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OUR BRANCHES

Dillibazar, Kathmandu
Dillibazar, Kathmandu
Phone : 4413232/4421696/4421698

Inside Kathmandu Valley

Basundhara Branch [035]
Branch Manager: Bishnu Ram Chalise
Address: Ring Road, Basundhara,
Tokha -5, Kathmandu

Phone: 01-4383614 / 4383615

Bode Branch [065]

Branch Manager: Ashish Bikram Thapa
Address: Madhyapur Thimi, Bhaktapur
Phone: 016636113/114

Dhungedhara Branch [052]
Branch Manager: Dinesh Pokharel
Address: Dhungedhara, Kathmandu
Phone: 01-4880545/4880925

Dillibazar Branch [011]
Branch Manager: Dipesh Joshi
Address: Dillibazar, Kathmandu
Phone: 01-4441641/4441642

Gongabu Branch [013]
Branch Manager: Hari Pokhrel
Address: Gongabu, Kathmandu
Phone: 01-4387245/4352052

Kantipath Branch [036]
Branch Manager: Binita Mathema
Address: Kantipath, Kathmandu
Phone: 01-4249534/ 01-4253323

Kapan Branch [028]
Branch Manager: Pradip Nepali
Address: Milan Chowk,

Kapan, Kathmandu

Phone: 01-4823320

Katyayani Branch [053]
Branch Manager: Sabin Ghimire 2
Address: Katyani Chowk,
Bhimsengolamarg

Phone: 014109293/4

Kausaltar Branch [020]
Branch Manager: Min Prasad Shrestha
Address:Kausaltar, Bhaktapur
Phone: 01-6636229/6637385

Kuleshwor Branch [018]

Branch Manager: Shree Ganesh Pradhan
Address: Kuleshwor, Kathmandu

Phone: 01-5165035 / 4271279

Kumaripati Branch [050]
Branch Manager: Rajeeb Bhakta Mulmi
Address: Kumaripati, Lalitpur

Phone: 01-5534281

Lele Branch [041]

Branch Manager: Dipesh Bista
Address: Tika Bhairab, Lalitpur
Phone: 01-6200375 / 6200376

Mahalaxmisthan Branch [042]
Branch Manager: Raj Kumar K.C
Address:Mahalaxmisthan, Lalitpur
Phone: 01-5193065 / 01-5193124

Mangalbazar Branch [070]
Branch Manager: Sujan Maharjan
Address: Mangalbazar, Lalitpur
Phone: 01-5543060/5543061

Narayantar Branch [054]
Branch Manager: Bikash Shrestha
Address: Narayantar, Jorpati
Phone: 01-4910606/4910688

Narephat Branch [066]

Branch Manager: Sudhir Kumar Karki
Address: Kathmandu -32, Narephat
Phone: 015149301

Newroad Branch [016]

Branch Manager: Pradeep Bajracharya
Address: Khichapokhari, Neworad,
Kathmandu

Phone: 01-4231106/01-6227836

Thamel Branch [049]

Branch Manager: Maheshor Pd Pokharel
Address: Thamel, Kathmandu

Phone: 01-4423443/4423445

Tokha Branch [033]

Branch Manager: Niroj Khagi
Address: Tokha Road, Kathmandu
Phone: 01-5159600

Tripureshwor Branch [031]
Branch Manager: Bal Krishna Ban
Address: Tripureshwor, Kathmandu
Phone: 01-4233373/4233380/4233381

Outside Kathmandu Valley

Badkhola Branch [063]

Branch Manager: Tanka Prasad Dhakal
Address: Municipality -03,

Badkhola, Syangja

Phone: 063 - 423174

Banepa Branch [034]

Branch Manager: Kamal Raj Giri
Address: Tribhuwan Chowk, Banepa
Phone: 011-661321

Bhairahawa Branch [027]
Branch Manager: Shankar Pandey
Address: Basantapath -12,

Aawa Road, Rupandehi

Phone: 071-520073

Bhakundebesi Branch [038]
Branch Manager: Bibek Shrestha
Address: Bhakundebesi, Kavre
Phone: 011-404062

Biratnagar Branch [015]
Branch Manager: Niraj Sethia
Address: Biratnagar -12,
BataRoad, Morang

Phone: 021-440663/530182

Birendranagar Branch [069]
Branch Manager: Sunil K.C.
Address: Birendranagar, Surkhet
Phone: 083-590043/44

Birgunj Branch [010]

Branch Manager: Sanjeet Dhakal
Address: Society Complex, Adarshnagar
Phone: 051-523468/527429

Butwal Branch [046]

Branch Manager: Chandra Bahadur Saru
Address: Butwal SMC -11,

Devinagar, Rupandehi

Phone: 071-410165 / 071-410166

Chandrawati Branch [047]
Branch Manager: Ranjan Bagale
Address: Satiswara VDC -02,
Chandrawati, Tanahun

Phone:

Chapur Branch [019]
Branch Manager: Subodh Koirala
Address: Chandrapur -4, Rautahat
Phone: 055-540770

Fax: 055-540681

Devighat Branch [040]

Branch Manager: Bishwombhar Dangol
Address: Devighat, Trishuli

Phone: 010-410073

Dhangadhi Branch [067]
Branch Manager: Sabin Ghimire
Address: Chauraha, Dhangadhi
Phone: 91-590082

Dhikure Branch [039]

Branch Manager: Surya Kumar Pandit
Address: Dhikure, Nuwakot

Phone: 010-418073

Fattepur Branch [026]

Branch Manager: Ramesh Kumar Poudel
Address: Fattepur -3, Saptari

Phone: 031-550191

Gajehada Branch [064]
Branch Manager: Manish Acharya
Address: Banganga -4,

Gajehada Kapilvastu

Phone: 076-550423

Garuda Branch [045]

Branch Manager: Prabind Kumar Mandal
Address: Garuda Bazar, Rautahat
Phone: 055-565070

Gaur Branch [021]

Branch Manager: Prakash Chandra Pahari
Address: Gaur, Rautahat

Phone: 055-521437

Hakimchowk Branch [009]
Branch Manager: Sudarshan Ghimire
Address: Hakimchowk, Chitwan
Phone: 056-521196

Haraicha Branch [058]

Branch Manager: Sagarmani Ghimire
Address: Haraicha, Morang

Phone: 021-401082

Harinagara Branch [048]
Branch Manager: Ashok Kumar Metha
Address: Harinagara, Sunsari

Phone:

Inaruwa Branch [017]
Branch Manager: Amit Agrawal
Address: Inaruwa, Sunsari
Phone: 025-561753

Itahari Branch [012]

Branch Manager: Laxmi Karki
Address: Itahari -6, Sunsari
Phone: 025-587092 / 025-587093

Janakpur Branch [030]

Branch Manager: Kiran Bdr Umra Magar
Address: Janakpur -02, Dhanusha
Phone: 041-590881/590882

Kalikasthan Branch [043]
Branch Manager: Shambhu Prasad
Neupane

Address: Kalikasthan, Rasuwa
Phone: 010-542073

Kerkha Branch [059]

Branch Manager: Dipak Kumar Khadka
Address: Kerkha, Jhapa

Phone: 023-475170/71

Khairenitar Branch [005]
Branch Manager: Binod Kumar Adhikari
Address: Shuklagandaki 06, Tanahun
Phone: 065-412150

Kurintar Branch [056]

Branch Manager: Thaneshwor Acharya
Address: Kurintar, Chitwan

Phone: 056-410104

Lahan Branch [025]

Branch Manager: Abhisek Adhikari
Address: Lahan -1, Siraha

Phone: 033-562102

Lalbandi Branch [014]

Branch Manager: Ashish Kumar Bhattari
Address: Hatbazar, Lalbandi

Phone: 046-501579/501581

Loharpati Branch [061]
Branch Manager: Bhuvan Khadka
Address: Loharpati, Mahottari
Phone:

Mahendranagar Branch [068]
Branch Manager: Ashok Joshi

Address: Bhimdattanagar -4, Kanchanpur,
Phone: 099-520697/099-521952

Narayangarh Branch [006]
Branch Manager: Suraj Koirala
Address: Bharatpur -4, Narayangarh
Phone: 056-570130

Naya Bahuni Branch [062]
Branch Manager: Santosh Dhakal
Address: Belbari -7, Nayabahuni Morang
Phone:
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Nepalgunj Branch [024]
Branch Manager: Bikram Thapa
Address: Surkhet Road -3, Nepalgunj
Phone: 081-528259/528258

Okhaldhunga Branch [037]
Branch Manager: Bijay Lama

Address: Ramaelo Danda, Okhaldhunga
Phone: 037-520644

Parshadhap Branch [057]
Branch Manager: Bhanu Sharma
Address: Parshadhap, Chitwan
Phone: 056-404109 / 404110

Patichaur Branch [029]
Branch Manager: Sahadev Adhikari
Address: Patichaur,

Deupur, Parbat

Phone: 067-410067/690566

Pokhariya Branch [023]

Branch Manager: Pradip Kumar Rouniyar
Address: Pokhariya -04, Parsa

Phone: 051-560254/560255

Rangeli Branch [022]

Branch Manager: Durgesh Rauniyar
Address: Rangeli -07, Morang
Phone: 021-580631/580632

Rupani Branch [060]

Branch Manager: Man Bdr Chaudhari
Address: Rupani -1, Saptari Nepal
Phone: 031-450197/031-450198

Tandi Branch [008]

Branch Manager: Santosh Shrestha
Address: Ratnanagar -2, Chitwan
Phone: 056-563147

Pokhara Valley

Chhorepatan Branch [003]
Branch Manager: Mitra Raj Baral
Address: Chhorepatan Pokhara
Phone: 061-465501

Fulbari Branch [000]

Branch Manager: Subash Bahadur Thapa
Address: Fulbari, Pokhara

Phone: 061-540005 / 535327

Lakeside Branch [002]

Branch Manager: Mahendra Kumar
Shrestha

Address: Fewa Marga, Sector 3,
Diegopatan, Chetana Chowk, Pokhara
Phone: 061-465503

Lamachaur Branch [055]
Branch Manager: Indrajit Thapa Magar
Address: Lamachaur, Kaski, Pokhara
Phone: 061-442320/442317

Mahendrapool Branch [001]
Branch Manager: Gopi Raj Adhikari
Address: Mahendrapool, Pokhara -09
Phone: 061-551800/551900/525402

Newroad Branch [032]

Branch Manager: Bal Bahadur Dhakal
Address: Newroad, Pokhara

Phone: 061-522122 / 061-524700

Rajaka Chautara Branch [044]
Branch Manager: Dilip Sigdel
Address: Rajaka Chautara, Lekhnath
Phone: 061-410233/410234

Rambazar Branch [007]
Branch Manager: Bikram Giri
Address: Rambazar, Pokhara
Phone: 061-432450
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LUMBINI BIKAS BANK LIMITED
AT A GLIMPSE

Lumbini Bikas Bank has been an emerging name in the field of banking and financial sector of Nepal. It stands with 69 branches,
17 ATMs and 513 staffs providing wide range of services to more than 11,800 loan customers and 218,800 deposit customers
from individuals to large corporate entities. Continuous quality services to the customers is the driving force of the bank.

It 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 Bank's shares are listed on
Nepal Stock Exchange Limited.

HISTORICAL BACKGROUND

It is an entity established with the merger of five Banks and Financial Institution namely Bhajuratna Finance Ltd. Birgunj
Finance Ltd., Himchuli Bikas Bank Ltd., Lumbini Finance and Leasing Co. Ltd. and Vibor Bikas Bank Ltd. The last merger of Vibor
Society Development Bank and Lumbini Finance and Leasing took place on 25th Ashad 2074. Lumbini Bikas Bank has, in this
Fiscal Year, completed its 3rd year of joint operation.

LUMBINI BIKAS
BANKLIMITED

Lumbini

Vibor Society Finance
Development &
Bank Ltd Leasing

Co. Ltd.

Society
Development
Bank Ltd.
(former H&B)

Vibor Bikas
Bank Ltd.

Himchuli
Bikas
Bank Ltd.

Vibor Bikas Bhajuratna

Finance Ltd.

Birgunj
Finance Ltd.

Bank Ltd.
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Core Financial Highlights
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Earning Per Share

28.38

1519
13.94

871

2073/074 \ 2074/075 \ 2075/076 \ 2076/077
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Return on Total Assets

2.07

122
110

0.82

2073/074 \ 2074/075 \ 2075/076 \ 2076/077

Price Earning Ratio

12.99
3895 961

6.94

2073/074 | 2074/075 | 2075/076 | 2076/077

Book Net Worth

190
161 164
136
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Market Value Per Share

197
181

146
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Shareholders Return

20%
17%

10%

2074/075 2075/076 2076/077

Capital Adequacy Ratio
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Number of Branches Number of ATMs

2076/77 | 2075/78

2076/77 | 2075/76

Number of Staff Number of Trainings
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Financial Analysis: 3 years at a Glance

Vertical Analysis

feach [(pry S 1A,
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Particulars For the For the For the
year 2076-77 year 2075-76 year 2074-75
Net Interest Income 149,753,774 1164,654,334 797,057,556
Net interest, fee and commission income 1,266,178,095 1,301,633,057 904,936,299
Total operating income 1,294,344,881 1341,206,654 1,025,468,359
Operating Profit 526,050,737 847,813,665 505901574
Profit before income tax 538,453,280 855146,212 506,791,029
Profit for the period 378,560,824 620,681,564 317471749
Earnings per share 13.94 28.38 1519
Horizontal Analysis

Assets

Loans and advances 25,766,599,477 22,769,864,493 18,386,130,892
Investment 2/459,769,743 2170149,270 1,964,160,185
Total Assets 34,496,583,890 30,027,318,517 25,956,928,119
Liabilities

Share capital 2,716,311,729 2,209,766,313 273,282,669
Reserve and Surplus 1,727663,863 1998,253,752 1331307994
Deposits 29,705,261143 24,806,232,738 22182,552,526
Total Liabilities 34,496,583,890 30,027,318,517 25,956,928,119
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SHAREHOLDING STRUCTURE

The shareholding structure of current paid up capital of the development bank consists of 51% of promoters and 49% of public.

89.49%

I Public I Other Institutions
Il Promoters Il Public
NETWORKS

Lumbini Bikas Bank is situated at the heart of Kathmandu; spread its 69 branches all over Nepal. Besides these 69 branches,
we are planning to open additional few branches during Fiscal Year. LBBL is providing its services in the following province &
district:

Province ‘ Districts
1 Okhaldhunga, Sunsari, Morang, Jhapa
2 Parsa, Rautahat, Mahottari, Dhanusha, Siraha, Saptari, Sarlahi
Bagmati Chitwan, Rasuwa, Nuwakot, Kathmandu, Bhaktapur, Lalitpur, Kavrepalanchowk
Gandaki Kaski, Parbat, Syangja, Tanahu
Lumbini Kapilbastu, Rupandehi, Banke,
Karnali Surkhet
Sudurpashchim Kailali, Kanchanpur
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Effective Association to the other Business Associates

Lumbini Bikas Bank has Board level representation on four Financial Institutions namely
¢ Deprocs Laghubitta Bittiya Sanstha Limited
* NADEP Laghubitta Bittiya Sanstha Limited
e Lumbini General Insurance Company Limited
e 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.

NADEP
10%
Lumbini
General

Insurance
0,
Muktinath 9.84%
Capital
Ltd

19.75%

DEPROSC
12.97%
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OUR STAKEHOLDERS

With the corporate slogan “Nirantar Sahayatra” Lumbini Bikas Bank Limited has been participating with all stakeholders and

has added more value to them.

Government
Bodies

Business A Society
Partners ( j

Lumbini Bikas
Bank Ltd

k ) Business
Employees Associates

N

Shareholders
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Quality Service Delivery and Value Addition to Customers

Lumbini Bikas Bank places customers in a high priority and commits to provide value service delivery. Lumbini Bikas Bank has
not just limited its service to deposit accumulation with better interest rate also loan disbursement in feasible interest rates.
LBBL has ensured value addition to a simple service easing banking to its customers such as:

® Prompt service delivery

e Customer centric attitude

e Network of 69 branches all over Nepal

e Own 17 ATMs & free service within VISA Network
® Phone pay

* Wallet

© Mobile Banking

e Internet Banking

Mutual Beneficial Relation with Business Partners

LBBL value adds the banking service to its customers. With the support of various business partners who support in field
of Information Technology, Equipment, Machineries, Management Information System, Banking Software, Interior Design of
the bank, vendors who supply inventories and agencies who support advertisement, travel, couriers etc. for smooth banking
operation.

The relations with Business Partners are on mutual benefit, where the bank adds value to its service. The partners not only
get chance of business generation but also adds value to their service while addressing LBBL new and changing requirements.
Thus, LBBL provides pleanty of areas to grow for stakeholders and also address the changing business needs of the market
it is operating in.

Compliance to the instruction of Regulators

Operating under the Central Bank of Nepal, i.e Nepal Rastra Bank, Sebon, Nepal Stock Exchange and Company Registrar etc.
LBBL has ensured full compliance of Acts, Directives, rules and regulations and provide full Corporation to their procedures of
operation, inspection and monitoring.

Responsible towards Community and Country

Lumbini Bikas Bank has been acting as a responsible organization operating in Nepal and always responsible member of the
community it is operating in. LBBL complies with the Law of Nation, pays taxes and contributes to the nation in the ways
possible. LBBL respects & supports the Government, policies, social norms, values ethics, religion etc & always doing ethical
business and preference it celebrated Constitution Day and other national festivals with all the citizens of the nation.

» Corporate Social Responsibilities to Society

LBBL works in uplifting society and give back up support to the society up to the maximum possibility. In FY 2076/77 LBBL
contributed NRs.71,03,444/- as Corporate Social Responsibilities; the sum contributed in CSR were distributed in various
sectors as depicted in the pie chart below. During the FY 2076/77 our major focuses were to support food items to the victims'
from Covid-19.

CSR (Provincewise)

Bagmati
—  4,551488.62

Provence 2 Gandaki
790,877.50 86332769
Provence 1 Lumbini
294,000.00 ' ' 253,750.00
Sudurpashchim Karnali
300,000.00 50,000.00
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» Relief Measures to borrowers affected from COVID-19 Pandemic

- In compliance of Nepal Rastra Bank Directives and Palicy, the Development Bank has provided 10% rebate on interest paid
with in Chaitra End 2076. Accordingly, Interest rebate of Rs 3.089 Million was provided to our valued customers.

- To minimize the impact of COVID-19, Lumbini Bikas Bank has reduced the interest rate by 2% of total 10,186 borrowers
on Rs 20.99 billion outstanding loan . The total interest rebate from the reduction of Interest rate was Rs 97.28 Million upto
Ashad end 2077.

Return on Investment to Shareholders

Lumbini Bikas Bank values its shareholders and has been continuously giving return on their investment since its joint
operation. Return on equity in the form of stock and cash dividend in two consequent years after its last joint operation;
17.07% stock dividend for FY 2074/75, 15% Cash and 5% Stock Dividend for FY 2075/76 and 3% Cash and 7% Stock Dividend
proposed for FY 2076/77 to its shareholders.

Benefits and Recognition to Employees

Lumbini Bikas Bank believes that employees are the vital asset of the bank who provide quality service delivery to the
Customers. Happy Employee means happy customers, happy customer means satisfied customers and satisfied customers
contributes to the long term sustainable growth of the organization. Thus, LBBL has ensured employee satisfaction by several
employee benefits such as:

- Employee Salary Increment from time to time

- Providing Growth Opportunities

- Good working environment

- Staff Loan

- Employee medical insurance

- Bestinterest rates on employee salary accounts
- Free locker facility

- Office Uniform

CORPORATE GOVERNANCE

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 to identify and distribute the rights and responsibilities among stakeholders
including the board of Directors, managers and shareholders. We are ensuring regular monitoring of actions, palicies, 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.

THE BOARD OF DIRECTORS

The Board of Directors has been acting in adherence to operate the development bank in interests of depositors, custumers
and general shareholders having taken overall risks management of the bank or financial institution and to make assurance
not to intervene into daily conduct of business such as deposit collection, lending, investing, managing personnel, making
expenses from budget having maintained appropriate corporate governance in the bank.

Ateam of Seven Directors headed by the Chairman Mr. Dasharath Risal govern Lumbini Bikas Bank Limited. The competent
and experienced directors ensure a good governance and provide correct direction to the management.
There were twenty nine board meetings held in this fiscal year.

MR. DASHARATH RISAL.:

Mr. Dasharath Risal has been the Chairman of Lumbini Bikas Bank Limited since 10th Bhadra, 2076. Besides Lumbini Bikas
Bank Ltd., He has hold the position of Director in Central Finance for more than 10 years. He is also associated with various
social activities.

MR. CHINTAMANI BHATTARAI:
Mr. Chintamani Bhattrai has involved in leadership and management position in Financial Institution. He has been with Lumbini
Bikas Bank Limited (including former Lumbini Leasing and Finance Co.Ltd.) for more than 20 years in various capacity. Mr.
Bhattarai's extensive involvement with Rotary International is highly noticeable as District Governor of Rotary District 3292
Nepal and Bhutan in year 2018/19.
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MR. KESHAV KHATIWADA:

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. PRABIN KRISHNA SHRESTHA:
Mr. Prabin Krishna Shrestha has 18 years of banking experience with 12 years in Manager Position in commercial Bank. He has
been associated with Lumbini Bikas Bank Limited since 31st Bhadra, 2075 as a public director.

MR. PRATAP KUMAR ACHARYA:

Mr. Pratap Kumar Acharya has served in Sunaulo Parivar for over 17 years and also has worked with DISVI International
Cooperation and as Board of Director of Financial Institutions. He has been associated with Lumbini Bikas Bank Limited since
31st Bhadra, 2075.

MR. RAM CHANDRA SIGDEL:

Mr. Ram Chadra Sigdel has experience in leadership and management as Board of Director of Banking and Financial Institution,
in academic sector as well as in business sector. He has been associated with Lumbini Bikas Bank Limited since 371st Bhadra,
2075.

MS. ANJU KUMARI GUPTA:

Ms. Anju Kumari Gupta has more than 18 years of Banking Experience in various Commercial Banks. She has been associated
with Lumbini Bikas Bank Limited since 20th Falgun, 2075. Besides Banking Sector, she is also involved in other Business
Sector.

BOD LEVEL COMMITTEE

For the serving best interest of the stakeholders, various committee of directors have been formed. The formation of these
committees are in line with the relevant legal and regulatory provisions pertaining to the Bank.

Audit Committee

This committee ensures appropriate internal control, risk based internal audit, statutory audit, proper risk management and
adequate financial reporting. For maintaining independence, there is provision for Internal and external auditors to have direct
access to the audit committee. The committee functions as per the power and functions as defined by NRB Directives and
internal policy of the Bank. The committee comprises of three members under the co-ordination of non-executive director of
the Bank.

Human resource facilities committee

This committee comprises of 5 members under co-ordination of one director of the Bank. Another Director, Chief executive
officer and Head of Finance, Accounts and Treasury department are members and head of Human Resources is member
secretary of the committee. This committee is executing the functions of reviewing employee by-laws, formulating succession
plan, and addressing overall employee’s issues and obstacles.

AML/CFT committee

Assets Laundering Prevention Committee is board level committee, which also includes member from compliance division of
the bank. Overall KYC, AML/CFT compliance is discussed in details so as to assess the overall risk of the bank and necessary
recommendations are made to the Board for the necessary deliberation and implementation.

Risk Management Committee

Risk Management Committee is a board level committee, which also includes member from risk divisions of the bank. This is
where overall risk management including performance of the bank is discussed in detail so as to assess the overall risk of the
bank and necessary recommendation are made to the Board for necessary deliberation and implementation.

RISK MANAGEMENT

The bank has Investment Policy and Credit Policy which guides in generating business. The bank has clear demarcation on
business generation and risk management.

The Bank has set up a separate Risk Department, headed by senior level official of the Bank. The division is independent to
business and does not have any targets, nor have any incentive for business generation.
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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 and 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 Palicy 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 putin 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.

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.

c. Liquidity Risk Management
Liquidity ratios are assessed 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.

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.

Bank has separate division to oversee Compliance of KYC and AML. The division is headed by senior level official with
adequate access to the daily report, operational processes and right to recommend the changes in the system and
procedure.

MANAGEMENT OF LUMBINI BIKAS BANK LIMITED

The Management of the Bank includes CEO and Senior executives of the Bank. The Senior Executives consists of Senior
Deputy Chief Executive Officer and Deputy Chief Executive Officer. The Management is involved in monitoring and executing
the overall organization under policy and budget given by Board of Directors.

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
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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.

MR. PABAN DHAKAL, SENIOR DCEO
An MBA Degree holder from Tribhuwan University and has been in the field of Banking for more than twenty-seven years. He

had started his banking career in 1992 from Standard Chartered Bank Nepal Limited He joined Lumbini Bikas Bank Limited on
1st Asadh 2076 as Senior Deputy Chief Executive Officer.

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 16 years of experience in Banking / Financial sector. He worked in executive levels including CEO in
various BFls, is currently working as Deputy Chief Executive Officer with Lumbini Bikas Bank Limited.

Trend Analysis of Financial Figures

Total Assets

34,497

30,027
y

25,957

21515
y

2073/074 2074/075 2075/076 2076/077

(NPR in Million)

Total assets of Lumbini Bikas Bank has been increased by NPR 4,469 Million in this fiscal year and has reached to 34,497
Million. The total increment in the assets measures as 14.88% as compared to that of the Fiscal Year 2075/76.
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Total Loans And Advances

25,767
A
18,386
A
13,166
A
B
s
£
o
o
=

2073/074 2074/075 2075/076 2076/077

The chart shows the positive change in the amount of loans and advances to the customers including individual as well as
institutional. The increment is measured as NPR 2,999 Million in this review year. The total loans and advances has reached
Rs. 25,767 million in spite the unfavorable environment created by COVID-19 pandemic.

Total Deposit

(NPR in Million)

2073/074 2074/075 2075/076 2076/077

With introduction of various new product and the increment in service quality, the figure of deposit has reached to NPR 23,705
Million which is NPR 4,918 Million excess than that of the previous fiscal year. The chart depicts the growing trend of the

deposits from 2073/74 to the review year.
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Total Operating Income

1341 1294

1025

(NPR in Million)

2073/074 2074/075 2075/076 2076/077

There is decrease in the amount of the operating income of Fiscal Year 2076/77 by 47 Million as compared to the previous
fiscal year. The unavoidable impact created by COVID-19 has resulted in the unfavorable change in the operating profit of the
development bank. Hence, the amount of total operating profit was limited only upto NRP 1,294 Million which was NPR 1,394

Million last year.

Net Profit

621

379
317 y 7
y
179
y

2073/074 2074/075 2075/076 2076/077

(NPR in Million)

The most adverse impact of global pandemic is depicted in the figures of Net Profit of this development. The decrease in the
net profit has been by NPR 242 Million as compared to the previous year.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF LUMBINI BIKAS BANK LIMITED

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Lumbini Bikas Bank Ltd
(Bikas Bank), which comprise consolidated statement of financial position as at Ashad 31, 2077 (July
15, 2020) and consolidated statement of profit or loss, consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash flows for
the year then ended and a summary of significant accounting policies and notes to the consolidated
financial statements.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of the Bikas Bank as at Ashad 31, 2077 (July 15, 2020), its consolidated
financial performance and its consolidated 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 Consolidated Financial Statements section of our report. We are independent of the
Bikas 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 those matters that in our professional judgment were of most significance in
the audit of the consolidated financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole and
informing our opinion thereon and we do not provide a separate opinion on these matters. We have
determined the matters described below to be the Key Audit Matters to be communicated to the
shareholders.

S. Key Audit Matters Auditors Response
N.
1 | Interest Recognition
Interest Income of Bikas Bank has to be recognized on | Our audit approach regarding
accrual basis and following the Guideline on verification of process of interest |
Recognition of Interest Income, 2019 issued by NRB. | recognition included: |
Even though accrual basis of income recognition is | a. Obtaining clear understanding of

prescribed in general, the guidelines requires the process of accrual of interest

| suspension of interest recognition on accrual basis for income on loans and advances in
loans and advances where payment of principal the Core Banking Software of the
and/or interest are overdue for more than 12 months Bikas Bank.

| whereas for loans and advances where payment of | b, For Fair valuation of collateral,

e
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[ principal and/or interest are overdue for more than 3 we relied on the latest available
months but less than 12 months, interest recognition engineer's valuation of the
‘ on accrual basis is limited on the basis of result of collateral and have test check the
| collateral testing as specified. Given the lack of core hair cut in fair value of collateral
| banking system capability to suspend recognition of as per Guideline on Recognition
| income on the basis of fair value of collateral and of Interest Income 2019.
review of fair value of collateral on regular basis, | ¢ Test check of interest income
manual intervention will be required in mnterest recognized with annual
recognition process and hence creates risk of computation.
improper application of the guidelines and
' determination of the fair value of collateral. This may
in turn, have effect on recognition of interest income
| of Bikas Bank. Thus, we have considered as Key
Audit Matter.
2 | Modified Audit Procedures Carried Out in Light of | Our modified audit procedures
Covid-19 Outbreak: include:
Due to Covid -19 Pandemic nationwide lockdown | a. We conducted verification of
and travel restrictions imposed by government during necessary records and documents
the period of our audit, we could not gather audit electronically in respect of
evidence in person/physically through discussions branches  wherever  physical
and personal interactions with the officials at the access was not possible.
branches. We have identified such modified audit |, We made enquiries and gathered
procedures as a Key Audit Matter. necessary audit evidence through
telephonic communications and
emails.

Other Information

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

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

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

Management is responsible for the preparation and fair presentation of the consolidated 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 consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Bikas 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 Bikas Bank or to cease operations or has no realistic alternative but to do so.

| afe wRidae 2008/
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Those charged with governance are responsible for overseeing the Bikas Bank’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to oblain reasonable assurance about whether the consolidated 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 consolidated financial
statements.

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

s Identify and assess the risks of material misstatement of the consolidated 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 Bikas Bank’s internal control.

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

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

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

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

From the matters communicated with those charged with governance, we determine those matters

that were of most significance in the audit of the consolidated financial statement of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s report
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unless law and regulation precludes public disclosure about the matter or when, extremely rare
circumstances, we determine that a matter should not be communicated in our audit report because

the adverse consequences of doing so would reasonably be expected to overweight the public
interest benefits of such communications.

Report on Other Legal and Regulatory Requirements

On the basis of our examination, we further report that:

1)

2)

4)

w1
—

6)

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

The consolidated financial statements which include consolidated statement of financial
position as at Ashad 31, 2077, the consolidated statement of profit or loss, consolidated
statement of cash flows, consolidated statement of changes in equity for the year then ended, a
summary of significant accounting policies and notes to the consolidated financial statements
are prepared in all material respect as per the procedure and format prescribed by Nepal Rastra
Bank and in agreement with the books of accounts maintained by the Bikas Bank and proper
books of account as required by the law have been kept.

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

The returns received from the branch offices of the Bikas Bank, though all the statements are
independently not audited, were adequate for the purpose of the audit.

We did not come across cases of accounting related fraud and the cases where the board of
directors or any director or any office bearer of the Bikas Bank has acted contrary to the
provisions of law or caused loss or damage to the Bikas Bank or committed any
misappropriation of its funds.

To the best of our information and according to the explanations given to us, in the course of
our audit, we observed that the loans have been written off as specified; the business of the
Bikas Bank was conducted satisfactorily, and the Bikas Bank’s transactions were found to be
within the scope of its authority.

CA. Khagendra Bhattarai | S\

For Khagendra & Associates \‘ " g
Chartered Accountants e

UDIN No. 201209CA00138mEBdX

Date: 2077.08.23
Baneshwor, Kathmandu
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Consolidated Statement of Financial Position
As at 31 Ashad 2077 (15 July 2020)

Figures in NPR

Bank
Particulars Note As at 31st As at31st
Ashad 2077 Ashad 2076
Assets
Cash and cash equivalent 41 4,811,555,306 4125,966,766
Due from Nepal Rastra Bank 4.2 1,300,360,398 832,739,821
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 1,008,801,718 1,206,137608
Loans and advances to customers 47 24,320,524,314 21144418517
Investment securities 4.8 1,936,473,837 1,666,989,837
Current tax assets 49 148,003,557 109,783,096
Investment in subsidiaries 410 - -
Investment in associates 411 483,295,906 408,866,853
Investment property 412 54197778 54,292,581
Property and equipment 413 314,658,956 322,691,124
Goodwill and Intangible assets 414 3,328,740 3,985,687
Deferred tax assets 415 - 34,435,648
Other assets 416 115,382,380 117,010,979
Total Assets 34,496,583,890 30,027,318,517
Liabilities
Due to Bank and Financial Institutions 417 176,764,472 3,310,110,761
Due to Nepal Rastra Bank 418 469,929,415 681687112
Derivative financial instruments 419 - -
Deposits from customers 4.20 28,058,819,723 21,496,400,627
Borrowing 4.21 - -
Current Tax Liabilities 49 - -
Provisions 4.22 - -
Deferred tax liabilities 415 40,595,650 -
Other liabilities 423 306,499,038 331,099,952
Debt securities issued 424 - -
Subordinated Liabilities 425 - -
Total liabilities 30,052,608,297 25,819,298,452
Equity
Share capital 4.26 2,716,311,729 2,209,766,313
Share premium 76,312 14,272,683
Retained earnings 293,536,397 522,039,599
Reserves 4.27 1,434,051154 1461941470
Total equity attributable to equity holders 4,443,975,592 4,208,020,065
Non-controlling interest - o
Total equity 4,443,975,592 4,208,020,065
Total liabilities and equity 34,496,583,890 30,027,318,517
Contingent liabilities and commitment 4.28 1877715145 2,113,611,668
Net assets value per share 163.60 190.43

Nawaraj Bhandari
Head- Finance Account and
Treasury

Naresh Singh Bohra

Anju Kumari Gupta Ram Chandra Sigdel Pratap Kumar Acharya

Director Director Director

Date: 2077.08.23

Chief Executive Officer

Dasharath Risal
Chairman

As per our report of even date

CA Khagendra Bhattarai

Khagendra and Associates
Chartered Accountants

Director

Prabin Krishna Shrestha Keshav Khatiwada Chintamani Bhattarai

Director Director
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Consolidated Statement of Profit or Loss
For the year ended 31 Ashad 2077 (15 July 2020)

Figures in NPR

Particulars As at 31st As at31st
Ashad 2077 Ashad 2076

Interest income 429 3441514,532 3,243,024,468
Interest expense 4.30 2,291,760,758 2,078,370,134
Net interest income 1149,753,774 1164,654,334
Fee and commission income 4.31 119,787,794 140,049,584
Fee and commission expense 432 3363472 3,070,861
Net fee and commission income 116,424,322 136,978,722
Net interest, fee and commission income 1,266,178,095 1,301,633,057
Net trading income 433 13,481 24,514
Other operating income 434 28153,305 39,549,084
Total operating income 1,294,344,881 1,341,206,654
Impairment charge/(reversal) for loans and other losses 435 178,040,667 (103,755,835)
Net operating income 1116,304,214 1,444,962,489
Operating expense
Personnel expenses 4.36 324,049,733 349,332,328
Other operating expenses 4.37 212,721,007 196,653,917
Depreciation & Amortization 4.38 53,482,738 51162,579
Operating Profit 526,050,737 847813665
Non operating income 4.39 13,700,688 7,836,111
Non operating expense 440 1,298,145 503,564
Profit before income tax 538,453,280 855,146,212
Income tax expense 441 159,892,456 234,464,648

Current Tax 154,529,271 257,767,318

Deferred Tax 5363185 (23,302,670)
Profit for the period 378,560,824 620,681,564
Profit attributable to:

Equity holders of the Bank 378,560,824 620,681,564

Non-controlling interest - -
Profit for the period 378,560,824 620,681,564
Earnings per share
Basic earnings per share 13.94 28.38
Diluted earnings per share 13.94 28.38

As per our report of even date

Nawaraj Bhandari Naresh Singh Bohra Dasharath Risal CA Khagendra Bhattarai
Head- Finance Account and Chief Executive Officer Chairman Khagendra and Associates
Treasury Chartered Accountants

Anju Kumari Gupta Ram Chandra Sigdel Pratap Kumar Acharya Prabin Krishna Shrestha Keshav Khatiwada Chintamani Bhattarai
Director Director Director Director Director Director

Date: 2077.08.23
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Consolidated Statement of Comprehensive Income
For the year ended 31 Ashad 2077 (15 July 2020)

Figures in NPR

Particulars As at 31st As at31st
Ashad 2077 Ashad 2076
Profit for the year 378,560,824 620,681,564
Other comprehensive income, net of income tax
a) Items that will not be reclassified to Profit or loss
. %2226[:Z§saisg E:‘irro\/n;lIur;ves tments in equity instruments 241097235 (15,874,464)
- Gains/(losses) on revaluation
- Actuarial gains/(losses) on defined benefit plans 3,652,060 (1,234,718)
- Income tax relating to above items (69,668,113) 5132755
;lr(:cﬁ:t:ﬁ:) t:;mprehensive income that will not be reclassified to 175,081182 (11,976,428
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
:]sir::chlsjfitoet::" ;cla-‘rggrehensive income of associate accounted 70,358,053.36 57726176
Other comprehensive income for the period, net of income tax 245,439,235 45,749,749
Total comprehensive income for the year 624,000,059 666,431,312
Total comprehensive income attributable to:
Equity holders of the Bank 624,000,059 666,431,312
Non-controlling interest - -
Total comprehensive income for the period 624,000,059 666,431,312

Nawaraj Bhandari
Head- Finance Account and
Treasury

Naresh Singh Bohra
Chief Executive Officer

Dasharath Risal

As per our report of even date

CA Khagendra Bhattarai
Khagendra and Associates
Chartered Accountants

Anju Kumari Gupta Ram Chandra Sigdel Pratap Kumar Acharya Prabin Krishna Shrestha Keshav Khatiwada Chintamani Bhattarai

Director Director Director Director

Date: 2077.08.23

Director

Director
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Consolidated Statement of cash flows
For the year ended 31 Ashad 2077 (15 July 2020)

Particulars

feach [(pry S 1A,

% Lumbini Bikas Bank Lid.

As at 31st

Figures in NPR

As at31st

CASH FLOWS FROM OPERATING ACTIVITIES

Ashad 2077

Ashad 2076

Interest received 3,218,345,745 3,190,164,953
Fees and other income received 119,787,794 140,049,584
Divided received 15,710,668 12,873163
Receipts from other operating activities 13,362,411 33,296,556
Interest paid (2,291,760,758) (2,078,370134)
Commission and fees paid (3,363472) (3,070,861)
Cash payment to employees (396,619,342) (245,598,542)
Other expense paid (212,721,007) (196,606,069)
Operating cash flows before changes in operating assets and liabilities 462,742,039 852,738,650
(Increase)/Decrease in operating assets

Due from Nepal Rastra Bank (467620,577) 139,413,244
Placement with bank and financial institutions - -
Other trading assets - -
Loan and advances to bank and financial institutions 199,322,057 (394,793197)
Loans and advances to customers (3136,130,754) (3,992,454,110)
Other assets 7903,025 (43,509,236)
Increase/(Decrease) in operating liabilities

Due to bank and financial institutions (2133,346,289) (1,051,600,957)
Due to Nepal Rastra Bank (211,757697) 681687112
Deposit from customers 6,562,419,096 3,673161,055
Borrowings - =
Other liabilities 847065 (37362,448)
Net cash flow from operating activities before tax paid 1,284,377,964 (172,719,886)
Income taxes paid (192,621,451) (323,343492)
Net cash flow from operating activities 1,091,756,513 (496,063,378)
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investment securities (73,648,300) (76,390,770)
Receipts from sale of investment securities 44,076,964 6,545,977
Purchase of property and equipment (44,280,368) (30,020,379)
Receipt from the sale of property and equipment 415,660 1,425,837
Purchase of intangible assets (435,500) (745,850)
Receipt from the sale of intangible assets

Purchase of investment properties - (4,379,500)
Receipt from the sale of investment properties - 9,795,779
Interest received (195,504) -
Dividend received

Net cash used in investing activities (74,067,048) (93,768,906)

CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of debt securities

¥ ufdagT 008 /0l Y3
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Particulars

As at 31st

Ashad 2077

As at31st
Ashad 2076

Repayment of debt securities

Receipt from issue of subordinated liabilities

Repayment of subordinated liabilities

Receipt from issue of shares - 36,998,090
Dividends paid (332,100,926) -
Interest paid - =
Other receipt/payment - -
Net cash from financing activities (332,100,926) 36,998,090
Net increase (decrease) in cash and cash equivalents 685,588,539 (552,834,194)
Opening Cash and cash equivalents 4125,966,767 4,678,800,961
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 4,811,555,306 425,966,767

As per our report of even date

Dasharath Risal
Chairman

Nawaraj Bhandari
Head- Finance Account and
Treasury

Naresh Singh Bohra
Chief Executive Officer

CA Khagendra Bhattarai
Khagendra and Associates
Chartered Accountants

Anju Kumari Gupta Ram Chandra Sigdel Pratap Kumar Acharya Prabin Krishna Shrestha Keshav Khatiwada Chintamani Bhattarai
Director Director Director Director Director Director

Date: 2077.08.23
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Notes to the Consalidated Financial Statements
for the year ended 31st Ashadh 2077

1. General Information

1.1.

1.2.

1.3.

Reporting Entity

Lumbini Bikas Bank Limited (hereinafter referred to as “The Development Bank’) is a limited liability company
incorporated in Nepal under Companies Act 2063 The registered office of the bankis situated at Dillibazar, Kathmandu.
The 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
Bank's shares are listed on Nepal Stock Exchange Limited.

Associates
The Development Bank has four associates as given below:

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

The Development Bank has share ownership of 19.75% in Muktinath Capital Limited along with representation of
one Board of Director from the 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.

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 9.98% (Promoter Share) in Deprosc Laghubitta Bittiya Sanstha
Limited along with representation of one Board of Director from the Bank.

D. Lumbini General Insurance Company Limited
Lumbini General Insurance Company Limited is a public limited company incorporated under the Companies
Act, 2063 and operating as General Insurance Company after obtaining licenses under Insurance Act, 20489. Its
registered office is located at Gyaneshwor, Kathmandu.

The Development Bank has share ownership of 9.84% in Lumbini General Insurance Company Limited along with
representation of one Board of Director from the Bank.

Main 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.

2. Basis of Preparation
The financial statements of the Development Bank have been prepared 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).

¥ ufdagT 008 /0l wY
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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.

21

2.2.

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, 2077. The Financial
Statements have also been prepared in accordance with the relevant presentational requirements of the Company
(First Amendment) Act, 2063 of Nepal.

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

These financial statements for the year ended as on 31st Ashadh, 2077 are prepared under NFRS. The Development
Bank has been preparing statements under NFRS from the year ended on 31 Ashadh, 2076.

Reporting Pronouncements

The Development Bank has, for the preparation of financial statements, adopted the NFRS pronounced
by ICAN as effective on September 13, 2013. 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 20 September 2018 and
another notice dated August 19, 2020 (2077.05.03) 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) NFRS 10 - Consolidated Financial Statements
A parent company shall prepare consolidated financial statements using uniform accounting policies for like
transactions and other events in similar circumstances unless it is impracticable to do so.

b) NAS 28 - Investment in Associates and Joint Ventures
Aparentcompany shall account foran associate in its consolidated financial statements using uniform accounting
policies for like transactions and other events in similar circumstances unless it is impracticable to do so.

The Development Bank has applied this carve out for the equity accounting of its four Associates in the
Consolidated financial statements.

c) NAS 39 - Financial Instruments: Recognition and Measurement -Incurred Loss Model to measure impairment
loss on loans and advances
This is a mandatory carve out for Banks and Financial Institutions registered under Banking and Financial
Institution Act, 2073 which requires an entity to measure impairment allowance on loans and advances at higher
of amount determined as per regulatory norms prescribed by Nepal Rastra Bank and amount determined under
Para 63-Incurred Loss Model.

The Development Bank has applied this carve out and recognized all its impairment allowance for Loans and
Advances based on norms prescribed under NRB Directive no. 02/2077 being amount higher than the amount
calculated under Incurred Loss Model.

d) NAS 39 - Financial Instruments: Recognition and Measurement - Impracticability to determine transaction
cost of all previous years which is a part of effective interest rate
This carve out requires an entity to incorporate all fees and points paid or received under contractual terms of a
financial instrument in the calculation of effective interest rate for the financial instrument unless it is immaterial
or impracticable to determine such fees and points reliably.

The Development Bank has applied this carve out and has excluded the inclusion of the fees and commissions
received in the calculation of the effective interest rate on loans and advances.

e) NAS 39 - Financial Instruments: Recognition and Measurement - Impracticability to determine interestincome
on amortized cost
Once a financial asset or a group of similar financial assets has been written down as a result of an impairment
loss, interest income is thereafter recognized using the rate of interest used to discount the future cash flows for
the purpose of measuring the impairment loss. Interest income shall be calculated by applying effective interest
rate to the gross carrying amount of a financial asset unless the financial asset is written off either partially or fully.

¥ ufdag Q068/016
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2.4.

2.5.
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The Development Bank has applied this carve out and recognized interest income by applying the effective
interest rate to the gross carrying amount of a financial assets.

Reporting Period and Approval of Financial Statements
The Development Bank follows the Nepalese financial year based on the Nepalese calendar. The reporting period is
from 1st Shrawan 2076 and ending on 31st Ashadh 2077 (i.e 17th July 2019 to 15th July 2020).

The financial statements for the year ended on 15 July 2020 (Ashadh 31, 2077) are approved by 378th meeting of
the Board of Directors held on 2077/08/23. 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 13th Annual General Meeting of the Development bank.

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

Use of Estimates, Assumptions and Judgments

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards requires the
use of certain critical accounting estimates and judgments. It also requires management to exercise judgment
in the process of applying the Bank's accounting policies. The Development bank makes certain estimates and
assumptions regarding the future events. Estimates and judgments are continuously evaluated based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. Management believes that the estimates used in the preparation of the financial statements are
prudent and reasonable. Future results could differ from these estimates. Any revision to accounting estimates is
recognized prospectively in current and future periods.

The accounting policies have been included in the relevant notes for each item of the financial statements and the
effect and nature of the changes, if any, have been disclosed.

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 the next 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.

While assessing entity's ability to continue as going concern, the Development Bank has taken into the
consideration of existing and anticipated effects of the COVID-19 pandemic and the government's relief
measures, its forecasts and sensitivities and projected covenants compliances.

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 a year.
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 commodity 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.

qf¥® ufdgT Q0098 /0l Y
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d) Contingencies
In the normal course of business, contingent liabilities 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. Such liabilities are disclosed in the notes but are not
recognized.

e) Fairvalue measurements
Some assets and liabilities of the Development Bank are measured at fair value for financial reporting purposes.
The management determines the appropriate valuation techniques and inputs for fair value measurements. In
estimating the fair value of an asset or a liability, the Development Bank uses market-observable data to the
extent it is available. Where Level 1inputs are not available, the Development Bank engages third party qualified
valuator to perform the valuation. The management works closely with the qualified external valuator to establish
the appropriate valuation techniques and inputs to the model.

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.

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

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

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

New Standards in issue but not yet effective

Forthe reporting of financial instruments, NAS 32 Financial Instruments- Presentation, NAS 39 Financial Instruments
- Recognition and Measurements and NFRS 7 Financial Instruments - Disclosures have been applied. NFRS 9 has
been complied for the classification of Financial Instruments.

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.

Discounting
Discounting has been applied where assets and liabilities are non-current and the impact of the discounting is
material.

3. Significant Accounting Policies
The accounting policies set out below have been applied consistently unless otherwise stated:

15

31

Basis of Measurement
These financial statements are prepared under historical cost convention except for certain material items that have
been measured at fair value as required by the relevant NFRS below:
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a) Investment designated at fair value through other comprehensive income is measured at fair value.
b) The liability for defined benefit obligations is recognized as the present value of the defined benefit obligation

less the net total of the plan assets, plus unrecognized actuarial gains, less unrecognized past service cost and
unrecognized actuarial losses.

c) Financial assets and liabilities are initially recognized at fair value plus/minus transaction cost except in case of

financial assets/ liabilities measured at Fair value through Profit or Loss statement.

3.2. Basis of Consolidation

a) Business Combination

b

C

d

—

-—

—

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 the 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 the sum of the acquisition-date fair values of the assets transferred by the
Group, liabilities incurred by the Group to the former owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. Acquisition-related costs are generally recognized in profit or
loss as incurred.

Non-Controlling Interest

Non-controlling interests 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. Non-controlling interests
in the results of the Group are presented on the face of the consolidated statement of financial position and the
consolidated statement of profit or loss and other comprehensive income as an allocation of the total profit or
loss and total comprehensive income for the year between non-controlling interests and 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:

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

When group losses control of subsidiary, the carrying amount of any non-controlling interest in the former
subsidiary at the date when control is lost (including component of other comprehensive income attributable to
them) are derecognized.

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 reassesses, whether it has control, if there are changes to one or more of the elements
of control. In preparing the consolidated financial statements, the financial statements are combined line by line
by adding the like items of assets, liabilities, equity, income, expenses and cash flows of the parent with those
of its subsidiary. The carrying amount of the parent’s investment in subsidiary and the parent’s portion of equity
of subsidiary are eliminated in full. All intra group assets and liabilities, equity, income, expenses and cash flows
relating to transactions between entities of the group (such as interest income and technical fee) are eliminated
in full while preparing the consolidated financial statements.

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

Loss of Control

When the Development Bank loses control of a subsidiary, it derecognizes the assets and liabilities of the
former subsidiary from the consolidated statement of financial position. The Development Bank recognizes any
investment retained in the former subsidiary at its fair value when control is lost and subsequently accounts for it
and for any amounts owed by or to the former subsidiary in accordance with relevant NFRSs. It is accounted for
as an equity-accounted investee or in accordance with the Group's accounting policy for financial instruments
depending on the level of influence retained. That fair value shall be regarded as the fair value on initial recognition
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of afinancial asset in accordance with NFRS S 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)

f)

9

—

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 The Development Bank concludes that it controls the SPE.

The Development Bank does not have any Special Purpose Entity.

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

Investment in Associates - Equity Accounting

An associate is an entity over which the Development Bank has significant influences but not control or joint
control. This is generally the case where the Development Bank holds between 20% to S0% 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.

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

Aninvestment in an associates or joint ventures 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.

3.3. Cash & Cash Equivalent

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

3.4. Financial Assets and Financial Liabilities

3.41 Recognition

| afe wRidae 2008/

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.
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3.4.2 Classification
A. Financial Assets

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

ii. Financial assets at fair value through other comprehensive income

Financial assets are measured at fair value through other comprehensive income if these financial
assets are held within a business model whose objective is to hold these assets in order to collect
contractual cash flows or to sell these financial assets and the contractual terms of the financial asset
give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding. The Development Bank in respect of equity investments (other than
in subsidiaries, associates and joint ventures) which are not held for trading has made an irrevocable
election to present in other comprehensive income subsequent changes in the fair value of such equity
instruments. Such an election is made by the Development Bank on an instrument by instrument basis
at the time of initial recognition of such equity investments.

Financial assets at fair value through profit or loss

Financial asset neither measured at amortized cost nor at fair value through other comprehensive
income is carried at fair value through the statement of profit and loss. Financial assets held for trading
are also designated at fair value through profit or loss.

B. Financial Liabilities

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

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

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

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

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

3.4.4 De-recognition

A. De-recognition of financial assets
The Development Bank de-recognizes a financial asset only when the contractual rights to the cash
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flows from the financial asset expire, or it transfers the financial asset and the transfer qualifies for de-
recognition under NFRS S.

If the Development Bank neither transfers nor retains substantially all the risks and rewards of ownership
and continues to control the transferred asset, the Development Bank recognizes its retained interest in
the assets and an associated liability for amounts it may have to pay.

If the Development Bank retains substantially all the risks and rewards of ownership of a transferred
financial asset, the Development Bank continues to recognize the financial asset and also recognizes a
collateralized borrowing for the proceeds received.

On de-recognition of afinancial assetinits entirety, the difference between the carrying amounts measured
at the date of de-recognition and the consideration received is recognized in statement of profit or loss.

Gain on sale of Investment in equity Investment which was measured at fair value through comprehensive
income, the fair value movement till preceding year has been transferred from fair value reserve to retained
earnings (equity) through other comprehensive income and the gain realized in this reporting year has been
recognized through Statement of profit loss.

De-recognition of financial liability
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expires. When 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 the de-recognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognized in the statement of profit and loss.

3.4.5 Determination of Fair Value

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

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

The principal or the most advantageous market must be accessible by the Development Bank. The fair value
of an asset or 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.

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

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

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

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

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

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

The Development Bank has determined the fair value of Investment in Equity 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.

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.
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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:

e Whether the counterparty is in default of principal or interest payments.

e When a counterparty files for bankruptcy and this would avoid or delay discharge of its obligation.

e Where the Development Bank initiates legal recourse of recovery in respect of a credit obligation of the
counterpart.

e 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.

e Where there is observable data indicating that there is 8 measurable decrease in the estimated future cash
flows of a group of financial assets, although the decrease cannot yet be identified with specific individual
financial assets.

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

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

In assessing collective impairment, the Development Bank uses historical 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.

Impairment losses on Assets measured at Amortized Cost as per NAS: 39

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.

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. Assets that are individually assessed and for which no impairment exists are grouped
with financial assets with similar credit risk characteristics and collectively assessed for impairment. The
credit risk statistics for each group of the loan and advances are determined by management prudently being
based on the past experience. For the collective assessment of impairment of loan, the Development Bank
has categorized on the basis of following product.

1. Home Loan

2. Vehicle Loan
3.Personal Loan
4.Short Term Loan
5.Long Term Loan
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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 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.

3.5. Trading Assets

3.6.

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.

Derivative Assets and Derivative Liabilities

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

3.7. Property and Equipment
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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.

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

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

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

e the cost of materials and direct labour;

e 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

e Capitalized borrowing costs.

Measurement

i. Freehold landis carried at historical cost and is not depreciated. All other items of property, plant and equipment
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.

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

. The Development Bank identifies and determines cost of each component/ part of the asset separately,
if the component/ part has a cost which is significant to the total cost of the asset having useful life that is
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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 is 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: -

Category of Asset | Estimated useful life

Office Equipment 5 years

Furniture Fixture and Fitting Syears

Vehicle 5 years

Computer, Printer and Accessories Syears

ATM Machine 7 years

Freehold Premises 50 years

Leasehold Assets Earlier of 10 years or Lease Tenure

iii. 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. Changesin Estimates
The asset's methods of depreciation are reviewed, adjusted if appropriate, at each financial year end.

D. 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
derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the statement of profit and loss when the asset is derecognized.

3.8. Goodwill/Intangible Assets
Goodwill is the residual of the cost of acquisition over the fair value of the identifiable net assets acquired. It is
assessed for impairment 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.

Computer software costs which are not integrally related to hardware are capitalized and recognized as intangible
assets based on materiality, accounting prudence and significant benefits expected to flow there from for a period
longer than one year.

Software is amortised on a straight line basis in profit or loss over its estimated useful life, from the date that it is
available for use. The estimated useful life of software for the current and comparative periods is five years.
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Investment Property
An investment property is property held by the Development Bank to earn rentals or for capital appreciation or both,
rather than own-occupied. The investment property of the Development Bank solely consists of land or building
acquired under the Non-Banking Assets.

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

3.10. Non-Current Assets-Held for sale:

3n.

3.12.

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.

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.

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 customer.
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.

3.13. Provisions, contingent liability and contingent Assets.

i. Provisions are recognized when the Development Bank has a present obligation (legal or constructive) as a result
of a past event, itis 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.
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i. When the Development Bank expects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbursement is recognized as a separate asset, but only when the reimbursement is virtually
certain.

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

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

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

vi. A contingent liability is a possible obligation that arises from past events whose existence will be confirmed by
the occurrence or non-occurrence of one or more uncertain future events beyond the control of the Development
Bank or a present obligation that is not recognized because it is not probable that an outflow of resources will
be required to settle the obligation. A contingent liability also arises in extremely rare cases where there is a
liability that cannot be recognized because it cannot be measured reliably. The Development Bank does not

recognize a contingent liability but discloses its existence in the standalone financial statements.

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

entity.
viii. Commitments include the amount of purchase order (net of advances) issued to parties for completion of assets.
ix. Provisions, contingent liabilities, contingent assets and commitments are reviewed at each reporting period.

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 Group and that the revenue can
be reliably measured.

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:

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.

3.14.2 Fee and Commission Income

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

3.14.3 Dividend Income

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

3.14.4 Net Trading Income

3.15.

3.16.
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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.

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

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.

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 and salaries and Social Security contribution.
Paid annual leave and paid sick leave

Profit Sharing and Bonuses

Non Monitory Benefits for current employees

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

b. Post-Employment Benefits Plan
Post- employment benefits plan of the Development Bank includes the 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.
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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
intheincome statement, other comprehensive income and balance sheet. There may be alsointerdependency
between some of the assumptions.

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

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

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

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

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

loss statement:

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

- Interest expenses

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

Leases

The determination of whether an arrangement s (or contains) a lease is based on the substance of the arrangement
atthe inception of the lease. The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent
on the use of a specific asset or assets and the arrangement conveys a right to use the asset or assets, even if
that right is not explicitly specified in an arrangement. A lease is classified at the inception date as a finance lease
or an operating lease.

A lease that transfers substantially all the risks and rewards incidental to ownership to the Group is classified as
a finance lease. A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable
certainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated over the
shorter of the estimated useful life of the asset and the lease term.

Finance leases are capitalized at the commencement of the lease at the inception date fair value of the leased
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asset or, at the present value of the minimum lease payments at the inception of the lease, whichever is lower.
Lease payments are apportioned between finance charges and reduction of the lease liability so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are recognized in finance costs
in the statement of profit and loss, unless they are directly attributable to qualifying assets, in which case they are
capitalized in accordance with the Group’s general policy on the borrowing costs.

Operating lease payments are recognized as an expense in the statement of profit and loss on a straight-line
basis over the lease term unless another systematic basis is more representative of the time pattern of the user’s
benefit.

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.

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 debtinstrument. 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.

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.

Dividends on ordinary shares are recognized as a liability and deducted from equity when they are approved by
the general meeting

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

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

4. Scheduled Forming part of Financial Statements.
Schedules are attached with financial statements.

Notes to the consolidated financial statement for the year ended 31st Ashad 2077

41 Cash and cash equivalents

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Cash in hand 522,013,949 333,987463
Balances with B/FlIs 4,289,541,357 3791979303
Money at call and short natice - -
Other - -
Total 4,811,555,306 4,125,966,766

4.2 Due from Nepal Rastra Bank

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Statutory balances with NRB 1,300,360,398 832,739,821
Securities purchased under resale agreement - -
Other deposit and receivable from NRB - -
Total 1,300,360,398 832,739,821

4.3 Placements with Bank and Financial Institutions

Particulars

As at 31st Ashad

As at 31st Ashad

Placement with domestic B/Fls

2077

2076

Placement with foreign B/Fls

Less: Allowances for impairment

Total

¥ ufdaasT 08/06l9 =
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4.4 Derivative financial instruments

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2076

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

4.5 Other trading assets

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2076

Treasury bills

Government bonds

NRB Bonds

Domestic Corporate bonds

Equities

Other

Total

Pledged

Non-pledged

4.6 Loan and advances to B/Fls

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2076

Loans to microfinance institutions 1,018,991,287 1,218,320,741
Other - -
Less: Allowances for impairment 10,189,569 12183133

Total 1,008,801,718 1,206,137,608

o3 | af¥s aRE 008/006




4.6.1 Allowances for impairment
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As at 31st
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As at 31st
Ashad 2076

Balance at Shrawan 1 12183133 8,235,201
Impairment loss for the year: - =
Charge for the year - 3947932
Recoveries/reversal (1,993,565) -
Amount written off - -
Balance at Ashad end 10,189,569 12,183,133

4.7 Loans and advances to customers

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2076

Loan and advances measured at amortized cost 25,070,086,446 21,713,946,417
Less: Impairment allowances 749,562,132 569,527,901
Collective impairment 266,508,789 263,914,170
Individual impairment 483,053,343 305,613,731
Net amount 24,320,524,314 21144,418,517
Loan and advances measured at FVTPL - -

Total 24,320,524,314 21144,418,517

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2076

Loans and advances to Customer 24,693,880,787 21,551,551149
Loans and advances to staff 53,211,048 60,166,220
Accrued Interest 322,994,612 102,225,048
Total 25,070,086,446 21,713,946,417

Impairment ( Including loans & advances to BFls )
As per NRB Directive No. 2 759,751,701 581,711,034
As per NAS 39 199,889,951 182,996,707
Collective Impairment 98,133,990 83,759,577
Individual Impairment 101,755,961 99,237130
Higher of NRB Directive and NAS 39 759,751,701 581,711,034

¥ ufdaasT 08/06l9 3
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4.71 Analysis of loan and advances - By Product

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Product

Term loans 5132,246,568 4591955161
Overdraft 4,736,743,073 4,853,678,303
Trust receipt/Import loans - -
Demand and other working capital loans 979,755,833 339,913,003
Personal residential loans 2,712,046,519 2,234,768,386
Real estate loans 2,227494,402 1,863,280,738
Margin lending loans 1187031416 920,883,850
Hire purchase loans 1482,815,392 1,684,106,479
Deprived sector loans 1,423,095699 1,096,575,871
Bills purchased - -
Staff loans 53,211,048 60,166,220
Other 4,812,651,884 3966,389,358
Sub total 24,747,091,835 21,611,717,369
Interest receivable 322,994,612 102,229,048
Grand total 25,070,086,446 21,713,946,417

4.7.2 Analysis of loan and advances - By Currency

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2076

Nepalese Rupee

25,070,086,446

21,713,946,417

Indian Rupee

United States Dollar

Great Britain Pound

Euro

Japanese Yen

Chinese Yuan

Other

Total

25,070,086,446

21,713,946,417
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Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Secured
Movable/immovable assets 23,035605,916 20,170,691950
Gold and silver 58133,725 17,342,619
Guarantee of domestic B/Fls - -
Government guarantee 17193,389 17193,388.90
Guarantee of international rated bank - -
Collateral of export document - -
Collateral of fixed deposit receipt 434,065,802 463,657,576
Collateral of Government securities - -
Counter guarantee 7,270,923 -
Personal guarantee 1169912 1,323,281
Other collateral 1191,594,931 SSWSSIUSS
Subtotal 24,745,034,597 21,607,967,870
Unsecured 2,057238 3,749,499
Interest receivable 322,994,612 102,229,048

Grant Total 25,070,086,446 21,713,946,417

4.7.4 Allowances for impairment

Particulars

As at 31st

As at 31st

Specific allowances for impairment

Ashad 2077

Ashad 2076

Opening Balance 305,613,731 460,123,035

Impairment loss for the year:

Charge for the year 177,439,612 (154,509,304)

Recoveries/reversal during the year

Write-offs

Exchange rate variance on foreign currency impairment -

Other movement -

Closing Balance 483,053,343 305,613,731

Collective allowances for impairment

Opening Balance 263,914,170 215,482,757

Impairment loss for the year:

Charge/(reversal) for the year 2,594,619 48431413

Exchange rate variance on foreign currency impairment

Other movement

Closing Balance 266,508,789 263,914,170
Total allowances for impairment 749,562,132 569,527,901

T YRGS 008/060 N
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4.8 Investment securities

Particulars

As at 31st

As at 31st

Ashad 2077

Ashad 2076

Investment securities measured at amortized cost 1,367,807,062 1,367611,557
Investment in equity measured at FVTOCI 568,666,775 299,378,280
Total 1,936,473,837 1,666,989,837

4.8.1 Investment securities measured at amortized cost

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Debt securities - -
Government bonds 1,367,807,062 1,367,611,557
Government treasury bills - -
Nepal Rastra Bank bonds - -
Nepal Rastra Bank deposits instruments - -
Other - -
Less: specific allowances for impairment

Total 1,367,807,062 1,367,611,557

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

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2076

Equity instruments

Quoted equity securities 554,211,597 290,998,180
Unquoted equity securities 14,455178 8,380,100
Total 568,666,775 299,378,280
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4.8.3 Information relating to investment in equities Figures in NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Fair Value Fair Value

Investment in quoted equity

1.1 Api Power Company Ltd. - - 1,149,750 250,250
1.2 Arun Kabeli Power Ltd. - - 29,500 55,460
1.3 Asian Life Insurance Co. Limited

(10,595 ordinary shares of NPR 100 paid up) 5035936 6431165 (e e
1.4 Bottlers Nepal (Terai) Limited

(500 ordinary shares of NPR 100 paid up) 3566254 3100,000 3566,254 3445000
1.5 Butwal Power Company Limited 8,006.771 7049683 8006771 7301468

(19,637 ordinary shares of NPR 100 paid up)

1.6 Chhimek Laghubitta Bikas Bank Limited
(7810 ordinary shares of Rs 100 paid up including 5,695,059 8,512,900 5,695,059 4,945,700
1666 bonus shares)

1.7 Chilime Hydropower Company Limited
(45177 ordinary shares of NPR 100 paid up including 14,979,440 17980,446 14,979,440 19,614,087
1411 bonus shares)

1.8 Citizen Investment Trust

(15175 ordinary shares of Rs 100 paid up including 25885314 36,844,500 25885314 24,763,655
2736 bonus shares)

1.9 Civil Laghubitta Bittiya Sanstha Ltd. - - 1,500 8,880
1.10 Everest Insurance Co. Ltd.

(11,141 ordinary shares of NPR 100 paid up) 6330237 4590092 GlEzEE = 20Ent
1.11 First Micro Finance Development Bank Ltd.

(8,122 ordinary shares of NPR 100 paid up) 3467554 4507710 SRl en BRI
1.12 Forward Community Microfinance Bittiya Sanstha Ltd.

(3,409 ordinary shares of NPR 100 paid up including 836 bonus share ) 4794838 5451351 AR SRR
1.13 Global IME Laghubitta Bittiya Sanstha Ltd. - - 1,600 25242
1.14 Gurans Life Insurance Company Ltd.

(2,589 ordinary shares of NPR 100 paid up including 550,898 1,203,835 550,898 1,064,385
300 bonus shares)

1.15 Himalayan General Insurance Co. Ltd

(5,784 ordinary shares of NPR 100 paid up) 2615021 2423496 S At ol
1.16 Himalayan Power Partner Ltd. - - 864,105 328,860
1.17 IME General Insurance Ltd.

(4197 ordinary shares of Rs 100 paid up including 237 bonus shares) 2542333 1842483 2542333 1517670
1.18 Jalabidyut Lagani Tatha Bikas Co. Ltd.

(21541 ordinary shares of Rs 100 paid up) 1958300 2864953 el S0
1.19 NRN Lagubitta Bittiya Sanstha Limited

(50 ordinary shares of NPR 100 paid up including 11 bonus shares) 2700 41500 =iy ST
1.20 Laxmi Laghubitta Bittiya Sanstha Ltd. - - 2,709,116 1,449,573

1.21 Life Insurance Co. Nepal
(13,410 ordinary shares of NPR 100 paid up)

1.22 Mahila Sahayatra Microfinance Bittiya Sanstha Ltd. 2,000 9,702

1.23 Nabil Equity Fund
(563,251 units of NPR 10 paid up)

1.24 National Life Insurance Co. Ltd.
(17,520 ordinary shares of NPR 100 paid up)

14,345,836 17,835,300 16,485,409 18,336,000

5,632,510 5255132 5,632,510 5255132

10,598,704 11,888,858 10,598,704 10,249,200

1.25 National Microfinance Bittiya Sanstha Ltd. - - 1900 42,920
1.26 Naya Nepal Laghubitta Bikas Bank Ltd.
(5,308 ordinary shares of NPR 100 paid up including 885 bonus 1,328,718 4,426,872 1,328,718 1,702,855
shares)

Countinue...
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Particulars

As at 31st Ashad 2077

Fair Value

As at 31st Ashad 2076

Fair Value

1.27 Neco Insurance Co. Ltd.

(7086 ordinary shares of NPR 100 paid up) 4330453 4290276 i SHEERAS
1.28 Nepal Doorsanchar Comapany Limited
(10,550 ordinary shares of NPR 100 paid up) 6,026,909 6910250 H0ZeEtE e R
1.29 Grameen Bikas Laghubitta Bittiya Sanstha Ltd.
(4,650 ordinary shares of NPR 100 paid up) 2778652 25M000 St LCEnE
1.30 Nepal Insurance Co. Ltd.
(6916 ordinary shares of Rs 100 paid up including 2,579,105 3,036,124 2,576,807 2,168,958
329 bonus shares)
1.31 Nepal Life Insurance Co. Ltd.
(22420 ordinary shares of Rs 100 paid up) 18,489,797 28,249,200 13,652,836 16,596,420
1.32 Nerude Laghubita Bikas Bank Limited
(3,290 ordinary shares of NPR 100 paid up including 2,602,242 3129613 2,602,242 1,546,300
329 bonus shares)
1.33 Ngadi Group Power Ltd. - - 270,099 166,924
1.34 Nirdhan Utthan Bank Limited
(4503 ordinary shares of Rs 100 paid up including 2,864,927 4,570,038 2,864,927 3,029,282
901 bonus shares)
1.35 NLG Insurance Company Ltd.
(9610 ordinary shares of Rs 100 paid up including 5,482,269 6,313,770 5,121,869 4,576,572
3604 bonus shares)
1.36 NMB Microfinance Bittiya Sanstha Ltd. - - 2,500 39,600
1.37 Prabhu Insurance Ltd.
(9006 ordinary shares of Rs 100 paid up including 3,229,492 4,277850 3229492 3121664
430 bonus shares)
1.38 Premier Insurance Co. Ltd.
(2088 ordinary shares of Rs 100 paid up) 1611620 1,286,208 1606852 1023120
1.39 Prime Life Insurance Company Limited
(21800 ordinary shares of Rs 100 paid up including 5,733,060 11,575,800 6,944,300 8,949,015
2867 bonus shares)
1.40 Prudential Insurance Co. Ltd.
(3205 ordinary shares of Rs 100 paid up including 2,220,724 1,580,065 2,100,544 1111665
1202 bonus shares)
1.41 Rastriya Beema Company Limited
(1 ordinary shares of Rs 100 paid up) 622 9188 g AT
1.42 Ridi Hydropower Development Company Ltd. - - 13,000 14,850
1.43 Rural Microfinance Development Centre Ltd.
(14428 ordinary shares of Rs 100 paid up) 4312632 10114028 L ST
1.44 Sagarmatha Insurance Co. Ltd. - - 575,037 2,250,600
1.45 Sana Kisan Bikas Laghubitta Bittiya Sanstha
(2987 ordinary shares of Rs 100 paid up including 2,017654 3,886,087 560,272 2,962,500
857 bonus shares)
1.46 Sanima Mai Hydropower Ltd.
(9958 ordinary shares of Rs 100 paid up) 2913981 2220834 SRR Sl
1.47 Shikhar Insurance Co. Ltd.
(4890 ordinary shares of Rs 100 paid up including 6,123,761 4,982,910 6,010,861 2,899,731
1129 bonus shares)
1.48 Siddhartha Insurance Ltd.
(6080 ordinary shares of Rs 100 paid up) 4938155 8526400 SRR SCcas
1.49 Soaltee Hotel Limited
(4601 ordinary shares of Rs 100 paid up including 962,744 708,577 962,744 976,244
600 bonus shares)

Countinue...
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Particulars As at 31st Ashad 2077 As at 31st Ashad 2076

Fair Value Fair Value

1.50 Summit Micro Finance Development Bank Ltd.
(3022 ordinary shares of Rs 100 paid up including 2,317,568 2,342,050 2,317,568 1,272,960
526 bonus shares)

1.51 Surya Life Insurance Company Limited

(20392 ordinary shares of Rs 100 paid up) 3,987,897 9135616 IR0 SRR
1.52 Swabalamban Laghubitta Bittiya Sanstha Limited - - 2,988,334 2,734,375
1.53 Swarojgar Laghu Bitta Bikas Bank Ltd. - - 1,955,052 1,206,135
1.54 Synergy Power Development Ltd. - - 61,600 55,440

1.55 Siddhartha Growth Scheme
(2,000,000 units of NPR 10 paid up)

1.56 United Insurance Co. (Nepal) Ltd.

20,000,000 20,000,000 = =

(8160 ordinary shares of Rs 100 paid up) 2401524 3019200 iz 2
1.57 United Modi Hydropower Ltd. - - 33,700 36,733
1.58 Vijaya laghubitta Bittiya Sanstha Ltd. - - 2,966,153 1,366,730
1.59 Mero Microfinance Bittiya Sanstha Ltd.

(175 ordinary shares of Rs 100 paid up) 10800 17950 10,800 71820
1.60 Asian Life Insurance Co. Ltd.

(2 promoter shares of NPR 100 paid up) 100 520 103 S
1.61Rastriya Beema Company Limited

(149 ordinary shares of Rs 100 paid up) 93192 1212264 SEfliE PR
1.62 Rural Microfinance Development Centre Ltd.

(12993 ordinary shares of Rs 100 paid up) 4128137 42487M SHllEEhET 1072200
1.63 Samata Microfinance Bittiya Sanstha Ltd.

(92188 ordinary shares of Rs 100 paid up including 13,588,698 30,422,040 654,350 159,850
4390 bonus shares)

1.64 Everest Insurance Co. Ltd. 663,600 1367016 663,600 663,600

(6,636 promoter shares of NPR 100 paid up)

1.65 Mero Microfinance Bittiya Sanstha Ltd.
(598598 ordinary shares of Rs 100 paid up)

1.66 INVEST-CITIZEN-MF Il
(2,000,000 units of NPR 10 paid up)

1.67 INVEST- NMB NIFTY
(1,000,000 units of NPR 10 paid up)

1.68 Invest NIC ASIA BAL Fund
(500,000 units of NPR 10 paid up)

Sub Total 315,771,041 554211597 275057530| 290,888,180

Investment in unquoted equity

37,023,000 201727526 37,023,000 46,046,000

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

10,000,000 10,000,000 = =

5,000,000 590,000 = =

1.1 General Insurance Company Nepal Ltd. Promoter Share

(35,000 promoter shares of NPR 100 paid up) 3,500,000 8733000 Siinel vl

1.2 Karja Suchana Kendra

(2,625 ordinary shares of NPR 100 paid up) 54000 768,081 SRaC El0E0lY

1.3 Nepal Clearing House Ltd.

(28,578 ordinary shares of NPR 100 paid up) 2,381,500 8,911,098| 2,381500.00| 2857800.00

1.4 Nepal Electronic Payment System(NEPS)

(Promoter 10,000 promoter shares of NPR 100 paid up) 1000000 1000000 [

1.5 Nepal Stock Exchange (430 ordinary shares of NPR 100 paid up) 14,300 43,000 14,300 43,000

Sub Total 6,949,800 14,455,178 6,949,800 8,380,100
Total 322,720,841 568,666,775| 282,007,330| 299,378,280
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4.9 Current tax assets

Figuresin NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Current tax assets 302,404,548 367,550,415
Current year income tax assets 192,621,451 323,343,492
Tax assets of prior periods 109,783,096 44,206,923
Current tax liabilities 154,400,991 257,767,318
Current year income tax liabilities 154,400,991 243,770,514
Tax liabilities of prior periods - 13,996,804
Total 148,003,557 109,783,096

410 Investment in subsidiaries

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Investment in quoted subsidiaries

Investment in unquoted subsidiaries

Total investment

Less: Impairment allowances

Net carrying amount

4.10.1 Investment in quoted subsidiaries

Particulars

As at 31st Ashad 2077

Figuresin NPR

As at 31st Ashad 2076

Total

Fair Value

Fair Value

4.10.2 Investment in unquoted subsidiaries

Particulars

Total

4.10.3 Information relating to subsidiaries of the Bank

Particulars

Figuresin NPR

Percentage of ownership held by the Bank
As at 31st shad 2076

Fair Value

Total

co | P ufraasT 068/069



4.10.4 Non controlling interest of the subsidiaries

Particulars
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As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Equity interest held by NCI (%)

Profit/(loss) allocated during the year

Accumulated balances of NCI as on Ashad end

Dividend paid to NCI

Net carrying amount

411 Investment in associates

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Investment in quoted associates 443,211,884 369,743,436
Investment in unquoted associates 40,084,022 39,123,417
Total investment 483,295,906 408,866,853
Less: Impairment allowances - -
Net carrying amount 483,295,906 408,866,853

4.11.1 Investment in quoted associates

Particulars

As at 31st Ashad 2077

Fair Value

Figures in NPR

As at 31st Ashad 2076

Fair Value

Nadep Laghubitta Bittiya Sanstha Ltd. 368,000

Promoter shares of Rs. 100 each 32,000,000 | 126,224,000 32,000,000 | 32,000,000
Deprosc Laghubitta Bittiya Sanstha Itd.
947225 Promoter shares of Rs. 100 each 46,485,168 719,184,855 46,485,168 | 271,055,388
356,855 ordinary shares of Rs. 100 each
Lumbini General Insurance Co. Ltd.
859,160 Promoter shares of Rs. 100 each 77456,555 | 314,668943 73,385,555 | 166,985,970
264,105 ordinary shares of Rs. 100 each

Total 155,941,723 | 1,160,077,798 | 151,870,723 | 470,041,358

4.11.2 Investment in unquoted associates

Particulars

As at 31st Ashad 2077

Fair Value

Figuresin NPR

As at 31st Ashad 2076

Fair Value

"Muktinath Capital Ltd.
(400,000 shares of Rs. 100 each)"

40,000,000

40,000,000

40,000,000

40,000,000

Total

40,000,000

40,000,000

40,000,000

40,000,000
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4.11.3 Information relating to associates of the Bank

Particulars

As at 31st
Ashad 2077

Figuresin NPR

Percentage of ownership held by the Bank

As at 31st
Ashad 2076

Nadep Laghubitta Bittiya Sanstha Ltd. 10.00% 10.00%
Deprosc LaghuBitta Bittiya Sanstha Itd. 12.97% 12.97%
Lumbini General Insurance Co. Ltd. 9.84% 9.84%
Muktinath Capital Limited (former: Vibor Capital Ltd.) 19.75% 19.75%

4.11.4 Equity value of associates

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Nadep Laghubitta Bittiya Sanstha Ltd. 63,957950 55,237,065
Deprosc LaghuBitta Bittiya Sanstha Itd. 238,467,032 201,848,211
Lumbini General Insurance Co. Ltd. 140,786,902 112,658,160
Muktinath Capital Limited. 40,084,022 39123417

Total 483,295,906 408,866,853

412 Investment properties

Particulars

As at 31st

Figuresin NPR

As at 31st

Investment properties measured at fair value

Ashad 2077

Ashad 2076

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 54,439,575 58,229,978
Addition/disposal during the year - (3790,402)
Adjustment/transfer - -
Accumulated depreciation (241,797) (146,995)
Accumulated impairment loss - =
Net amount 54197778 54,292,581

Total 54,197,778 54,292,581

ez | iffe aRide 2008 0u0



Lumbini Bikas Bank Ltd.

SAfoda [hIT sidb fa.

0

ddN Ui sainbiy

siayiQ

9 Juawdinbg

Asauiyoep

aJnyxi4
9 aJmyuing

S3JIYaA

S9110SS922Y
9 Jayndwo)

salyadold
ployasea]

Buiping

9S6'6S9'VLE |E9EVEL'DE |B60S'9LL'S |8V6'S66'SL |62L'0L0'SL |L8E'GBS'EL |9SY'V9S'VS |L86'ECe'6el |e8S'v69'el LL0¢C PUd peysy uo sy
veL'le9'eee |19S'9€8'8e |LLS'628'Y £99'09LVL |LLY'L9L'2e |lee'VLEYL |L9L'0V0'LS |VEG'ESY'OEL |28S'v69'6l 9/0¢ PUS peysy uo sy
086'c8L'evE |L99'EEB'Se |PSEL08'S |LELLL9'OL |€9e'9eL 2 |LOOCLL'SL |€20'6EL'89 |8SE'C6LEEL |28S'V69'6Y S.0¢ Pus peysy uo sy
anjeA 3oog 18N

- - - - - - - - - ssalboid ui yiom [eaden
LSP'€2L'0Le |S20'8v8'EE |ccl'ee0'slL |Ly6'686'€e |6LL'1L9V'8E |g6e'Shlle |€89'vSY'v9 |609'008'6 |- L£02 PU3 peysy uo sy
- waunsnpy
(668'069%C) |(L¥S'99/) (L8g'eeL) (BEL'OSE) (S¥8'09¢€) (085Z0€) |(eLBeLL) - - s|esodsi(
- Jeafi ayy Jog Juawiiedw)
881'S62'eS |[LEQ'B000L |EB8EE9ET |9/966E9 |¥LB'S900L |L60'S6SS |60LLLOSL cLeLsLe - JeaA 8y Joy abieyo uonerosidag
L98'SLLLOL | 625'909ve |0c9'e6E'LL |E0V'OV6LL |OLL'SSL'8e |VLLLS8'SL |L8V'9SS'6Y |LEE'6O0L - 9/0¢ PUS peysy uo sy
= - - - - - - - - wewisnlpy
(096'€02 ) (LcE'BCY) (89.'652) (598'86¢2) (ZLevl) (oer'ee) (esv'osoe) |- - s|esodsiq
- - - - - - - - - Jeafi auy Jos wuswiiedw)
0vS'8/8'6Y OLOBLE'S 2oL'EBS'e 8EE'ELLS 08E'COVOL |/8LV/8Y Ov/'€02'SL |velaLLe - JesA ay3 Joy ab1eyo uoneroaldag
L8e'vv¥'SLL |LP8'9LL'OL |Lee'6S0'SL |LEB'SeS'el |Lvv'S6t'8L |8LY'900LL |002'€0V'LE |cle'Lee'y - SL0c ‘L uemesys uo sy
juawliedw)| pue uoneldaldag

901'€8E'SeS |88E'C8S'V9 |LEY'EELe |688'S86'6E |80S'CES'ES |BLIVYLYE |BEL'BLO'GLL |LBS'YE0'BEL |28S'V69'6Y L£02 pua peysy uo se aoueleg
uonen|eAsy/auaunsnipy

(9ve'90Le) |(6L¥LLL) (£88'cel) (cL2'L9€E) (¥S8'09€) (66520€) |(SLe2LL) - - Jeafi ayy Buunp |esodsig
uonezijeude)

89€'08c Y |vLLOLB'LL 08E0LEE |LBO'9YIL 0og8L9Lge €82088% |00¥'S6SCl |02ELISL - uoisinboy
JeaA ey Buunp uonippy

S86'608'€8Y |EB0'EVY'ES |LEL'eee'ee |0L0'LOL2E |28LLLS'LS |S66'LLL'OE |SS9'96S'90L (LL2'EIVLEL |28S'v69'6Y 9/0¢ Pus peysy uo se aduejeg
- - - - - - - - - uonen|eAay/auswisnipy
(959LEVY) (L88'98Y) (LLL'6Se) (8cc'eer) (6ceBLL) (8ev'ee) (600'9S0E) |- - Jeafi syr Buunp |esodsig
= - - - - - - - - uonezijeude)
08E'0c00E [99¥'6LELL  [L2ESLIL LE9BCE'E | 008YVLY'S 8007/0% |L¥¥OLSE 0oLee uoisinboy
JesA a3 buunp uonippy

092’/ee'sSy [L0S'0SS'ey [L8S'998'02 [L99'€0e'6e |LLLlee'9y |vev'SLL'9e |€ege'erl'90L |LLS'62Y'LEL |28S'VE69'61 S.02 'L uemelys uo sy
1s0)

sJe|nanJed

juawdinb3 pue Ayadold gL'

|:?e

¥ ufdagT 008 /0l




qfeach oy S A,
% Lumbini Bikas Bank Lid.

4.4 Goodwill and Intangible Assets

Figuresin NPR

Particulars .
Goodwill
Purchased | Developed
Cost
As on Shrawan 1, 2075 - 6,827,834 - -| 6827834
Addition during the Year
Acquisition - 745,850 - - 745,850
Acquisition through business combination - - - - -
Capitalization - - - - -
Disposal during the year - - - - -
Adjustment/Revaluation - - - - -
Balance as on Ashad end 2076 -| 7573684 - -| 7573684
Addition during the Year
Acquisition - 435,500 - - 435,500
Acquisition through business combination - - - - -
Capitalization - - - - -
Disposal during the year - (23) - - (23)
Adjustment/Revaluation - - - - -
Balance as on Ashad end 2077 - 8,009,161 - -| 8,009,161
Amortization and Impairment
As on Shrawan 1, 2075 - 2,384,557 - -| 2384557
Amortization charge for the Year - 1,203,440 - -| 1203440
Impairment for the year - - - - -
Disposals - - - - -
Adjustment - - - - -
As on Ashad end 2076 -| 3587997 - -| 3,587,997
Amortization charge for the Year - 1,092,447 - - 1,092,447
Impairment for the year - - - - -
Disposals - (23) - - (23)
Adjustment - - - - -
As on Ashad end 2077 -| 4680421 - -| 4,680421
Capital Work in Progress
Net Book Value - - -
As on Ashad end 2075 -| 4,443277 4,443,277
As on Ashad end 2076 -| 3985687 - -| 3,985,687
As on Ashad end 2077 -| 3,328,740 - -| 3,328,740
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415 Deferred Tax Assets
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Figuresin NPR

As at 31st Ashad 2077

FREEHEE Deferred Tax Deferred Tax Al UL
Assets Liabilities -ﬁx Ass ?tS/
iabilities)
Deferred tax on temporary differences on following items
Loan and Advance to B/Fls - - -
Loans and advances to customers - - -
Investment properties - - -
Investment securities 73,783,780 (73,783,780)
Property & equipment - 5,288,048 (5,288,048)
Employees' defined benefit plan 10,232,803 10,232,803
Lease liabilities - -
Provisions 3,624,572 3,624,572
Other temporary differences -
Deferred tax on temporary differences 13,857,376 79,071,828 (65,214,453)
Deferred tax on carry forward of unused tax losses 24,618,803 24,618,803
Deferred tax due to changes in tax rate -
Net Deferred tax asset/(liabilities) as on year end of 2077 (40,595,650)
Deferred tax (asset)/liabilities as on Shrawan 1, 2076 (34,435,648)
Origination/(Reversal) during the year 75,031,298
Deferred tax expense/(income) recognised in profit or loss 5,363,185
E:rf:;zg ::is:?:;lzs‘/éincome] recognised in other 69,668.113
Deferred tax expense/(income) recognised in directly in equity
Deferred tax on temporary differences on following items
Loan and Advance to B/Fls - - -
Loans and advances to customers - - -
Investment properties - - -
Investment securities - 5,211,285 (5,211,285)
Property & equipment - 6,494,269 (6,494,269)
Employees' defined benefit plan 8,589,709 8,589,709
Lease liabilities -
Provisions 4,726,423 - 4,726,423
Other temporary differences -
Deferred tax on temporary differences 13,316,132 11,705,554 1,610,577
Deferred tax on carry forward of unused tax losses 32,825,071 32,825,071
Deferred tax due to changes in tax rate -
Net Deferred tax asset/(liabilities) as on year end of 2076 34,435,648
Deferred tax (asset)/liabilities as on Shrawan 1, 2075 (6,000,224)
Origination/(Reversal) during the year (28,435,425)
Deferred tax expense/(income) recognised in profit or loss (23,302,670)
E::;z::i;sﬁszsile[income] recognised in other (5132.755)
Deferred tax expense/(income) recognised in directly in equity
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416 Other assets

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Assets held for sale

Other non banking assets

Bills receivable

Accounts receivable 29667955 30,322,539
Accrued income - -
Prepayments and deposit 10,088,305 10,091,407
Income tax deposit 68,701,863 67,582,551
Deferred employee expenditure 550,774 2,826,285
Other 6,373,484 6,188,197
a. Stock 6,314,106 6,128,820

b. Gold coins 24161 24,161

c. Cash in transit 35217 35217
Total 115,382,380 117,010,979

417 Due to Bank and Financial Institutions

Particulars

As at 31st

Figures in NPR

As at 31st

Money market deposits

Ashad 2077

Ashad 2076

Interbank borrowing

Other deposits from BFls

1176,764,472

3,310,110,761

Settlement and clearing accounts

Total

1176,764,472

3,310,110,761

4.18 Due to Nepal Rastra Bank

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Refinance from NRB - 681687112
Standing Liquidity Facility - -
Lender of last report facility from NRB - -
Securities sold under repurchase agreements - -
Other payable to NRB 469,929,415 -

Total 469,929,415 681,687,112

et | iffe aRide 2068/0u0



4.9 Derivative financial instruments

Particulars
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As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

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 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Institutions customers: 9,808,101,288 6,019,091,647
Term deposits 6,532,871,888 2,881089/173
Call deposits 2,803,829,610 2,699,537073
Current deposits 407725354 408,739,650
Other 63,674,436 29,725,750

Individual customers: 18,250,718,435 15,477,308,980
Term deposits 10,722,291,407 8,531,985,368
Saving deposits 7306,221,326 6,746,742,729
Current deposits 181,139,508 178,017950
Other 41,066,194 20,562,934

Total 28,058,819,723 21,496,400,627
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4.20.1 Currency wise analysis of deposit from customers

Figuresin NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Nepalese rupee 28,058,727.267 21496,317.872
Indian rupee
United State dollar 92,455 82,755
Great Britain pound
Euro
Japanese yen
Chinese yuan
Other

Total 28,058,819,723 21,496,400,627

4.21 Borrowing

Particulars

As at 31st

Ashad 2077

Figuresin NPR

As at 31st

Ashad 2076

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 31st

Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Provisions for redundancy

Provision for restructuring

Pending legal issues and tax litigation

Onerous contracts

Other

Total

cc | P ufraasT 068/069



4.221 Movement in provision

Particulars
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As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Balance as at Shrawan 1

Provisions made during the year

Provisions used during the year

Provisions reversed during the year

Unwind of discount

Balance as at Ashad End

4.23 Other liabilities

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Liability for employees defined benefit obligations 34,109,344 28,632,364
Liability for long-service leave 12,081,908 15,754,742
Short-term employee benefits - -
Bills payable 2,959,579 7025449
Creditors and accruals 80,383,030 74,755,294
Interest payable on deposit - -
Interest payable on borrowing - -
Unpaid Dividend 59,392,903 3,449,296
Liabilities under Finance Lease - =
Employee bonus payable 59,828142 143,023,873
TDS Payable 31,258,910 34,030,476
Other 26,485,222 24,424,458
a. Provision for general expense 4,250,485 14,630,560

b. Liabilities under Operating Lease - S

c. Auction and bidding proceed 15,566,050 2,076,170

d. ATM and VISA payable 2156,845 3,247412

e. ASBA payable - -

f. Remit Payble 289,667 1139671

f. Other 4,222175 3,330,645
Total 306,499,038 331,099,952

¥ ufdaasT 08/06l9 3
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4.23.1 Defined benefit obligations Figures in NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

The amounts recognised in the statement of financial position are as follows:

Present value of funded obligations 49,574,275 44,668,380

Total present value of obligations 49,574,275 44,668,380

Fair value of plan assets 15,464,931 16,036,016

Present value of net obligations 34,109,344 28,632,364

Recognised liability for defined benefit obligations 34,109,344 28,632,364
4.23.2 Plan assets Figures in NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Plan assets comprise:

Equity securities - -
Government bonds - -
Bank deposit - -
Other 15,464,931 16,036,016

Total 15,464,931 16,036,016
Actual return on plan assets 1,304,258 1,549,391

4.23.3 Movement in the present value of defined benefit obligations Figuresin NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Defined Benefit Obligation as at Shrawan 1 44,668,380 39,471,814
Actuarial losses (3,562,084) 1165,247
Benefits paid by the plan (2176,799) (5951,503)
Current service costs and interest 10,644,778 9,982,822
Defined Benefit Obligation as at Ashad End 49,574,275 44,668,380
4.23.4 Movement in the fair value of plan assets Figures in NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Fair Value of Plan Asset as at Shrawan 1 16,036,016 20,235,770
Contributions paid into the plan - -
Benefits paid during the year (2,035,703) (5951,503)
Actuarial (losses) gains 89,976 (69471)
Expected return on plan assets 1,374,642 1,821,220
Fair Value of Plan Asset as at Ashad End 15,464,931 16,036,016
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4.23.5 Amount recognised in profit or loss Figures in NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Current service costs 7158,380 7063137
Interest on obligation 2,272,116 2,919,685
Expected return on plan assets (1,374,642) (1,.821,220)
Total 8,055,854 8,161,602
4.23.6 Amount recognised in other comprehensive income Figuresin NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Actuarial (gain)/loss 3,652,060 1,234,718
Total 3,652,060 1,234,718
4.23.7 Actuarial assumptions Figures in NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Discount rate 9% 8%
Expected return on plan asset 8% 8%
Future salary increase 5% 8%
Withdrawal rate 5% 5%
4.24 Debt securities issued Figures in NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

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

Debt securities issued at amortized cost - -
Total - -

4.25 Subordinated Liabilities Figures in NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Redeemable preference shares - -

Irredeemable cumulative preference shares (liabilities component) - -
Other - -
Total - -

¥ ufdaasT 08/06l9 29
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4.26 Share capital

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Ordinary shares 2,716,311,729 2,209,766,313
Convertible preference shares (equity component only) - -
Irredeemable preference shares (equity component only) - -
Perpetual debt (equity component only) - -

Total 2,716,311,729 2,209,766,313

4.26.1 Ordinary shares Figures in NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

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 2,716,311,729 2,209,766,315
277163117 Ordinary share of Rs. 100 each 2,716,311,729 2,209,766,315
Subscribed and paid up capital 2,716,311,729 2,209,766,313
Ordinary share of Rs. 100 each 2,716,311,729 2,209,766,313

Total 2,716,311,729 2,209,766,313

Reconciliation of the number of shares outstanding at the beginning and end of the year

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2076

Balance as at the beginning of the year 2,209,766,313 273,282,669
Add: Issue of bonus share during the year 506,545416 -
Add: Issue of right share during the year - 36,483,644
Balance as at the end of the year 2,716,311,729 2,209,766,313

4.26.2 Ordinary share ownership

Particulars

As at
31st Ashad 2077

Figuresin NPR

As at
31st Ashad 2076

Percent

Amount Percent

Amount

Domestic ownership
Nepal Government
"A" class licensed institutions
Other licensed institutions
Other Institutions 10.51 285,402,047 918 202,796,20117
Public 8949 | 2430909681 90.82 | 2,006,970,111.63
Other
Foreign ownership
Total 100 2,716,311,729 100 | 2,209,766,313
Share Ownership
Promoter 5101| 1385513030 5101 1127138,682
Public 4899 | 1,330,798699 48.99 1,082,627631
Total 100 2,716,311,729 100 | 2,209,766,313
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Notes to the consolidated financial statement for the year ended 31st Ashad 2077
Shareholder holding more than 0.5%

BOID/SH NO. ‘ Name of Shareholder ‘ SI\::::;bse'::L ‘ Holding % ‘ Type
1301120000929415 Syakar Company Pvt. Ltd 1,666,003 613 Institutional
1301250000229824 Chintamani Bhattarai 1041622 383 Individual
13010100003339705 Prem Bahadur Shrestha 555,757 205 Individual
1301060001038807 Mingma Dorje Sherpa 501,989 185 Individual
1301520000022838 Mana Prasad Wagley 442777 163 Individual
1301250000082813 Sushil Raj Parajuli 411147 151 Individual
1301460000001638 Kanchha Gurung 398,385 147 Individual
1301100000334400 Sudhir Prasad Sharma 344,971 127 Individual
1301580000020869 Pushpa Jyoti Dhungana 287216 106 Individual
1301180000044311 Rajesh Kumar Agrawal 272,615 1.00 Individual
1301300000002345 | Shrawan Kumar Agrawal 272,615 100 Individual
1301010000146909 Vijay Kumar Sarawagi 240,946 0.89 Individual
1301250000086573 Ramiji Prasad Bastola 231145 0.85 Individual
1301370000530001 Deepak Sherchan 203,660 075 Individual

42617 Shyamukapu International 197074 073 Institutional
1301280000076813 Shyam Kumar Chhetri 186,540 0.69 Individual
1301010000339699 Shanti Shrestha 184,324 068 Individual
1301010000147030 Chiranjibi Lal Sarawagi 179,245 066 Individual
1301370000112677 Ramesh Karmacharya 1737155 064 Individual
1301310000002141 Binod Bahadur Shrestha 161,533 0.59 Individual
1301100000339694 Mankaji Makaju 158,014 0.59 Individual
1301090000774721 Harpal Investment Company Pvt. Ltd 150,374 0.55 Institutional
1301250000060198 Bijay Bahadur Rajbhandary 145118 0.53 Individual
1301250000017272 Shanker Ghimire 144,657 0.53 Individual
1301250000230540 Surya Raj Parajuli 142,472 0.52 Individual
1301090000771256 Bil Bahadur Gurung 140,708 0.52 Individual
1301250000153603 Mohan Das Manandhar 135,224 0.50 Individual
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4.27 Reserves

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Statutory general reserve 720,291,742 644,579,577
Exchange equalization reserve 848105 502152
Corporate social responsibility reserve 3,785,608 7,028,036
Capital redemption reserve - -
Regulatory reserve 201,153,656 166,224,583
Investment adjustment reserve 40,000,000 40,000,000
Capital reserve - 363,000,867
Assets revaluation reserve - =
Fair value reserve 172162154 12,159,665
Dividend equalization reserve - -
Actuarial gain/(loss) 2,980,705.7 424,264
Special reserve 5,475,000 5475,000
Deferred Tax Reserve - -
Other reserve 287,354,184 222,547,327

Total 1,434,051,154 1,461,941,470

4.28 Contingent liabilities and commitments

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Contingent liabilities 99,870,000 104,634,000
Undrawn and undisbursed facilities 1,498,776,829 1,730,662,950
Capital commitment - -
Lease Commitment 14173776 13,420,179
Litigation 264,894,539 264,894,539

Total 1,877,715145 2,113,611,668

4.28.1 Contingent liabilities

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Acceptance and documentary credit

Bills for collection

Forward exchange contracts

Guarantees 98,870,000 104,634,000
Underwriting commitment - =
Other commitments - =

Total 99,870,000 104,634,000
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4.28.2 Undrawn and undisbursed facilities Figures in NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Undisbursed amount of loans -

Undrawn limits of overdrafts 1498,776,829 1,730,662,950
Undrawn limits of credit cards

Undrawn limits of letter of credit -

Undrawn limits of guarantee -
Total 1,498,776,829 1,730,662,950

4.28.3 Capital commitments Figures in NPR

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

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

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

4.28.4 Lease commitments Figures in NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Operating lease commitments =

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

Not later than 1year

Later than 1 year but not later than 5 years

Later than S years
Sub Total - =
Finance lease commitments

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

Not later than 1year 14173776 13,420,179
Later than 1 year but not later than 5 years - -

Later than 5 years - -
Sub Total 14,173,776 13,420,179
Grand Total 14,173,776 13,420,179

¥ ufdaasT 08/06l9 ’Y



qfeach oy S A,
% Lumbini Bikas Bank Lid.

4.28.5 Litigation
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 Interest income Figures in NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Cash and cash equivalent 193,504,799 199,001,023
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions - 383,562
Loan and advances to bank and financial institutions 134,657486 124,880,572
Loans and advances to customers 3,033,988,595 2,839,997604
Investment securities 71,554,547 69,097,941
Loan and advances to staff 7809105 9,663,766
Other - -
Total interest income 3,441,514,532 3,243,024,468
4.30 Interest expense Figures in NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Due to bank and financial institutions 140,169,254 209,799,481
Due to Nepal Rastra Bank 7469158 22,819,044
Deposits from customers 2144122346 1,845,751,609
Borrowing - =

Debt securities issued - -
Subordinated liabilities - -
Other - -
Total interest expense 2,291,760,758 2,078,370,134

2% | ¥ URIIET 008/009



feach [(pry S 1A,

% Lumbini Bikas Bank Lid.

4.31 Fees and Commission Income Figures in NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Loan administration fees - -
Service fees 101,522,276 121,169,828
Consortium fees 1,716,560 2,580,262
Commitment fees 396,648 2,021,372
DD/TT/Swift fees - -
Credit card/ATM issuance and renewal fees 1119,408 1,571,018
Prepayment and swap fees 4,757167 973136
Investment banking fees - -
Asset management fees - -
Brokerage fees - =
Remittance fees 4,219,215 793731
Commission on letter of credit - -
Commission on guarantee contracts issued 1,703,972 2,078,748
Commission on share underwriting/issue - -
Locker rental 859,550 735,350
Other fees and commission income 692,998 982,557
Total fees and Commission Income 119,787,794 140,049,584

4.32 Fees and commission expense

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

ATM management fees

3,363,472

3,070,861

VISA/Master card fees

Guarantee commission

Brokerage

DD/TT/Swift fees

Remittance fees and commission

Other fees and commission expense

Total fees and Commission Expense

3,363,472

3,070,861
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4.33 Net trading income

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

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 13,481 24,514
Other - -
Net trading income 13,481 24,514

4.34 Other operating income

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Foreign exchange revaluation gain 1,383,815 (297935)
Gain/loss on sale of investment securities 2,690,925 -
Fair value gain/loss on investment properties - -
Dividend on equity instruments 15,710,668 12,873163
Gain/loss on sale of property and equipment 399,612 1,239,990
Gain/loss on sale of investment property - 3103925
Operating lease income 6,647056 6,163,985
Gain/loss on sale of gold and silver - -
Locker rent - -
Other 1,321,229 16,465,956
a. Income from Insurance Claims - 130,010

b. Others 1,321,229 16,335,946
Total 28,153,305 39,549,084

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

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Impairment charge/(reversal) on loan and advances to B/Fls

Impairment charge/(reversal) on loan and advances to customer

178,040,667

(102,129,959)

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

(1.625,877)

Total

178,040,667

(103,755,835)
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Figuresin NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Salary 124,838,241 113,765,649
Allowances 100,086,391 93,421,245
Gratuity expense 9,270,136 8161602
Provident fund 11,294,761 10,244,125
Uniform - 7,020,000
Training & development expense 6,227,877 5653,068
Leave encashment 8,478,873 SI9GESar2
Medical - =
Insurance 1649108 2,194,749
Employees incentive - =
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS 2,376,202 3,892,271
Other expenses related to staff - -
Subtotal 264,221,591 254,316,082
Employees bonus 59,828142 95,016,246

Grand total 324,049,733 349,332,328

4.37 Other operating expense

Particulars

As at 31st
Ashad 2077

Figures in NPR

As at 31st
Ashad 2076

Directors' fee 2,018,200 1,625,200
Directors' expense 2,015,581 2,446,767
Auditors' remuneration 2,100,000 200,000
Other audit related expense 425,000 350,000
Professional and legal expense 1,930,037 3176,290
Office administration expense 141,989,175 131,392,067
Operating lease expense 55112451 51,699,668
Operating expense of investment properties - -
Corporate social responsibility expense 7103444 2,734,921
Onerous lease provisions - -
Others 26118 17129,004

Total 212,721,007 196,653,917
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4.371 Office administration expense

Particulars

As at 31st
Ashad 2077

Figures in NPR

As at 31st
Ashad 2076

Water and electricity 12,338,487 12,209,235
Repair and maintenance

(8) Building 6,165 10,550

(b) Vehicle 2,659,909 1653187

(c) Computer and accessories 653,265 868,722

(d) Office equipment and furniture 2,015,051 2,514,733

(e) Other 369,350 365,304

Insurance 2478403 2,548,027

Postage, telex, telephone, fax 3,348,638 3,791,098

Printing and stationery 5,845,255 7409,398

Newspaper, books and journals 295,953 372,939

Advertisement 11,823,256 13,382,953

Donation - =

Security expense 46,972,379 42,831,046

Deposit and loan guarantee premium 7406,943 6,436,759

Travel allowance and expense 2,008,481 1442154

Entertainment - =

Annual/special general meeting expense 2432487 859,596

Other 41,335,154 34,696,368

a. ECC and other Bank charges 1107,370 1160,247

b. Internship expenses 170,700 318,180

c. Connectivity expense 8,440,595 7674189

d. Fuel expenses 4,486,296 4,736,920

e. Refreshment and guest hospitality 4,753,266 4,532,246

f. Cleaning and sanitation 4,213185 2,719,374

g. Annual maintenance contract expense 3,987,581 3,302,397

h. Registration and renewal expense 3,779,599 1,880,256

i. Asset written off expense 44784 47848

j- Vehicle, property and other expense 2,694,443 1,625,007

k. Office supplies and small accessories 2,589,492 2,383,098

l. RTS and related expense 725,018 330,097

m. Internet expense 1,400,395 922,639

n. Other office expense 2942429 1675407

0. Other writeoff expenses - 1,031,709

p. Other - 356,753

Total 141,989,175 131,392,067
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4.38 Depreciation & Amortization Figures in NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Depreciation on property and equipment 52,295,488 49,878,540
Depreciation on investment property 94,803 80,599
Amortization on intangible assets 1,092,447 1,203,440
Total 53,482,738 51,162,579
4.39 Non operating income Figuresin NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Recovery of loan written off 1,056,854 7836111
Other income 12,643,833 -
Total 13,700,688 7,836,111
4.40 Non operating expense Figures in NPR

Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Loan written off 1,298,145 503,564

Redundancy provision - -

Expense of restructuring - =

Other expense - -

Total 1,298,145 503,564

4.41 Income tax expense Figures in NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076

Current tax expense 154,529,271 257,767,318
Current year 154,400,991 243,770,514
Adjustments for prior years 128,280 13,996,804
Deferred tax expense 5,363,185 (23,302,670)
Origination and reversal of temporary differences 5363185 (23,302,670)

Changes in tax rate

Recognition of previously unrecognised tax losses
Total income tax expense 159,892,456 234,464,648
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4.41.1 Reconciliation of tax expense and accounting profit

Particulars

As at 31st
Ashad 2077

Figuresin NPR

As at 31st
Ashad 2076

Profit before tax 538,453,280 855/146,212
Tax amount at tax rate of 30% 161,535,984 256,543,864
Add: Tax effect of expenses that are not deductible for tax purpose 4,755116 3,098,672
Less: Tax effect on exempt income (8,061,297) (35,360,696)
Add/less: Tax effect on other items (3,700,531) 33,485,479
Total income tax expense 154,529,271 257,767,318
Effective tax rate 28.70% 30.14%

Statement of Total Distributable Profit or Loss
For the year ended 31 Ashad 2077 (15 July 2020)

(As per NRB Regulation) Figuresin NPR
Particulars As at 31st As at 31st
Ashad 2077 Ashad 2076
Opening Retained Earnings 522,039,599 174,684,691
Transfer From Retained Earnings During the Year (for Distribution) (517,392,710} -
Transfer to Retained Earnings during the Period 25101484 31995115
Net profit or (loss) as per statement of profit or loss 378,560,824 620,681,564
Appropriations:
a. General reserve 75,712,165 124,136,313
b. Foreign exchange fluctuation fund 345954 -
c. Capital redemption reserve - -
d. Corporate social responsibility fund 3,785,608 6,206,816
e. Employees' training fund - 8,754,060
f. Other - -
g.Investment Adjustment Reserve - =
Total Retained Earnings before regulatory adjustment 328,465,470 688,264,182
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) (38,069,975) (44,503462)
b. Short loan loss provision in accounts (-)/reversal (+) - =
c. Short provision for possible losses on investment (-)/reversal (+) 19,662,464 (28,868,726)
d. Short loan loss provision on Non Banking Assets (-)/reversal (+) - (52,070,592)
e. Deferred tax assets recognized (-)/ reversal (+) 5363185 (39,828,761)
f. Goodwill recognised (-)/ impairment of Goodwill (+) - =
g. Bargain purchase gain recognized (-)/reversal (+) - -
h. Actuarial loss recognized (-)/reversal (+) (7780,428) (953,043)
i. Other (+/-) (14104,319) -
Total Distributable Profit or (Loss) 293,536,397 522,039,599
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5. Disclosure and Additional Information

51

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.

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 Chairman and Board of Directors has the overall responsibility of ensuring that adequate structures, policies
and procedures are in place for risk management and that they are properly implemented. BOD approves the risk
management poalicies and also sets limits by assessing the risk appetite, Tolerance, skills available for managing
risk and the risk bearing capacity. Sub-Committees of the Board of Directors have been constituted to oversee
the various risk of management activities.

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

ii. Risk Management Committee

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

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

system.

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

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

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

5.1.1 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.
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The Development Bank measure, monitor and manage 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 putin place to manage and control credit risk and the quality of credit portfolio in accordance with these policies.

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

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

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

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

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

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

The monitoring has been undertaken with the following scopes:

- Monitor assessment of the exposure to all types of operational risk faced by the Development Bank.
- An effective risk reporting has been designed in line with authorities.
- Establish early warning system for increasing risk of future losses.

5.1.4 Liquidity Risk
Liquidity risk is the risk that a financial institution loses its ability to fund its assets or to meet its obligations as they
come due without incurring unacceptable cost or losses. Furthermore, Liquidity risk is the risk to an institution's
financial condition or safety and soundness arising from its inability (whether real or perceived) to meet its
contractual obligations.

Development Bank has Assets Liability Committee (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 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.
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Financial 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:

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

As at 31st Ashad 2077 | Carrying value | Level 1 | Level 2 | Level 3

Financial Assets
Financial Assets measured at FVTOCI
Investment Securities (Equity instruments)

-Quoted equity securities 554,211,597 554,211,597

-Unquoted equity securities 14,455178 14,455178
Financial assets carried at amortized cost
Cash and Cash Equivalents 4,811,555,306 4,811,555,306
Due from Nepal Rastra Bank 1,300,360,398 1,300,360,398
Placement with Bank and Financial Institutions - -
Loans and Advances to BFls 1,008,801,718 1,008,801,718
Loans and Advances to Customers 24,320,524,314 24,320,524,314
Investment Securities 1,367,807,062 1,367807062
Other Assets 98,369,818 98,369,818
Total Financial Assets 33,476,085,391 554,211,597 - | 32,921,873,794
Financial Liabilities
Financial liabilities carried at amortized cost:
Due to Bank and Financial Institutions 1176,764,472 176,764,472
Due to Nepal Rastra Bank 469,929,415 469,929,415
Deposits from Customers 28,058,819,723 28,058,819,723
Borrowings - -
Other Liabilities 260,307,786 260,307,786
Total Financial Liabilities 29,965,821,396 - - | 29,965,821,396

As at 31st Ashad 2076 | Carryingvalue | Levell | Level2 | Level 3

Financial Assets
Financial Assets measured at FVTOCI
Investment Securities (Equity instruments)

-Quoted equity securities 290,998,180 290,998,180

-Unquoted equity securities 8,380,100 8,380,100
Financial assets carried at amortized cost
Cash and Cash Equivalents 4125,966,766 4125,966,766
Due from Nepal Rastra Bank 832,739,821 832,739,821
Placement with Bank and Financial Institutions - -
Loans and Advances to BFls 1,206,137608 1,206,137,608
Loans and Advances to Customers 21144418 517 21144418 517
Investment Securities 1,367807,062 1,367807062
Other Assets 97,905,090 97,905,090
Total Financial Assets 29,074,353144 | 290,998,180 28,783,354,964
Financial Liabilities
Financial liabilities carried at amortized cost:
Due to Bank and Financial Institutions 3,310,110,761 3,310,110,761
Due to Nepal Rastra Bank 681687112 681687112
Deposits from Customers 21,496,400,627 21,496,400,627
Borrowings - -
Other Liabilities 286,712,846 286,712,846
Total Financial Liabilities 25,774,911,346 - 25,774,911,346
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5.2. Capital Management

q0% |

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 Palicy 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.

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

e Strengthen the governance and organizational effectiveness around risk and capital management.

e 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.

e Bring transparency on the capital assessment process by understanding the key drivers of capital requirement
including oversight for reviewing and validating capital requirements.

e 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.

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

e 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.

e 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 of the
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.

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

e Authorized capital of NPR 5,000,000,000 represented by 50,000,000 ordinary share of NPR 100 each.

e |ssue Capital as of date of financial position is NPR 2,716,311,729 ordinary Share represented by 27163,117.29 of
NPR 100 each

e Paid up Capital as of date of Financial Position is NPR 2,716,311,729 ordinary share represented by 27163117.29
of NPR 100 each.

¥ ufdag Q068/016
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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
Total Share Capital 2076/77 2,716,311,729

Regulatory Minimum paid up capital requirement

For the national level development bank, regulatory required minimum capital is NPR 2,500,000,000. the paid up
capital of the Development Bank stood at Rs 2,716,311,729 against the minimum required capital.

ii. Quantitative Disclosure

1. Capital Structure and Capital Adequacy

A. Tier 1 Capital and a Breakdown of its components;
Amount NPR. "000"

Particulars | Amount
Paid up Equity Share Capital 2,716,312
Irredeemable Non-cumulative preference shares -
Share Premium 76.31
Proposed Bonus Equity Shares
Statutory General Reserves 720,292
Retained Earnings 293,536

Un-audited current year cumulative profit/(loss) -

Capital Redemption Reserve -

Capital Adjustment Reserve -

Dividend Equalization Reserves -
Other Free Reserve 5475
Less: Goodwiill -

Less: Deferred Tax Assets -

Less: Fictitious Assets -

Less: Investment in equity in licensed Financial Institutions -

Less: Investment in equity of institutions with financial interests (40,000)

Less: Investment in equity of institutions in excess of limits -

Less: Investments arising out of underwriting commitments -

Less: Reciprocal crossholdings -

Less: Purchase of land & building in excess of limit and unutilized (5046)

Less: Other Deductions

Total Tier 1 Capital 3,690,645

¥ ufdagT 008 /0l q00



‘. qfeach oy S A,
% Lumbini Bikas Bank Lid.

B. Tier 2 Capital and its Components
Amount NPR. "000"

Asset Revaluation Reserve

| Particulars | Amount

a Cumulative and/or Redeemable Preference Share -
b Subordinated Term Debt -
c Hybrid Capital Instruments -
d General loan loss provision 264,515
e Exchange Equalization Reserve 848
f Investment Adjustment Reserve 40,000
g

h

Other Reserves

Total Tier 2 Capital 305,363

C. Details of Subordinated Term Debt
The Development Bank has not issued any subordinated term debt.

D. Deductions from Capital
* Investment in the equity of institutions with financial interest has been deducted from the Tier-I capital.
e Purchase of Land and building in excess of limit and unutilized has been deducted from the Tier-I capital

E. Total qualifying capital

Amount NPR. “000"

S.N. | Particulars | Amount
. Core Capital 3,690,645
2. Supplementary Capital 305,363
Total Capital Fund 3,996,009

F. Capital Adequacy Ratio

S.N. | Particulars | Percent (%)
1. Tier 1to Risk Weighted Exposure 1311%
2. Total Capital to Risk Weighted Exposure 14.20%

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 2.716 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 considera-
tion to the capital adequacy requirement according to BASEL-II.

H. Summary of the terms, conditions and main features of all capital instruments, especially in case of subordinated term
debts including hybrid capital instruments.
The Development Bank has not raised any capital through hybrid capital instruments.

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

i Risk Weighted Exposure for Credit Risk 26,608,187
ii. Risk Weighted Exposure for Operational Risk 1,525,920
iii. Risk Weighted Exposure for Market Risk 8910

Adjustments under Pillar Il

Add: 3% of the total RWE due to noncompliance to Disclosure Requirement (6.4 a 10)
Add: ... % of the total deposit due to insufficient Liquid Assets (6.4 a 6)
Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1) 28,143,017
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B. Risk Weighted Exposures for Credit Risk under each of 11 categories of Credit Risk;

G\ | Particulars | Amount (RWA)
1 Claims on government & central bank -
2 Claims on other official entities -
3 Claims on banks 850,806
4 Claims on corporate & securities firms 10,301,516
) Claims on regulatory retail portfolio 6,513,036
6 Claims secured by residential properties 1934134
7 Claims secured by commercial real state -
8 Past due claims 764,335
9 High risk claims 3,088,187
10 | Other assets 1,564,730
1 Off balance sheet items 1,591,443
Total Credit Risk Weighted Exposure 26,608,187

C. Total Risk Weighted Exposure Calculation Table

i. Risk Weighted Exposure for Credit Risk

Risk

Specific | Eligible Weighted

Book Value

A. Balance Sheet Exposures Provision |  CRM Exposures

Cash Balance 522,014 - - 522,014 0% -
Balance With Nepal Rastra Bank 1,300,360 - -| 1,300,360 0% -
Gold - - - - 0% -
Investment in Nepalese Government Securities 1,347,075 - -| 1347075 0% -
All Claims on Government of Nepal 177193 - - 177193 0% -
Investment in Nepal Rastra Bank securities - - - - 0% -
All claims on Nepal Rastra Bank - - - - 0% -
Claims on Foreign Government and Central Bank (ECA 0-1) - - - - 0% -
Claims on Foreign Government and Central Bank (ECA -2) - - - - 20% -
Claims on Foreign Government and Central Bank (ECA -3) - - - - 50% -
Claims on Foreign Government and Central Bank (ECA-4-6) - - - -| 100% -
Claims on Foreign Government and Central Bank (ECA -7) - - - -| 150% -
Claims On BIS, IMF, ECB, EC and MDB's recognized by the ) ) ) B 0% )
framework

Claims on Other Multilateral Development Banks - - - -| 100% -
Claims on Domestic Public Sector Entities - - - -| 100% -
Claims on Public Sector Entity (ECA 0-1) - - - - 20% -
Claims on Public Sector Entity (ECA 2) - - - - 50% -
Claims on Public Sector Entity (ECA 3-6) - - - -| 100% -
Claims on Public Sector Entity (ECA 7) - - - - 150% -
i:elzmzr%r;:;)smestic banks that meet capital adequacy 4254028 ) | 42540028 50% 850,806
Claims on domestic banks that do not meet capital o

adequacy requirements ) ) ) -| 100% )
Claims on foreign bank (ECA Rating 0-1) - - - - 20% -

Continued...
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A. Balance Sheet Exposures

Book Value

Specific
Provision

Eligible
CRM

Net Value

Risk
Weight

Risk
Weighted
Exposures

Claims on foreign bank (ECA Rating 2) - - - - 50% -
Claims on foreign bank (ECA Rating 3-6) - - - -| 100% -
Claims on foreign bank (ECA Rating 7) - -| 150% -
Claims on foreign bank incorporated in SAARC region
operating with a buffer of 1% above their respective - - - - 20% -
regulatory capital requirement
Claims on Domestic Corporates 9,390,818 -1 276,333| 9114485| 100%| 9114485
Claims on Foreign Corporates (ECA 0-1) - - - - 20% -
Claims on Foreign Corporates (ECA 2) - - - -| 50% -
Claims on Foreign Corporates (ECA 3-6) - - - -| 100% -
Claims on Foreign Corporates (ECA 7) - - - - 150% -
Regulatory Retail Portfolio (Not Overdue) 8,880,145 196,098 | 8,684,047 75% | 6,513,036
Claims fulfilling all criterion of regularity retail except granularity - - - -| 100% -
Claims secured by residential properties 3115150 - -| 3115150 60% | 1,869,090
Claims not fully secured by residential properties - - - -| 150% -
Claims secured by residential properties (Overdue) 54,860 11,023 - 43837| 100% 43,837
Claims secured by Commercial real estate - - - -| 100% -
E?Os;edrtéz;s(’:]laims (except for claims secured by residential 989080 | 479523 ) 509557 150% 764,335
High Risk claims 2,078,560 -| 19769| 2058791| 150% | 3088187
Lending Against Securities (Bonds & Shares) 1187,031 - - 1187031 100% 1187031
ame| || arme| oox| ammo
netutions ot ated nthe stock exchange 6950 | o] 8e%0| 150%| 10425
Staff loan secured by residential property 42414 - - 42414 50% 21,207
Interest Receivable/claim on government securities 20,732 - - 20,732 0% -
Cash in transit and other cash items in the process of collection 35 - - 85 20% 7
Other Assets (as per attachment) 2,367,128 | 1,283,948 -| 1083179| 100%| 1083179
TOTAL (A) 36,044,693 | 1,774,494 | 492,200 | 33,777,999 - | 25,016,744
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Book Value Spef:iﬁc LD Net Value Ri_s . We?;llfced

B. Off Balance Sheet Exposures Provision |  CRM Welght | ¢, posures
Revocable Commitments - - - - 0% -
Bills Under Collection - - - - 0% -
Forward Exchange Contract Liabilities - - - - 10% -
LC Commitments With Original Maturity Upto 6 months 5
domestic counterparty ) ) ) || 20% )
Foreign counterparty (ECA Rating 0-1) - - - - 20% -
Foreign counterparty (ECA Rating 2) - - - -1 50% -
Foreign counterparty (ECA Rating 3-6) - - - -| 100% -
Foreign counterparty (ECA Rating 7) - - - -1 150% -
LC Commitments With Original Maturity Over 6 months 5
domestic counterparty ) ) ) | S0% -
Foreign counterparty (ECA Rating 0-1) - - - - 20% -
Foreign counterparty (ECA Rating 2) - - - -1 50% -
Foreign counterparty (ECA Rating 3-6) - - - -| 100% -
Foreign counterparty (ECA Rating 7) - - - -| 150% -
giodeet;Qidc, Eg&i;nrw;anriz Bond and Counter guarantee 99.870 ) 9763 90108 50% 45054
Foreign counterparty (ECA Rating 0-1) - - - - 20% -
Foreign counterparty (ECA Rating 2) - - - -|  50% -
Foreign counterparty (ECA Rating 3-6) - - - -1 100% -
Foreign counterparty (ECA Rating 7) - - - -1 150% -
Underwriting commitments - - - - 50% -
Lending of Bank's Securities or Posting of Securities as collateral - - - -| 100% -
Repurchase Agreements, Assets sale with recourse - - - -| 100% -
Advance Payment Guarantee - - - -| 100% -
Financial Guarantee - - - -| 100% -
Acceptances and Endorsements - - - - 100% -
Unpaid portion of Partly paid shares and Securities - - - -| 100% -
Irrevocable Credit commitments (short term) 1499 - - 1499 20% 300
Irrevocable Credit commitments (long term) 2,562,390 -| 2562390 50% 1281195
Claims on foreign bank incorporated in SAARC region operating
with a buffer of 1% above
their respective regulatory capital requirement - - - - 20% -
Other Contingent Liabilities 264,895 - - 264,895 100% 264,895
Unpaid Guarantee Claims - - - -| 200% -
TOTAL (B) 2,928,653 - 9763 | 2,918,891 1,591,443
Total RWE for credit Risk Before Adjustment (A) +(B) 38,973,346 | 1,774,494 | 501,962 | 36,696,890 26,608,187
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 adjustments under Pillar Il | 38,973,346 | 1,774,494 | 501,962 | 36,696,890 26,608,187

¥ ufdagT 008 /0l 999



Lumbini Bikas Bank Ltd.

SAfoda [ehIA s fa.

0

“"PaNURU0Y

(8npJanQ) sanJadoud [enuspisal g painoas swie)

saJadoud |enuapisas Ag painoas ANy 10U swie))

saiadoyd |enuspisal fig painaas swie)

Ayuejnuelb ydaoxa |ieyal fiueinbay jo uoaio jje bulyins swie|)

LLe'erlL

eveLL

698'SelL

(anpsanQ 10N 0ljoj110d [1Ie1ay fioieinbay

(£ v23) seelodio] ubiaio4 uo swiey

(9-€ v03) seresodio] ublaio4 uo swie;y

(2 v03) saresodio) ubiaio4 uo swie|)

(L-0 ¥23) seeJodiog ubiaio4 uo swiey

oov'eyL

00v'6iL

sayesodio) opsawoq uo swie)

1uawayinbay |eudeo AioienBal aAndadsal Jisyl anoqe %L
40 Jayng e yum Bunesado uoibas 9YyyS Ul parelodioaul sueq ubialoy uo swieln

(£ Buney v03) xueq ubiaioy uo swiely

(9-€ Buney vo3) sueq ubiaioj uo swier)

(2 Buney v23) »ueq ubiaioy uo swie|)

(L-0 Buney v03) »ueq ubiaioy uo swiey

syuawavinbas fioenbape |exided 188w 10U Op 1843 SHueq 213SaWOop UO Swie|)

s1uawalinbal figenbape |eyded 188w 18y Syueq J1SaWwop Uo swie|)

(£ v03) fanug Jo1osg a1gnd Uo swiely

(9-€ v03) fnu3 103083 2)gnd Uo swiep)

(2 ¥23) fnug 101083 a1jgnd Uo swiej)

(L-0 v03) firnug Jo10ag d1gnd Uo swiely

syueg wawdojaAa( |eJa1e|n|niA JAUIQ Uo swie)

(£~ v23) »ueg [enua] pue Juswulanob ubieso4 uo swie)

(9-1-¥03) ¥ueg |eua) pue Juawuianob ubieso4 uo swie)

E
(e-vo3

)
) ueg [enua) pue Juswulanob ublaio4 uo swie;)
)

(2- vO3) »ueg |enua) pue 1uawuianob ublaio4 uo swie;)

syueg
ublasoq
J083),9
/998

syueq | sublasanog

sanuNJag
opsawop | JayQ 4o guN
J0831,9 | @9),9/98s |40881,9 | M09

sueg
yum

sysodag

saJnsodxd 18ays aouejeq

sainsodxa }pal)

syuebiiy upa1] 31qiby3

P ufraasT 068/069

1R



Lumbini Bikas Bank Ltd.

SAfoda [hIT sidb fa.

0

“pPBNUNUOY

95JN0J3aJ YlIM 8|es S1aSssy ‘wucmEmw‘_md\ mwmco;:amw_

|eJ81€]|00 Se S811INJ3S 0 Bunsod Jo Sennodas sxueg o BuipuaT

S1UBWWWO2 Bunumispun

(£ Buney vo3) Aiedserunoo ubiesog

(9-€ Buney vo3) Aisedssrunoo ubiesog

(2 Buney vo3) Asedisrunoo ubisog

(L-0 Buney v23) Asedisunoo ubialoy

6786

fvsediaiunoo ansawop asiuelent J8)UN0OY pUB puog 92UBWIOLIS ‘puog pig

(£ Buney vJ3) Aedserunoa ubiesog

)
(9-¢€ Buney vo3) Aisedseiunoo ublesoy
(2 Buney vo3) Asediarunoo ubiaioy

(L-0 Buney vo3) Asedisunos ubiaiod

fysedarunoo ansawop syauow g JanQ Aasme [euiBiQ Yu siuawywwo)

(£ Buney vo3) Aisedssiunoo ubiesog

(9-€ Buney va3) fedserunod ubiesog

(2 Buney vo3) Aisedisiunoo ubiesoy

(L-0 Buney y93) Arsedisunoo ubiaiog

Ayedisaunoo ansswop sywuow g 01dn faunieln [eulbuo Y siuswiwwo) I

sanljiger 10enu0) abueyox3 psemiod

saJnsodx3 198Us souejeg 10

000'L8%

EYELL 8S9'€9Y

|1eloL

s1888Y Jay10

abueyoxa 3203s ay3 ul
Pa3S|| 30U SUORNASUI JO syuawnisul [eyded Jayio pue Aynba ul syuawisanu|

abueyoxa 3201s Ul
pa1s]| SUOIN1ASUI JO S1UBLWNISUI [evded Jaylo pue fiunba Ul SyuswisaAy|

(saJeys g spuog) saniindas 1suleby BuipuaT

68E'88L

68£'88L

SWwiefo sty YBiH

(senJadoud |enuapisal fiq pasnoas swie|o Joj 1dedxs) SWwiejd anp 1sed

syueg
ubiaioq
J0931,9
/988

syueq sublasanog

sanunJag
JayrQ jo 4N
891,9/98S |j08819 | BIN09

I4/sjueq | >ueg
Jaylo yum [ yum
sysodag | susodeq

Jnsawop
109831,9

21e1s7 |eay [elosswwo) Ag panoas swie)

sainsodxa }pas)

| a2

¥ ufdaasT 08/06l9




SAfoda [ehIA s fa.

>

Lumbini Bikas Bank Lid.

0

660'c6Y

EVeELL 9SLYVLY

[e301 puesg

660'LL

660'LL

|e10L

swie|] asyueleng piedun

sanyqer wasbunuo) Jayio

HE\_mu mCO: S1UsauIWWod 11pal]) 8|qedoAal]|

HE‘_wu. tocwu S1UsunIWwod 1ipal) 8|gedoAal]|

sanNoag pue saleys pied fijued Jo uouod piedun

Siluswissliopuy pue mmocﬂ.&moo(

991UBJENY [BIoUBUI

osclL

syueg
ubiasoq
J0931,9
/988

syueq | suBlasenog sanunJag 14/s¥ueq jueg

onsawop | JayQ 4o guN YoM | yum
J0931,9 | @9,9/985 |J0881,9 | M09 susodag |susodag

ao1ueleng swhied aoueapy

sainsodxa }pas)

99% | ¥ URIIET 008/009



ii. Risk Weighted Exposure for Market Risk
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Currency | Open Position (FCY) | Exchange Rate | Open Position (NPR) | Relevant Open

Position

United States Dollar 135 120.85 16,321 16,321
Euro 432 138.20 597 597
Great Britain Pound (0.08) 153.00 (9) 9
Swiss Franc - - - -
Australian Dollar 0.89 84.98 76 76
Canadian Dollar 0.84 88.51 75 75
Singapore Dollar oM 86.56 S 9
Japanese Yen 28719 114 327 327
Chinese Yuan - - - -
Indian Rupee 30.37 160 49 49
Saudi Arabian Riyal 556 3199 178 178
Qatari Riyal - - - -
Thai Baht - - - -
Emirati Diram 4M 31.80 131 131
Malaysian Ringgit 174 2787 48 48
South Korean Won - - - -
Swedish Kroner - - - -
Danish Kroner - - - -
Hong Kong Dollar - - - -
Kuwaiti Dinar - - - -
Bahraini Dinar - - - -
(a) Total Open Position 17,801 17,801
(b) Fixed Percentage 5%
(c) Capital Charge for Market Risk (=axb) 891
(d) Risk Weight (reciprocal of capital requirement of 10%) in times 10
(e) Equivalent Risk Weight Exposure (=cxd) 8910

iii. Risk Weighted Exposure for Operational Risk

Financial Year

Particulars
2073/074 2074/075 2075/076
Net Interest Income 742,638 784,010 1,094,773
Commission and Discount Income 7445 8,863 10,123
Other Operating Income 88,498 110,326 144,286
Exchange Fluctuation Income - 721 -
Addition/Deduction in Interest Suspense during the period 32,878 8,867 18,411
Gross income (a) 871,460 912,787 1,267.593
Alfa (b) 15% 15% 15%
Fixed Percentage of Gross Income [c=(axb]] 130,719 136,918 190,139
Capital Requirement for operational risk (d) (average of c) 152,592
Risk Weight (reciprocal of capital requirement of 10%) in times (e} 10
Equivalent Risk Weight Exposure [f=(dxe]] 1,525,920

¥ ufdaasT 08/06l9 9%
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D. Details of Non- Performing Assets

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

Amount NPR. “000"

Net Amount

| Gross Amount |

Non-Performing Loans

Loss Provision |

a | Restructured and rescheduled - - -
b | Sub-Standard 152,800.44 38,2001 114,600.33
¢ | Doubtful 23392942 116,964.71 116,964.71
d |Loss 30442119 298,873.32 554787

Total 691,151.05 454,03814 2,37112.91

5.3 Classification of financial assets and financial liabilities

Fair Value
through Other

Fair Value
through Profit
or Loss

As at 31st Ashad 2077 :
Comprehensive

Amortized Cost

Income
Financial Assets

Cash and Cash Equivalents - - 4,811555306| 4811555306
Due from Nepal Rastra Bank - -| 1300,360,398| 1,300,360,398
Placement with Bank and Financial Institutions - - - -
Loans and Advances to BFls - - 1,008,801,718 1,008,801,718
Loans and Advances to Customers - -| 24,320,524,314| 24,320,524,314
Investment Securities - 568,666,775 1,367807,062 1936,473,837
Other Assets - - 98,369,818 98,369,818
Total Financial Assets - 568,666,775| 32,907,418,616| 33,476,085,391
Financial Liabilities

Due to Bank and Financial Institutions - - 1176,764,472 1176,764,472
Due to Nepal Rastra Bank - - 469,929,415 469,929,415
Deposits from Customers - -| 28,058,819,723| 28,058,819,723
Borrowings - - - -
Other Liabilities - - 260,307,786 260,307,786
Total Financial Liabilities - -| 29,965,821,396 | 29,965,821,396

Fair Value
through Other

Fair Value
through Profit
or Loss

As at 31st Ashad 2076 .
Comprehensive

Amortized Cost

Income
Financial Assets

Cash and Cash Equivalents - - 4125,966,766 4125,966,766
Due from Nepal Rastra Bank - - 832,739,821 832,739,821
Placement with Bank and Financial Institutions - - - -
Loans and Advances to BFls - - 1,206,137,608 1,206,137,608
Loans and Advances to Customers - - 21144418517 21144,418,517
Investment Securities - 299,378,280 1,367,807,062 1,667185,341
Other Assets - - 97,905,090 97,905,090
Total Financial Assets - 299,378,280 | 28,774,974,864 | 29,074,353,144

Financial Liabilities

Due to Bank and Financial Institutions - - 3,310110,761 3,310,110,761
Due to Nepal Rastra Bank - - 681687112 681687112
Deposits from Customers - -| 21496,400627| 21496400627
Borrowings - - - =
Other Liabilities - - 286,712,846 286,712,846
Total Financial Liabilities - -| 25,774,911,346| 25,774,911,346
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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 pravision for loss created for such loans.

b. Treasury and Remittance
The balance lying with the Development Banks invested in governmental 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.

2. Information about profit or loss, assets and liabilities

: : Treasury and LT

Particulars Banking Remittance Components

(Unallocated)
a. | Revenues from external customers 3459,408,884 115,872,017 27888898 | 3,603/169,799
b. |Inter Segment revenues - - - -
c. |NetRevenue 3455,408,884 115,872,017 27888898 | 3,603,169,799
d. |Interestrevenue 3,331,259,025 110,255,507 - 3,441,514,532
e. |Interest expense 2,284,291,600 7469158 - 2,291,760,758
f. | Netinterest revenue 1,046,967425 102,786,348 - 1149753774
g. |Depreciation and amortization 51,348,859 1719917 413962 53/482,738
h. | Segment profit /(loss) 429,075197 89,410,273 19,954,156 538,453,280
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 30160,746,651| 4,069,990,037| 265847201| 34,496,583,889
m. | Segment liabilities 29,746,109,259 341,350| 306157688 | 30,052,608,297
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3. Measurement of operating segment profit or loss, assets and liabilities

(a) Segment Assets and Liability Explanation
Business Banking includes all Loan and advances provided to the customer and Bank and Financial Institution,
Investment properties (related  to NBA) and other assets are allocated on the basis of gross revenue generated by
each reportable segment. Segment Liabilities of Banking includes deposit from customer and BFIS and other liability
allocated on the basis of revenue generating ration of each segment.

Treasury segment assets includes Balance with NRB/other 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.

(b) Segment Profit or Loss Explanation
Interestincome on business banking includes interest income from total loan portfolio and Interest expenses includes
interest expenses on depasit portfolio.

Interest income on Treasury and remittance includes interest income from the development bond and call deposit
on BFls, Interest expenses includes Interest expenses on borrowing from central bank and interbank borrowing/
placements.

Loan administration fee and service fee and their related expenses included in Business Banking Segment. All other
fee/revenue from external customers not falling under above two segments are included on other segment.

(c) Basis of accounting for any transactions between reportable segments.
There is no any identifiable inter-segment revenue in absence of transfer pricing policy in the Development Bank.

(d) Nature of any differences between the measurements of the reportable segments’ profits or losses and the entity's

profit or loss before income tax.
Not Applicable

(e) Nature of any differences between the measurements of the reportable segments’ assets and the entity’'s asset.
Not Applicable

(f) Nature and effect of any asymmetrical allocations to reportable segments.

(@) Theincome. expense, asset and liabilities that are not identifiable to particular segment have been allocated on the
basis of gross revenue of the segment.

Reconciliations of reportable segment revenues, profit or loss, assets and liabilities

Revenue | Amount
Total revenues for reportable segments 3,575,280,901
Other revenues 27,388,898
Elimination of intersegment revenues -
Entity’s revenues 3,603,169,799
Profit or loss | Amount
Total profit or loss for reportable segments 518,496,475
Other profit or loss -
Elimination of intersegment profits -
Unallocated amounts: 19,956,805
Profit before income tax 538,453,280
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Assets Amount
Total assets for reportable segments 34,230,736,688
Other assets
Unallocated amounts 265,847,201
Entity’s assets 34,496,583,889
Liabilities Amount
Total liabilities for reportable segments 29,746,450,609
Other liabilities
Unallocated liabilities 306157688
Entity’s liabilities 30,052,608,297
Information about products and services
Gross Revenue from each type of product and services
Revenue Amount
Interest Income on Overdraft Loan 1,058,292,225
Interest Income on Demand Loan 254,433,978
Interest Income on Term Loan 831,172,359
Interest Income on Home Loan 363,582,359
Interest Income on Educational Loan 3448185
Interest Income in Auto and Hire Purchase Loan 190,423,248
Interest Income on Other loan Product 475102,832
Fees and Commission-Banking 114,449171
Other Write back and Non-Operating-Banking 13,700,688
Interest Income in Development Bond 71,554,547
Interest Income in Call Deposit and Placement 193,504,799
Other Revenue from Treasury Function 5,616,511
Other unallocated Income 27,888,898
(h) Information about geographical areas
Net Revenue on the basis of geographical areas
| Areas Amount
(a) | Domestic
Province 1 241787069
Province 2 349,788,851
Bagmati 2/494,975,770
Gandaki 458,988,910
Lumbini 56,030,010
Karnali 334,466
Sudurpaschim 1,264,723
(b.) | Foreign -
Total
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(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

5.6.

5.7

qr0o |

The Development Bank does not have a policy for share options to its employees. Similarly, during the year the
Development Bank has not made any payments or settlements by issuing new shares.

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 Chequeholder. 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.

Related Party Disclosures

a. Entity Relationships

Relationship Related Parties
Muktinath Capital Limited (Former :Vibor Capital Limited)

Nadep Laghubitta Bittiya Sanstha Limited

Associates - — —
Deprosc Laghubitta Bittiya Sanstha Limited

Lumbini General Insurance Company Limited

b. Those charges with governance
Those charged with governance of the Development Bank include members of Board of directors namely:

Name | Designation

Mr. Dasarath Risal Chairman
Mr. Chinta Mani Bhattarai Director
Mr. Keshav Khatiwada Director
Mr. Prabin Krishna Shrestha Director
Mr. Pratap Kumar Acharya Director
Mr. Ram Chandra Sigdel Director
Mrs. Anju Kumari Gupta Director

c. Key Management Personnel (excluding Directors)

Name | Designation

Mr. Naresh Singh Bohra Chief Executive Officer

Mr. Paban Dhakal Senior Deputy Chief Executive Officer
Mr. Umesh Regmi Deputy Chief Executive Officer
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d. Transactions with related parties

Related Party | Nature of transactions | 2076/77 | 2075/76
_ Meeting Allowances 2,019,200 1,625,200
Those Charged with Telephone and Newspaper 1,554,392 1,575,669
Governance
Travelling Expenses 214,850 612,632
Chief Executive Officer Short term employee benefits 9,739,742 6,908,067
Key Management Personnel
(excluding CEQ and Directors) Short term employee benefits 12,386,405 5,256,237
Muktinath Capital Limited (Associates) ?e’fgt'zgirtﬁoef‘gf; sgéjss“are 725018 528,585

5.8. Merger and Acquisition
The Development Bank has not entered into any merger or acquisition for the fiscal year ended on 15 July 2020.

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
The 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.

The Loan loss provision of fifteen borrowers of Rs 33,734,035 which were settled after reporting period has been
written back and adjusted in the financial statements.
There are no material events except mentioned above that have occurred subsequent to Ashad End 2077 till the
signing of this financial statement as on 2077/08/23.

6. Other Explanatory Notes

6.1. Reserves

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 75,712,165 to the statutory general reserve.

ii. 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, the Development Bank has transferred Rs 345,954 to the Exchange Equalization Reserve.

Corporate Social Responsibility Reserve

As per the NRB Directives, on the 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 3,785,608 and NPR 7,028,036 respectively for current year and previous year.

Particulars | 2078/77 | 2075/78
Opening as on Shrawan 1 7,028,036 3,556,141
Addition during the year 3,785,608 6,206,816
CSR expense during the year (from CSR reserve) (7028,036) (2,734,921)
Closing as on Ashad End 3,785,608 7,028,036
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iv. Regulatory Reserve

As per the NRB Directive 4/077 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 in the Statement of Changes in Equity. Accordingly, the bank has credited the following

amounts.
Particulars As at 31st Transfer to As at 31st
Ashad 2076 | Reserve-2077 | Ashad 2077

Accrued Interest Recognized as Income (net of staff 44503462 38069975 82573436
bonus and tax)
Investment Properties (net of accumulated depreciation 52070,592 ) 52070,592
and Income Tax)
Deferred Tax Assets-Addition/(Reversal) 39,828,761 (5,363185) 34,465,576
Fair Value Loss in Investment in Equity/(Reversal) 28,868,726 | (19,662,464) 9,206,262
Actuarial Gain (Through Profit or Loss Account ) 953,043 7780,428 8,733,471
Other Regulatory Adjustment - 14,104,319 14,104,319

Total 166,224,583 34,929,073 | 201,153,656

VI

. Investment Adjustment Reserve

Investment adjustment reserve is created against the unquoted share investment.

Staff Training Development Fund

As per the NRB Directives 2077, 6(6), the Development Bank shall spend 3% of the total Personnel expenses
(Salary & Allowances) of preceding year on Staff training and development. Further if such amount could not be
spent, short amount shall be credited to Staff training and development fund which shall be spent in the next
year. However, this provision is not mandatory for the FY 2076/77.

Accordingly, the Development Bank has spent NPR 5,551,197 during FY 2075/76 from the allocated reserve of
previous fiscal years.

The Development Bank has not credited to Staff training and development fund for FY 2076/77.

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 | 2078/77 | 2075/78
LLP as per NRB Directives (a) 759,751,701 581,711,034
Individual Impairment as per NFRS 98133990 99,237130
Collective Impairment as per NFRS 101,755,961 83,759,577
Total Impairment as per NFRS (b) 199,889,951 182,996,707
Impairment on Loan and Advances (Higher of a & b) 759,751,701 581,711,034
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Investment Properties/Non-Banking Assets
Non-Banking Assets has been shown under the investment Properties. It has been recognized at Cost Less
Accumulated Depreciation (aggregated with the accumulated impairment losses).

Details of the Investment properties (at cost) are as follow:

Name Of Borrower Date of Assuming As at 31st As at 31st
Non-Banking Assets Ashad 2077 Ashad 2076

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
Original Planner 2072.03.31 100 100
Madhukar Yak Thumba 2072.03.24 13,757698 13,757,698
Satya Suppliers 2075.09.26 6,005,376 6,005,376

Total 54,439,575 54,439,575

Other 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.

Accrued Interest income

Under NFRS compliant financial statements, interest income of loan and advances is recognized on accrual basis. In
line with circular:1 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 3 months of the expiry, and where the net realizable value of security is insufficient to cover pay
ment of principal and accrued interest;

v. 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 | 207877 | 207578
Accrued Interest Receivable 565,876,361 291,779,356
Interest Suspended/Not recognized (242,847,330) (189,542,911)
Recover Upto Ashwin End 2077 (191,960,084) (36,529,659)
Total Accrued Interest Recognized 131,068,946 65,706,786
Accrued Interest Income up to Previous Year (65,706,786) (44,402,662)
Accrued Interest Income recognized this year 65,362,160 21,304,124
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6.6.

6.7.

6.8.

6.9.
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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 | 2078/77 |  2075/78
Book Value of Staff Loan 53,761,821 63,637,968
Prepaid Expenditure 550,774 2,826,285
Amortized Cost of Staff Loan 53,211,048 60,811,683

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 | 207877 | 207578
Earning Attributable to Equity Holder 378,560,824 620,681,564
Weighted Number of Equity Share 27163117 21,870,945
Earnings Per Share 13.94 28.38

Proposed Distribution (Dividend and Bonus Share)

The Board of directors in its 378th meeting dated 2077/08/23 has passed a resolution recommending for
distribution of bonus shares (stock dividend) of NPR 190,141,821.00 and cash dividend of NPR 81,489,351.86
(including applicable taxes) from available Free Reserve.

Amount NPR
Particulars | 2076/77 | 207576
Cash Dividend 81489,351.86 388,044,532
Bonus Share (Stock Dividend) 190,141,821.00 129,348177
Total 271,631172.86 517,392,710
Unclaimed Dividend
At the reporting date, unclaimed dividend over the years are as follow:
Particulars | As at 31st Ashad 2077 | As at 31st Ashad 2076
Unclaimed Dividend for more than 5 years 4,730,333 3,449,296
Not Collected up to S years 54,662,570 =
Total 59,392,903 3,449,296
I AT 008 /06
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6.10.Non-Performing Assets
The Development Bank's non-performing assets ratio stood at 2.69% as at Ashad end 2077. The total non-
performing assets as at Ashad end 2077 is NPR 691,151,053 and loan loss provision related to non-performing
assets calculated as per NRB directives is NPR 454,038,141 which is 66.69 % of NPA.

. ‘ . . Change
Particulars This Year Previous Year
Amount %

Performing loans 25021686603 | 22396362128 | 2625324475 1.72%
Non-Performing Loans (NPL) 691,151,053 373,502,365 317,648,688 85%
Restructured/rescheduled - - -
Substandard 152,800,441 68,237,852 84,562,589 124%
Doubtful 233929424 56,626,549 177.302,875 313%
Loss 304,421187 248637964 55,783,223 22%
Gross Loans & Advances 25,712,837,655 | 22,769,864,493 | 2,942,973,162

Gross NPL to Gross Loan: 2.69%

Through the various circular, notice and directives, Nepal Rastra Bank has instructed to defer the installment and
interest payment of loans extended to professions/businesses that are affected by the COVID-19 pandemic. Bank
and Financial institutions are also allowed to restructure and reschedule loans for hard-hit industries and business
including tourism sector that need more time to recover.

The gross NPA of the Development Bank would be 5.15%, if no regulatory relaxation was provided during the reporting

time. The Total Loan Loss provision would be 917,774,321 against the actual Loan loss provision of Rs 758,735,084
as on Ashad end 2077.

6.11. Concentration of Deposits, Loans & Advances and Contingents

Loans & Advances and Bills Purchased

Deposits & Borrowings

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2076

As at 31st
Ashad 2077

As at 31st
Ashad 2076

Total Amount Outstanding 25,712,837655 22,769,864,493 | 29,705,261143 24,806,232,738
Highest Exposure of a Single Unit 481,772,623 454,896,234 | 1482132010 602,900,000
Concentration of exposure 1.87% 2.00% 4.99% 243%

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.

6.12.Interest Capitalization
As perthe Nepal Rastra Bank Directives 2(39), 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 56,029,272 during FY 2076/77 with
the approval from Nepal Rastra Bank.

6.13.Relief Measures in COVID-19 Pandemic
Nepal Rastra Bank was announced the relief measures for the borrowers of all Banks and Financial Institutions
(BFIs) considering the impact caused by COVID-19 pandemic on tourism, industries, businesses and other sectors
of Nepal.

As per NRB directives, facilities such as the rebate/reduction of interest, extension of loan payment schedule,
restructuring and rescheduling of loans has been provided to all professions, industry and businesses including
tourism manufacturing, education, health, communication and entertainment that have faced difficulties in repaying
the debt as a result of the measures taken to control the spread of COVID-19.
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Interest Rebate and Concession

In compliance of Nepal Rastra Bank Directives and Policy, the Development Bank has provided 10% rebate on
interest paid with in Chaitra End 2076. Accordingly, Interest rebate of Rs 3.089 Million was provided to our valued
customers.

Further, Nepal Rastra Bank was instructed to banks and financial institutions to reduce the existing interest rate
for the period Baisakh 1, 2077 to Ashad end 2078 by 2% to minimize the impact of COVID-19 to the borrowers.
The Development Bank has reduced the existing interest rate by 2% of total 10,186 borrowers on Rs 20.99 billion
outstanding loan. The total interest rebate from the reduction of Interest rate was Rs 97.28 Million upto Ashad end
2077.

Credit to Covid-19 affected Business/Profession

As per Circulars/Directives of Nepal Rastra Bank, additional working capital loan (10 to 20%) was provided for the
operation and continuation of COVID-19 affected businesses including tourism and cottage, small and medium
enterprises for payment of salaries to workers and employees of such sectors, and for providing opportunities to
develop entrepreneurship to thase who have lost jobs in the hard-hit sectors.

The Development Bank has extended such credit facilities of Rs 301.34 million to the total 404 affected borrowers
from this pandemic upto Ashad end 2077.

The Development Bank has taken all the precautionary measures to protect our valued customers, employees and
all other stakeholder from the infectious COVID-19 virus. The Development Bank has complied with all the directives
and policy related to COVID-19 pandemic issued by Nepal Rastra Bank on time to time.

6.14.Liability for employee defined Benefit Obligation

93% | 9% IRIIET 008/000

Liabilities relating to employees benefits like liabilities for defined benefit obligation gratuity and pension fund,
liabilities etc. were recognized on the basis of Actuarial Valuation.
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Condensed Consolidated Statement of Financial Position (Unaudited)
As on Quarter Ended 31 Ashad 2077 (15 July 2020)

Figures in NPR

SRS This Quarter Ending | " Me0iate Previeus

Assets

Cash and cash equivalent 4.811,504,667 4125,966,766
Due from Nepal Rastra Bank 1,300,360,398 832,739,821
Placement with Bank and Financial Institutions - =
Derivative financial instruments - =
Other trading assets - -
Loan and advances to B/Fls 1,008,767,300 1,206,137,608
Loans and advances to customers 24,249,834,797 21144,418,517
Investment securities 1,761,636,516 1,666,983,837
Current tax assets 158,366,370 109,783,096
Investment in susidiaries - -
Investment in associates 444,009,624 408,866,853
Investment property 54,292,581 54,292,581
Property and equipment 314,658,955 322,691,123
Goodwill and Intangible assets 3,328,740 3,985,687
Deferred tax assets 18,280,479 34,435,648
Other assets 113,323,338 117,010,979
Total Assets 34,238,364,765 30,027,318,517
Liabilities

Due to Bank and Financial Institutions 176,764,472 3,310,110,762
Due to Nepal Rastra Bank 469,929,415 681687112
Derivative financial instruments - S
Deposits from customers 28,058,819,723 21,496,400,627
Borrowing - -
Current Tax Liabilities - -
Provisions - -
Deferred tax liabilities - -
Other liabilities 308,173,566 331,099,952
Debt securities issued - -
Subordinated Liabilities - -
Total liabilities 30,013,687,176 25,819,298,452
Equity

Share capital 2,716,311,729 2,209,766,313
Share premium 76,312 14,272,683
Retained earnings 188,587,268 522088598
Reserves 1,319,702,281 1,461,941470
Total equity attributable to equity holders 4,224,677,590 4,208,020,064
Non-controlling interest - -
Total equity 4,224,677,590 4,208,020,064
Total liabilities and equity 34,238,364,765 30,027,318,517
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Condensed Consolidated Statement of Profit or Loss (Unaudited)

As on Quarter Ended 31 Ashad 2077 (15 July 2020)

Figuresin NPR

Parti Previous Year Corresponding
SIHEUISEE Upto This Upto This
This Quarter Quarter (YTD) This Quarter Quarter (YTD)
Interest income 796,879406| 3,397108,420 935,505,748 | 3,243,024,468
Interest expense 592,932981| 2,291,760,758 558,707152| 2,078,370,134
Net interest income 203,946,425| 105,347,662 376,798,596 | 1,164,654,334
Fee and commission income 20,874,777 118,816,983 37009,778| 140,049,584
Fee and commission expense 1,052,803 3,363,472 1,325,961 3,070,861
Net fee and commission income 19,821,974 115,453,511 35,683,817 136,978,722
Net interest, fee and commission income 223,768,399 1,220,801,173 412,482,414| 1,301,633,057
Net trading income (424) 13,481 8,838 24,514
Other operating income 18,138,903 41,535,105 19,632,215 39,549,084
Total operating income 241,906,877| 1,262,349,760 432,123,467 | 1,341,206,654
Impairment charge/(reversal) for loans and 247,815,840 205,412,746 (95927181)| (103,755,835)
other losses
Net operating income (5,908,963)| 1,056,937,014 528,050,648 1,444,962,489
Operating expense
Personnel expenses 56,484,794 309,891,616 110,724,999| 349,332,328
Other operating expenses 68,269,414 213,314,823 69,109,842 196,653 917
Depreciation & Amortisation 14,595,061 53,387935 13,443,655 51162,579
Operating Profit (145,258,232) 480,342,639 334,772152| 847,813,665
Non operating income - 1,056,854 (15,265,782) 7,836,111
Non operating expense - 1,298,145 45,847 503,564
Profit before income tax (145,258,232) 480,101,349 319,460,523| 855,146,212
Income tax expense (43,569,697) 144,166,457 97061612 234,464,648
Current Tax (43,569,697) 144,166,457 97,061,612 257767318
Deferred Tax - - -| (23,302,670)
Profit for the period (101,688,535) 335,934,892 222,398,911| 620,681,564
Other comprehensive income, net of income tax
a) Items that will not be reclassified to Profit or loss
- Gains/(losses) from Investments in equity 35477770 53,850,564 (13,401,622) (15,874,464)
instruments measured at fair value
- Gains/(losses) on revaluation - -
- Actuarial gains/(losses) on defined benefit plans (1,234,718) (1,234,718)
- Income tax relating to above items (10,643,331) (16,155,169) 4,020,487 5132755
Net other comprehensive income that will not be 24,834,439 37,695,395 (10,615,853)| (11,976,428)
reclassified to 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 - - - =
transalating 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 17,314,400 31071772 25147168 57,726,176
associate accounted as per equity method
Other comprehensive income for the period, 42,148,839 68,767,166 14,531,315 45,749,749
net of income tax
Total comprehensive income for the year (59,539,697) 404,702,058 236,930,227 666,431,312
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