect on exempt income (3111,369) (9,081,330)
Add/less: Tax effect on other items 116,335,269 (7369/186)
Total income tax expense 405,110,001 210,125,978
Effective tax rate 42.56% 33.00%
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S. DISCLOSURE AND ADDITIONAL INFORMATION

5.1. Risk Management

Effective Risk Management is an essential part of the High-Level Control framework. The overall risk management system
is reflected in the ongoing control environment, risk awareness and management style. Specific roles or responsibilities are
assigned for leading and managing the internal control environment through the: Chairman, and the BOD, Risk Committee,
Audit Committee, CEO and Senior Management, Risk Department, Compliance Department and Support Functions.

The broad categories of risk the development bank face are credit risk, market risk, liquidity risk, interest rate risk in the
banking book and operational risk. Further, focus on digitization leads to cyber security and data risk as well as reputation
risk. The entity is also exposed to Environmental, Social & Governance risks arising out of the nature of business operations
of the borrowers (particularly large, corporate borrowers), the industry segment in which they operate and the deficits in
their compliance to statutory/ regulatory norms.

Development Bank has implemented the Risk Management policy and guideline to streamline the overall risk management
function of the Development Bank.

i. Board of Directors

The Board of Directors of the Bank takes responsibility for managing the comprehensive risks faced by the Bank. BOD
approves the risk management policies and also sets limits by assessing the risk appetite, tolerance, skills available
for managing risk and the risk bearing capacity. It supervises the implementation of the risk strategy. It guides the
development of palicies, procedures and systems for managing risk. It ensures that these are adequate and appropriate
to changing business conditions, the structure and needs of the Bank and the risk appetite of the Bank. Sub-Committees
of the Board of Directors have been constituted to oversee the various risk of management activities.

The BOD of the Development Bank has complied with all the code of conduct and corporate governance guidelines as per
NRB Directives and applicable relevant policy and Acts.

ii. Risk Management Committee

Pursuant to the NRB directive on corporate governance, the Development Bank has established Risk Management
Committee with well-defined terms of reference in line the NRB directive. Risk Management Committee (RMC), chaired
by the one of the member of BOD periodically examines Credit Risk, Market Risk, Liquidity Risk, and Operation Risk of the
Development Bank, oversee the sector portfolio/portfolio diversification and advise the management to review policy/
process of the Development Bank. The Committee review the current risk profile and assess potential impact on the
activities of the Development Bank or specific business, ensuring risks are identified, assessed, measured, mitigated,
managed and monitored within acceptable parameters; where necessary, take appropriate remedial action.

iii. CEO and Senior Management
The CEO and Senior management have ensured that Development Bank have a strong risk management culture with
well-written policies, manuals and guidelines. Senior management review and reinforce the risk management system.

iv. Risk Department
Risk Department has responsibility for high level Bank policy and procedures exposures including setting standards
and reporting significant Risks and Corporate Governance issues to Senior management and BOD.

v. Internal Audit and Compliance Department
Audit Department reviews the implementation and adherence to the policy as part of its audit activities. It also works
with the businesses and functions to prepare high-level risk maps to help identify and manage all aspects of risk,
including Operational Risk and to help determine their Audit strategy.

Compliance Department of the Development Bank plays the vital roles on compliance of regulatory requirements.
Internal policies, procedures and guidelines are closely monitored by the compliance of respective departments along
with the compliance department.
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5.11 Credit Risk

Credit Risk is the risk of loss of principal or loss of a financial reward stemming from a borrower's failure to repay a loan or
otherwise meet a contractual obligation. The Credit Risk Monitoring and Reporting Framework have been prepared in order
to mitigate/minimize the credit risk of the Development Bank through appropriate monitoring and reporting framework
established within the Development Bank.

Credit Policy established framework for making investment and lending decisions and reflect the Development Bank's
tolerance for the credit risk. The Development Bank's Credit Palicies are stated and defined in the Credit Policies Guidelines
(CPG). The CPG states and defines the Development Bank's rules and policies related to the Development Bank's lending
activities, reflecting the Development Bank's credit philosophy and culture. The CPG are updated at regular interval to
reflect changes in the economic outlook and evolution of the Development Bank's loan portfolio.

The Development Bank measures, monitors and manages the credit risk for each borrower and also at the portfolio
level. The credit review assessment of capital adequacy, at a minimum, covers risk rating systems, portfolio analysis/
aggregation, large exposures and risk concentrations. The Development Bank has a structured and standardized credit
approval process, which includes a well-established procedure of comprehensive credit appraisal.

Credit Risk Management is ultimately the responsibility of the Board of Directors. Hence Overall strategy as well as
significant policies has to be reviewed by the board regularly. Further, Senior Management is responsible for implementing
the Development Bank’s credit risk management strategies and policies and ensuring that procedures are put in place to
manage and control credit risk and the quality of credit portfolio in accordance with these policies.

5.1.2 Market Risk

Market risk is defined as the risk of losses resulting from movements in market prices that adversely affect the value of on-
and off-balance-sheet positions of financial institutions. It is the risk to a Development Bank resulting from movements in
market prices, in particular, changes in interest rates, foreign exchange rates and equity and commadity prices.

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

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

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

5.1.3 Operational Risk
Operational risk is the risk of loss resulting from inadequate or failed internal process, people and system or from external
events.

Measuring the size and scope of a Development Bank's risk exposures is an integral part of risk management process.
Development Bank has placed a process for regular monitoring and reporting of operational risk profiles and material
exposures to losses. It offers the advantages of quickly detecting and correcting deficiencies in the policies, processes
and procedures for managing operational risk

The monitoring has been undertaken with the following scopes:

- Monitor assessment of the exposure to all types of operational risk faced by the Development Bank.
- An effective risk reporting has been designed in line with authorities.

- Establish early warning system for increasing risk of future losses.

5.1.4 Liquidity Risk

Liquidity risk is the risk that a financial institution loses its ability to fund its assets or to meet its obligations as they
come due without incurring unacceptable cost or losses. Furthermore, Liquidity risk is the risk to an institution's financial
condition or safety and soundness arising from its inability (whether real or perceived) to meet its contractual obligations.
Development Bank has Assets Liability Committee (ALCO) for managing overall liquidity of the Development Bank.
Generally, the function of liquidity risk management is performed by ALCO and it comprises of senior management from
each key area of the Development Bank that assumes and manages liquidity risk. The ALCO meeting has been held on a
regular basis. ALCO's general responsibilities include developing and maintaining appropriate liquidity risk management
policies and procedures, optimizing the structure of assets and liabilities, maintaining the stability of the deposit base,
projecting cash flows and evaluating the level of current assets, in terms of liquidity of the branches, maintaining an
efficient internal fund transfer mechanism, MIS reporting, limits and oversight programs. ALCO delegates day-to-day
operating responsibilities to the Development Bank's treasury department.

Risk Management Department, ALCO, Senior Management, BOD level Risk Management committee and BOD regularly
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monitor the liquidity risk measurement practices. Regular management reports and risk measures would be the source
information of monitoring. Monitoring functions have ensured about the relevancy and accuracy of measurements and
management practices.

5.2. Capital Management
i. Qualitative Disclosure
The Development Bank has formulated and implemented the "Internal Capital Adequacy Assessment Process 2019"
which has been approved by the Board of Directors.

“ICAAP Poalicy 2019" provides the guidelines for the preparation of “Internal Capital Adequacy Assessment Process
(ICAAP)" which set methodologies, techniques and procedures to assess the Capital adequacy requirements in relation
to the Development Bank's risk profile and effectiveness of its risk management, control environment and strategic
planning.

The Development Bank has set the Internal Capital Adequacy Assessment Process (ICAAP) with the following
fundamental purposes.

Development of policy, practice, process and plan to meet the regulatory and economic capital under the BASEL-II
Capital frameworks.

- Strengthen the governance and organizational effectiveness around risk and capital management.
Inform the board about the ongoing assessment of Development Bank's risk profile, mitigation technique being
applied and estimated future capital requirement of the Development Bank.
Bring transparency on the capital assessment process by understanding the key drivers of capital requirement
including oversight for reviewing and validating capital requirements.

- Communicate and justify the regulatory authority about the procedure and methodology adopted for ICAAP based
on present and future risk profile of the Development Bank.

- Support opportunities to identify sub-optimal usage of capital across the organization.

- Create the foundation and basis to have an informed view on capital requirements to state the Development Bank's
position on capital adequacy against regulatory capital requirements.
Ensuring the management exercises sound judgment and set adequate required capital for material risk according
with the overall risk.

Board and management shall jointly ensure that formality and sophistication of the risk management processes
are appropriate in light of the Development Bank's risk profile and business plan and shall put in place credible and
consistent policies and procedures to identify measure and report all material risks that the Development Bank faces.
Board shall ensure that the Policy Framework is comprehensive for key business and support functions, and establish
a method for monitoring compliance of the same.

The Development Bank has followed Stress Testing Guidelines issued by the central bank in order to assess vulnerability
of the Development Bank under various stress situations typically, application of “what if” scenarios, especially in the
problematic identification of low frequency but high severity events and identifying expected and unexpected losses.
It focuses on capturing the impact of large, but still plausible events and understanding the overall risk profile in a
coherent and consistent framework, including impact analysis on earnings, solvency and liquidity.

Board shall be primarily responsible for ensuring the current and future capital needs of the Development Bank in
relation to strategic objectives. Management shall review and understand the nature and level of various risks that the
Development Bank is confronting in the course of different business activities and how this risk relates to capital levels
and accordingly implement sound risk management framework specifying control measures to tackle each risk factor.
Board shall ensure that the ICAAP does not become mere compliance activity only but ensure its integration into
ongoing operations and planning.
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Paid Up Capital

The structure of the Share Capital of the Development Bank is as Follow:

- Authorized capital of NPR 5,000,000,000 represented by 50,000,000 ordinary share of NPR 100 each.
Issue Capital as of date of financial position is NPR 3,518,134,138 ordinary Share represented by 3,518,134 of NPR
100 each
Paid up Capital as of date of Financial Position is NPR 3,518,134,138 ordinary Share represented by 3,518,13410f
NPR 100 each.

Particulars ‘ Fiscal Year ‘ Paid up Capital

Share Capital Up to 2073/74 2,008,878,469
Right Share issue 2074/75 140,755,300
Right Share issue through auction 2074/75 23,648,900
Right Share issue through auction 2075/76 36483644
Bonus Share of 2074/75 & 2075/76 2076/77 506,545416
Bonus Share of 2076/77 2077/78 190,141,821
Bonus Share of 2077/78 2078/79 377838961
Bonus Share of 2078/79 2079/80 98,528,775
Bonus Share of 2079/80 2080/81 135,312,851
Total Share Capital 2080/81 3,518,134,138

Regulatory Minimum paid up capital requirement

For the national level development bank, regulatory required minimum capital is NPR 2,500,000,000 paid up
capital of the Development Bank stood at Rs 3,518,134,138 against the minimum required capital.

ii. Quantitative Disclosure
1. Capital Structure and Capital Adequacy

A. Tier 1 Capital and a Breakdown of its components;

1. Paid up Equity Share Capital 3518134
2 Share Premium -
3 Proposed Bonus Equity Shares -
4 Statutory General Reserves 142,792
5 Retained Earnings 311,637
6 Un-audited current year cumulative profit/(loss)
7 Other Free Reserve 125,000
8 Less: Deferred Tax Assets -
9 Less: Investment in equity of institutions with financial interests (80,000)
10 Less: Investment in equity of institutions in excess of limits -
M Less: Purchase of land & building in excess of limit and unutilized (5,046)
Total Tier 1 Capital 5,012,517
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B.Tier2 Capitalandits Components
Amount NPR. “000"

Asset Revaluation Reserve -

a Cumulative and/or Redeemable Preference Share -
b Subordinated Term Debt 999,589
c Hybrid Capital Instruments -
d General loan loss provision 575,542
e Exchange Equalization Reserve 1,230
f Investment Adjustment Reserve 40,000
g

h

Other Reserves -
Total Tier 2 Capital 1,616,361

C. Details of Subordinated Term Debt
The Development Bank has issued 11% LBBL Debenture as part of its capital fund.

D. Deductions from Capital

The Development Bank has issued 11% LBBL Debenture as part of its capital fund.
Investment in the equity of institutions with financial interest has been deducted from the Tier-I capital.
Purchase of Land and building in excess of limit and unutilized has been deducted from the Tier-I capital.

E. Total qualifying capital

1

. Core Capital 5012,517
2. Supplementary Capital 1,616,361
Total Capital Fund 6,628,878

F. Capital Adequacy Ratio

S.N. Particulars Percent (%)
. Tier 1to Risk Weighted Exposure 1013%
2. Total Capital to Risk Weighted Exposure 13.40%

G. Summary of adequacy of its capital to support current and future activities, if applicable:
Development Bank's current paid up capital amounts to Rs 3.518 Billion. The Development Bank complies with the
Capital Increment plan of NRB. The overall strategy of the Development Bank has been formulated with the special
consideration to the capital adequacy requirement according to BASEL-III.

H. Summary of the terms, conditions and main features of all capital instruments, especially in case of
subordinated term debts including hybrid capital instruments.

Face value RS. 1,000 per unit
Maturity period 10 year
Interest rate 1%

No of unit issued 1,000,000
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2. RISK EXPOSURES

A. Risk Weighted Exposures for Credit Risk, Market Risk and Operational Risk
Total Risk weighted exposures

SN. Particulars Amount in ‘000
i. Risk Weighted Exposure for Credit Risk 46,043,363
ii. Risk Weighted Exposure for Operational Risk 2443313

. Risk Weighted Exposure for Market Risk 5166

Adjustments under Pillar Il

Add: 3% of the total RWE due to noncompliance to Disclosure Requirement (6.4 a 10)

Add: Overall risk management policies and precedures are not satisfactory. Add 2% of RWE 969,837
Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1) 49,461,678
B. Risk Weighted Exposures for Credit Risk under each of 11 categories of Credit Risk;
Particulars | Amount in ‘000 | RWE in ‘000
1 Claims on Government and Central Bank 13,646,247 -
2 Claims on Other Official Entities - -
3 Claims on Banks 5014127 1,002,825
4 Claims on Domestic Corporates and Securities Firms 11,874,488 11,874,488
S Claims on Regulatory Retail Portfolio 14,704,478 11,028,359
6 Claims Secured by Residential Properties 70797159 4,330,723
7 Claims Secured by Commercial Real Estate 636,724 636,724
8 Past Due Claims 2,005,400 3,008101
9 High Risk Claims 6,254,167 8,604,525
10 Other Assets 5449,506.56 4,659,371.96
m Off Balance Sheet Items 2,297,253 898,246
Total 68,961,550 46,043,363
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C. Total Risk Weighted Exposure Calculation Table
i. Risk Weighted Exposure for Credit Risk

Amount in '000

A. Balance Sheet Exposures Book Value Slrzelie 2B Net Value L We'?;'fced
. Provision CRM Weight Exposures

Cash Balance 656,747 656,747 0% -
Balance With Nepal Rastra Bank 3,379,607 3,379,607 0% -
Gold - 0% -
Investment in Nepalese Government Securities 8,649,446 8,649,446 0% -
All Claims on Government of Nepal 171934 17193 0% -
Investment in Nepal Rastra Bank securities 1,600,000.0 1,600,000 0% -
All claims on Nepal Rastra Bank - 0% -
Claims on Foreign Government and Central Bank - 0% -
(ECA0-1)
Claims on Foreign Government and Central Bank - -1 20% -
(ECA-2)
Claims on Foreign Government and Central Bank - -1 50% -
(ECA-3)
Claims on Foreign Government and Central Bank - - | 100% -
(ECA-4-6)
Claims on Foreign Government and Central Bank - - | 150% -
(ECA-7)
Claims On BIS, IMF, ECB, EC and MDB's - 0% -
recognized by the framework
Claims on Other Multilateral Development Banks - -| 100% -
Claims on Domestic Public Sector Entities - - | 100% -
Claims on Public Sector Entity (ECA 0-1) - - 20% -
Claims on Public Sector Entity (ECA 2) - -| 50% -
Claims on Public Sector Entity (ECA 3-6) - -| 100% -
Claims on Public Sector Entity (ECA 7) - - 150% -
Claims on domestic banks that meet capital 5014127.5 - 5014127 | 20% 1002825
adequacy requirements
Claims on domestic banks that do not meet capital - -| 100% -
adequacy requirements
Claims on foreign bank (ECA Rating 0-1) - - 20% -
Claims on foreign bank (ECA Rating 2) - -| S0% -
Claims on foreign bank (ECA Rating 3-6) - -| 100% -
Claims on foreign bank (ECA Rating 7) - - 150% -
Claims on foreign bank incorporated in SAARC - - 20% -
region and China operating with a buffer of
1% above their respective regulatory capital
requirement
Claims on Domestic Corporates (Credit rating - -| 50% -
score equivalent to AAA)
Claims on Domestic Corporates (Credit rating - - 70% -
score equivalent to AA+ to AA-)
Claims on Domestic Corporates (Credit rating - -1 80% -
score equivalent to A+ to A-)
Claims on Domestic Corporates (Credit rating - - | 100% -
score equivalent to BBB+ & below)
Claims on Domestic Corporates (Unrated) 120589394 | 2479215 159,659 11874488 | 100% 11874488
Claims on Foreign Corporates (ECA 0-1) - - - 20% -
Claims on Foreign Corporates (ECA 2) - - -| 50% -
Claims on Foreign Corporates (ECA 3-6) - - - 100% -
Claims on Foreign Corporates (ECA 7) - - - 150% -
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Regulatory Retail Portfolio (Not Overdue) 15,490,930 3561 | 7828904 14,704,478 75% | 11028359
Claims fulfilling all criterion of regularity retail - - - 100% -
except granularity

Claims secured by residential properties 6,871,091 - 6,871,091 60% 4122654
Claims not fully secured by residential properties - - - 150% -
Claims secured by residential properties (Overdue) 329,963 121,895 - 208,068 100% 208,068
Claims secured by Commercial real estate 643,002 6,278 - 636,724 100% 636,724
Past due claims (except for claims secured by 2,902,919 896,019 1,500 2,005,400 150% 3008101
residential properties)

High Risk claims 3291615 144,346 3147269 150% 4720904
Real Estate loans for land acquisition and 1,824,009 3,282 - 1,820,727 125% 2275909
development (Other than mentioned in Capital

Adequacy framework 2015-point 3.3()(1)(k))

Lending against Shares(above Rs.5 Million) 1,286,170 - 1286170 125% 1607713
Lending against securities (bonds) - - - 100% -
Lending against Shares(upto Rs.5 Million) 441792 - 441792 100% 441792
Trust Receipt Loans for Trading Firms - - - 120% -
Real Estate loans for land acquisition and development

(For institutions/projects  registred/licensed _ ﬁ”d 1801519 B 1801519 100% 1801519
approved by Government of Nepal for land acquisition

and development purposes)

Personal Hirepurchase/Personal Auto Loans 453718 - 453718 100% 453718
Investments in equity and other capital instruments of 766,804 - 766,804 100% 766,804
institutions listed in stock exchange

Investments in equity and other capital instruments of 3450 - 3450 150% 5175
institutions not listed in the stock exchange

Staff loan secured by residential property 73878 73878 50% 36939
Interest Receivable/claim on government securities 98146 98146 0% -
Cash in transit and other cash items in the process of 35 35 20% 7
collection

Other Assets (as per attachment) 3744947 2591529 - 1153419 100% 1153419
TOTAL (A) 71,400,048 3647355 | 1,088,395 66,664,297 45145117
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B.Off B Specific Eligible Risk RiSk
: alance Sheet Exposures Book Value Provision CRM Net Value Weight éNelghted
Xposures
Revocable Commitments - 0
Bills Under Collection - 0
Forward Exchange Contract Liabilities - - 10
LC Commitments With Original Maturity - - 20
Upto 6 months domestic counterparty
Foreign counterparty (ECA Rating 0-1) - - 20
Foreign counterparty (ECA Rating 2) - - 50
Foreign counterparty (ECA Rating 3-6) - - 100
Foreign counterparty (ECA Rating 7) - - 150
LC Commitments With Original Maturity - - S0
Over 6 months domestic counterparty
Foreign counterparty (ECA Rating 0-1) - - 20
Foreign counterparty (ECA Rating 2) - - 50
Foreign counterparty (ECA Rating 3-6) - - 100
Foreign counterparty (ECA Rating 7) - - 150
Bid Bond, Performance Bond and Counter 174,849 52,517 122,332 40 48,933
guarantee domestic counterparty
Foreign counterparty (ECA Rating 0-1) - - 20
Foreign counterparty (ECA Rating 2) - - 50
Foreign counterparty (ECA Rating 3-6) - - 100
Foreign counterparty (ECA Rating 7) - - 150
Underwriting commitments - - 50
Lending of Bank's Securities or Posting of - - 100
Securities as collateral
Repurchase Agreements, Assets sale with - - 100
recourse
Advance Payment Guarantee - - -1 100 -
Financial Guarantee - - 100
Acceptances and Endorsements - - 100
Unpaid portion of Partly paid shares and - - 100
Securities
Irrevocable Credit commitments (short term) 1,313,672 - 1,313,672 20 262734
Irrevocable Credit commitments (long term) 549,341 - 549,341 50 274,670
Claims on foreign bank incorporated in - - - -| 50% -
SAARC region operating with a buffer of 1
above
their respective regulatory capital - 20
requirement
Other Contingent Liabilities 311,909 - 311909 | 100 311,909
Unpaid Guarantee Claims - - 200
Total (B) 2,349,770 - 52,517 2,297,253 898,246
['I;itallé?]WE for credit Risk Before Adjustment 73749818 | 3647355 | 1140912 | 68,961,550 46,043,363
+
Adjustments under Pillar Il - - - - - -
Answer the question SRP 6.4a (3) in SRP sheet - - - - - -
Answer the question SRP 6.4a (4] in SRP sheet - - - - - -
Total RWE for Credit Risk after Bank's 73,749,818 | 3647355 | 1140912 | 68,961,550 46,043,363

adjustments under Pillar II
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ii. Risk Weighted Exposure for Market Risk
(Amount in ‘000)

Currency Open Position (FCY) | Exchange Rate | Open Position (NPR) | Relevant Open Position
INR 22.00 160 35 35

UsD 7822 13370 10,459 10,459
GBP 016 17341 28 28
EUR 546 14561 795 795
THB - - - -
CHF - - - -
AUD 014 9057 13 13
CAD - - - -
SGD - - - -
JPY - - - -
HKD - - - -
DKK - - - -
SEK - - - -
SAR - - - -
0AR - - - -
AED 1.00 36.33 36 36
MYR - - - -
KRW - - - -
CNY - - - -
KWD - - - -
BHD - - - -
(a) Total Open Position 11,366 11,366
(b) Fixed Percentage 5
(c) Capital Charge for Market Risk (=axb) 568
(d) Risk Weight (reciprocal of capital requirement of 11) in times 9
(e) Equivalent Risk Weight Exposure (=cxd) 5166
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iii. Risk Weighted Exposure for Operational Risk o
(Amount in '000)

Financial Year
2078/079

Particulars

2077/078

2079/080

Net Interest Income 1,211,005 1,576,257 1,843,792
Commission and Discount Income 177,202 162103 165,682
Other Operating Income 139,555 50,358 48,548
Exchange Fluctuation Income - 707 617
Addition/Deduction in Interest Suspense during the period

Gross income (a) 1,527,762 1,789,425 2,058,639
Alfa (b) 15 15 15
Fixed Percentage of Gross Income [c=(axb]] 229164 268414 308,796
Capital Requirement for operational risk (d) (average of c) 268,791
Risk Weight (reciprocal of capital requirement of 11) in times () 9
Equivalent Risk Weight Exposure [f=(dxe]] 2443313

D. Details of Non- Performing Assets

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

Non-Performing Loans

Gross Amount

Loss Provision

Net Amount

a | Restructured and rescheduled - - -
b | Sub-Standard 619,197 154,799 464,398
c | Doubtful 465611 232,805 232,805
d |Loss 662,076 659179 2,896

Total 1,746,884 1,046,784 700,100

5.3. Classification of Financial assets and Financial Liabilities

As at 31st Ashad 2081

Fair Value
through Other
Comprehensive
Income

Fair Value
through

Profit or
Loss

Amortized Cost

(Amount in ‘000)

Financial Assets

Cash and Cash Equivalents - - 3681441274 3681441274
Due from Nepal Rastra Bank - - 3,379,607499 3,379,607499
Placement with Bank and Financial Institutions - - - -
Loans and Advances to BFls - - 2,169,643,707 269,643,707
Loans and Advances to Customers - - 46,247417167 46,247417167
Investment Securities - 1552127197 10,147,829/174 11,699,956,371
Other Assets - - 244,222,470 244,222,470
Total Financial Assets - 1,552,127197 65,870,161,290 67,422,288,487
Financial Liabilities

Due to Bank and Financial Institutions - - 638,377,542 638,377,542
Due to Nepal Rastra Bank - - 1,042,300,000 1,042,300,000
Deposits from Customers - - 58,553113,478 58,553113,478
Borrowings - - - -
Other Liabilities - - 802,326,532 802,326,532
Total Financial Liabilities - - 61,036,117,553 61,036,117,553
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Fair Value
through Other
Comprehensive
Income

Amortized Cost

Financial Assets

Cash and Cash Equivalents - - 3,666,749,402 3,666,749402
Due from Nepal Rastra Bank - - 1959,607644 1,959,607644
Placement with Bank and Financial Institutions - - - -
Loans and Advances to BFls - - 276,735,849 276,735,849
Loans and Advances to Customers - - 41,426,071,891 41,426,071,891
Investment Securities - 1489,060,294 6,281,262,839 7770,323132
Other Assets - - 193,271,602 193,271,602
Total Financial Assets - 1,489,060,294 55,703,699,227 57,192,759,521
Financial Liabilities

Due to Bank and Financial Institutions - - 963,569,866 963,569,866
Due to Nepal Rastra Bank - - 488,675,000 488,675,000
Deposits from Customers - - 49132,059,667 49132,058,667
Borrowings - - - -
Other Liabilities - - 806,018,333 806,018,333
Total Financial Liabilities - - 51,390,322,867 51,390,322,867

5.4.Operating Segment Information

1. General information

An operating segment is a component of the Development Bank that engages in business activities from which it may
earn revenue and incur expenses, whose operating results are regularly reviewed by the Development Bank's chief
operating decision maker and for which discrete financial information is available. The Development Bank is operated
centrally in a single jurisdictional area with all policies and operations being controlled and directed from head office.

The Development Bank has identified its reportable segment into two i.e,, Banking and Treasury & Remittance based
on its core business units which actively forms a major part of the Development Bank's revenue source and align with
its principal business objectives.

a. Banking

The loans provided to all customers are classified under Banking. The interest income and other fee incomes
generated out of such loans are revenue items of this segment. Expenses of this segment comprises of interest
expenses on deposits used for providing loans, pro-rated personnel expenses and operating expenses as well as
provision for loss created for such loans.

b. Treasury and Remittance

The balance lying with the Development Banks invested in government bonds, treasury bills, placements and shares
of other organizations come under this segment. The interest income of bonds and bills, forex gains, dividend income
are revenue items of this segment. Expenses of this segment comprises of interest expenses on deposits used for
making investments, forex losses, pro-rated personnel expenses and operating expenses as well as provision for loss
created for such investments. Remittance commission income from various agencies along with related expenses
are also the part of this segment.

c. Other Components (Unallocated)

All other revenues and expenses which cannot be classified to the above-mentioned segments fall under this
segment. The income from sale of assets, other fees and commission are revenue items of this segment. Un-
attributable personnel expenses, operating expenses and written off assets are expense items of this segment.
Business Banking, Treasury and Remittance comprise majority of Development Bank's total revenue. Hence, these
operations are treated as reportable segments and the remaining are classified under other segment.
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2. Information about profit or loss, assets and liabilities

Particulars

Banking

Treasury and
Remittance

Other
Component
(Unallocated)

a. | Revenues from external customers 6,554,971,232 | 546,348,222 89,029131| 7190,348,584
b. | Inter Segment revenues -
c. | NetRevenue 6,554,971232 | 546,348,222 83,029131| 7190,348,584
d. | Interest revenue 6,351,567300 | 543,696,785 - | 6,835264,085
e. | Interest expense 5103,995,854 - 36440681| 5140436,535
f. Net interest revenue 1247571446 543,696,785 | (36,440,681) 1,754,827550
g. | Depreciation and amortization 99,044,788 8,255,253 1,345,219 108,645,260
h. | Segment profit /(loss) 4377193759 | 483,527,943 31,035,741 951757443
i. | Entity's interest in the profit or loss of - - - -
associates accounted for using equity method
j. | Other material non-cash items - - - -
k. | Impairment of assets - - - -
l. | Segment assets 54,225,824,306 | 14,503863350 | 357908,797 | 69,087597452
m. | Segment liabilities 61,507126,308 -| 893062791 | 62400,189,100
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3. MEASUREMENT OF OPERATING SEGMENT PROFIT OR LOSS, ASSETS
AND LIABILITIES

(b) Segment Assets and Liability Explanation

Business Banking includes all Loan and advances provided to the customer and Bank and Financial Institution,
Investment properties (related  to NBA) and other assets are allocated on the basis of gross revenue generated by
each reportable segment. Segment Liabilities of Banking includes deposit from customer and BFIS and other liability

allocated on the basis of revenue generating ration of each segment.

Treasury segment assets includes Balance with NRB/other Fl, Interbank Placements, investment in securities and
other organized institutions' shares, whereas segment liabilities comprise, due from central bank and so on which are

related to treasury functions.

All other unallocated assets and liabilities have been presented under Others Segment consisting; but not limited to
Share capital, reserve, retained earnings, property and equipment, intangible assets, investment properties, tax assets

and liabilities, cash and cash equivalents.

(c) Segment Profit or Loss Explanation

Interest income on business banking includes interest income from total loan portfolio and Interest expenses includes

interest expenses on deposit portfalio.

Interest income on Treasury and remittance includes interest income from the development bond and call deposit
on BFls, Interest expenses includes Interest expenses on borrowing from central bank and interbank borrowing/

placements.

Loan administration fee and service fee and their related expenses included in Business Banking Segment. All other

fee/revenue from external customers not falling under above two segments are included on other segment.

(d)Basis of accounting for any transactions between reportable segments.
There is no any identifiable inter-segment revenue in absence of transfer pricing policy in the Development Bank.

(e) Nature of any differences between the measurements of the reportable segments

‘profits or losses and the entity's profit or loss before income tax.Not Applicable
Not Applicable

(f) Nature of any differences between the measurements of the reportable segments'

assets and the entity's asset.
Not Applicable

(g)Nature and effect of any asymmetrical allocations to reportable segments.

The income. expense, asset and liabilities that are not identifiable to particular segment have been allocated on the

basis of gross revenue of the segment.
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Reconciliations of reportable segment revenues, profit or loss, assets and liabilities

a. Revenue ‘ Amount

Total revenues for reportable segments 7101,319,454
Other revenues 89,029131
Elimination of intersegment revenues -
Entity's revenues 7190,348,584
b. Profit or loss ‘ Amount

Total profit or loss for reportable segments 920,721,702
Other profit or loss -
Elimination of intersegment profits -
Unallocated amounts: 31,035,741
Profit before income tax 951,757,443
c. Assets ‘ Amount

Total assets for reportable segments 68,729,687,655
Other assets -
Unallocated amounts 357909,797
Entity's assets 69,087,597,452
d. Liabilities ‘ Amount

Total liabilities for reportable segments 61,507126,308
Other liabilities -
Unallocated liabilities 893,062,791
Entity's liabilities 62,400,189,100

Information about products and services
Gross Revenue from each type of product and services
Revenue ‘ Amount (Rs.)

Interest Income on Overdraft Loan 1,612,686,566
Interest Income on Demand Loan 396,436,978
Interest Income on Term Loan 2,308,737187
Interest Income on Home Loan 1,006,186,655
Interest Income on Educational Loan 3,432,358
Interest Income in Auto and Hire Purchase Loan 168,041,157
Interest Income on Other loan Product 814,219,170
Fees and Commission-Banking 201,693,932
Other Writeback and Non Operating-Banking 1,710,000
Interest Income in Development Bond & T-Bill 487560,297
Interest Income in Call Deposit and Placement 93135,292
Other Revenue from Treasury Function 7479,862
Other unallocated Income 89,029131
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(h) Information about geographical areas
Total Revenue on the basis of geographical areas

Areas ‘ Amount
(a.) Domestic
Koshi 882,724,655
Madhesh 780,155,599
Bagmati 4,412,815,206
Gandaki 615,130,471
Lumbini 337168,088
Karnali 36,009,425
Sudurpaschim 126,345,140
(b.) Foreign -
Total 7190,550,965

(i) Information about major customers
No revenue from a single customer accounted for more than 10 during the reporting period

5.5. Share options and share based payment
The Development Bank does not have a palicy for share options to its employees. Similarly, during the year the Development
Bank has not made any payments or settlements by issuing new shares.

5.6. Contingent liabilities and commitment

The details amount regarding contingent liabilities and commitments have been disclosed under 4.28. In case of Good
for payment cheque of Kuleshwor Branch, the Development Bank has settled the 60 of the amount as per the separate
agreement with the Cheque holder. Remaining 40 amount will be paid only after the recovery from the offender. Hence,
there is no any probable additional liability of the Development Bank till date.

Among the Cheque holder, Chandragiri Bachat Tatha Rin Sahakari Sanstha Limited and Nayapati Bachat Tatha Rin Sahakari
Sanstha Limited have filed the case at Honorable Kathmandu District Court by claiming the remaining 40 amount. The
Development Bank has filed for suspension of case filed by the plaintiff at Honorable Kathmandu District Court which was
registered in the court on 2074.04.29 and the Honorable Kathmandu District Court has pass verdict of suspension of the
case till the verdict of another case filed by Government of Nepal at Honorable Supreme Court.

The Prabhu Bank (Former: Bhaivab Finance Limited ) has filed the case at Honorable Kathmandu District Court by claiming
the amount Rs Two Crore which was supposed to be deposited but not accounted at Kuleshwor Branch of the Development
Bank. The amount is related to the Good for Payment cheque and the Development Bank is in legal proceeding for the same
in the supreme court too. Any probable additional liability could not be established till the date of Financial Statements.

5.7. Related Party Disclosures
c. Entity Relationships

Relationship ‘ Related Parties

Muktinath Capital Limited (Former :Vibor Capital Limited)
Associates Nadep Laghubitta Bittiya Sanstha Limited

Deprosc Laghubitta Bittiya Sanstha Limited

d. Those charges with governance
Those charged with governance of the Development Bank include members of Board of directors namely:

Name ‘ Designation

Mr. Chinta Mani Bhattarai Chairman

Mr. Prabin Krishna Shrestha Director

Mr. Ram Chandra Sigdel Director

Mr. Ganesh Regmi Director

Mr. Arjun Thapa Director

Mr. Keshav Khatiwada Director

Mr. Jaya Dev Shrestha Director (Independent])
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e. KeyManagement Personnel (excluding Directors)

Name
Mr. Naresh Singh Bohra
Mr. Umesh Regmi

‘ Designation

Chief Executive Officer

Deputy Chief Executive Officer
Deputy Chief Executive Officer

Mr. Suman Acharya

f. Transactions with related parties

‘ Nature of transactions

Related Party | 2080/81 | 2079/80
Meeting Allowances 20,663,000 1,795,000
Those Charged with Governance Telephone and Newspaper other 2,864,613 1,422,621
expenses
Travelling Expenses 437074 30,985
Chief Executive Officer Short term employee benefits 12490928 | 124,90,928
Key Management Personnel Short term employee benefits 12075817 8004997
(excluding CEO and Directors) i e
Muktinath Capital Limited (Associates) | Registrar to Share and share 461620 512,000
related other Expenses

5.8.Merger and Acquisition
The Development Bank has not entered into any merger or acquisition for the fiscal year ended on 31st Ashad 2081.

5.9. Additional disclosure of non-consolidated entities
There are no such entities which are required to be consolidated but not done during the year.

5.10. Events after reporting date

There have been no material events after the reporting period affecting the financial status of the Bank as on Ashad end,
2081.The Development Bank monitors and assesses events that may have potential impact to qualify as adjusting and/
or non-adjusting events after the end of the reporting period. All adjusting events are adjusted in the books with additional

disclosures and non-adjusting material events are disclosed in the notes with possible financial impact, to the extent
ascertainable.

There are no material events that have occurred subsequent to Ashad End 2081 till the signing of this financial statement
on 2081/09/05.
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6. OTHER EXPLANATORY NOTES

6.1. Reserves & Surplus

Statutory General Reserve

General Reserve maintained pertains to the regulatory requirement of the Bank and Financial Institutions
Act, 2073. There is a regulatory requirement to set aside 20% of the net profit to the general reserve until
the reserve is twice the paid up capital and thereafter minimum 10% of the net profit.

During the year the Development Bank has transferred Rs 109,043,293 to the statutory general reserve.

Particulars | Amount (Rs)

Opening Reserve in Shrwan 12080 1034,058,334
Transfer during the year 108,733,524
Total Reserve in Ashad End 2081 1142,791,858

Exchange equalization Reserve

Exchange equalization is maintained as per requirement of Nepal Rastra Bank Unified Directive. There is
a regulatory requirement to set aside 25% of the foreign exchange revaluation gain on the translation of
foreign currency to the reporting currency. The reserve is the accumulation of such gains over the years.

During the year, bank has transferred Rs. 37,687 to this reserve as there is revaluation gain in the reporting
period.

Particulars | Amount (Rs)

Opening Reserve in Shrwan 12080 1191977
Transfer during the year 37687
Total Reserve in Ashad End 2081 1,229,664

Corporate Social Responsibility Reserve

As per the NRB Directives on Corporate Social Responsibility, the Development Bank has allocated 1% of
the net profit of current fiscal year for CSR activities. The total amount of corporate social responsibility
reserve is NPR 10,899,727 and NPR 8,044,677 respectively for current year and previous year.

Particulars | 2080/81 |  2079/80

Opening as on Shrawan 1 10,899,727 8,044,677
Addition during the year 5436,676 4,976,725
CSR expense during the year (from CSR reserve) (3.412,449) (2121,675)
Closing as on Ashad End 12,923,955 10,899,727

Regulatory Reserve

As perthe NRB Directive 4/080 Clause (3), the bank is required to credit an amount equal to the adjustments
made as per NFRS while preparing Opening Statement of Financial Position and NFRS compliant financial
statements of succeeding years to the Regulatory Reserve. The amount shall be transferred from Retained
Earning to the Regulatory Reserve through the Statement of Changes in Equity. Accordingly, the bank has

credited the following amounts During the FY 2080-81.

Particulars

As at 31st
Ashad 2080

Transfer
(reversal) to
Reserve-2081

As at 31st
Ashad 2081

oo rurogsdssoeote 00 | osiac0000|  tassssa|  zsvaeacn
'd”ggrsetc”l;etlr‘;npgﬁgﬁfgﬂgeTf,jg]f accumulated 106731798 | (521870579)| 106731798
Deferred Tax Assets-Addition/(Reversal) 40,911,006 (2,979,819 101,513,092
Fair Value Loss in Investment in Equity/(Reversal) - - -
Actuarial Loss (Through Profit or Loss Account ) - - -
Other Regulatory Adjustment 19,428,596 - 19,428,596
Total 261,560,473 64,355,231 425,770,788
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The movement on regulatory reserve over the reporting period including previous fiscal years disclosed in
the “Changes in Regulatory Reserve” as a part of Financial Statements.

The description of each items of regulatory reserve created as per NRB Directive 4(3)/2080 is as below:

a. Accrued Interest
Interest income recognized in statement of Profit or Loss account on accrual basis and interest income
booked from interest receivable of restructure loan has been transferred to Regulatory Reserve (net
of staff Bonus, Tax, CSR and general reserve) from retained earnings. However, interest income of NPR
118,170,859 recovered up to Shrawan end, 2081 has not been transferred to regulatory reserve as per the
NRB directive 4(3)(b)/2080.

Total regulatory reserve of Rs 266,897,913 has been created for the interest income recognized on accrual
Basis (net of Bonus ,Tax CSR and general reserve) up to the reporting period.

b. Investment Properties (Non-Banking Assets)
Regulatory reserve on Non-Banking Assets (net of Bonus, Tax, CSR and general reserve) has been created
as per NRB directives 4(3)(b)(d)/2080.

Regulatory reserve of NPR 101,513,092 has been created up to FY 2080/81.

c. Deferred Tax Assets
As per NRB Directives 4(3)(b)(e)/2080, regulatory reserve shall be created from retained earnings for the
amount equal to Deferred Tax Assets. Bank has Deferred Tax Liability (after netting off Deferred Tax Assets)
in statement of financial Position.

Bank has created regulatory reserve of Rs 37,931,186 up to Ashad end 2081 for the amount equal to
deferred tax assets charged through Profit or Loss Account, though Development Bank has Deferred Tax
Liability in the Statement of Financial Position of Ashad end 2081.

d. Fair Value Loss on Investment
Bank has fair value gain in overall equity investment portfolio of the Bank. So bank has not created any
regulatory reserve against fair value loss on investment.

e. OtherReserve
Regulatory reserve of NPR 19,428,596 created for the capitalization of interest of Loan of B&C Medical
College.

v. Investment Adjustment Reserve
As per the NRB directives, Investment adjustment reserve shall be created against the unquoted share investment
if they did not get listed within 3 years of investment date. However, in case of holding of more than S0 in entities
which don't require to get listed and investment in Karja Suchana Kendra, Nepal Clearing House Ltd, National Banking
Institute, Nepal Electronic Payment System(NEPS), Nepal Stock Exchange, such adjustment reserve need not to be
created.

Bank has investment in unlisted share of Karja Suchana Kendra, Nepal Clearing House Ltd, National Banking Institute,
Nepal Electronic Payment System(NEPS), Nepal Stock Exchange and Muktinath Capital Limited upto the reporting
period.

In compliance of the directives, bank has created investment adjustment reserve on investment (only unlisted/
unquoted for three years from the date of investment) of Muktinath Capital Limited as following:

Date of Investment Entity ‘ Investment Adjustment Reserve
2010/07/09 Muktinath Capital Ltd. (former: Vibor Capital Ltd.) 40,000,000
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Fair Value Reserve
Fair Value Reserve of the Bank includes Fair Value Gain on Investment in Equity through OCI (net of deferred
Tax Liability) up to Ashad end 2081.

Bank has fair value reserve (net of deferred tax liability) of Rs 602,251,045 up to Ashad end 2081.

Particulars ‘ Amount (Rs)
Opening Reserve in Shrwan 12080 579,880,364
Additional Reserve (net of deferred Tax) 22,370,681
Total Reserve in Ashad End 2081 602,251,045

Staff Training Development Fund

As per the NRB Directives 2080, 6 (6), the Development Bank shall spend 3% of the total Personnel
expenses (Salary & Allowances) of preceding year ie Rs 9,492,275 on Staff training and development.
Further if such amount could not be spent, short amount shall be credited to Staff training and development
fund which shall be spentin the next year. Bank has spent the Rs 7,173,288 as expenses under staff training
and development during the FY 2080/871. Hence, the Development Bank has credited Rs 2,318,987 to Staff
training and development fund during the year.

Particulars ‘ Amount (Rs)
Opening Reserve in Shrwan 12080 3,574,738
Transferred to reserve during the year 9,492,275
Expenses on staff Training during the year (7173,288)
Total Staff Training Fund in Ashad End 2081 5,893,725

Actuarial Gain (Loss)
Development Bank has actuarial gain on valuation of Defined Benefit Obligation (gratuity of staff) of Rs
1,792,591 (net of Deferred Tax).

Particulars ‘ Amount (Rs)
Opening Reserve in Shrwan 12080 2747777
Additional Reserve (net of deferred Tax) (955,186)
Total Reserve in Ashad End 2081 1,792,591

Other Reserve:

a. Reserve on Investment in Associates (using equity method):

Bank has opted the valuation of investment in associated using equity method. The movement of reserve
on investment in Associates calculated using equity method has been recognized through OCl in the
reporting period. The details of Reserve in Associates using equity Method is presented as below:

Name of Associates Cost of Equitg_VaIue of R_eserve on Investment
Investment (a) | Associates (b) in Associates (c=b-c)

Deprosc Laghubitta Bittiya Sanstha Ltd. 46,485,168 472,100,324 425615156
NADEP laghubittta Bittiya Sanstha Ltd. 32,000,000 91,292,548 59,292,548
Muktinath Capital Limited 80,000,000 89,601,000 9,601,000
Total (d) 158,485,168 652,993,871 494,508,703
Reserve up to Previous Year (e) 437,022,272
Reserve for this Year (f=e-d) 57,486,430

The reserve for the reporting period of NPR 57,486,430 has been recognized through OCI and total reserve
on investment in associates is included in the Other Reserve of (Annexure: 4.27) of Financial Statements.
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b. Other Reserve: Rs 5,475,000

Bank has other reserve of Rs 5,475,000 carried forward since 2011 from former Vibor Bikas bank Limited (merged
institutions of Lumbini Bikas Bank). Bank has not treated this reserve as free reserve and shall not be availed for
distribution unless otherwise specific purpose is justified/ascertained with proper documentary evidences.

6.2.Impairment
As per the Carve out notice issued by ICAN, the Development Bank has measured impairment loss on loan and
advances as the higher of amount derived as per norms prescribed by Nepal Rastra Bank for loan loss provision and
amount determined as per paragraph 63 of NAS 39.

Particulars 2080/81 2079/80

LLP as per NRB Directives (a) 1,869,701,749 1,633,871,582
Individual Impairment as per NFRS 10,822,563 198,714,720
Collective Impairment as per NFRS 195182,059 204,883,500
Total Impairment as per NFRS (b) 252,040,581 403,598,220
Impairment on Loan and Advances (Higher of a & b) 1,869,701,749 1,633,871,582

6.3.Investment Properties/Non-Banking Assets
Non-Banking Assets has been shown under the investment Properties. It has been recognized at Cost Less
Accumulated Depreciation (aggregated with the accumulated impairment losses). Details of the Investment properties
(at cost) are as follow:

Date of Assuming As at SR
NETEIFE I Non-Banking Assets | 31st Ashad 2081 31?;\833 2y

Binod Shrestha 2070.03.31 8,800,000 8,800,000
Champadevi Foodhill Resort and Villas P. Ltd 2070.03.30 25,876,500 25,876,500
Madhukar Yak Thumba 2072.03.24 13,757697
Satya Suppliers 2075.09.26 6,005,377
Kripa Jewellers 207712.31 8,351,000 8,351,000
Munna general store 20781210 743,000 743,000
Dipak bishwokarma 2079.03.07 3,717,000 3,717,000
Nepal Radio Paging Pvt. Ltd. 2079.04.09 1,353,379
New Shoe Collection 2080.02.02 24,812,000 24,812,000
Krishna Bahadur Ghalan Lama 2080.02.05 1,268,287 1,268,287
Pratik Kharid Bikri Kendra 2080.02.05 4139,010 4,463,000
Roshan Traders & Suppliers 2080.03.21 9,485,000 9,485,000
Biki Scrap Center Upendra Prasad Chaudhary Kalwar " 2080.03.31 22,226,000 22,226,000
Rasuwa Distillery & Fruits Industries Pvt Ltd 2080.03.31 21123,286
LLIT. Educational Consult And Training Center 2080.03.31 6,757950 6,757950
R.N. SUPPLIERS 2080.03.31 4,724,000 11,324,000
"BIKI SCRAP CENTERUPENDRA  PRASAD 2080.05.26 8,671,000

CHAUDHARY KALWAR"

TAMU NIRMAN SEWA TATHA ENGINEERING 2080.06.25 24,957000

SHUBHAM ITTA UDHYOG 2080.0713 5,714,000

INDRAPURI CONSTRUCTION PVT LTD 2080.08.05 15,709,206

RAM BAHADUR KHADKA 2080.08.05 1,614,374

SHARADA THAPA 2080.08.05 3,002,526

MILLY JULLY ENGLISH BOARDING SCHOOL 2080.08.07 24,044,491

Total 204,612,345 | 170,063,476

6.4.0ther Non-Banking Assets
Non-Banking Assets (other than land and properties) has been shown under the Other Non-Banking Assets. The
Development Bank don't own any other non-banking Assets in the reporting period.
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6.5.Loan Written off

Bank has written off loan (principal and interest) amount with the approval from the board of directors guided by the
internal policy and NRB directives of the Bank. Bank has written off Rs 22,683,26811 as principal loan amount and Rs
30,499,930.82 as accrued interest during the year. The list of written off loan has been approved and verified/certified

FY 2080-81

as a part of the financial statements.

Borrower Name
‘ Principal written off ‘ Interest written off
UPENDRA PRASAD CHAUDHARY KALWAR 505,000.00 2195,576.56
BIKI SCRAP CENTER 505,000.00 -
FINE ARTS YATAYAT PVT.LTD. 1,039,940.05 370,406.50
TAMU NIRMAN SEWA TATHA ENGINEERING 2,257,806.60 3,699,915.90
TAMU NIRMAN SEWA TATHA ENGINEERING 505,000.00 187767718
SHUBHAM ITTA UDHYOG 505,000.00 1111,415.26
NANDA RAJ LAMA 836,05792 441,058.00
NANDA RAJ LAMA - 24,496.22
ISHWORI LAL SHRESTHA 1,033,96741 824,222.37
ISHWORI LAL SHRESTHA - 2113799
MANOJ BHUSHAL AND KRISHNA BHAKTA BH - 156,067.96
DILIP THAPA - 22,892.99
AABHA HARDWARE 310,093.51 -
KRISHNA KHADKA 706,480.37 167856.54
KRISHNA KHADKA - 153453.52
KRISHNA KHADKA - 4,340.56
BHIM K.D MAGAR AND HASTA K RAI 1474,069.09 1,381,863.99
BHIM K.D MAGAR AND HASTA K RAI 1,508,606.89 143642943
BHIM K.D / HASTA K MAGAR/RAI 175,558.31 48,309.39
PHURPU GYALBO GHALE 1495956.99 1,032,063.96
PHURPU GYALBO GHALE 39,844.53 18,141.70
RUPA KHADKA 739,160.53 149863510
SAJJAN KARKI 739160.53 1499,916.52
BHADRAKALI STEEL PLASTIC CENTRE - 184,676.45
BABU SHAP TAMANG 891,714.26 1,079,64517
HRIDAYA KRISHNA BADE 2,719,656.46 3,459,330.62
HRIDAYA KRISHNA BADE 1,500,158.21 3,920,502.52
SAJANA SHRESTHA 2,679,408.32 3,489,909.00
SAJANA SHRESTHA 10,628.13 5/126.80
AMRIT DHOJ RAI 505,000.00 374,86262
Total 22,683,268.11 30,499,930.82

6.6.Deferred Tax Asset/Liabilities

Deferred Tax Asset/Liabilities are those assets and liabilities that arise due to temporary differences arising out of
accounting and tax base of assets and liabilities. Details of such is presented as:

Particulars / Items pCarmdn ) | ToxBaselR) | Jemeorery | Deferd Tox Assete/
Tangible and Intangible Assets 321,536,281 264,861,252 56,675,029 (17002,508.65)
Provision for Gratuity -101,465,426 - 101,465,426 30,439,62791
Provision for Leave -41,522,294 - 41,522,294 12,456,688.24
Right of Use Assets (ROU Assets) 369,702,040 -| 369,702,040 (110,910,612.02)
Lease Liability -409,826,635 - | -409,826,635 122,947990.57
a. Deferred Tax Assets [recognized through P/L) 37,931,186.05
Investment in Securities 1552127197 691,768,561 | 860,358,636 (258,107,590.86)
Actuarial Gain/Loss 3,925,395 - 3,925,395 (768,253.20)
b. Deferred Tax Liability (recognized through OCI) (258,875,844)
Deferred Tax (Liability)/Assets (a+b) (220,944,658)

Deferred Tax Liability (net of Deferred Tax Assets) has been presented in the Statements of Financial Position at the

end of the reporting period.
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6.7. Accrued Interest income
Under NFRS compliant financial statements, interest income of loan and advances is recognized on accrual basis. In
line with circular:1 of FY 2076/77, Guideline on recognition of Interest income, the Development Bank has suspended
interest income on the following types of loans:

i. Loans where there is reasonable doubt about the ultimate collectability of principal or interest

ii. Loans where contractual payments of principal and/or interest are more than 3 months in arrears and where the
“net realizable value” of security is insufficient to cover payment of principal and accrued interest;

iii. Loans where contractual payments of principal and/or interest are more than 12 months in arrears, irrespective of
the net realizable value of collateral;

iv. Overdrafts and other short term facilities which have not been settled after the expiry of the loan and even not
renewed within 12 months of the expiry, irrespective of the net realizable value of collateral:

Details of Accrued Interest Income are as follow:

Particulars | 2080/81 | 2079/80

Accrued Interest Receivable 526,139,971 864,880,068
Interest Suspended/Not recognized (338,371,282) (274,602,382)
Recovered Up to Shrawan End 2081 (119170,859) (191131,622)
Total Accrued Interest Recognized 471,260,848 399,146,064
Accrued Interest Income up to Previous Year 399,146,064 247,680,927
Accrued Interest Income recognized this year 72,114,784 151,465,137

6.8. Amortization of Staff Loan
The Development Bank has recognized the staff loan at amortized cost. The details of staff loan presented at amortized
cost are as follow.

Particulars | 2080/81 | 2079/80

Book Value of Staff Loan 90,343,200 79,549,598

Prepaid Expenditure 2,660,579 3,485,567

Amortized Cost of Staff Loan 87,682,621 76,064,031
6.9.Earnings Per Share

The Development Bank measures earning per share on the basis of the earning attributable to the equity shareholders
for the period. The number of shares is taken as the weighted average number of shares for the relevant period as
required by NAS 33.

Particulars 2080/81 2079/80(Restated) ‘ 2079/80

Earning Attributable to Equity Holder 543667622 497672,518 497672,518
Weighted Number of Equity Share 35181,341 3,518134,138 33,828,213
Basic Earnings Per Share 1545 14.71 14.71
Diluted Earnings Per Share 15.45 14.15 14.71

6.10. Proposed Distribution (Cash Dividend and Bonus Share)
The Board of directors in its 490th meeting dated 2081.09.05 has passed a resolution recommending for distribution of
bonus shares (stock dividend) of NPR 105,544,024.13 and cash dividend of NPR 140,725,365.51 (Including applicable
taxes on cash dividend & bonus share) from available Free Reserve after approval from Nepal Rastra Bank and 17th
Annual General Meeting of the Bank.

Amount NPR
Particulars | 2080.81 | 2079.80
Cash Dividend* 140,725,365.51 152,226,957.88
Bonus Share (Stock Dividend) 105,544,02413 135,312,85145
Total 246,269,389.64 287,539,809.33

* Including applicable Taxes on Cash Dividend and Bonus Share

17" ANNUAL REPORT [2028/2024
163



el (o 3@ 7.

foiRoc A&

Lumbini Bikas Bank Ltd.

6.11. Unclaimed Dividend

At the reporting date, unclaimed dividend over the years are as follow:

Particulars | As at 31st Ashad 2081 | As at 31st Ashad 2080

Unclaimed Dividend for more than 5 years 4675178 4675178
Not Collected up to S years 101,454,148 81993443
Total 106,129,326 86,668,621

6.12.Interest Capitalization
As per the Nepal Rastra Bank Directives 2(43)/2080, the interest accrued on moratorium period of Loan provided to
National Priorities sector like Hydro Electricity project is allowed to capitalize during the Period with prior approval from
the Nepal Rastra Bank. The Development Bank has capitalized the interest of Rs  45,758,426.09 during FY 2080/81
with the approval & as per the directives/circular issued from Nepal Rastra Bank on time to time.

6.13. Non-Performing Assets
The Development Bank's non-performing assets ratio stood at 3.52 as at Ashad end 2081. The total non-performing
assets as at Ashad end 2081 is NPR 1,746,883,836.

. . | . Change
Particulars This Year Previous Year
Amount %

Performing loans 47861,764,459.52 43,071,737630 4,790,026,830 112
Non-Performing Loans (NPL) 1,746,883,836 1,498,599,975 248,283,861 16.57
Restructured/rescheduled 8647725 -8647725| -100.00
Substandard 619,197,399 344,015,620 275181779 79.99
Doubtful 465,610,785 583121,399 -117.510,614 -2015
Loss 662,075,652 562,815,231 99,260,421 1764
Gross Loans & Advances 49,608,648,296 44,570,337,605 3,436,864,482 771

Gross NPL to Gross Loan: 3.52

Particulars

Loans & Advances and Bills
Purchased

6.14. Concentration of Deposits, Loans & Advances and Contingents

Deposits & Borrowings

As at 31st Ashad As at 31st As at 31st Ashad | As at 31st Ashad
2081 Ashad 2080 2081 2080

Total Amount Outstanding 49608648296 | 44,570,337605 | 61233,791020** | 51,584,304,533**
Highest Exposure of Single Unit 924,020,602 826,200,280 1,588,451,208 1.317508,532
Concentration of exposure 1.86 1.85 2.59 2.55
Concentration of exposure 1.85% 1.36% 2.55% 3.15%

** Including Debenture Rs. One Billion.

For the calculation of concentration, loans and advances is total loans extended to the customers except staff loans
and interest accruals on loans and the deposits is total deposits from the customers excluding interest payables.

Single Obligor Limit and Sector-wise Limit (Directive No. 3) for both funded and non-funded are within the limit as

prescribed by NRB directives.
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Condensed Statement of Financial Position (Unaudited)
As on Quarter Ended 31st Ashad 2081 (15th July 2024)

Figuresin NPR

Particulars This|Quarter Ending Immediate I(’Ai\git:zz]Year Ending
Assets
Cash and cash equivalent 3,481,703,207 3,666,749,402
Due from Nepal Rastra Bank 4,979,607499 1959,607644
Placement with Bank and Financial Institutions - -
Derivative financial instruments - -
Other trading assets - -
Loan and advances to B/Fls 269,438,507 276,735,849
Loans and advances to customers 46,328,004,168 41,426,071,891
Investment securities 10,214,064,691 7770,323132
Current tax assets 31,956,686 134,903,804
Investment in susidiaries - -
Investment in associates 595,392,153 595,507441
Investment property 203,964,421 169,415,553
Property and equipment 751,730,355 767414,893
Goodwill and Intangible assets 6,067004 4174752
Deferred tax assets - -
Other assets 295/145,250 220,558,285
Total Assets 69,057,073,941 58,891,462,645

Particulars Immediate Previous Year

Ending (Audited)

This Quarter Ending

Due to Bank and Financial Institutions 638,377,542 963,569,866
Due to Nepal Rastra Bank 1,042,300,000 488,675,000
Derivative financial instruments - -
Deposits from customers 58,553113,478 49132,059,667
Borrowing - -
Current Tax Liabilities - -
Provisions - -
Deferred tax liabilities 192,677859 208,786,769
Other liabilities 946,884,451 872,769,038
Debt securities issued 1,052,801,646 1,008,536,543
Subordinated Liabilities - -
Total liabilities 62,426,154,977 52,674,396,883
Equity

Share capital 3,518134,138 3,382,821,286
Share premium - -
Retained earnings 260,329,843 300,860,866
Reserves 2,852,454,984 2,533,383,609
Total equity attributable to equity holders 6,630,918,964 6,217,065,762
Non-controlling interest - -
Total equity 6,630,918,964 6,217,065,762
Total liabilities and equity 69,057,073,941 58,891,462,645
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Condensed Statement of Profit or Loss (Unaudited)

For the Quarter Ended 31st Ashad 2081 (15th July 2024)

Particulars

Figures in NPR

This Quarter

Upto This

This Quarter

Upto This

Quarter (YTD)

Quarter (YTD)

Interest expense 1,230,952149 | 504,213,096 1,275,593112 4,928,659,569
Net interest income 525,661,042 | 1807653087 493,501,378 1,843,792,228
Fee and commission income 53,051,983 208,155,411 46,845,312 165,681,944
Fee and commission expense 3,792,585 11,059,275 3,351,838 11,316,347
Net fee and commission income 49,259,398 197,096,136 43,493,474 154,365,596
Net interest, fee and commission income 574,920,440 | 2,004,749,223 536,994,853 1,998,157,824
Net trading income 1,734 27,388 9,186 21151
Other operating income 65,841,986 84,501,315 3161432 49,164,606
Total operating income 640,764,160 | 2,089,277926 540165471 2,047,343,581
Impairment charge/(reversal) for loans and other losses (25,828,693)| 170,921,975 90,469,909 545,734,527
Net operating income 666,592,853 | 1918,355,951 449,695,562 1,501,609,054
Operating expense

Personnel expenses 154,141,582 | 514,258,649 118,587,422 462,857,058
Other operating expenses 93,679,024 292,822,395 95,492,481 208,101,828
Depreciation & Amortisation 13,550,051 51777681 13,609,490 105,858,382
Operating Profit 405,222196 | 1059497226 222,006,169 724,791,786
Non operating income 200,000 1,710,000 1,450,000 1,450,000
Non operating expense 15,495,496 22,683,268 12,673,027 18,328,473
Profit before income tax 389,926,700 | 1,038,523958 210,783,142 707,913,314
Income tax expense 128,311,893 434,741,054 66,452,200 210,240,796
Current Tax 128,311,893 434,741,054 66,452,200 210125978
Deferred Tax - - - 114,818
Profit for the period 261,614,807 | 603,782,904 144,330,942 497,672,518
Earnings per share

Basic earnings per share 1716 14.71
Diluted earnings per share 1716 14.71

Statement of Other Comprehensive Income
For the Quarter Ended 31st Ashad 2081 (15th July 2024)

Figuresin NPR

Particulars Previous Year Corresponding
: Upto This . Upto This
This Quarter Quarter (YTD) This Quarter Quarter (YTD)
Profit for the period 261614,807| 603,782,904 144,330,942 497672,518
Other comprehensive income, net of income tax
A. Items that will not be reclassified to Profit or loss
- Gains/(losses) from Investments in equity instruments measured
at fair value 122,137,483 | (53,696,366) 316,759,294 456,292,836
- Gains/(losses) on revaluation
- Actuarial gains/(losses) on defined benefit plans
- Income tax relating to above items (36,641,245) 16,108,910 (95,027,788) (138114,181)
Net other comprehensive income that will not be reclassified to 85,496,238 (37,587,456) 221731506 322,266,423
profit or loss
B. Items that are or may be reclassified to profit or loss
- Gains/(losses) on cash flow hedge - - - -
- Exchange gains/(losses) (arising from trasalating financial assets B B B B
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 - (115,288)| (78,792,371) (37,312,593)
Other comprehensive income for the period, net ofincometax| 85496,238| (37702,744)| 142,939135| 284,953,830
Total comprehensive income for the period 347111,045| 566,080161| 287270,077 782,626,348
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