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About this Report

The Annual Report has been prepared in accordance with the Nepal Financial Reporting Standard and other regulatory
compliances to present the Bank's performance during year 2077/78. Throughout this report, it has been our relentless effort
to keep our stakeholders aware of key developments, programs and initiatives, market challenges and business solutions, our
achievements, strategic direction, and the overall health of our development bank.

This report provides an in-depth and transparent disclosure of the Bank’s financial performance. In preparing this report, the
Bank was guided by the local statutory and regulatory requirements and is also in compliance with the following:

» Bank and Financial Institutions Act 2073
» Nepal Rastra Bank Act 2058

» Companies (First Amendment) Act 2063
» Securities Act 2063

» Directives issued by Nepal Rastra Bank
» Other relevant Legislation
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Audience

The Annual Report and Financial Statements
have been prepared to provide information to
the Bank's stakeholders including investors (equity
shareholders and prospective investors), employees,
customers, regulators, research analysts, credit rating
agencies and society at large. The annual financial
statements were approved by the Board of
Directors on October 25, 2021 and
signed on its behalf by the N
Chairman, Directors, CEO, v
and CFO.
24

Reporting & B
Publication Period ALY
This report covers the financial and L This report is published for a limited
non-financial performance of Lumbini | Lumbini Bikas . audience and dispatched upon request. Itis
Bikas Bank from the period st Shrawan Bank Limited available in soft copy (PDF format) on the
2077 to 31st Ashadh 2078. Bank’s official website. All formats may be
/ considered the audited, legally leading
document.

External Assurance

The Bank's financial statements are audited by
external auditors, Khagendra & Associates,
Chartered Accountants and provide an in-depth
and transparent disclosure of its financial
performance. They provide reasonable assurance
to the financial statements after reviewing with
due care and diligence. As a regulatory
requisite, the auditors are rotated
every three years to ensure
their independence
and transparency.



Letter of Transmittal

To All shareholders

Lumbini Bikas Bank Limited
Nepal Rastra Bank '
Office of Company Registrar
Securities Exchange Board of Nepal

Dear Sir(s),
Annual Report for the year erfded Ashadh 31,2078~

We are pleased to enclose a copy of Lumbini Bikas Bank Limited's Annual Report,
together with the Audited Financial Statements as on Ashadh 31, 2078, for
gour kind information and record.
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Yours sincerely,

Hari Krishna Subedi
Company Secretary
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Best Presented Annual Report (BPR) Award-2020

Presented to
Lumbini Bikas Bank Ltd.
RUNNER-UP
Category : Financiol Sector
g Tt

CA. Sanjay Kumar Sinha "“MM CA. Madan Krlshna Shanna
Larcutive Director 29 August, 2021 Pervldent

Best Presented Annual
Report (BPA}Award=2020/Runnef-Up
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Core Financial Highlights

Total Assets

44125
34,497
— 30027
S 25957
s 21515 l
A=
| l
o
z
2073/074 | 2074/075 | 2075/076 | 2076/077 | 2077/078
Total Deposit
37163
29,705
24,787
22183
17905
<
<!
E I
£
o
[a
z
2073/074 | 2074/075 | 2075/076 | 2076/077 | 2077/078
Net Profit
621
434
— 379
2 317
=
c
- 78
[a
z .
2073/074 | 2074/075 | 2075/076 | 2076/077 | 2077/078

(NPR in Million)

Total Loans And Advances

33,000

25767
22,768

18,386

13,166

in Numbers

(NPR in Million)

2073/074 | 2074/075 | 2075/076 | 2076/077 | 2077/078

Number of Deposit Account

268,867

218,840

216,621

194,420

183,862

2073/074 ‘ 2074/075 ‘ 2075/076 | 2076/077 | 2077/078

Total Operating Income

1523
1341 1294
1025
849 I
2073/074 | 2074/075 | 2075/076 | 2076/077 | 2077/078
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Earning Per Share Price Earning Ratio
28.38
918
1519 14.93
895 9861 1299
871 13.94
6.94
2073/074 | 2074/075 | 2075/076 | 2076/077 2077/078 2073/074 | 2074/075 | 2075/076 | 2076/077 2077/078
Book Net Worth Market Value Per Share
585
197 18
190 182 146
161 164
136 78
2073/074 ‘ 2074/075 ‘ 2075/076 ‘ 2076/077 2077/078 ‘ 2073/074 | 2074/Q75 | 2075/076 | 2076/077 2077/078

Return on Total Assets Shareholders Return

20%
2.07 17%
O,
122 13.68%
110 098
0.82
10%
2073/Q74 | 2074/075 | 2075/076 | 2076/077 2077/078‘ ‘2074/075 2075/076 | 2076/077 2077/078
Capital Adequacy Ratio
161 172 160
14.2
133

2073/074 \ 2074/075 \ 2075/076 \ 2076/077 2077/078 \
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Branches

Employees

Training Conducted

Training Participants

2077-078 | 2076-077

2077-078 | 2076-077

2077-078 | 2076-077

2077-078 | 2076-077

2077-078 | 2076-077




Financial Analysis: 4 years at a Glance

Vertical Analysis

Particulars

Net Interest Income

Net interest, fee and commission income

Total operating income

Operating Profit
Profit before income tax
Profit for the period

Earnings per share

Assets

Investment

Loans and advances to customers
Other Asset

Total Assets

Liabilities

Share capital

Reserve and Surplus

Deposits

Total Liabilities

For the year
2077-78

1,211,004,646
1,383,364,564
522,920,024
606,382,360
625,312,215
433,967179

14.93

For the year
2076-77

1149753774
1,266,178,095
1,294,344,881

526,050,737

538,453,280

378,560,824

13.94

Horizontal Analysis

5561157310
33,000,440,587
160,588,428

44125173171

2906,453,550
2,388118,245
37162,811,079

44125173171

2459769743
24,747091,835
115,382,380

34,496,583,890

2,716,311,729
1,727663,863
29,705,261143

34,496,583,890

For the year
2075-76

1164,654,334
1301633057
1,341,206,654
847,813,665
855,146,212
620,681,564

28.38

2170149,271
21611,717369
117,010,979

30,027,318,517

2,209,766,313
1,998,253,752
24,787,000,000

30,027,318,517

For the year
2074-75

797057556
904,936,299
1,025,468,359
505901574
506,791,029
317471749

1519

1964,160,185
17616,747032
76,521,536

25,956,928,119

273,282,669
1331307994
22183,000,000

25,956,928,119




PROFILE OF
LUMBINT BIKAS BANK LIMITED

Being client-centric, operationally-integrated and delivering exceptional services to stakeholders, Lumbini Bikas Bank has
emerged as a trustworthy development bank of Nepal. It stands with 77 branches, 17 ATMs and 585 staffs providing diversified
services to more than 13,835 loan customers and 268,867 deposit customers from common man to large corporate entities.
Continuous quality services to 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.

On the completion of 14th Fiscal Year (and four years after the latest merger of Vibor Society Development Bank and Lumbini
Finance & Leasing Co. Ltd. on 25th Ashad 2074) bank has grown figuratively as well as strategically.

Conceptually, the bank has come together as one unit and defined a lot of long term plans. The bank has plans to grow
technically, in context of network as well as intellectually.

In terms of technical growth, the bank has planned to systematize every processes within the banking as technically possible.
In the same line, the bank has already systematized some of the manual processes (prone to mistakes and delays) such as
credit disbursement process, asset management process, Human Resource IS etc. The bank has also established alternative
networks and backups of system. Further, for FY 2078/79, it has undertaken development in the line of upgrading DR site,
procurement of software as well as system protection.

In terms of growth regarding network, the Bank has, after the merger, successfully established 25 Branches. In FY 207879
alone, the bank has plans to establish more new branches and Provincial Office all over Nepal. The bank has taken the growth
strategy of market development and market penetration.

In terms of intellectual growth, the bank has worked in context of Human Resource while recruiting, training and relocating
human resource. The bank has not only devised manuals for appointing Trainees in entry level but also has established a
system of inter departmental rotation while the employee is on the training phase. In addition to that, the bank has devised
policies and practices of training calendars, succession planning, transfer and so on. The bank has conceptualized the practice
of quality over quantity and has established itself as the bank with outstanding productivity per staff.

Figuratively, the bank has improved and grown financially as well.

Fiscal Year | AGM | Cash Dividend |Stock Dividendl Total Dividend | Right Share
I I NN
-] o 1707%

2075/76 15.00% 5.00% 20.00% -

2076/77 300% 700% 10.00%
2077/78 0.6842% 13.6842%

R
o
A

o
c
@

°
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Our tHistory & Timeline

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 4th year of joint operation.

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

Lumbini Bikas
Bank Limited

Lumbini
Finance &
Leasing Co. Limited

Vibor Society
Development
Bank Limited

Society
Development Vibor Bikas
Bank Ltd. Bank Limited
(former H&B)

Vibor Bikas
Bank Limited

Himchuli Bikas
Bank Limited

Birgunj
Finance Limited

Bhajuratna
Finance Limited
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SHAREHOLDING STRUCTURE
The shareholding structure of current paid up capital of the development bank consists of 48.99% of public and 51.01% of
promoters.

Public Public

87.54%

Promoters Other Institutions

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.
C | Sharehoder)’
Business
Associates
Tiffe ufae 06/06¢
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Hfective Asseociation to the otfier
Business Assocates

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

Muktinath . I Lumbini
Capital Ltd. Lumbm,l B,Ikas General
19.75% Bank Limited Insurance

9.84%

DEPROSC
12.97%



Our ‘Efforts

Lumbini Bikas Bank has been acting as a responsible organization operating in Nepal and always responsible member
of the community. 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

» Women Entrepreneurship and Empowerment
Women already have a respected role in the domestic sphere, and women have tremendous capability to influence
people. If their power is acknowledged, and more women are encouraged to pursue entrepreneurship, Nepal will
undoubtedly take the economic leap that it had been craving in the past.

In order to introduce greater sector of women to the Banking Industry and also to motivate women, Lumbini Bikas
Bank Limited has introduced the ‘Nari Bachat Khata' As of Ashwin End 2078, 25,996 customers have utilized this
facility and joined with us.

Additionally, under ‘Mahila Uddhami Programme’ Lumbini Bikas Bank has induced 698 women in entrepreneurship
and has invested almost NRs. 10 crores in various regions.
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Contribution in ‘Natienal
Priorities Sectors-Tydrepewer Project

Nepal has endowed high potential of renewable water resources, possessing about 2.27% of the world's fresh
water resources. As the Hydroelectricity Sectors is National Priorities Sector of Government of Nepal, Lumbini
Bikas Bank had Joined the hand for the development of this sector through project financing:

Lumbini Bikas Bank had contribution through Consortium Financing (Leading Two Projects) in various Hydro
Electricity projects from which about 300 MW electricity will be produced:



Corporate Secial
Responsibilities (CSR)

Apart of investments in priority sector, Lumbini Bikas Bank Limited is also actively participating
in Social Activities and contribute in the sector of Corporate Social Responsibilities. During FY
2077/78, Lumbini Bikas Bank has contributed more than NRs. 3.3 Mlillions in CSR. Out of these
almost NRs. 0.5 Millions were invested in health sector in the time of pandemic.



OUR NETWORK
& BRANCICES

We believe in ever growing process so that we can serve to the clients widely. Lumbini Bikas Bank is always
concerned with the quality and timely services. We have added nine branches within this reporting period
reaching the count to 77.

Province Districts

of Branches

Okhaldhunga, Sunsari, Morang, Jhapa
Parsa, Rautahat, Mahottari, Dhanusha, Siraha, Saptari, Sarlahi M

Chitwan, Rasuwa, Nuwakot, Kathmandu, Bhaktapur, Lalitpur, o
Kavrepalanchowk

| Number

Bagmati

I ™ S N N




Owverall Operating Conteat

World Economics

In spite of the vaccinations and various precautionary measures from Covid-19 pandamic, the world still suffers from
economic downturn. The impact of the lockdowns, mass quarantine procedures has severely disrupted the supply
chains resulting in significant upheaval in almost all the economies in the world, such that this disruption is expected
to result in the worst-ever recession since World War Il which is much worse than the 2008-08 financial crisis.
The Severe downturn in global economy, estimated to be 4.4 percent GDP contraction globally,6 years’ reversal
in human development, 4 billion full time job losses and affecting 1.6 billion labors globally in informal sector. The
crisis threatens to leave long lasting scars on the global economy such as weaker productivity growth, heavier debt
burdens, heightened financial burdens and higher poverty and inequality. Pandemic could push additional 114 million
people into extreme poverty, defined as living on less than USD 1.90 a day
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The global economy is projected to grow 5.9 percent in 2021 and 4.9 percent in 2022.The 2021 global forecast is
unchanged from the April 2021 (World Economic Outlook database), but with offsetting revisions. Prospects for
emerging market and developing economies have been marked down for 2027, especially for Emerging Asia.

Most countries provided significant fiscal and monetary policy support to cushion the blow. Many-especially
emerging and developing economies—are resorting more to unconventional monetary policies to ease the pressure
on banks and borrowers.

India, Sri Lanka and Nepal announced debt service moratoria and targeted lending schemes to provide relief to
households and firms. Financial regulation requirements related to capital and liquidity coverage were loosened.
Malaysia and Thailand provided extra liquidity to firms through central bank lending operations, while Indonesia and
the Philippines used large-scale asset purchases.

While warranted, these more aggressive policies inevitably entail risks, which will increase the longer they are
used. Policymakers would be wise to focus on minimizing distortions and developing clear exit strategies for the
unconventional measures adopted.



National Context

Nepal has been continuously combating against COVID-19 pandemics and proactive in its response which has been
measured and has taken a multi-sectoral approach covering medical and health aspect, supporting and sustaining
livelihoods and businesses and ensuring the smooth functioning of logistical networks. Combating first wave of
pandemic, Nepal had imposed full lockdown measures at March-end, which was gradually removed by July and the
country operated under a “new normal”. However, outbreak of second wave of this pandemic obliged Nepal for second
phase lockdown from end of April 2021.

The pandemic has caused serious economic disruption, affecting segments such as services, tourism, transport,
construction, and manufacturing etc. International travel bans and global lockdowns severely impacted on tourism
revenue and remittance inflows of Nepal. Contributing about a quarter of GDP and the most important foreign exchange
source, a significant fall in remittance income would lead to falling domestic consumption, imports of goods and services,
and government revenues.

COVID-19 has also created a noteworthy impact in the banking and financial sectors. The emerging scenario drastically
reduced investment opportunities of Bank and Financial Institutions. The potential default on the repayment of loan and
instalments could impact on overall business and operating results of the Bank. The restrictions caused by COVID-19
have rendered severe implications on the operation, management, recording and reporting of the banking and financial
institutions. In this context, Our Bank has focused to cope with the impacts of the pandemic and create long term
financial stability of the bank through effective utilization of its resources.

Addressing a Glabal health Pandemic:

» Supporting the health and safety of Employees
Health and safety of our employees has always been our primary concern. We have taken every essential steps to
keep them and their families safe. We had made an special effort to manage to work from home. Along with employees
tested positive and those under high risk, were allowed to serve virtually. Special leave was granted to those affected
by the pandemic. There was provision of daily temperature check at the entrance, transportation facility to those
required even during lockdown.

A4

Delivering for our clients
Inspite of the crisis due to pandemic and complete lockdown declared by the government of Nepal, we continued to
serve relentlessly to our valuable clients.

v

Investing in the communities
Being an institute deeply rooted to the community, we have contributed to purchase sanitizer, shield, mask and others
safety items to community.
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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 identify and distribute the rights and responsibilities among stakeholders including
the board of Directors, managers and shareholders. A concern is established to ensure regular monitoring of actions, policies,
practices and decisions of this development so that there is no conflict of interest among stakeholders.

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

BOD LEVEL COMMITTEE
For the sake of serving best interest of the stakeholders, various sub-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.

The committee has conducted 10 meetings in this review year.

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. This is the 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 constituted in line with the spirit of Risk Management Guidelines (RMG) of Nepal Rastra
Bank and NRB Unified Directives. RMC highlights on risk governance and identifies the need of a strong risk management
framework, well defined risk management processes and effective risk assessment and measurement mechanisms. Risk
Management Committee, under the coordination of a non executive director , is formed by the board. The committee assists
the Board of Directors in fulfilling it's oversight responsibilities with regard to risk appetite that the bank is able and wiling
to assume in tis exposure and business activities, risk management, compliance framework and governance structure that
supports it.

Risk Governanace

Bank has prepared and implemented policies and procedures to mitigate the overall risk at enterprises level arising to the bank
and has inculcated risk culture among the employees by establishing ownership mentality, capacity building programs, well
defined job responsibilities, environment for speaking up and inhabiting good ethical culture. Through its Risk Management
Framework, the Bank seeks to efficiently manage operation, credit, market and liquidity risks that arise directly through the
Bank's commercial activities as well as strategies and policies and ensuring that procedures are put into place to manage and
control credit risk and quality of credit portfolio.

Composition of members of the Risk Management Committee is as follows:

Mr. Chintamani Bhattarai, Director Coordinator
Mr. Prabinkumar Shrestha, Member
Mrs. Anju Kumari Gupta, Member
Mr. Dipendra Man Chui Chui, RMD -Head

Total of S meetings were held during FY 2077/2078
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The main responsibility of this committee is to review the overall risk management structure and review and monitor the
effectiveness of the risk management system. This committee has been fulfilling the leading role in identification and mitigation
of various risks that may arise during the operation of the Bank. Terms of references of the committee are as follows:

1. To identify and monitor the risks associated with the Bank and risk management, and present the report to the Board of
Directors, along with recommendations.

2. To prepare and monitor procedures related to the business, operation, and risk appetite of the Bank, and prepare a strategy
for mitigation of risks and present it to the Board of Directors for approval.

3. To collect reports on risk management related to various areas of operation of the Bank through management committee,
and present it to the Board of Directors, along with necessary recommendations.

4. To analyze and review capital adequacy as per the risk assets (Internal Capital Adequacy Assessment Plan (ICAAP),
appropriateness of palicies as per the business strategy, and maximum level of risk the Bank may assume, and submit
necessary recommendations and opinions to the Board.

5. To suggest to the Board of Directors for development and implementation of necessary policies and mechanisms as per the
guidelines/directives issued by Nepal Rastra Bank, and necessary internal guidelines for risk management of the Bank.

6. To submit report relating to its work completion and procedure to the Board of Directors
Summary of major activities undertaken by the committee for risk management during review period are stated below:

» Prepared and submitted Integrated Risk Monitoring and Reporting Framework to mitigate operational risk, credit risk, market
risk and liquidity risk.

» Prepared the operation risk, credit risk, market risk, and liquidity risk management policies and credit risk review guidelines
required for risk management and submitted it to the Board for approval.

» Determined the risk tolerance and appetite limit in policies relating to business of the Bank.
» Reviewed the decision and updates of ALCO committee on quarterly basis.

» Took necessary action for mitigation of risks after review of risk report.

Major areas of discussion in Risk Management Committee in FY 2020/21:

» Discussion on Risk Appetite as on Ashad 2077.

» Discussion on economic condition of the country and it's impact on banking sectors.
» To review authority of Chief Executive Authority

» To discuss in Audit comments of Risk Department.

» Discussion of Stress Testing Policy

» Review the Decision of ALCO Committee

» Discussion of Effects of COVID-19 in Nepalese Business Sector.

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.

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.
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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 s 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 Policy of
the Bank. Bank has conducted an IS Audit of the bank's system and suggestions given by the audit with respect to safety
and security standards are being implemented.

The Bank has an on-line real time replication Disaster Recovery Site (DRS) which captures the record of each transaction
that takes place at the Production Server. Both the sites (Production Server and Disaster Recovery - Back up site) are
housed in well- conditioned and high shock resistant buildings and are at different seismic zone.

Bank has put in place a maer 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.

Tiffe ufae 06/06¢



¢ EEELEEEEETC

O~=gl Lumbini Bikas Bank Ltd. '~

(NPR in Million)

21,515

Our Position: Trend Analysis

Total Assets

44125

34,497

30,027

25,95Y

2073/074

2074/075 2075/076 2076/077 2077/078

Total assets of Lumbini Bikas Bank has been increased by NPR 9,623 Million in this fiscal year and has reached to NPR 44,125
Million. The total increment in the assets measures as 27.91% as compared to that of the Fiscal Year 2076/77.

(NPR in Million)

13166

22,768
15550 I

TOTAL LOANS AND ADVANCES

33,000

25,767

2073/074 2074/075 2075/076 2076/077 2077/078

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 7,234 Million in this review year. The total loans and advances has reached

Rs. 33,000 million in spite the unfavorable environment created by COVID-19 pandemic.
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Product- Wise Loan and Advances

Bank has diversified Loan portfolio in different as depicted in the table and adjoining pie-chart.

Sectors Amount in ‘000 Percentage
Agricultural and Forest Related 1867,244.59 5.66%
Fishery Related 7172744 0.22%
Mining Related 15,520.30 0.05%
Agriculture, Forestry & Bevarage Production Related 686,668.47 2.08%
Non-food Production Related 763,305.27 2.31%
Construction 4,973,640:19 15.07%
Electricity,Gas and Water 2,70213118 819%
Metal Products, Machinary & Electronic Equipment & Assemblage 100,555.69 0.30%
Transport, Communication and Public Utilities 906,160.22 2.75%
Wholesaler & Retailer 3,259,99816 9.88%
Finance, Insurance and Real Estate 5173,564.05 15.68%
Hotel or Restaurant 959,77790 2.91%
Other Services 1991,568.70 6.03%
Consumption Loans 2,041104.67 6.19%
Others 748747375 22.69%
Total 33,000,440.58 100.00%

Loan Mix

Bl Term

Il Revolving

Bl Real Estate Loan

mm Margin Nature

Il Hire Purchase

Il Residential Personal Home
Il Deprived Sector Loan

B Other
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TOTAL DEPOSIT

37163

29,705

24,787

22183

7505 I

2073/074 2074/075 2075/076 2076/077 2077/078

(NPR in Million)

With introduction of various new product and the increment in service quality, the figure of deposit has reached to NPR 37,163
Million which is NPR 7458 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.

TOTAL OPERATING INCOME

1523

1341
1294
1025

2073/074 2074/075 2075/076 2076/077 2077/078

(NPR in Million)

There is increase in the amount of the operating income of Fiscal Year 2077/78 by 229 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 reached to NRP 1,523 Million which was NPR 1,294 Million last

year.
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NET PROFIT

2073/074 2074/075 2075/076 2076/077 2077/078

(NPR in Million)

The most adverse impact of global pandemic is depicted in the figures of Net Profit of current and previous fiscal year. However,
bank has strategically managed to ensure a growth of 14.64% in net profit as compared to previous year.
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VALUE ADDED STATEMENT

Particulars

2077/78

% coverage

2076/77

Amount in Million

Change(%)

w.r.t.previous FY

Interest Earned 3453.90 333% 344151 0.36%
Other Income 33974 33% 161.66 110.16%
Interest Expense 2,24290 216% 2,29176 -213%
Other Operating Expense 2878 21% 216.08 172%
Value Added by Banking Services 1,330.96 128% 1,095.32 21.51%
Impairment charge for loans and other losses 294.32 28% 178.04 65.31%
Gross Value Added 1,036.63 100% 917.28 13.01%
Application Statement
To Employees 35879 35% 324.05 10.72%
- Salaries and other benefits 35879 324.05
To Government 191.35 18% 159.89 19.67%
- Income Taxes 191.35 159.89
To Shareholder 271.55 26% 51739 -4751%
- Dividend & Bonus Shares 27155 51739
To Expansion and Growth 21494 21% (84.05) 356%
- Reserves and Accumulated Profits 16415 (142.90)
- Depreciation and Amortization 4848 5348
- Deferred Taxation 2.32 5.36

Total of Value- Added allocation 1,036.63 100% 917.28 13.01%

Application of Value Added

Bl o Employees

I 1o Shareholder

I 1o Expansion and Growth

Il 1o Government
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MARKET VALUE ADDED
Particulars 2077/78 2076/77 Change(%)
Market Price Per Share 585.00 181.00 223%
Number of shares 29,064,535.50 27163117.29 7%
Total Market value (in Million) 1700275 4.916.52 246%
Book Value per share 18217 163.60 1%
Number of shares 29,064,535.50 27163117.29 7%
Total Book value (in Million) 529457 444398 19%
Market Value Added (in Million) 11,7088 47255 2378%

Market Value Added (in Million)

11,70818

472.55

2076/077 \ 2077/078
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Firm Registration Number 222 (ICAN)

Khag¢endra & Associates o Gt v abeans
Chartered Accountant_s : 01?322:5621 38@gmail.com

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, 2078 (July
15, 2021) 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 consclidated
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, 2078 (July 15, 2021), 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 reporl. 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 mosl 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 consclidated financial statements as a whole and in
forming our opinion thereon and we do not provide a separate opinion on these matters. We have
determined the matters described below to be the Key Audit Matter3 to be communicated to the

shareholders.
S, Key Audit Matters Auditors Response
N.
1 | Loan Loss Provision
Ref. Note numbet 4.7 and accounting policies

to the financial statements ~ ;

As per NRB Unified Directive 04/2077, Bikas Our audit approach regarding venification of
Bank shall measufe impairment loss on loans  impairment of loans and advances included:
and advances at the higher of: 2. Review of overdue status of lcans and

a. Amount derived as per norms prescribed advances by obtaining data from the
by Nepal Rastra Bank for loan loss system and matched same with NRB 2.2

provisioning; and Report.
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b. Amount determined as per para 63 of
NAS 39 adopting Incurred Loss Model

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

As per NAS 39 read with NFRS 9,
impairment of loans and advances should be
made on individual impairment basis for
loans and advances that are individually
significant and collective impairment basis
for homogeneous groups of loans that are not
considered individually significant. The
impairment of loans and advances under
incurred loss model require assessment of
future cash flows as well as historical loss
experiences of portfolios.

Owing to above facts, the calculation of loan
loss provision is regarded as Key Audit
Matters.

b. Sample credit files were reviewed,
among other things, from the perspective
of utilization of loans and advances for
intended purpose by way of scrutiny of
financial statements, account movement,
account turnover elc.

c. Expected future cash flows from
individually significant Ioans and
advances with indication of impairment
are assessed on the basis of realizable
value of collateral securities based on
management estimate.

d. Grouping of homogeneous group of
loans was assessed on the basis of nature
and purposes of loans and data of
historical loss experience in portfolios are
assessed on the basis of past due data
from the system as well as data of loan
loss provisions of the defined group in
the past.

]

1~

COVID 19 First and Second Wave Impact

The pandemic of COVID 19 has impacted
profitability of Bikas Bank and its borrowers.
Further, directives, notices and circulars
issued by Nepal Rastra Bank granted
relaxation on payment of interest and
repayment, of loan to Covid Impacted
Borrowers and also required additional
impairment charge for pass loans and
advances which has significantly impacted
financial performance of Bikas Bank,
accordingly we considered this as Key Audit
Matter.

We applied following procedures in respect ‘
of Covid 19 impact verification:

a. Verification of additional loan loss ‘
provision required as per NRB circulars
for those Dborrowers who were
categorized as pass loan, those borrowers
who were granted additional loan for
revival from Covid 19 Impact and for
restructuring and rescheduling of loans
of those borrowers with major impact by
Covid 19.

b. Compliances of regulatory requirements
regarding  relaxation  to impacted
borrowers.

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.

¥ T 066/06¢



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.

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 obtain 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 4 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:

¢ 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 o 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 désign 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 abijlity 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 dale of our auditor’s report. However, future events or conditions
may cause the Bikas Bank to cease to continue as a going concern.’
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e Evaluate 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
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) We have obtained satisfactory information and explanalions asked for, which to the best of our
knowledge and belief were necessary for the purpose of our audit.

2) The consolidated financial statements which include consolidated statement of (inancial
position as at Ashad 31, 2078, the consolidated statement of profit or loss, consclidated
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.

(]
S—

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.

4) 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.

5) We did not come across cases of accounting related fraud and the cases where the board of
directors or any director or any office bearer of the 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.

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

CA. Khagendra Bhattardi
For Khagendra & Associates
Chartered Accountants Date: October 25, 2021

UDIN: 211026CA00138uEcmL Placé: Baneshwor, Kathmandu
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Consolidated Statement of Financial Position
As at 31st Ashad 2078 (15 July 2021)

Figures in NPR

Bank
Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Assets

Cash and cash equivalent 41 4,264,391,045 4,811,555,306
Due from Nepal Rastra Bank 4.2 1,318,007,209 1,300,360,398
Placement with Bank and Financial Institutions 4.3 - -
Derivative financial instruments 44 - -
Other trading assets 4.5 - -
Loan and advances to B/Fls 46 2,516,006,709 1,008,801,718
Loans and advances to customers 47 29,673,539,871 24,320,524,314
Investment securities 4.8 4,977422,560 1936,473,837
Current tax assets 49 257,032,301 148,003,557
Investment in subsidiaries 410 - -
Investment in associates 411 583,734,750 483,295,906
Investment property 412 65,730,600 54197778
Property and equipment 413 305,936,977 314,659,956
Goodwill and Intangible assets 414 2,781,720 3,328,740
Deferred tax assets 415 - -
Other assets 416 160,589,428 115,382,380
Total Assets 44125173171 34,496,583,890
Liabilities

Due to Bank and Financial Institutions 417 408,344,280 176,764,472
Due to Nepal Rastra Bank 418 1,426,927,505 469,929,415
Derivative financial instruments 419 - -
Deposits from customers 4.20 36,371,466,800 28,058,567,257
Borrowing 4.21 - -
Current Tax Liabilities 49 - -
Provisions 422 - -
Deferred tax liabilities 415 194,461,121 40,595,650
Other liabilities 423 429401671 306,751,504
Debt securities issued 424 - -
Subordinated Liabilities 425 - -
Total liabilities 38,830,601,376 30,052,608,297
Equity

Share capital 4.26 2,906,453,550 2,716,311,729
Share premium - 76,312
Retained earnings 435,012,253 293,536,397
Reserves 427 1953105992 1434,051154
Total equity attributable to equity holders 5,294,571,795 4,443,975,592
Non-controlling interest = -
Total equity 5,294,571,795 4,443,975,592
Total liabilities and equity 44125173171 34,496,583,890
Contingent liabilities and commitment 4.28 2,790,566,710 1,877,715145
Net assets value per share 18217 163.60

Nawaraj Bhandari
Head- Finance Account and
Treasury

Anju Kumari Gupta Ram Chandra Sigdel Pratap Kumar Acharya
Director Director Director

Date: 2078-07-08

Naresh Singh Bohra
Chief Executive Officer

Dasharath Risal
Chairman
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CA Khagendra Bhattarai

Khagendra and Associates
Chartered Accountants

Director

Prabin Krishna Shrestha Keshav Khatiwada Chintamani Bhattarai

Director Director
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Lumbini Bikas Ban

Consolidated Statement of Profit or Loss

For the Year Ended 31st Ashad 2078 (15 July 2021) Figures in NPR

Particulars As at 31st
Ashad 2078 Ashad 2077

Interest income 429 3453903454 3441514,532
Interest expense 430 2,242,898,808 2,291,760,758
Net interest income 1,211,004,646 1149,753,774
Fee and commission income 431 177,202,015 119,787,794
Fee and commission expense 432 4,842,097 3363472
Net fee and commission income 172,359,917 116,424,322
Net interest, fee and commission income 1,383,364,564 1,266,178,095
Net trading income 433 (17.864) 13,481
Other operating income 4.34 139,573,324 28153,305
Total operating income 1,522,920,024 1,294,344,881
Impairment charge/(reversal) for loans and other losses 4.35 294,322,127 178,040,667
Net operating income 1,228,597,896 1,116,304,214
Operating expense
Personnel expenses 4.36 358,789,822 324,049,733
Other operating expenses 437 214,949,596 212,721,007
Depreciation & Amortization 4.38 48,476,118 53,482,738
Operating Profit 606,382,360 526,050,737
Non operating income 4.39 22,985,076 13,700,688
Non operating expense 440 4,055,221 1,298145
Profit before income tax 625,312,215 538,453,280
Income tax expense 441 191,345,036 159,892,456

Current Tax 189,028,448 154,529,271

Deferred Tax 2,316,588 5363185
Profit for the period 433,967,179 378,560,824
Profit attributable to:

Equity holders of the Bank 433967179 378,560,824

Non-controlling interest - -
Profit for the period 433,967,179 378,560,824
Earnings per share
Basic earnings per share 14.93 13.94
Diluted earnings per share 14.93 13.94

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: 2078-07-08

Tiffe ufae 06/06¢




T [TBTA B . | ooy

Lumbini Bikas Bank Ltd.

0

o

Consaolidated Statement of Comprehensive Income
For the Year Ended 31st Ashad 2078 (15 July 2021)

Figuresin NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077
Profit for the year 433,967,179 378,560,824
Other comprehensive income, net of income tax
a) ltems that will not be reclassified to Profit or loss
. ia]cigisr,/\gizes] from Investments in equity instruments measured 5367112,372 241097235
- Gains/(losses) on revaluation
- Actuarial gains/(losses) on defined benefit plans 13116,043 3,652,060
- Income tax relating to above items (151,548,883) (69,668,113)
I::Jtﬁt;t:ﬁ:)zzmprehensive income that will not be reclassified to 397,679,532 175,081182
b) Items that are or may be reclassified to profit or loss
- Gains/(losses) on cash flow hedge - -
- Exchange gains/(losses) (arising from translating financial assets of . .
foreign operation)
- Income tax relating to above items - -
- Reclassify to profit or loss - -
Net other comprehensive income that are or may be reclassified to } )
profit or loss
c) ::g: int:\ge;:;c;:gcll'ehensive income of associate accounted 100,438,844 70,358,053
Other comprehensive income for the period, net of income tax 498,118,376 245,439,235
Total comprehensive income for the year 932,085,555 624,000,059
Total comprehensive income attributable to:
Equity holders of the Bank 932,085,555 624,000,059
Non-controlling interest - -
Total comprehensive income for the period 932,085,555 624,000,059

Nawaraj Bhandari Naresh Singh Bohra
Head- Finance Account and

Treasury

Dasharath Risal
Chief Executive Officer Chairman

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: 2078-07-08
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Consolidated Statement of Cash Flows
For the year ended Sharwan 1st 2077 to Ashad 31st 2078

Particulars

As at 31st

Ashad 2078

Figures in NPR

As at 31st
Ashad 2077

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received 3,351,749,535 3,218,345,745
Fees and other income received 177,202,015 119,787,794
Divided received 16,063,827 15,710,668
Receipts from other operating activities 33,805,193 13,362,411
Interest paid (2,242,898,808) (2,291,760,758)
Commission and fees paid (4,842,097) (3,.363,472)
Cash payment to employees (331,389,924) (396,619,342)
Other expense paid (228,008,424) (212,721,007)
Operating cash flows before changes in operating assets and liabilities 771,681,316 462,742,039
(Increase)/Decrease in operating assets

Due from Nepal Rastra Bank (17646,811) (467620,577)
Placement with bank and financial institutions - -
Other trading assets - -
Loan and advances to bank and financial institutions (1,484,216,594) 199,322,057
Loans and advances to customers (5,606,212,703) (3136,130,754)
Other assets (45,207048) 7903,025
Increase/(Decrease) in operating liabilities

Due to bank and financial institutions (768,420192) (2133,346,289)
Due to Nepal Rastra Bank 956,998,090 (211,757697)
Deposit from customers 8,312,899,543 6,562,419,096
Borrowings - -
Other liabilities 109,692,708 847,065
Net cash flow from operating activities before tax paid 2,229,568,309 1,284,377,964
Income taxes paid (298,057192) (192,621,451)
Net cash flow from operating activities 1,931,511117 1,091,756,513
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investment securities (2930,331,671) (73,648,300)
Receipts from sale of investment securities 551,621,716 44,076,965
Purchase of property and equipment (38,748,004) (44,280,368)
Receipt from the sale of property and equipment 692,350 415,660
Purchase of intangible assets (491,550) (435,500)
Receipt from the sale of intangible assets

Purchase of investment properties - -
Receipt from the sale of investment properties - -
Interest received 20,732,062 (195,504)
Dividend received

Net cash used in investing activities (2,396,525,097) (74,067,048)

aiffe g 0/06¢




¢ EEELEEEEETC
e
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Figuresin NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of debt securities - -

Repayment of debt securities - -

Receipt from issue of subordinated liabilities - -

Repayment of subordinated liabilities = -

Receipt from issue of shares - _
Dividends paid (82150,281) (332,100,926)
Interest paid - -

Other receipt/payment - -

Net cash from financing activities (82,150,281) (332,100,926)
Net increase (decrease) in cash and cash equivalents (547164,261) 685,588,539
Opening Cash and cash equivalents 4,811,555,306 4125,966,767

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 4,264,391,045 4,811,555,306

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: 2078-07-08
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Notes to the Consaolidated Financial Statements
for the year ended 31st Ashadh 2078

1. General Information

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

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

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

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

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

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

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

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

The Development Bank has share ownership of 12.97% in Deprosc Laghubitta Bittiya Sanstha Limited along with
representation of one Board of Director from the Bank. Being representation of board of directors with power to
participate in policy making processes, including participation in decision about dividends or other distributions, the
Deprosc Laghubitta became associate of the development bank.

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, 2049. 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. Being representation of board of directors with power to
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participate in policy making processes, including participation in decision about dividends or other distributions, the
Lumbini General Insurance became associates of the development bank.

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

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

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

2.1. Statement of Compliance
The financial statements have been prepared in accordance with Nepal Financial Reporting Standards (NFRS) and as
published by the Accounting Standards Board (ASB) Nepal and pronounced by The Institute of Chartered Accountants
of Nepal (ICAN) and in the format issued by Nepal Rastra Bank in Directive No. 4, 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 policies have been consistently applied to all the years presented except otherwise stated.

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

Relevant Financial Statement English Calendar Date/ Period Nepali Calendar Date/ Period
Statement of Financial Position (SOFP) 15.07.2021 31.03.2078
Comparative SOFP 15.07.2020 31.03.2077
Reporting Period 16.07.2020-15.07.2021 01.04.2077-31.03.2078
Comparative SOFP 17.07.2019-15.07.2020 01.04.2076-31.03.2077

The financial statements for the year ended on 15 July 2021 (Ashadh 31, 2078) are approved by 407th meeting of
the Board of Directors held on 2078.07.08. 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 14th Annual General Meeting of the Development bank.

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

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

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

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

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.

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

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

f

—

Defined benefit plans

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

g) Recognition of deferred tax assets
Significantmanagementjudgmentis 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.

2.5.Changes in Accounting Policies

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

Accounting policies are the specific principles, bases, conventions, rules and practices applied by the Development
Bank in preparing and presenting financial statements. The Development Bank is permitted to change an accounting
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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.

2.6. 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 S 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.

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

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

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

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

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

Particulars Basis of Measurement

Investment Securities held at Fair Value through OCI Fair Value

Present value of defined benefit obligation (as calculated by

Employee Defined Benefit Obligation actuary) less the fair value of the plan asset

3.2. Basis of Consolidation

a) Business Combination

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

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

b) Non-Controlling Interest
Non-controlling interest represent the equity in a subsidiary not attributable directly or indirectly to a parent. Non-
controlling interests are presented in the consolidated statement of financial position within equity, separately
from equity attributable to the equity shareholders of the Development Bank.

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

» at fair value; or

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

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

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

e) Special Purpose Entity (SPE)
Special purpose entities (SPEs) are entities that are created to accomplish a narrow and well-defined objectives. An
SPE is consolidated if, based on an evaluation of the substance of its relationship with the Development Bank and
the SPE's risks and rewards, the The Development Bank concludes that it controls the SPE.

The Development Bank does not have any Special Purpose Entity.

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

g) Investment in Associates - Equity Accounting
An associate is an entity over which the Development Bank has significant influences but not control or joint
control. This is generally the case where the Development Bank holds between 20% to 50% of the voting rights
or the Development Bank has power to participate in the financial and operating policy decision of the investee.

The existence of significant influence by an entity is usually evidences in one or more of the following ways:

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

b. Participation in Policy making processes, including participation in decision about dividends or other distributions.
c. Material transaction between the entity and investee etc.

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

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

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

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

Jeprose Laghubitts Bittiya Sanstha 1297% | 1156,2486711| 1287107587 2443356798| 316911023

NADEP Laghubitta Bittiya Sanstha Ltd 10.00% 404,800,000| 367209290 772,009,290 77200,929

Lumbini General Insurance Co. Ltd 9.84% 1198,890,000| 237500,000 | 1436,390,000 141,307,288

Muktinath Capital Limited (former Vibor 1975% | 202500000| 42097272| 244597272| 48315571
Capital Ltd)

Total Value of Associates 583,734,750

For the calculation of equity value of Associates, the value of share capital and reserve & surplus has taken on the
basis of latest audited or certified interim financial statements of respective entities. In above cases, the Equity Value
of Deprosc Lagubitta Bittiya Sanstha Limited and Muktinath Capital Limited has been calculated based on audited
financial statements of FY 2077/78 and Equity Value of NADEP Laghubitta Bittiya Sanstha Ltd & Lumbini General
Insurance Co. Ltd has calculated based on latest available certified/published interim financial statements (quarterly
financial of Ashad end 2078) since audited financial statements are not available till the date of approval of this
financial statements.

3.3.Cash & Cash Equivalent
Cash and cash equivalent comprises cash in hand, balances with bank and financial institutions, money at call and
short natice, 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

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

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

3.4.2 Classification
A. Financial Assets

i. Financial assets at amortized cost
The development bank measures financial assets at amortized cost only if both of the following conditions are
met:
- The financial asset is held within a business model with the objective to hold financial asset in order to collect
contractual cash flows
- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest (SPPI) on the principal amount outstanding

Business model assessment
The development bank determines its business model at the level that best reflects how it manages groups of
financial assets to achieve its business objective:
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- The risks that affect the performance of the business model (and the financial assets held within that business
model) and, in particular, the way those risks are managed

- How managers of the business are compensated (for example, whether the compensation is based on the fair value
of the assets managed or on the contractual cash flows collected)

The business model assessment is based on reasonably expected scenarios without taking ‘worst case’ or ‘stress
case’ scenarios into account. If cash flows after initial recognition are realized in a way that is different from the
Development Bank's original expectations, the Bank does not change the classification of the remaining financial
assets held in that business model, but incorporates such information when assessing newly originated or newly
purchased financial assets going forward.

The SPPI test

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

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

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

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

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

iii. Financial assets at fair value through profit or loss
Financial assets in this category have been either designated by management upon initial recognition or are
mandatorily required to be measured at fair value under NFRS 9. Management only designates an instrument
at FVPL upon initial recognition when one of the following criteria are met. Such designation is determined on an
instrument-by-instrument basis:

The designation eliminates, or significantly reduces, the inconsistent treatment that would otherwise arise from
measuring the assets or liabilities or recognizing gains or losses on them on a different basis; or

- The liabilities are part of a group of financial liabilities, which are managed and their performance evaluated on a
fair value basis, in accordance with a documented risk management or investment

- strategy; or

- The liabilities contain one or more embedded derivatives, unless they do not significantly modify the cash flows
that would otherwise be required by the contract, or it is clear with little or no analysis when a similar
instrument is first considered that separation of the embedded derivative(s) is prohibited.

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

B. Financial Liabilities

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.
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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 of Financial Assets and Liabilities

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

The development bank has transferred the financial asset if, and only if, either:

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

Atransfer only qualifies for derecognition if either:

- The development bank has transferred substantially all the risks and rewards of the asset; or
- It has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset

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

3.4.5 Determination of Fair Value

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

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

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

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

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

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

3.4.6 Impairment

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

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

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

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

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

» Where the Development Bank consents to a restructuring of the obligation, resulting in a diminished financial
obligation, demonstrated by a material forgiveness of debt or postponement of scheduled payments.

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

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

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

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

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
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evidence as a result of one or more events that occurred after the initial recognition of the asset. The amount of the
loss is measured as the difference between the asset's carrying amount and the deemed recoverable value of loan.

Individually assessed loans and advances

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

» Significant Financial Difficulties of the borrower such as significantly adverse ratios and adverse future outlook
» Adverse statutory indicators

» Default or delinquency in interest or principal payments

» Breach of contract

» Downfall of quality of collateral

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

Collectively Assessed loans and advances

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

1. Home Loan

2. Vehicle Loan

3. Personal Loan
4. Short Term Loan
S. Long Term Loan

Loan Loss Provision as per Nepal Rastra Bank

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

Policy

As per the Carve out notice issued by ICAN, the Development Bank has measured impairment loss on loans and
advances as the higher of amount derived as per norms prescribed by Nepal Rastra Bank for loan loss provision and
amount determined as per paragraph 63 of NAS 39.

Reversal of impairment

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

Write off of loans and advances

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

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

3.6. Derivative Assets and Derivative Liabilities

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

3.7. Property and Equipment

A. Recognition and Measurement

Recognition

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

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

» it is probable that future economic benefits associated with the item will flow to the entity; and

» the cost of the item can be measured reliably.

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

» the cost of materials and direct labor;

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

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

» Capitalized borrowing costs.

Measurement

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

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

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

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

B. Depreciation
i. Depreciation is recognized so as to write off the cost of assets (other than freehold land and properties under
construction) less their residual values over their useful lives, using the straight line basis.
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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 S years
ATM Machine 7 years
Freehold Premises 50 years
Leasehold Assets Earlier of 110 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. Changes in Estimates
The asset's methods of depreciation are reviewed, adjusted if appropriate, at each financial year end and treated as
change in the accounting estimates.

D. 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. These are reviewed for impairment at end of each reporting period.

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 amortized 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.

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

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

3.10. Non-Current Assets-Held for sale:
Non-current assets (such as property) and disposal groups (including both the assets and liabilities of the disposal
groups) are classified as held for sale and measured at the lower of their carrying amount and fair value less cost to
sell when:
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3.13.

(i) their carrying amounts will be recovered principally through sale;
(i) they are available-for-sale in their present condition; and
(iif) 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 customers.
Subordinated liabilities are those liabilities which at the event of winding up are subordinate to the claims of depositors,
debt securities issued and other creditors. The Development Bank does not have any of such subordinated liabilities
and has not issued any debt security in the reporting period.

Provisions, contingent liability and contingent Assets

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

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

3.14.1 Interest Income

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

The Development Bank has applied carve out under Para 9 of NAS 39 and has not incorporated all the fees and
points paid or received under contractual terms of financial instrument in the calculation of the effective interest
rate to recognize the 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
payment has been established (provided that it is probable that the economic benefits will flow to the development
bank and the amount of income can be measured reliably).

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

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

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

aiffe g 0/06¢



3.17.

3.18.

¢ EEELEEEEETC
e

Lumbini Bikas Bank Ltd. |~

The netinterest 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.

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

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

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

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

C. Other long-term employment benefits.

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

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

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 is (or contains) a lease is based on the substance of the arrangement
at the 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 development bank 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 entity 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
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 entity'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).
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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 costin 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 debt instrument. Loan commitments are firm commitments to provide credit under pre-specified terms
and conditions.

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

3.20.Share Capital and Reserves

3.21.

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.

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.
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4. Scheduled Forming part of Financial Statements.

4.1 Cash and cash equivalents

Particulars As at 31st As at 31st

Ashad 2078 Ashad 2077
Cashin hand 599,636,035 522,013,949
Balances with B/Fls 3,070,422,592 4,289,541,357
Money at call and short natice 594,332,418 -
Other - -
Total 4,264,391,045 4,811,555,306

Cash and Cash equivalents includes Cash in Hand, Balance with Bank and Financial Institutions, money at call and Treasury Bill
with remaning maturity below 90 days.

4.2 Due from Nepal Rastra Bank

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Statutory balances with NRB 1,318,007,209 1,300,360,398

Securities purchased under resale agreement - -

Other depaosit and receivable from NRB - -
Total 1,318,007,209 1,300,360,398

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

4.3 Placements with Bank and Financial Institutions

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Placement with domestic B/Fls - -

Placement with foreign B/Fls = -

Less: Allowances for impairment = -
Total = -

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

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

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 As at 31st
Ashad 2078 Ashad 2077

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 As at 31st
Ashad 2078 Ashad 2077

Loans to microfinance institutions 2,549145,080 1,018,991,287
Other - -
Less: Allowances for impairment 33138,371 10,189,569

Total 2,516,006,709 1,008,801,718

Loan and advances given to microfinance financial institutions has been presented on above schedule. Accrued Interest of
Rs 39,594 has been added and impairment allownces on above loan and advance has been deducted.
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4.6.1 Allowances for impairment

Particulars As at 31st As at 31st

Ashad 2078 Ashad 2077
Balance at Shrawan 1 10,189,569 12,183,133
Impairment loss for the year: - -
Charge for the year 22,948,803 -
Recoveries/reversal - (1,993,565)

Amount written off - -
Balance at Ashad end 33,138,371 10,189,569

4.7 Loans and advances to customers

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Loan and advances measured at amortized cost 30,694,475,329 25,070,086,446
Less: Impairment allowances 1,020,935,458 749,562132
Collective impairment 500,897,775 266,508,789
Individual impairment 520,037683 483,053,343
Net amount 29,673,539,871 24,320,524,314
Loan and advances measured at FVTPL - -

Total 29,673,539,871 24,320,524,314

Particulars As at 31st
Ashad 2078 Ashad 2077

Loans and advances to Customer 30,451,335/101 24,693,880,787
Loans and advances to staff 47997497 53,211,048
Accrued Interest 195142731 322,994,612
Total 30,694,475,329 25,070,086,446

Impairment ( Including loans & advances to BFls )
As per NRB Directive No. 2 1,054,073,829 759,751,701
As per NAS 39 197,358,111 199,889,951
Collective Impairment 98,782,084 98,133,990
Individual Impairment 98,576,027 101,755,961
Higher of NRB Directive and NAS 39 1,054,073,829 759,751,701
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4.71 Analysis of loan and advances - By Product

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Product

Term loans 5280444617 5132,246,568
Overdraft 3,428,517033 4,736,743,073
Trust receipt/Import loans - -
Demand and other working capital loans 2,339,616,560 979,755,833
Personal residential loans 3653455510 2,712,046,519
Real estate loans 2,772,251,725 2,227494,402
Margin lending loans 1425452,586 1187031416
Hire purchase loans 1,485,601,747 1,482,815,392
Deprived sector loans 2,590,251,534 1423,095699
Bills purchased = -
Staff loans 47997497 53,211,048
Other 7475743789 4,812,651,884
Sub total 30,499,332,598 24,747,091,835
Interest receivable 195142731 322,994,612
Grand total 30,694,475,329 25,070,086,446

4.7.2 Analysis of loan and advances - By Currency

Particulars

As at 31st
Ashad 2078

As at 31st
Ashad 2077

Nepalese Rupee

30,694,475,329

25070,086,446

Indian Rupee

United States Dollar

Great Britain Pound

Euro

Japanese Yen

Chinese Yuan

Other

Total

30,694,475,329

25,070,086,446
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Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Secured

Movable/immovable assets 28132,950,316 23,035605916
Gold and silver 134,345,618 58133725
Guarantee of domestic B/Fls - -
Government guarantee 17193,389 17193,389
Guarantee of international rated bank - -
Collateral of export document - -
Collateral of fixed deposit receipt 642112,354 434,065,802
Collateral of Government securities - -
Counter guarantee 6,761,693 7270,923
Personal guarantee 135,200,703 1169912
Other collateral 1428,602,083 1191,594,931
Sub total 30,497,166,156 24,745,034,597
Unsecured 2,166,442 2,057,238
Interest receivable 195142731 322,994,612
Grant Total 30,694,475,329 25,070,086,446

4.7.4 Allowances for impairment

Particulars

As at 31st
Ashad 2078

As at 31st
Ashad 2077

Specific allowances for impairment

Opening Balance

483,053,343

305,613,731

Impairment loss for the year:

Charge for the year

36,984,339

177439612

Recoveries/reversal during the year

Write-offs

Exchange rate variance on foreign currency impairment

Other movement

Closing Balance

520,037,683

483,053,343

Collective allowances for impairment

Opening Balance

266,508,789

263,914,170

Impairment loss for the year:

Charge/(reversal) for the year

234,388,986

2,594,619

Exchange rate variance on foreign currency impairment

Other movement

Closing Balance

500,897,775

266,508,789

Total allowances for impairment

1,020,935,458

749,562,132

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

FY 2073/74.
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4.8 Investment securities

Particulars As at 31st As at 31st

Ashad 2078 Ashad 2077
Investment securities measured at amortized cost 3,791,254,292 1367807062
Investment in equity measured at FVTOCI 1186,168,267 568,666,775
Total 4,977,422,560 1,936,473,837

4.8.1 Investment securities measured at amortized cost

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Debt securities
Government bonds 3,531,812,681 1,367,807,062
Government treasury bills - -

Nepal Rastra Bank bonds - -

Nepal Rastra Bank deposits instruments 259441612 -
Other - -
Less: specific allowances for impairment

Total 3,791,254,292 1,367,807,062

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

Particulars As at 31st
Ashad 2078 Ashad 2077
Equity instruments = -
Quoted equity securities 1175,201,119 557,944,597
Unquoted equity securities 10,967,148 10,722,178
Total 1,186,168,267 568,666,775
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4.8.3 Information relating to investment in equities

Particulars

As at 31st Ashad 2078

Figures in NPR

As at 31st Ashad 2077

Investment in Quoted Equity

Fair Value

Fair Value

1.1 Api Power Company Ltd.

aiffe g 0/06¢

(1,261 ordinary shares of NPR 100 paid up) 5200 =a8ies B )

1.2 Aarambha Chautari Laghubita Bittiya Sanstha Limited B )

(25,526 ordinary shares of NPR 100 paid up) S EEE8] ALl

1.3 Asian Life Insurance Co. Limited

(38,930 ordinary shares of NPR 100 paid up) SEaleEell)|  Smanieal 5035936 6431165

1.4 Asian Life Insurance Co. Ltd.

(2 promoter shares of NPR 100 paid up) 1o et 100 520

1.5 Bottlers Nepal (Terai) Limited

(290 ordinary shares of NPR 100 paid up) S0 2,975,380 3566254\ 3100000

1.6 Butwal Power Company Limited

(21,601 ordinary shares of NPR 100 paid up) ol ARl 8008771 7049683

1.7 Chhimek Laghubitta Bikas Bank Limited = = 5,695,059 8,512,900

1.8 Chilime Hydropower Company Limited

(20,526 ordinary shares of NPR 100 paid up) 6,187,043 14101,362| 14979440| 17980446

1.9 Citizen Investment Trust

(1 ordinary shares of NPR 100 paid up) : 3491 25885314 36844300

1.10 Citizen Mutual Fund-2

(2,000,000 units of NPR 10 paid up) 20,000,000| 28,300,000/ 20,000,000| 20,000,000

1.11 Everest Insurance Co. Ltd.

(9,909 ordinary shares of NPR 100 paid up) Se1317e 7421841 6330237/ 4590092

1.12 Everest Insurance Co. Ltd.

(7166 Promoter shares of NPR 100 paid up) e S2EUiSS 663800 1367018

1.13 First Micro Finance Development Bank Ltd. - - 3467954 4,507,710

1.14 Forward Community Microfinance Bittiya Sanstha Ltd. - - 4,794,639 5451351

1.15 Genaral Insurance Company Nepal Ltd. Promoter Share

(35,000 Promoater shares of NPR 100 paid up) <=0l 2S00 3500000 3733000

1.16 Global IME Laghubitta Bittiya Sanstha Ltd. . 55335 ) )

(9 ordinary shares of NPR 100 paid up) '

1.17 Gurans Life Insurance Company Ltd.

(4,820 ordinary shares of NPR 100 paid up) it SiEReeEl 550898 1203835

1.18 Grameen Bikas Laghubitta Bittiya Sanstha Ltd.

(4,650 ordinary shares of NPR 100 paid up) I Siesiae 2778852 2,511,000

1.19 Himalayan General Insurance Co. Ltd

(5,015 ordinary shares of NPR 100 paid up) I ciz=ll 2615021 2423496

1.20 IME General Insurance Ltd.

(4209 ordinary shares of Rs 100 paid up) ERAEEEE Szt 2,542,333 1842483

1.21 Hydroelectricity Investment & Development Co. Ltd

(21541 ordinary shares of Rs 100 paid up) LSl Sheriel 1958300) 2864953

1.22 Kisan Lagubitta Bittiya Sanstha Limited - - 2,700 41,500

1.23 Kumari Equity Fund

(250,000 units Rs 10 each) s ) i

1.24 Laxmi Laghubitta Bittiya Sanstha Ltd.

(127103 ordinary shares of Rs 100 paid up) e A I ) )

1.25 Laxmi Unnati Kosh

(2,000,000 units Rs 10 each) ZODODRAN)| meze ot ) i

1.26 Life Insurance Co. Nepal - -| 14,345836| 17835300
Continued...
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Figuresin NPR

Particulars As at 31st Ashad 2078 As at 31st Ashad 2077

1.27 Mahila Sahayatra Microfinance Bittiya Sanstha Ltd . 5518 ) )

(2 ordinary shares of Rs 100 paid up) '

1.28 Mero Microfinance Bittiya Sanstha Ltd.

(204 ordinary shares of Rs 100 paid up) 105l STiSielEk 10,900 117,950

1.29 Mero Microfinance Bittiya Sanstha Ltd.

(699999 Promoter shares of Rs 100 paid up) 37023,000| 541099227 37023,000| 201727526

1.30 Nabil Equity Fund

(563,251 units of NPR 10 each) 5632510 8,223,465 5632510 5255132

1.31 National Life Insurance Co. Ltd.

(19,754 ordinary shares of NPR 100 paid up) 10,598,704 22,736,854 10,598704| 11,888,858

1.32 NIC Asia Dyanamic Dept Fund

(250,000 units Rs 10 each) 2500000 2,500,000 ) )

1.33 Neco Insurance Co. Ltd.

(12,387 ordinary shares of NPR 100 paid up) 17.738,721 16697576 4330453| 4290276

1.34 Nepal Doorsanchar Comapany Limited

(10,550 ordinary shares of NPR 100 paid up) 6026509 13862700 6,026,809 6,910,250

1.35 NIBL Sahabhagita Fund

(250,000 units Rs 10 each) 2887525 4350000 ) )

1.36 NIBL Sahabhagita Fund-2

(2,000,000 units Rs 10 each) 20,000,000} 20000000 ) )

1.37 Nepal Insurance Co. Ltd.

(4557 ordinary shares of Rs 100 paid up) 2ol B s 2579105 3036124

1.38 Nepal Life Insurance Co. Ltd. - -| 18489,797| 28,248,200

1.39 Nerude Laghubita Bikas Bank Limited

(8273 ordinary shares of NPR 100 paid up) 13381007) 13236800 2802242 3129813

1.40 NIC Asia Select-30

(500,000 units Rs 10 each) 5000000} 5000000 ) )

1.41NIC ASIA Balance Fund

(500,000 units of Rs 10 each) 5,000,000 6,865,000 5,000,000 5,190,000

1.42 Nirdhan Utthan Bank Limited

(1249 ordinary shares of Rs 100 paidup) ORI Uiz 2864927 4570038

1.43 NLG Insurance Company Ltd.

(5282 ordinary shares of Rs 100 paid up) Selley S Aial 5482269 6313770

1.44 NMB Microfinance Bittiya Sanstha Ltd. ) 5858 ) )

(2 ordinary shares of Rs 100 paid up) '

1.45 NMB 50

(1000,000 units of 10 each) 10,000,000 14,950,000, 10,000,000 10,000,000

1.46 Prabhu Insurance Ltd.

(7006 ordinary shares of Rs 100 paid up) Lo b /e0 8229492 4277850

1.47 Premier Insurance Co. Ltd.

(2088 ordinary shares of Rs 100 paid up) leZ0 SEAZER0 161620 1286208

1.48 Prime Life Insurance Company Limited

(23326 ordinary shares of Rs 100 paid up) 5733,060| 22253004 5733,060| 11,575,800

1.49 Prudential Insurance Co. Ltd.

(3205 ordinary shares of Rs 100 paid up) 220 SRl 2220724| 1580085

1.50 Rastriya Beema Company Limited

(1 ordinary shares of Rs 100 paid up) 622 21600 622 9198

1.51 Rastriya Beema Company Limited - - 93192 1,212,264
Continued...
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Figuresin NPR

Particulars As at 31st Ashad 2078 As at 31st Ashad 2077

1.52 Ridi Hydropower Development Company Ltd. . 4608 ) )
(8 ordinary shares of Rs 100 paid up) '
1.53 Rural Microfinance Development Centre Ltd.
(5,664 ordinary shares of Rs 100 paid up) 1,046,172 7776672 4312632| 10114,028
1.54 Rural Microfinance Development Centre Ltd.
(12,993 Promoter shares of Rs 100 paid up) =l CHEE N 4129137 4248/M
1.55 Samata Microfinance Bittiya Sanstha Ltd.
(110625 Promoter shares of Rs 100 paid up) 13,588,698 91542188 13,588698| 30,422,040
1.56 Sana Kisan Bikas Laghubitta Bittiya Sanstha - - 2,017654| 3,886,087
1.57 Sanima Mai Hydropower Ltd.
(10,954 ordinary shares of Rs 100 paid up) 2913981 5619402 2913981) 2220834
1.58. Sarathi Nepal Laghubitta Bittiya Sanstha Limited
(5,308 ordinary shares of Rs 100 paid up) ezt SheEieral 1328718 4426872
1.59 Sanima Large Cap Fund ) )
(250,000 units Rs 10 each) 2500000 2625000
1.60 Shikhar Insurance Co. Ltd. - - 6,123,761 4,982,910
1.61 Siddhartha Insurance Ltd.
(080 ordinary shares of Rs 100 paid up) 4,938,155 6,432,640 4,938155| 3,526,400
1.62 Soaltee Hotel Limited
(4601 ordinary shares of Rs 10 Paid up) Sl l20e 962744 708,577
1.63 Sunrise Bluechip Fund
(250,000 units Rs 10 each) 25000001 2,500,000 ) )
1.64 Summit Micro Finance Development Bank Ltd.
(2903 ordinary shares of Rs 100 paid up) ZEEC CASES 2317568 2342050
1.65 Surya Life Insurance Company Limited
(6711 ordinary shares of Rs 100 paid up) Lz et Sl S 3987897 9135616
1.66 Swabalamban Laghubitta Bittiya Sanstha Limited ) )
(14538 ordinary shares of Rs 100 paid up) 26028857 S
1.67 Swarojgar Laghu Bitta Bikas Bank Ltd. B 1500 B )
(1 ordinary shares of Rs 100 paid up) '
1.68 Siddhartha Growth Scheme-2
(2,000,000 units of NPR 10 paid up) 20,000,000| 28,400,000/ 20,000,000| 20,000,000
1.69 United Insurance Co. (Nepal) Ltd.
(8160 ordinary shares of Rs 100 paid up) 2401524 Sheriiglll 2401524 3019200
Sub Total 444,725,633 | 1175,201119| 319,271,041| 557,944,597
Investment in Unquoted Equity
1.1 Karja Suchana Kendra
(2,625 ordinary shares of NPR 100 paid up) =00 Ut 54000 768,081
1.2 Nepal Clearing House Ltd.
(28,578 ordinary shares of NPR 100 paid up) 2381500 9158068 2381500 891038
1.3 Nepal Electronic Payment System(NEPS) Promoter
(10,000 promoter shares of NPR 100 paid up) Hollei0elt) Llleiole 1000000} 1000000
1.4 Nepal Stock Exchange
(430 ordinary shares of NPR 100 paid up) 1=l G0, 14,300 43000
Sub Total 3,449,800 10967148 3,449,800| 10,722178

Total 448,175,433| 1,186,168,267| 322,720,841|568,666,775
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4.9 Current tax assets Figures in NPR
Particulars As at 31st
Ashad 2078 Ashad 2077

Current tax assets 444137,374 302,404,548
Current year income tax assets 296,133,817 192,621,451
Tax assets of prior periods 148,003,557 109,783,096
Current tax liabilities 187,105,073 154,400,991
Current year income tax liabilities 187105,073 154,400,991
Tax liabilities of prior periods - -
Total 257,032,301 148,003,557

4.10.1 Investment in quoted subsidiaries Figures in NPR

Particulars As at 31st Ashad 2078 As at 31st Ashad 2077

207-8 - - - -
Total - - - -

4.10.2 Investment in unquoted subsidiaries Figures in NPR

Particulars As at 31st Ashad 2078 As at 31st Ashad 2077

207-8 - - - -

Total - - - -
4.10.3 Information relating to subsidiaries of the Bank Figures in NPR

Particulars
As at 31st Ashad 2078

207-8 - -

Total - -
4.10.4 Non controlling interest of the subsidiaries Figures in NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Equity interest held by NCI (%)
Profit/(loss) allocated during the year

Accumulated balances of NClI as on Ashad end
Dividend paid to NCI

% ufes 000/0l9¢
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4.11 Investment in associates Figuresin NPR
Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Investment in quoted associates 535/419,240 443,211,884
Investment in unquoted associates 48,315,511 40,084,022
Total investment 583,734,750 483,295,906
Less: Impairment allowances = -
Net carrying amount 583,734,750 483,295,906

4111 Investment in quoted associates Figures in NPR

Particulars As at 31st Ashad 2078 As at 31st Ashad 2077

Nadep Laghubitta Bittiya Sanstha Ltd. 404,800 Promoter 32000000| 210293600| 32000000| 126224000
shares of Rs. 100 each

Deprosc Laghu Bitta Bittiya Sanstha Limited.
1,089,308 Promoter shares of Rs. 100 each 46,485168| 1610192,382| 46,485168| 719184,855

410,383 ordinary shares of Rs. 100 each
Lumbini General Insurance Co. Ltd.

902118 Promoter shares of Rs. 100 each 77456,555| 568128015 77456555| 314,668,943
277,310 ordinary shares of Rs. 100 each

Total 155,941,723|2,388,613,997| 155,941,723 1,160,077,798
4.11.2 Investment in unquoted associates Figures in NPR

Particulars As at 31st Ashad 2078 As at 31st Ashad 2077

Muktinath Capital Ltd.
(400,000 shares of Rs. 100 each) 40,000,000 40,000000| 40000000| 40,000,000
Total 40,000,000| 40,000,000, 40,000,000, 40,000,000
4.11.3 Information relating to associates of the Bank Figures in NPR
Particulars Percentage of ownership held by the Bank
As at 31st Ashad 2078 As at 31st Ashad 2077
Nadep Laghubitta Bittiya Sanstha Ltd. 10.00% 10.00%
Deprosc LaghuBitta Bikas Bank. 12.97% 12.97%
Lumbini General Insurance Co. Ltd. 9.84% 9.84%
Muktinath Capital Limited (former: Vibor Capital Ltd.) 19.75% 19.75%

aifis gRE 00/06¢
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412 Investment properties Figures in NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Investment properties measured at fair value

Balance as on Shrawan 1 - -

Addition/disposal during the year = -

Acquisition through business combination - -

Net changes in fair value during the year - -

Adjustment/transfer - -

Net amount - -

Investment properties measured at cost
Balance as on Shrawan 1 66,080,575 54,439,575
Addition/disposal during the year - -

Adjustment/transfer - -
Accumulated depreciation (349,975) (241797)
Accumulated impairment loss - -
Net amount 65,730,600 54,197,778

Total 65,730,600 54,197,778

% ufes 000/0l9¢
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414 Goodwill and Intangible Assets

Particulars
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Figures in NPR

Other

Goodwill
| Purchased | Developed |

Cost
As on Shrawan 1, 2076 - 7,573,684 - - 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
Addition during the Year
Acquisition - 491,550 - - 491,550
Acquisition through business combination - - - - -
Capitalization - - - - -
Disposal during the year - - - -
Adjustment/Revaluation - - - - -
Balance as on Ashad end 2078 - 8,500,711 - - 8,500,711
Amortization and Impairment
As on Shrawan 1, 2076 - 3,587,997 - - 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 -1 4,680421 - -| 4,680421
Amortization charge for the Year - 1038,570 - - 1,038,570
Impairment for the year - - - - -
Disposals - - - -
Adjustment - - - - -
As on Ashad end 2078 - 5,718,991 - - 5,718,991
Capital Work in Progress
Net Book Value
As on Ashad end 2076 -| 3,985,687 3,985,687
As on Ashad end 2077 -| 3,328,740 - -| 3,328,740
As on Ashad end 2078 - 2,781,720 - - 2,781,720
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415 Deferred Tax Assets

Particulars

As at 31st Ashad 2078
Net Deferred Tax

Deferred Tax

Deferred Tax

Figures in NPR

Deferred tax on temporary differences on following items

Assets

Liabilities

Assets/ (Liabilities)

LLoan and Advance to B/Fls

Loans and advances to customers

Investment properties

Investment securities 221,397,850 (221,397.850)
Property & equipment - 4,906,316 (4,906,316)
Employees’ defined benefit plan 15,234,490 5212,258 10,022,231
Lease liabilities - - -
Provisions 5408,279 - 5408,279
Other temporary differences -
Deferred tax on temporary differences 20,642,769| 231,516,425 (210,873,656)
Deferred tax on carry forward of unused tax losses 16,412,535 16,412,535
Deferred tax due to changes in tax rate -
Net Deferred tax asset/(liabilities) as on year end of 2078 (194,461,121)
Deferred tax (asset)/liabilities as on Shrawan 1, 2077 40,595,650
Origination/(Reversal) during the year 153,865,471
Deferred tax expense/(income) recognised in profit or loss (2,316,588)
Deferred tax expense/(income) recognised in other comprehensive income (151,548,883)

Deferred tax expense/(income) recognised in directly in equity

As at 31st Ashad 2077

Net Deferred Tax
Assets/ (Liabilities)

Particulars
Deferred Tax

Liabilities

Deferred Tax
Assets

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 11,510,249 1277445 10,232,803
Lease liabilities -
Provisions 3,624,572 - 3,624,572
Other temporary differences -
Deferred tax on temporary differences 15,134,821 80,349,274 (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 (23,302,670)
Deferred tax expense/(income) recognised in other comprehensive income (5132,755)

Deferred tax expense/(income) recognised in directly in equity
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416 Other assets

Particulars

Assets held for sale

P et o do e
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Figures in NPR

As at 31st
Ashad 2077

Other non banking assets

Bills receivable

As at 31st
Ashad 2078

Accounts receivable 38,773,563 29667955
Accrued income - -
Prepayments and deposit 8,814,620 10,088,305
Income tax deposit 105,331,521 68,701,863
Deferred employee expenditure 1,655,984 550,774
Other 6,013,740 6,373,484
a. Stock 5,954,362 6,314,106
b. Gold coins 24,161 24161
c. Cash in transit 35,217 35217
Total 160,589,428 115,382,380

Account receivable includes visa, remittance and other sundry receivable balance of various period. It includes gross receivable
amount of Rs 691,226,384 on which impairment allownces of Rs 652,452,821 has been created from past fiscal year due to
doubt on recoverability of some sundry Balances. Net of imapirment allownces has been presented in above schedule.

417 Due to Bank and Financial Institutions

Particulars

Money market deposits

Figuresin NPR

As at 31st
Ashad 2077

Interbank borrowing

As at 31st
Ashad 2078

Other deposits from BFls

408,344,280

1176,764,472

Settlement and clearing accounts

Total

408,344,280

1176,764,472

4.18 Due to Nepal Rastra Bank

Particulars

As at 31st
Ashad 2078

Figuresin NPR

As at 31st
Ashad 2077

Refinance from NRB 1043927505 -
Standing Liquidity Facility - -
Lender of last report facility from NRB - -
Securities sold under repurchase agreements - -
Other payable to NRB 383,000,000 469,929,415

Total 1,426,927,505 469,929,415
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419 Derivative financial instruments

Particulars

As at 31st
Ashad 2078

Figures in NPR

As at 31st
Ashad 2077

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

Figures in NPR

Particulars As at 31st
Ashad 2078 Ashad 2077

Institutions customers: 12,451,300,016 9,808,101,288
Term deposits 7968,873,259 6,532,871,888
Call deposits 3,724,543,638 2,803,829,610
Current deposits 731,707,105 407725354
Other 26,176,013 63,674,436
Individual customers: 23,920,166,784 18,250,465,969
Term deposits 14180,926,998 10,722,038,941
Saving deposits 9,416,326,702 7,306,221,326
Current deposits 307,212,454 181,139,508
Other 15,700,630 41,066,194
Total 36,371,466,800 28,058,567,257

4.20.1 Currency wise analysis of deposit from customers

Particulars

Figuresin NPR

As at 31st

Nepalese rupee

As at 31st
Ashad 2078

36,371,366,701

Ashad 2077
28,058,727267

Indian rupee

United State dollar

100,099

92455

Great Britain pound

Euro

Japanese yen

Chinese yuan

Other

Total

36,371,466,800

28,058,819,723
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4.21 Borrowing Figures in NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

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 Figures in NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Provisions for redundancy

Provision for restructuring

Pending legal issues and tax litigation

Onerous contracts
Other

Total

4.221 Movement in provision Figures in NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

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 - -
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4.23 Other liabilities Figures in NPR

Particulars

As at 31st
Ashad 2078

As at 31st
Ashad 2077

Liability for employees defined benefit obligations 33407438 34,109,344
Liability for long-service leave 18,027,597 12,081,908
Short-term employee benefits - -
Bills payable 11,470,853 2,959,579
Creditors and accruals 177923,042 80,383,030
Interest payable on deposit 322,582 252,466
Interest payable on borrowing - -
Unpaid Dividend 58,731,974 59,392,903
Liabilities under Finance Lease - -
Employee bonus payable 69,479,135 59,828142
TDS Payable 34,895,043 31258910
Other 25144,007 26,485,222
a. Provision for general expense 3,247927 4,250,485
b. Liabilities under Operating Lease = -
c. Auction and bidding proceed 15171150 15,566,050
d. ATM and VISA payable 3,264,231 2,156,845
e. ASBA payable - -
f. Remit Payble (596,077) 289,667
g. Other 4,056,776 4,222175
Total 429,401,671 306,751,504

4.231 Defined benefit obligations

Figures in NPR

| Bank

Particulars As at 31st

Ashad 2077

As at 31st
Ashad 2078

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

Present value of funded obligations 47,550,980 49,574,275
Total present value of obligations 47,550,980 49,574,275
Fair value of plan assets 14143,542 15,464,931
Present value of net obligations 33,407,438 34,109,344
Recognised liability for defined benefit obligations 33,407,438 34,109,344
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4.23.2 Plan assets Figures in NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Plan assets comprise:

Equity securities = -
Government bonds - -
Bank deposit 14,143,542 15,464,931
Other - -
Total 14,143,542 15,464,931
Actual return on plan assets 1,036,372 1,304,258
4.23.3 Movement in the present value of defined benefit obligations Figures in NPR
Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077
Defined Benefit Obligation as at Shrawan 1 49,574,275 44,668,380
Actuarial losses (13,360,196) (3,562,084)
Benefits paid by the plan (2,473748) (2176,799)
Current service costs and interest 13,810,649 10,644,778
Defined Benefit Obligation as at Ashad End 47,550,980 49,574,275
4.23.4 Movement in the fair value of plan assets Figures in NPR
Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077
Fair Value of Plan Asset as at Shrawan 1 15,464,931 16,036,016
Contributions paid into the plan - -
Benefits paid during the year (2473748) (2,035,703)
Actuarial (losses) gains (244153) 89,976
Expected return on plan assets 1,396,512 1,374,642
Fair Value of Plan Asset as at Ashad End 14,143,542 15,464,931
4.23.5 Amount recognised in profit or loss Figures in NPR
Particulars As at 31st
Ashad 2078 Ashad 2077
Current service costs 9,460,283 7,158,380
Interest on obligation 4,350,366 2272116
Expected return on plan assets (1,396,512 (1,374,642
Total 12,414,137 8,055,854
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4.23.6 Amount recognised in other comprehensive income Figures in NPR
Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077
Actuarial (gain)/loss (13,116,043) (3,652,060)
Total (13,116,043) 3,652,060
4.23.7 Actuarial assumptions Figures in NPR
Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077
Discount rate 9% 9%
Expected return on plan asset 9% 8%
Future salary increase 5% 5%
Withdrawal rate 5% 5%
4.24 Debt securities issued Figures in NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

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 2078 Ashad 2077

Redeemable preference shares

Irredeemable cumulative preference shares (liabilities component)
Other

Total
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4.26 Share capital Figures in NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Ordinary shares 2,906,453,550 2,716,311,729

Convertible preference shares (equity component only) - -

Irredeemable preference shares (equity component only) - -

Perpetual debt (equity component only) - -

Total 2,906,453,550 2,716,311,729
4.26.1 Ordinary shares Figures in NPR
Particulars As at 31st
Ashad 2078 Ashad 2077
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 2,906,453,550 2,716,311,729
29,064,535 Ordinary share of Rs. 100 each 2,906,453,550 2,716,311,729
Subscribed and paid up capital 2,906,453,550 2,716,311,729
29,064,535 Ordinary share of Rs. 100 each 2,906,453,550 2,716,311,729
Total 2,906,453,550 2,716,311,729

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

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077
Balance as at the beginning of the year 2,716,311,729 2,209,766,313
Add: Issue of bonus share during the year 190,141,821 506,545,416
Add: Issue of right share during the year - -
Balance as at the end of the year 2,906,453,550 2,716,311,729
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4.26.2 Ordinary share ownership Figures in NPR

Particulars As at 31st Ashad 2078 As at 31st Ashad 2077

Percent Amount Percent Amount

Domestic ownership

Nepal Government 5 - - _

"A" class licensed institutions - - - -

Other licensed institutions = - - -

Other Institutions 1246 362,275,850 10.51| 285,402,047
Public 8754 | 2544177700 89.49| 2430,909,681
Other - - - -

Foreign ownership

Total | 100/ 2,906,453,550 | 100 2,716,311729

Particulars As at 31st Ashad 2078 As at 31st Ashad 2077

Percent Percent Percent
Share Ownership
Promoter 51.01 51.01 -| 1,385513,031
Public 4899 4899 -1 1,330,798,698
Total 100 100 -| 2,716,311,729
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BOID/SH NO. Name of Shareholder S’:;r:;b:rr‘glz Ho!ycimg Type
1301120000929415 Syakar Company Pvt. Ltd 1,782,623 613 Promoter Institution
1301250000229824 Chintamani Bhattarai 1114,535| 3.83 Promoter
1301010000339705 Prem Bahadur Shrestha 570,696 196 Promoter
1301520000022838 Mana Prasad Wagley 544,724 1.87 Promoter
1301060001038807 Mingma Dorje Sherpa 537128 1.85 Promoter
1301460000001638 Kanchha Gurung 426,272 147 Promoter
1301250000082813 Sushil Raj Parajuli 373972 129 Promoter
1301100000334400 Sudhir Prasad Sharma 326,798 112 Promoter
1301580000020869 Pushpa Jyoti Dhungana 307321 106 Promoter
1301090000021246 f,lr::;g”etﬁ'egf%ﬂpang o L 304402| 105 Public Institution
1301180000044311 Rajesh Kumar Agrawal 268,821 0.92 Promoter
lggﬁggggggf‘fg’gg/ Shrawan Kumar Agrawal 247943 085 Promoter
1301250000086573 Ramji Prasad Bastola 247325| 085 Promoter
1301250000705626 Vijay Kumar Sarawagi 219140 0.75 Promoter
42617 Shyamukapu International 210869| 073 Promoter Institution
1301010000339699 Shanti Shrestha 194,479 067 Promoter
1301280000076813 Shyam Kumar Chhetri 194,096 067 Promoter
13010S0000774721 Harpal Investment Company Pvt. Ltd 187172 0.64 Promoter Institution
1301370000112677 Ramesh Karmacharya 185276 064 Promoter
1301370000530001 Deepak Sherchan 185,231 064 Promoter
1301310000002141 Binod Bahadur Shrestha 172,840 0.59 Promoter
1301100000339694 Mankaji Makaju 170144 0.59 Promoter
1301010000147030 Chiranjibi Lal Sarawagi 163024| 0.56 Promoter
1301250000017272 Shanker Ghimire 154,784 0.53 Promoter
1301090000771256 Bil Bahadur Gurung 150,558 0.52 Promoter
1301250000153603 Mohan Das Manandhar 144690 0.50 Promoter
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4.27 Reserves

Figures in NPR

Particulars As at 31st As at 31st

Ashad 2078 Ashad 2077
Statutory general reserve 807085177 720,291,742
Exchange equalization reserve 848,105 848105
Corporate social responsibility reserve 4,905,544 3,785,608
Capital redemption reserve - -
Regulatory reserve 178,242,218 201,153,656
Investment adjustment reserve 40,000,000 40,000,000
Capital reserve - -
Assets revaluation reserve = -
Fair value reserve 516,594,984 172162154
Dividend equalization reserve = -
Actuarial gain/(loss) 12,161,936 2,980,706
Special reserve - -
Deferred Tax Reserve - -
Other reserve 393,268,028 292,829/184
Total 1,953,105,992 1,434,051,154

4.28 Contingent liabilities and commitments

Figuresin NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077
Contingent liabilities 131,150,000 99,870,000
Undrawn and undisbursed facilities 2,347461,748 1498,776,829
Capital commitment - -
Lease Commitment 15172432 14,173,776
Litigation 296,782,531 264,894,539
Total 2,790,566,710 1,877,715145

4.28.1 Contingent liabilities

Particulars

As at 31st

Figuresin NPR

As at 31st

Acceptance and documentary credit

Ashad 2078

Ashad 2077

Bills for collection

Forward exchange contracts

Guarantees 131,150,000 99,870,000
Underwriting commitment = -
Other commitments - -

Total 131,150,000 99,870,000
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Figures in NPR

Particulars As at 31st
Ashad 2078 Ashad 2077
Undisbursed amount of loans 824,921,341 -
Undrawn limits of overdrafts 1,522,540,407 1,498,776,829
Undrawn limits of credit cards - -
Undrawn limits of letter of credit = -
Undrawn limits of guarantee - -
Total 2,347,461,748 1,498,776,829

4.28.3 Capital commitments

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

Particulars

As at 31st
Ashad 2078

Figures in NPR

As at 31st
Ashad 2077

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

Particulars

Figures in NPR

As at 31st
Ashad 2077

Operating lease commitments

where the bank is lessee

Future minimum lease payments under non cancellable operating lease,

Not later than 1year

Later than 1 year but not later than 5 years

Later than 5 years

Sub Total

Finance lease commitments

where the Bank is lessee

Future minimum lease payments under non cancellable operating lease,

Not later than 1year 15172,432 14173776
Later than 1 year but not later than 5 years - -
Later than 5 years - -
Sub Total 15172,432 14,173,776

Grand Total 15,172,432 14,173,776
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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
Ashad 2078 Ashad 2077
Cash and cash equivalent 39,878,947 193,504,799
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions - -
Loan and advances to bank and financial institutions 129,706,750 134,657,486
Loans and advances to customers 3,166,011,180 3,033,988,595
Investment securities 113,362,399 71,554,547
Loan and advances to staff 4944178 7,809,105
Other - -
Total interest income 3,453,903,454 3,441,514,532
4.30 Interest expense Figures in NPR
Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077
Due to bank and financial institutions 13,895,960 140,169,254
Due to Nepal Rastra Bank 12,932,429 7469158
Deposits from customers 2,216,070,419 2144122,346
Borrowing = -

Debt securities issued = -

Subordinated liabilities - -
Other - -
Total interest expense 2,242,898,808 2,291,760,758
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Figures in NPR

As at 31st
Ashad 2077

Loan administration fees -
Service fees 158,534,778 101,522,276
Consortium fees 2,900,929 1,716,560
Commitment fees {iSiSSS 396,648
DD/TT/Swift fees - -
Credit card/ATM issuance and renewal fees 1148,240 1,115,408
Prepayment and swap fees 4747681 4757167
Investment banking fees = -
Asset management fees - -
Brokerage fees - -
Remittance fees 3,093,040 4,219,215
Commission on letter of credit - -
Commission on guarantee contracts issued 2,886,611 1,703,972
Commission on share underwriting/issue = -
Locker rental 935,600 859,550
Other fees and commission income 1037277 692,998

Total fees and Commission Income 177,202,015 119,787,794

4.32 Fees and commission expense

Particulars

Figures in NPR

As at 31st
Ashad 2077

ATM management fees

As at 31st
Ashad 2078

4,842,097

3,363,472

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

4,842,097

3,363,472
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4.33 Net trading income

Particulars

As at 31st
Ashad 2078

Figures in NPR

As at 31st
Ashad 2077

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

(17.864)

13,481

Other

Net trading income

(17,864)

13,481

4.34 Other operating income

Figuresin NPR

Particulars As at 31st As at 31st

Ashad 2078 Ashad 2077
Foreign exchange revaluation gain (184,640) 1,383,815
Gain/loss on sale of investment securities 112,120,778 2,690,925
Fair value gain/loss on investment properties - -
Dividend on equity instruments 16,063,827 15,710,668
Gain/loss on sale of property and equipment 550,737 399,612
Gain/loss on sale of investment property - -
Operating lease income 6,528,680 6,647056
Gain/loss on sale of gold and silver - -
Locker rent - -
Other 4,493,941 1,321,229
a. Income from Insurance Claims 42,580 -
b. Others 4,451,361 1,321,229
Total 139,573,324 28,153,305

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

Particulars

As at 31st
Ashad 2078

Figuresin NPR

As at 31st
Ashad 2077

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

(22,948,803)

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

317,270,930

178,040,667

Impairment charge/(reversal) on financial Investment

Impairment charge/(reversal) on placement with banks and
financial institutions

Impairment charge/(reversal) on property and equipment

Impairment charge/(reversal) on goodwill and intangible assets

Impairment charge/(reversal) on investment properties

Total

294,322,127

178,040,667
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Figures in NPR

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Salary 133,579,196 124,838,241
Allowances 105,226,826 100,086,391
Gratuity expense 12,414,137 9,270136
Provident fund 12,659,008 11,294,761
Uniform 8,640,000 -
Training & development expense 4,714,340 6,227,877
Leave encashment g588)0Es 8,478,873
Medical - -
Insurance 1,746,312 1,649,108
Employees incentive - -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS 791,833 2,376,202
Other expenses related to staff - -
Subtotal 289,310,687 264,221,591
Employees bonus 69479135 59,828,142

Grand total 358,789,822 324,049,733

4.37 Other operating expense

Figures in NPR

Particulars As at 31st As at 31st

Ashad 2078 Ashad 2077
Directors' fee 2,150,000 2,019,200
Directors' expense 1,208,643 2,015,581
Auditors' remuneration 2,100,000 200,000
Other audit related expense 475,000 425,000
Professional and legal expense 2,080,761 1,930,037
Office administration expense 143,787,384 141,989,175
Operating lease expense 59,737941 55112451
Operating expense of investment properties - -
Corporate social responsibility expense 3,219,736 7103444
Onerous lease provisions - -
Others 190,132 26118
Total 214,949,596 212,721,007
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4.371 Office administration expense

Particulars

As at 31st
Ashad 2078

Figures in NPR

As at 31st
Ashad 2077

Water and electricity 13,158,860 12,338,487
Repair and maintenance
(a) Building 28,726 6165
(b) Vehicle 2,065,592 2,659,909
(c) Computer and accessories 1169611 653,265
(d) Office equipment and furniture 1,980,150 2,015,051
(e) Other 248,389 369,350
Insurance 2,776,157 2478403
Postage, telex, telephone, fax 3244214 3,348,638
Printing and stationery 6,754,420 5845255
Newspaper, books and journals 185,808 295,953
Advertisement 11,670,680 11,823,256
Donation = -
Security expense 49,002,008 46,972,379
Deposit and loan guarantee premium 8,706,602 7406,943
Travel allowance and expense 1,362,628 2,008,481
Entertainment = -
Annual/special general meeting expense 632160 2432487
Other 40,801,378 41,335,154
a. ECC and other Bank charges 668,819 1107370
b. Internship expenses 9,960 170,700
c. Connectivity expense 8171915 8,440,595
d. Fuel expenses 4,268,510 4,486,296
e. Refreshment and guest hospitality 5179607 4,753,266
f. Cleaning and sanitation 3,501,077 4,213,185
g. Annual maintenance contract expense 5026412 3,987,581
h. Registration and renewal expense 491,260 3,779,599
i. Asset written off expense - 44784
j. Vehicle, property and other expense 2,588,711 2,694,443
k. Office supplies and small accessories 2,303,635 2,589,492
|. RTS and related expense 452103 725,018
m. Internet expense 967830 1,400,395
n. Other office expense 3471478 2942429
0. Other writeoff expenses - -
p. Other - -
Total 143,787,384 141,989,175
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Figures in NPR

Particulars As at 31st As at 31st

Ashad 2078 Ashad 2077
Depreciation on property and equipment 47329,370 52,295488
Depreciation on investment property 108,178 94,803
Amortization on intangible assets 1,038,570 1,092,447
Total 48,476,118 53,482,738

4.39 Non operating income

Particulars

As at 31st
Ashad 2078

Figures in NPR

As at 31st
Ashad 2077

Recovery of loan written off 22,985,076 1,056,854
Other income - 12,643,833
Total 22,985,076 13,700,688

4.40 Non operating expense

Particulars

As at 31st
Ashad 2078

Figuresin NPR

As at 31st
Ashad 2077

Loan written off 3,928,856 1,298,145
Redundancy provision = -
Expense of restructuring - -
Other expense 126,365 -

Total 4,055,221 1,298,145

Figures in NPR

4.41 Income tax expense

Particulars As at 31st As at 31st
Ashad 2078 Ashad 2077

Current tax expense 189,028,448 154,529,271
Current year 187105,073 154,400,991
Adjustments for prior years 1,923,375 128,280
Deferred tax expense 2,316,588 5,363,185
Origination and reversal of temporary differences 2,316,588 5,363,185
Changes in tax rate - -
Recognition of previously unrecognised tax losses - -

Total income tax expense 191,345,036 159,892,456
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4.411 Reconciliation of tax expense and accounting profit Figures in NPR

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2078

Profit before tax 625,312,215 538,453,280
Tax amount at tax rate of 30% 187,593,665 161,535,984
Add: Tax effect of expenses that are not deductible for tax purpose 5896,012 4755116
Less: Tax effect on exempt income (11.879,892) (8,061,297)
Add/less: Tax effect on other items 7418664 (3,700,531)
Total income tax expense 189,028,448 154,529,271
Effective tax rate 30.23% 28.70%
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Statement of Total Distributable Profit or Loss
For the Year Ended 31st Ashad 2078 (15 July 2021)

(As per NRB Regulation) , .
Figures in NPR

Particulars

As at 31st
Ashad 2077

As at 31st
Ashad 2078

Opening Retained Earnings 293,536,397 522,039,599
Transfer From Retained Earnings During the Year (for Distribution 2076-77) (271,554,861) (517,392,710}
Transfer to Retained Earnings during the Period 44065472 25101484
Net profit or (loss) as per statement of profit or loss 433,967,179 378,560,824
Appropriations:
a. General reserve 86,793,436 75712165
b. Foreign exchange fluctuation fund - 345954
c. Capital redemption reserve - -
d. Corporate social responsibility fund 1119,936 3,785,608
e. Employees' training fund - -
f. Other - -
g. Investment Adjustment Reserve = -
Total Retained Earnings before regulatory adjustment 412,100,815 328,465,470
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) (2680,919) (38,069,975)
b. Short loan loss provision in accounts (-)/reversal (+) - -
c. Short provision for possible losses on investment (-)/reversal (+) 9,206,262 19,662,464
d. Short loan loss provision on Non Banking Assets (-)/reversal (+) 10,660,314 -
e. Deferred tax assets recognized (-)/ reversal (+) 2,316,588 5,363,185
f. Goodwill recognised (-)/ impairment of Goodwill (+) = -
g. Bargain purchase gain recognized (-)/reversal (+) - -
h. Actuarial loss recognized (-)/reversal (+) 8733471 (7780,428)
i. Other (+/-) (5,324,278) (14104,319)
Total Distributable Profit or (Loss) 435,012,253 293,536,397

qfH FRIATT 000/0t0¢




¢ EEELEEEEETC

=8l Lumbini Bikas Bank Ltd. '~

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.

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

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

i. Board of Directors

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

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

ii. Risk Management Committee

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

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

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

Credit Risk Management is ultimately the responsibility of the Board of Directors. Hence Overall strategy as well
as significant policies has to be reviewed by the board regularly. Further, Senior Management is responsible for
implementing the Development Bank's credit risk management strategies and policies and ensuring that procedures
are 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 meetits 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

e FRIEs 06/0¢



¢ EEELEEEEETC

=8l Lumbini Bikas Bank Ltd. '~

been held on a regular basis. ALCO's general responsibilities include developing and maintaining appropriate liquidity
risk management policies and procedures, optimizing the structure of assets and liabilities, maintaining the stability
of the deposit base, projecting cash flows and evaluating the level of current assets, in terms of liquidity of the
branches, maintaining an efficient internal fund transfer mechanism, MIS reporting, limits and oversight programs.
ALCO delegates day-to-day operating responsibilities to the Development Bank's treasury department.

Risk Management Department, ALCO, Senior Management, BOD level Risk Management committee and BOD
regularly monitor the liquidity risk measurement practices. Regular management reports and risk measures would

be the source information of monitoring. Monitoring functions have ensured about the relevancy and accuracy of
measurements and management practices.

5.1.5 Fair value of financial assets and financial liabilities

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 2078 Carrying value Level 1 Level 2 Level 3

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

-Quoted equity securities 1175,201119 1175,201119

-Unquoted equity securities 10,967,148 10,967148
Financial assets carried at amortized cost
Cash and Cash Equivalents 4,264,391,045 4,264,391,045
Due from Nepal Rastra Bank 1,318,007,209 1,318,007,209
Placement with Bank and Financial Institutions - -
Loans and Advances to BFls 2,516,006,709 2,516,006,709
Loans and Advances to Customers 29,673,539,871 29,673,539,871
Investment Securities 3,791,254,292 3,791,254,292
Other Assets 144,105,084 144,105,084
Total Financial Assets 42,893,472,479 1,175,201,119 -1 41,718,271,360
Financial Liabilities
Financial liabilities carried at amortized cost:
Due to Bank and Financial Institutions 408,344,280 408,344,280
Due to Nepal Rastra Bank 1426,927,505 1,426,927,505
Deposits from Customers 36,371,466,800 36,371,466,800
Borrowings - -
Other Liabilities 377966,636 377966,636
Total Financial Liabilities 38,584,705,220 -| 38,584,705,220
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As at 31st Ashad 2077 | Carrying value | Level1 | Level 2 | Level 3
Financial Assets

Financial Assets measured at FVTOCI

Investment Securities (Equity instruments)

-Quoted equity securities 557,944,597 557,944,597 - -
-Unquoted equity securities 10,722178 - - 10,722178

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 - - 1,367,807,062
Other Assets 98,369,818 - - 98,369,818
Total Financial Assets 33,476,085,391 557,944,597 -1 32,918,140,794

Financial Liabilities

Financial liabilities carried at amortized cost:

Due to Bank and Financial Institutions 176,764,472 - - 176,764,472
Due to Nepal Rastra Bank 469,929,415 - - 469,929,415
Deposits from Customers 28,058,567,257 - -| 28,058,567257
Borrowings - - - -
Other Liabilities 260,560,252 - - 260,560,252

Total Financial Liabilities 29,965,821,396 - -1 29,965,821,396

5.2. Capital Management

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

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

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

fundamental purposes.

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

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

» Inform the board about the ongoing assessment of Development Bank's risk profile, mitigation technique being
applied and estimated future capital requirement of the Development Bank.

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

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

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

» Create the foundation and basis to have an informed view on capital requirements to state the Development
Bank's position on capital adequacy against regulatory capital requirements.

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

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

Board shall be primarily responsible for ensuring the current and future capital needs of the Development Bank
in relation to strategic objectives. Management shall review and understand the nature and level of various risks
that the Development Bank is confronting in the course of different business activities and how this risk relates
to capital levels and accordingly implement sound risk management framework specifying control measures to
tackle each risk factor.

Board shall ensure that the ICAAP does not become mere compliance activity only but ensure its integration into
ongoing operations and planning.

Paid Up Capital

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

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

» Issue Capital as of date of financial position is NPR 2,906,453,550 ordinary Share represented by 29,064,535
of NPR 100 each

» Paid up Capital as of date of Financial Position is NPR 2,906,453,550 ordinary share represented by 29,064,535
of NPR 100 each.

Particulars Fiscal Year Paid up Capital

Share Capital Up to 2073/74 2,008,878,469
Right Share issue 2074/75 140,755,300
Right Share issue through auction 2074/75 23,648,900
Right Share issue through auction 2075/76 36483644
Bonus Share of 2074/75 & 2075/76 2076/77 506,545,416
Bonus Share of 2076/77 2077/78 190,141,821

Total Share Capital 2077/78 2,906,453,550

Regulatory Minimum paid up capital requirement

For the national level development bank, regulatory required minimum capital is NPR 2,500,000,000 paid up
capital of the Development Bank stood at Rs 2,906,453,550 against the minimum required capital.

aifis gRE 00/06¢
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ii. Quantitative Disclosure

1. Capital Structure and Capital Adequacy

A. Tier 1 Capital and a Breakdown of its components; Amount NPR. “000"
S.No. Particulars Amount

a Paid up Equity Share Capital 2,906,454

b Irredeemable Non-cumulative preference shares -

c Share Premium -

d Proposed Bonus Equity Shares -

e Statutory General Reserves 807085

f Retained Earnings 435012

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

h Capital Redemption Reserve -

i Capital Adjustment Reserve -

j Dividend Equalization Reserves -

k Other Free Reserve -

| Less: Goodwill -

m Less: Deferred Tax Assets -

n Less: Fictitious Assets -

0 Less: Investment in equity in licensed Financial Institutions -

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

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

r Less: Investments arising out of underwriting commitments -

S Less: Reciprocal crossholdings -

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

u Less: Other Deductions -
Total Tier 1 Capital 403,505

B. Tier 2 Capital and its Components Amount NPR. “000"
S.No. Particulars Amount

a Cumulative and/or Redeemable Preference Share -

Asset Revaluation Reserve -

b Subordinated Term Debt -
c Hybrid Capital Instruments -
d General loan loss provision 431473
e Exchange Equalization Reserve 848
f Investment Adjustment Reserve 40,000
9

h

Other Reserves -
Total Tier 2 Capital 472,322
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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.
» Purchase of Land and building in excess of limit and unutilized has been deducted from the Tier-I capital.

E. Total qualifying capital

S.No. Particulars Amount in ‘000
1. Core Capital 4103,505
2. Supplementary Capital 472,322
Total Capital Fund 4,575,827

F. Capital Adequacy Ratio

S.No. Particulars Percent (%)
1. Tier 1to Risk Weighted Exposure 11.89%
2. | Total Capital to Risk Weighted Exposure 13.26%

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 2.906 Billion. The Development Bank complies with the Capital
Increment plan of NRB. The overall strategy of the Development Bank has been formulated with the special consideration
to the capital adequacy requirement according to BASEL-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 32,383,294
i Risk Weighted Exposure for Operational Risk 1,784,475
ii. Risk Weighted Exposure for Market Risk 8,346

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)

Add: Overall risk management policies and procedures are not satisfactory. Add 1% of RWE 341,761
Total Risk Weighted Exposures (After Bank's adjustments of Pillar Il) 34,517,877
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B. Risk Weighted Exposures for Credit Risk under each of 11 categories of Credit Risk;

S.N. Particulars Amount (RWA)

1 Claims on government & central bank -
2 Claims on other official entities -
3 Claims on banks 613,952
4 Claims on corporate & securities firms 12,634,785
) Claims on regulatory retail portfolio 8,608,815
6 Claims secured by residential properties 2,270,000
7 Claims secured by commercial real state 750,114
8 Past due claims 849,205
9 High risk claims 3,901,389
10 | Other assets 1,679,053
M Off balance sheet items 1,075,980

Total Credit Risk Weighted Exposure 32,383,294

C. Total Risk Weighted Exposure Calculation Table

i. Risk Weighted Exposure for Credit Risk

Risk
Net Value Weighted
Exposures

Specific | Eligible

A. Balance Sheet Exposures Book Value Provision CRM

Cash Balance 599,636 - - 599636 0% -
Balance With Nepal Rastra Bank 1,318,007 - -| 1318007 0% -
Gold - - - - 0% -
Investment in Nepalese Government Securities 4,350,849 - -1 4350849 0% -
All Claims on Government of Nepal 17193 17193 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| 0% .
Claims on Foreign Government and Central Bank (ECA -2) - -| 20% -
Claims on Foreign Government and Central Bank (ECA -3) - -| 50% -
e 1 |-
Claims on Foreign Government and Central Bank (ECA -7) - -| 150% -
Claims On BIS, IMF, ECB, EC and MDB's recognized by the | oow )
framework

Claims on Other Multilateral Development Banks - -| 100% -
Claims on Public Sector Entity (ECA 0-1) - -| 20% -
Claims on Public Sector Entity (ECA 2) - -| 50% -

Continued...
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A. Balance Sheet Exposures Book Value SpeFlﬁc Eligible Net Value Weighted
Provision CRM
Exposures

Claims on Public Sector Entity (ECA 3-6) - -| 100% -
Claims on Public Sector Entity (ECA 7) - -| 150% -
Clalms on domestic banks that meet capital adequacy 3069762 | s0e9762| 20% 613952
requirements
Claims on domestic banks that do not meet capital . B ) -| 100% ;
adequacy requirements ?
Claims on foreign bank (ECA Rating 0-1) - - - -| 20% -
Claims on foreign bank (ECA Rating 2) - - - -| S0% -
Claims on foreign bank (ECA Rating 3-6) - - - -| 100% -
Claims on foreign bank (ECA Rating 7) - - - -| 150% -
Claims on foreign bank incorporated in SAARC region
operating with a buffer of 1% above their respective - - - -| 20% -
regulatory capital requirement
Claims on Domestic Corporates 11,533,408 324,075| 11,209,332| 100% | 11,209,332
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) 11,817174 338754| 11478420| 75% | 8608815
Claims fglﬁllmg all criterion of regularity retail except ) ) _| 100% .
granularity
Claims secured by residential properties 3,603,693 - -| 3603693| 60% 2162216
Claims not fully secured by residential properties - - -| 150% -
Claims secured by residential properties (Overdue) 115,938 27622 - 88,316 | 100% 88,316
Claims secured by Commercial real estate 750114 750,114 | 100% 750114
Past du'e claims (except for claims secured by residential 1022912| 456776 ) 566137| 150% 849,205
properties)
High Risk claims 2,714,555 -| 1M3629| 2600926| 150% | 3901389
Lending Against Securities (Bonds & Shares]) 1425453 - -| 1425453| 100% | 1425453
!nve'stnjents‘ in eq.urcg and other capital instruments of 597139 ) 597139 | 100% 597139
institutions listed in stock exchange -
!nvgstnjents in e'qurcg.and other capital instruments of 6950 ) ) 6950/ 150% 10425
institutions not listed in the stock exchange
Staff loan secured by residential property 38935 - - 38935| 50% 19,468
Interest Receivable/claim on government securities 34,738 - - 34,738 0% -
Cash m transit and other cash items in the process of 35 ) ) 35| 20% 7
collection
Other Assets 2,544,060| 1472578 - -| 100% | 1071483

Total (A) 45,560,552|1,956,976| 776,458 42,827,119 31,307,314
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B. Off Balance Sheet Exposures

Book Value

Specific
Provision

Eligible
CRM

Weighted
Exposures

Revocable Commitments - - - -l 0% -
Bills Under Collection - - - -| 0% -
Forward Exchange Contract Liabilities - - - -| 10% -
LC Commitments With Original Maturity Upto 6 months ) ) ) | 20% .
domestic counterparty ’
Foreign counterparty (ECA Rating 0-1) - - - -| 20% -
Foreign counterparty (ECA Rating 2) - - - -| 50% -
Foreign counterparty (ECA Rating 3-6) - - - -| 100% -
Foreign counterparty (ECA Rating 7) - - - -| 150% -
LLC Commitments With Original Maturity Over 6 months ) . ) | s0% )
domestic counterparty ’
Foreign counterparty (ECA Rating 0-1) - - - -| 20% -
Foreign counterparty (ECA Rating 2) - - - -| 50% -
Foreign counterparty (ECA Rating 3-6) - - - -| 100% -
Foreign counterparty (ECA Rating 7) - - - -| 150% -
Bid Bonq, Performance Bond and Counter guarantee 1287150 8443 119708| 50% 59,854
domestic counterparty
Foreign counterparty (ECA Rating 0-1) - - - -| 20% -
Foreign counterparty (ECA Rating 2) - - - -| 50% -
Foreign counterparty (ECA Rating 3-6) - - - -| 100% -
Foreign counterparty (ECA Rating 7) - - - -| 150% -
Underwriting commitments - - - -| 50% -
Lending of Bank's Securities or Posting of Securities as
- - - -| 100% -

collateral
Repurchase Agreements, Assets sale with recourse - - - -| 100% -
Advance Payment Guarantee 3,000 625 2,375| 100% 2,375
Financial Guarantee - - - -| 100% -
Acceptances and Endorsements - - - -| 100% -
Unpaid portion of Partly paid shares and Securities - - - -| 100% -
Irrevocable Credit commitments (short term) 1,522,540 - -l 1522540 20% 304,508
Irrevocable Credit commitments (long term) 824,921 - - 824,921| 50% 412,461
Claims on foreign bank incorporated in SAARC region oper-
ating with a buffer of 1% above
their respective regulatory capital requirement - - - - - -
Other Contingent Liabilities 296,783 - - 296,783| 100% 296,783
Unpaid Guarantee Claims - - - -| 200% -

Total (B) 2,775,394 - 9,068| 2,766,327 1,075,980
Total RWE for credit Risk Before Adjustment (A) +(B) 48,335,946 1,956,976 785525| 45593445 - |32,383,294
Adjustments under Pillar I
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 48335946 1956,976| 785,525/ 45,593,445 ) 32,383,294

under Pillar Il
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iii. Risk Weighted Exposure for Market Risk (Amount in ‘000)
Currency Open Position (FCY)| Exchange Rate | Open Position (NPR) | Relevant Open Position
United States Dollar 125.85 120.85 15,208 15,208
Euro 6.21 138.20 859 859
Great Britain Pound (0.07) 153.00 (10) 10
Swiss Franc - - - -
Australian Dollar 1.37 84.98 116 116
Canadian Dollar 091 88.51 80 80
Singapore Dollar 0mM 86.56 10 10
Japanese Yen 24765 114 282 282
Chinese Yuan - -
Indian Rupee 22.26 1.60 36 36
Saudi Arabian Riyal - - -
Qatari Riyal - - - -
Thai Baht - - -
Emirati Diram 290 31.80 92 92
Malaysian Ringgit - - - -
South Korean Won - - - -
Swedish Kroner - - - -
Danish Kroner - - - -
Hong Kong Dollar - - - -
Kuwaiti Dinar - - - -
Bahraini Dinar - - - -
(a) Total Open Position 16,672 16,693
(b) Fixed Percentage 5%
(c) Capital Charge for Market Risk (=axb) 835
(d) Risk Weight (reciprocal of capital requirement of 10%) in times 10
(e) Equivalent Risk Weight Exposure (=cxd) 8,346
iv. Risk Weighted Exposure for Operational Risk (Amount in ‘000)
Particulars Financial Year
2076777
Net Interest Income 797,058 1164,654 1149,754
Commission and Discount Income 9,375 140,050 119,788
Other Operating Income 118,811 39,847 26,769
Exchange Fluctuation Income 721 (273) 1,397
Addition/Deduction in Interest Suspense during the period - - -
Gross income (a) 926,965 1,344,278 1,297,708
Alfa (b) 15% 15% 15%
Fixed Percentage of Gross Income [c=(axb]] 139,045 201,642 194,656
Capital Requirement for operational risk (d) (average of c) 178,448
Risk Weight (reciprocal of capital requirement of 10%) in times (e) 10
Equivalent Risk Weight Exposure [f=(dxe]] 1,784,475

D. Details of Non- Performing Assets

Amount of Non-Performing Assets (both Gross and Net) Amount NPR. “000"
Non-Performing Loans Gross Amount Loss Provision Net Amount
a | Restructured and rescheduled 3,084 386 269861
b | Sub-Standard 247698 61925 185774
c | Doubtful 72,572 36,286 36,286
d |Loss 391,534 386,187 5347
Total 714,889 484,783 230,105
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. Fair Value
Particulars thll':c?t;;\r/\all’lﬁﬁt ég;?:g:}g:gsl re Amortized Cost Total
or Loss Income
As at 31st Ashad 2078
Financial Assets
Cash and Cash Equivalents - -] 4,264391045| 4,264,391045
Due from Nepal Rastra Bank - - 1318,007209| 1,318,007209
Placement with Bank and Financial Institutions - - - -
Loans and Advances to BFls - -1 2516,006,709| 2,516,006,709
Loans and Advances to Customers - -| 29,673,539,871| 29673539871
Investment Securities - 1186,168,267| 3791254292 4977422560
Other Assets - - 144,105,084 144,105,084
Total Financial Assets -| 186,168,267 41,707,304,212| 42,893,472,479

Financial Liabilities
Due to Bank and Financial Institutions - - 408,344,280 408,344,280
Due to Nepal Rastra Bank - - 1426,927505| 1426927505
Deposits from Customers - -1 36,371,466,800| 36,371466,800
Borrowings - - - =
Other Liabilities - - 377966,636 377,966,636

Total Financial Liabilities - -|38,584,705,220 | 38,584,705,220

Fair Value L
Particulars through Profit égg:g;\g:gs re Amortized Cost
or Loss Income

As at 31st Ashad 2077
Financial Assets
Cash and Cash Equivalents - - 4811555306| 4811555306
Due from Nepal Rastra Bank - -1 1300,360,398| 1,300,360,398
Placement with Bank and Financial Institutions - - - -
Loans and Advances to BFls - - 1008,801718 1,008,801,718
Loans and Advances to Customers - -1 24,320,524,314| 24,320,524,314
Investment Securities - 568,666,775| 1367807062 1936473837
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 - - 176,764,472 176,764,472
Due to Nepal Rastra Bank - - 469,929,415 469,929,415
Deposits from Customers - -1 28,058,567257| 28,058,567257
Borrowings - - - =
Other Liabilities - - 260,560,252 260,560,252

Total Financial Liabilities - -129,965,821,396 | 29,965,821,396
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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
provision for loss created for such loans.

b. Treasury and Remittance

The balance lying with the Development Banks invested in government bonds, treasury bills, placements and
shares of other organizations come under this segment. The interest income of bonds and bills, forex gains,
dividend income are revenue items of this segment. Expenses of this segment comprises of interest expenses on
deposits used for making investments, forex losses, pro-rated personnel expenses and operating expenses as well
as provision for loss created for such investments. Remittance commission income from various agencies along
with related expenses are also the part of this segment.

c. Other Components (Unallocated)

All other revenues and expenses which cannot be classified to the above-mentioned segments fall under this
segment. The income from sale of assets, other fees and commission are revenue items of this segment. Un-
attributable personnel expenses, operating expenses and written off assets are expense items of this segment.
Business Banking, Treasury and Remittance comprise majority of Development Bank's total revenue. Hence, these
operations are treated as reportable segments and the remaining are classified under other segment.

2. Information about profit or loss, assets and liabilities

Treasury and | Other Component

Particulars Banking Remittance (Unallocated) Total
a. | Revenues from external customers 3528511077 | 124,228,725 140,906,203 | 3,793,646,005
b. |Inter Segment revenues - - - -
c. |Net Revenue 3528,511,077| 124,228,725 140,906,203 | 3,793,646,005
d. |Interest revenue 3,332,565265| 121338189 -| 3453903454
e. |Interest expense 2,229,966,379 12,932,429 -| 2,242,898,808
f. | Net interest revenue 1102,598,887| 108,405,760 -| 1211004646
g. | Depreciation and amortization 45,088,160 1587424 1,800,533 48,476,118
h. | Segment profit /(loss) 421437967 90,920,899 112,953,349 625,312,215
Entity’s interest in the profit or loss
i. |of associates accounted for using - - - -
equity method
j. | Other material non-cash items - - - -
k. |Impairment of assets - - - -
l. | Segment assets 36,053163,613| 7642521188 429,088370| 44125173171
m. | Segment liabilities 38,401,199,705 - 428,401,671| 38,830,601,376
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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
Interest income on business banking includes interest income from total loan portfolio and Interest expenses
includes interest expenses on deposit portfolio.

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

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

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

(d) Nature of any differences between the measurements of the reportable segments “profits or losses and the
entity's profit or loss before income tax.
Not Applicable

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

(f) Nature and effect of any asymmetrical allocations to reportable segments.
The income. expense, asset and liabilities that are not identifiable to particular segment have been allocated on
the basis of gross revenue of the segment.
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Reconciliations of reportable segment revenues, profit or loss, assets and liabilities

Revenue

Amount

Total revenues for reportable segments 3,652,739,801
Other revenues 140,906,203
Elimination of intersegment revenues -
Entity's revenues 3,793,646,005

Profit or loss

Amount

Total profit or loss for reportable segments 512,358,866
Other profit or loss -
Elimination of intersegment profits -
Unallocated amounts: 112,953,349
Profit before income tax 625,312,215

Assets

Amount

Total assets for reportable Segments 43,696,084,801
Other assets -
Unallocated amounts 429,088,370
Entity's assets 44125173171

Liabilities

Amount

Total liabilities for reportable Segments 38,401,199,705
Other liabilities -
Unallocated liabilities 429,401,671
Entity's liabilities 38,830,601,376

Information about products and services
Gross Revenue from each type of product and services

Interest Income on Overdraft Loan 1,036,921,016
Interest Income on Demand Loan 340,118,514
Interest Income on Term Loan 940,828,412
Interest Income on Home Loan 443,848136
Interest Income on Educational Loan 2,516,299
Interest Income in Auto and Hire Purchase Loan 178,663,462
Interest Income on Other loan Product 357,766,270
Fees and Commission-Banking 172,960,735
Other Write back and Non-Operating-Banking 22,985,076
Interest Income in Development Bond 113,074,728
Interest Income in Call Deposit and Placement 40,166,618
Other Revenue from Treasury Function 2,890,536
Other unallocated Income 140,906,203

aifis gRE 00/06¢




5.5.

5.6.

5.7

¢ EEELEEEEETC
e

Lumbini Bikas Bank Ltd. |~

(g) Information about geographical areas
Net Revenue on the basis of geographical areas

S.No. Areas | Amount
(a) | Domestic
Province 1 476,627676
Province 2 497,011,059
Bagmati 2,298,008,340
Gandaki 373,611,535
Lumbini 123,554,706
Karnali 7956,239
Sudurpaschim 16,876,451
(b.) | Foreign
Total 3,793,646,005

(h) Information about major customers
No revenue from a single customer accounted for more than 10% during the reporting period

Share options and share based payment
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 Cheque holder. Remaining 40% amount will be paid only after the recovery from the
offender. Hence, there is no any probable additional liability of the Development Bank till date.

Among the Cheque holder, Chandragiri Bachat Tatha Rin Sahakari Sanstha Limited and Nayapati Bachat Tatha Rin
Sahakari Sanstha Limited have filed the case at Honorable Kathmandu District Court by claiming the remaining 40%
amount. The Development Bank has filed for suspension of case filed by the plaintiff at Honorable Kathmandu District
Court which was registered in the court on 2074.04.29 and the Honorable Kathmandu District Court has pass verdict
of suspension of the case till the verdict of another case filed by Government of Nepal at Honorable Supreme Court.

The Prabhu Bank (Former: Bhaivab Finance Limited ) has filed the case at Honorable Kathmandu District Court by
claiming the amount Rs Two Crore which was supposed to be deposited but not accounted at Kuleshwor Branch of
the Development Bank. The amount is related to the Good for Payment cheque and the Development Bank is in legal
proceeding for the same in the supreme court too. Any probable additional liability could not be established till the
date of Financial Statements.

Related Party Disclosures

a. Entity Relationships

Relationship Related Parties

Muktinath Capital Limited (Former :Vibor Capital Limited)
Nadep Laghubitta Bittiya Sanstha Limited
Deprosc Laghubitta Bittiya Sanstha Limited

Associates

Lumbini General Insurance Company Limited

e FRIEs 06/0¢




¢ EEELEEEEETC

=8l Lumbini Bikas Bank Ltd. '~

5.8.

5.9.

5.10.

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

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. KeyManagement Personnel (excluding Directors)

Mr. Naresh Singh Bohra Chief Executive Officer
Mr. Paban Dhakal Senior Deputy Chief Executive Officer
Mr. Umesh Regmi Deputy Chief Executive Officer

d. Transactions with related parties

Related Party Nature of transactions 2077/78 2076/77
Meeting Allowances 2,150,000 2,018,200
Those Charged with Governance Telephone and Newspaper 1,079,898 1,554,392
Travelling Expenses 128,745 214,850
Chief Executive Officer Short term employee benefits 8,356,869 9,739,742

Key Management Personnel (excluding

CEO and Directors) Short term employee benefits 12,681,875 12,386,405

Registrar to Share and share

related other Expenses Glee 725078

Muktinath Capital Limited (Associates)

Merger and Acquisition
The Development Bank has not entered into any merger or acquisition for the fiscal year ended on 15 July 2021

Additional disclosure of non-consolidated entities
There are no such entities which are required to be consolidated but not done during the year.

Events after reporting date

There have been no material events after the reporting period affecting the financial status of the Bank as on
Ashad end, 2078.The Development Bank monitors and assesses events that may have potential impact to qualify
as adjusting and/or non-adjusting events after the end of the reporting period. All adjusting events are adjusted in
the books with additional disclosures and non-adjusting material events are disclosed in the notes with possible
financial impact, to the extent ascertainable.

There are no material events that have occurred subsequent to Ashad End 2078 till the signing of this financial
statement on 2078/07/08.
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6. Other Explanatory Notes
6.1. Reserves & Surplus

i. 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 86,793,436 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, bank has not transferred to this reserve as there was revaluation loss in the reporting period.

iii. Corporate Social Responsibility Reserve

As per the NRB Directives on Corporate Social Responsibility, the Development Bank has allocated 1% of the net
profit of current fiscal year for CSR activities. The total amount of corporate social responsibility reserve is NPR
4,905,544 and NPR 3,785,608 respectively for current year and previous year.

Particulars 2077/78 2076/77
Opening as on Shrawan 1 3,785,608 7,028,036
Addition during the year 4,339,672 3,785,608
CSR expense during the year (from CSR reserve) (3,219,736) (7028,036)
Closing as on Ashad End 4,905,544 3,785,608

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 through the Statement of Changes in Equity. Accordingly, the bank has credited the following amounts

During the FY 2077-78.

Transfer

Particulars As at 31st (reversal) to As at 31st
Ashad 2077 Ashad 2078
Reserve-2078

Accrued Interest Recognized as Income 82573436 2680919 85254356
(net of staff bonus and tax)
Investment Properties
(net of accumulated depreciation and Income Tax) 52,070,592 (10660,314) A0S
Deferred Tax Assets-Addition/(Reversal) 34,465,576 (2,316,588) 32,148,988
Fair Value Loss in Investment in Equity/(Reversal) 9,206,262 (9,206,262) =
Actuarial Gain (Through Profit or Loss Account ) 8,733,471 (8,733,471) -
Other Regulatory Adjustment 14,104,319 5324,278 19,428,596

Total 201,153,656 (22,911,438) 178,242,218

The movement on regulatory reserve over the reporting period including previous fiscal years disclosed in the
“Changes in Regulatory Reserve" as a part of Financial Statements.

The description of each items of regulatory reserve created as per NRB Directive 4(3)/2077 is as below:
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a. Accrued Interest

Interestincome recognized in statement of Profit or Loss account on accrual basis has been transferred to Regulatory
Reserve (net of staff Bonus & Tax) from retained earnings. However, interest income of NPR 59,857,951 recovered up
to Bhadra 15, 2078 has not been transferred to regulatory reserve as per the NRB directive 4(3)(b)/2077.

Total regulatory reserve of Rs 85,254,356 has been created for the interest income recognized on accrual Basis (net
of Bonus & Tax) upto the reporting period.

b. Investment Properties (Non-Banking Assets)
Regulatory reserve on Non-Banking Assets (net of Bonus & Tax) has been created as per NRB directives 4(3)(e)/2077.

Regulatory reserve of NPR 41,410,278 has been created upto FY 2077/78. The additional adjustment of staff Bonus
and income tax which was not deducted in previous fiscal years has been adjusted during the reporting period.

c. Deferred Tax Assets

As per NRB Directives 4(3)(e)/2077, regulatory reserve shall be created from retained earnings for the amount equal
to Deferred Tax Assets. Bank has Deferred Tax Liability (after netting off Deferred Tax Assets] in statement of financial
Position.

Bank has created regulatory reserve of Rs 32,148,988 upto Ashad end 2078 for the amount equal to deferred tax
assets charged through Profit or Loss Account, though Development Bank has Deferred Tax Liability in the Statement
of Financial Position of Ashad end 2078.

d. Fair Value Loss on Investment

Bank has fair value gain in overall equity investment portfolio of the Bank. Regulatory reserve of NPR 9,206,262
created up to previous fiscal years has been reversed and transferred to retained earnings as the bank has overall fair
value gain on equity investment in the reporting period.

e. Actuarial Gain (Leave)
Regulatory reserve on Actuarial Gain on leave through profit or Loss account of Rs 8,733,471 has been reversed and
transferred to retained earnings during the FY 2077-78.

f. Other Regulatory Reserve

Regulatory Reserve of Rs 19,428,596 (Rs 14,104,319 up to previous year & 5,324,278 during the year ) has been
created as per the requirement of conditional regulatory approval of interest capitalization on loan & advances. This
amount shall be available for distribution only after recovery of capitalized interest and/or settlement of Loan.

v. Investment Adjustment Reserve

As per the NRB directives, Investment adjustment reserve shall be created against the unquoted share investment
if they did not get listed within 3 years of investment date. However, in case of holding of more than 50% in entities
which don't require to get listed and investment in Karja Suchana Kendra, Nepal Clearing House Ltd, National Banking
Institute, Nepal Electronic Payment System(NEPS), Nepal Stock Exchange, such adjustment reserve need not to be
created.

Bank has investment in unlisted share of Karja Suchana Kendra, Nepal Clearing House Ltd, National Banking Institute,
Nepal Electronic Payment System(NEPS), Nepal Stock Exchange and Muktinath Capital Limited upto the reporting
period.

In compliance of the directives, bank has created investment adjustment reserve on investment of Muktinath Capital
Limited as following:

Date of Cost of Investment Adjustment

Investment Investment Reserve
2010/07/09 | Muktinath Capital Ltd. (former: Vibor Capital Ltd.) 40,000,000 40,000,000

vi. Fair Value Reserve
Fair Value Reserve of the Bank includes Fair Value Gain on Investment in Equity through OCI (net of deferred Tax
Liability) upto Ashad end 2078.

Bank has fair value reserve (net of deferred tax liability) of Rs 516,594,984 upto Ashad end 2078.
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vii. 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 2077/78.

The Development Bank has not credited to Staff training and development fund for FY 2077/78.

viii. Actuarial Gain (Loss)
Development Bank has reserve of actuarial gain on valuation of Defined Benefit Obligation (gratuity of staff) of Rs

12,161,936 (net of Deferred Tax Liability).

ix. Other Reserve:

a. Reserve on Investment in Associates (using equity method): Rs. 387,793,028
Bank has opted the valuation of investment in associated using equity method. The movement of reserve on
investment in Associates calculated using equity method has been recognized through OCI in the reporting period.
The details of Reserve in Associates using equity Method is presented as below:

Name of Associates Invecs(::e%ft (a) Tst‘g;%i\a/?clause[t?]f A Inszssixan{‘in

ssociates (c=b-c])
Deprosc Laghubitta Bittiya Sanstha Ltd. 46,485,168 316,911,023 270,425,855
NADEP laghubittta Bittiya Sanstha Ltd. 32,000,000 77,200,929 45,200,929
Lumbini General Insurance Limited 77456,555 141,307,288 63,850,733
Muktinath Capital Limited 40,000,000 48,315,511 8,315,511
Total (d) 195,941,723 583,734,750 387,793,028
Reserve up to Previous Year (e) 287,354,183
Reserve for this Year (f=e-d) 100,438,844

The additional reserve for the reporting period of NPR 100,438,844 has been recognized through OCI and total re-
serve on investment in associates is included in the Other Reserve of (Annexure: 4.27) of Financial Statements.

b. Other Reserve: Rs 5,475,000

Bank has other reserve of Rs 5,475,000 carried forward since 2011 from former Vibor Bikas bank Limited (merged
institutions of Lumbini Bikas Bank). Bank has not treated this reserve as free reserve and shall not be availed for
distribution unless otherwise specific purpose is justified/ascertained with proper documentary evidences.

6.2. Impairment

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

amount determined as per paragraph 63 of NAS 39.

Particulars 2077/78 2076/77
LLP as per NRB Directives (a) 1,054,073,829 759,751,701
Individual Impairment as per NFRS 98,782,084 98,133,990
Collective Impairment as per NFRS 98,576,027 101,755,961
Total Impairment as per NFRS (b) 197,358,111 199,889,951
Impairment on Loan and Advances (Higher of a & b) 1,054,073,829 759,751,701
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6.3. Investment Properties/Non-Banking Assets

Non-Banking Assets has been shown under the investment Properties. It has been recognized at Cost Less
Accumulated Depreciation (aggregated with the accumulated impairment losses). Details of the Investment properties

(at cost) are as follow:

Name Of Borrower Date of Assuming As at 31st As at 31st
Non-Banking Assets Ashad 2078 Ashad 2077

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
Kripa Jewellers 207712.31 11,641,000 -

Total 66,080,575 54,439,575

6.4. 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.

6.5. Deferred Tax Asset/Liabilities
Deferred Tax Asset/Liabilities are those assets and liabilities that arise due to temporary differences arising out of
accounting and tax base of assets and liabilities. Details of such is presented as:

Parti Carrying Temporary DR |5
articulars / Items Amount (Rs) Tax Base (Rs) Differences As§rets / [Dg_ferred

ax Liability)
Tangible and Intangible Assets 259024115 | 242,669,727 16,354,388 (4906,316)
Provision for Gratuity (50,781,632) -1 (50,781632) 15,234,490
Provision for Leave (18,027,597) -1 (18,027597) 5,408,279
Losses to be set off - 54,708,451| (54,708,451 16,412,535
a. Deferred Tax Assets (recognized through P/L) 32,148,988
Investment in Securities 186,168,267 | 448175433| 737992,835 (221,397.850)
Actuarial Gain/Loss 17,374,194 17,374,194 (5212,258)
b. Deferred Tax Liability (recognized through OCI) (226,610,109)
Deferred Tax Liability (a+b) (194,461,121)

Deferred Tax Liability (net of Deferred Tax Assets) has been presented in the Statements of Financial Position at the

end of the reporting period.

6.6. Accrued Interest income

Under NFRS compliant financial statements, interest income of loan and advances is recognized on accrual basis. In
line with circular:1of FY 2076/77, Guideline on recognition of Interest income, the Development Bank has suspended

interest income on the following types of loans:

i. Loans where there is reasonable doubt about the ultimate collectability of principal or interest

ii. Loans where contractual payments of principal and/or interest are more than 3 months in arrears and where the
“net realizable value” of security is insufficient to cover payment of principal and accrued interest;
iii. Loans where contractual payments of principal and/or interest are more than 12 months in arrears, irrespective of

the net realizable value of collateral;

iv. Overdrafts and other short term facilities which have not been settled after the expiry of the loan and even not

renewed within 12 months of the expiry, irrespective of the net realizable value of collateral:
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Details of Accrued Interest Income are as follow:

Particulars 2077/78 2076/77
Accrued Interest Receivable 481665624 565,876,361
Interest Suspended/Not recognized 286,483,299 (242,847330)
Recovered Upto Bhadra 152078 (59,857951) (191,960,084)
Total Accrued Interest Recognized 135,324,374 131,068,946
Accrued Interest Income up to Previous Year 131,068,946 (65,706,786)
Accrued Interest Income recognized this year 4,255,428 65,362,160

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 2077/78 2076/77
Book Value of Staff Loan 49,653,481 53,761,821
Prepaid Expenditure 1,655,984 550,774
Amortized Cost of Staff Loan 47,997,497 53,211,048

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 2077/78 2076/77
Earning Attributable to Equity Holder 433967179 378,560,824
Weighted Number of Equity Share 29,064,535 27163117
Earnings Per Share 14.93 13.94

There is nominal change in the EPS of the development bank as it has increased by Rs 0.99 per share as compared
to previous year. Bank has maintained its normal growth of profit in spite of pandemic impact through its efficiency
and effective mobilization of the resources of the development bank. Significant growth on other operating income
has contributed for the growth of overall operating results & EPS of the Bank.

Proposed Distribution (Dividend and Bonus Share)

The Board of directors in its 40Sth meeting dated 2078/07/26 has passed a resolution recommending for distribution
of bonus shares (stock dividend) of NPR 377.838,96144 and cash dividend of NPR 19,885,35519 (for applicable
taxes on bonus share) from available Free Reserve after approval from Nepal Rastra Bank and Annual General
Meeting of the Bank.

Amount NPR
Particulars 2077/78 2076/77
Cash Dividend* (For Tax Purpose) 19,885,955.19 81,489,351.86
Bonus Share (Stock Dividend)* 37783896144 190,141,821.00
Total 397,724,916.63 271,631,172.86

(*The proposed dividend of bonus shares (stock dividend) of NPR 290,645,354.96 and cash dividend of NPR
107,887,555.76 (including applicable taxes) recommended from 407th BOD meeting of the Bank dated 2078/07/08
has been amended after instruction from NRB letter dated 2078.0717 Ref: B.BAL.SU.BI/Gairsthlgat/Lumbini/078/79)
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6.10. Unclaimed Dividend

At the reporting date, unclaimed dividend over the years are as follow:

Particulars 2077/78 2076/77
Unclaimed Dividend for more than 5 years 4,697,397 4,730,333
Not Collected up to 5 years 64,800,202 54,662,570
Total 69,497,599 59,392,903

6.11. Interest Capitalization

As per the Nepal Rastra Bank Directives 2(39)/2077, 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 48,858,568 during FY
2077/78 with the approval & as per the directives/circular issued from Nepal Rastra Bank on time to time.

6.12. Non-Performing Assets

The Development Bank's non-performing assets ratio stood at 217% as at Ashad end 2078. The total non-
performing assets as at Ashad end 2078 is NPR 714,888,829.

Particulars This Year Previous Year o

Performing loans 32,285,551,758 25,021686,603 7,263,865/155 259%
Non-Performing Loans (NPL) 714,888,829 691,151,053 23737775 3%
Restructured/rescheduled 3084133 - 3,084133
Substandard 247,698,512 152,800,441 94,898,071 62%
Doubtful 72,572,304 233929424 -161,357120 -69%
Loss 391,533,880 304,421,187 87112,692 29%
Gross Loans & Advances 33,000,440,587 25,712,837655 7,287602,932 28%

Gross NPL to Gross Loan: 2.17%

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. Development Bank has extended the relaxation to borrower

as guided by the NRB directives and Circular on time to time.

6.13. Concentration of Deposits, Loans & Advances and Contingents

Loans & Advances and Bills

Deposits & Borrowings

Purchased
Particulars
As at 31st As at 31st As at 31st As at 31st
Ashad 2078 Ashad 2077 Ashad 2078 Ashad 2077
Total Amount Outstanding 33,000,440,587| 25712,837655| 37162,811,079| 29,705,261143
Highest Exposure of Single Unit 542,800,196 481772623 1242803331 1482132010
Concentration of exposure 1.64% 1.87% 3.34% 4.99%

For the calculation of concentration, loans and advances is total loans extended to the customers except staff loans
and interest accruals on loans and the deposits is total deposits from the customers excluding interest payables.
Single Obligor Limit and Sector-wise Limit (Directive No. 3) for both funded and non-funded are within the limit as

prescribed by NRB directives.
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6.14. Impact and Response to COVID-19 Pandemic
Due to Covid-19 pandemic, the challenges for banks and financial institutions including to our bank have intensified
in the current fiscal Year as there were frequent restrictions on people movement due to which there is squeeze in
economic activities. During the Lockdown and prohibitory restriction period the overall banking activities including
expansion of business has been impacted.

The economic scenario arises from the pandemic drastically reduced investment opportunities of Bank and Financial
Institutions. The potential default on the repayment of loan and instalments has largely impacted on overall business
growth and operating results of the Bank. Our Bank is focusing on enhancing the productive and subsidized loan
portfolio to tradeoff the adverse financial impact from COVID-19 pandemic.

In order to minimize the impact of COVID-19 in the Banking sectors as well to the borrowers, NRB has given directives
to provide facilities such as extension/deferral of loan payment schedule, restructuring and rescheduling of loans
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. Our Bank has followed all the approaches as COVID-19 response taken by NRB during the
period.

Table depicting Bank's response to COVID-19 affected borrowers and its results are as below:

Table:1 (Forbearance/ Relaxation)

Particulars As of Ashad end 2078
No. of Customers Amount (NPR)
Accrued Interest Received after Asadh end 2078 till
15 Bhadra 2078 8513 59,857950
- S —
Additional 0.3% Loan Loss Provision created NA 88574966

on Pass Loan Portfolio

Extension of moratorium period of loan provided to Industry
or Project under construction

Restructured/Rescheduled Loan with 5% Loan Loss Provision 270 934,912,531
Enhancement of Working Capital Loan by 20% to COVID

affected borrowers s 14,734,742

Enhancement of Term Loan by 10% to

COVID affected borrowers 27 61071544

Expiry Date of Additional 20% Working Capital Loan (COVID

Loan) extended for upto 1 year with 5% provisioning 53 56,573678
‘ — s

Expiry Date of Additional 10% Term Loan (COVID Loan) 46 0543707

extended for upto 1 year with 5% provisioning

Time Extension provided for repayment of Principal and
Interest for upto two years as per clause 41 of NRB Directives 155 8,998,559

Further, Development Bank has also made deferral of payment of Installment/Interest of COVID affected
borrowers as per NRB circular 02/077/78. Under this directives, Bank has deferred the payment of 1225 borrowers
with outstanding amount of Rs 37,602,629 upto Ashwin end 2078 as guided by the NRB Directives & Circulars.

Table No: 2 (Business Continuity Loan)

Particulars As of Ashad end 2078
Amount INPR)

Refinance Loan 378 993,041177
Business Continuity Loan - -

Table No: 3 (Subsidized Loan)

During Ashadh end 2078

Particul
N EUEDS No. of Customers Amount (NPR)

Subsidized Loan 524 689,415,402
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Condensed Consolidated Statement of Financial Position: Unaudited
As on Quarter Ended 31st Ashad 2078 (15 July 2021)

Figures in NPR

| Bank

Ferfieuiars | This Quarter Ending;g’af;’ggg;zeg o
Assets
Cash and cash equivalent 3,669,398,209 4,811,555,306
Due from Nepal Rastra Bank 1,318,007,209 1,300,360,398
Placement with Bank and Financial Institutions - -
Derivative financial instruments - -
Other trading assets - -
Loan and advances to B/Fls 2,523,574,838 1,008,801,718
Loans and advances to customers 29,740,136,029 24,320,524,314
Investment securities 5570,446,090 1936,473,837
Current tax assets 236,226,395 148,003,557
Investment in susidiaries - -
Investment in associates 556,706,286 483,295,906
Investment property 65,838,778 54197778
Property and equipment 305,856,564 314,659,956
Goodwill and Intangible assets 2,781,720 3,328,740
Deferred tax assets - -
Other assets 156,010,148 115,382,380
Total Assets 44144,982,266 34,496,583,889
Liabilities
Due to Bank and Financial Institutions 408,344,280 1176,764,472
Due to Nepal Rastra Bank 1,426,927,505 469,929,415
Derivative financial instruments - -
Deposits from customers 36,371,789,382 28,058,819,723
Borrowing - -
Current Tax Liabilities - -
Provisions - -
Deferred tax liabilities 187,817,053 40,595,650
Other liabilities 454,402,657 306,499,038
Debt securities issued - -
Subordinated Liabilities - -
Total liabilities 38,849,280,876 30,052,608,297
Equity
Share capital 2,906,453,550 2,716,311,729
Share premium - 76,312
Retained earnings 392775431 293,536,397
Reserves 1996,472,408 1434,051154
Total equity attributable to equity holders 5,295,701,389 4,443,975,592
Non-controlling interest - -
Total equity 5,295,701,389 4,443,975,592
Total liabilities and equity 44144,982,266 34,496,583,889
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Condensed Consolidated Statement of Profit or Loss: Unaudited
For the Quarter Ended 31st Ashad 2078 (15 July 2021)

Figures in NPR

Previous Year Corresponding

Particulars

This Quarter

Upto This
Quarter (YTD)

Upto This .

Interest income 934,334199| 3463902673| 841285518| 3441514,532
Interest expense 560,925340| 2242898808 592,932981| 2,291760,758
Net interest income 373,408,859 1,221,003,865| 248,352,537| 1149,753,774
Fee and commission income 30,304,940 177,000,887 21,845,588 119,787,794
Fee and commission expense 1,503,303 4,842,097 1,052,803 3363472
Net fee and commission income 28,801,637 172,158,789 20,792,784 116,424,322
Net interest, fee and commission income 402,210,496| 1,393,162,655| 269145,321| 1,266,178,095
Net trading income (6,160) (17.864) (424) 13,481
Other operating income 20,527,140 183,421,985 4,757102 28153,305
Total operating income 422,731,476 1,576,566,776| 273,901,999 1,294,344,881
mpairment charge/ lreversal] for loans and 120323787| 228967692 220443761| 178040667
Net operating income 302,407,689| 1,347,599,084 53,458,237| 1116,304,214
Operating expense
Personnel expenses 105,838,607 377185,056 70,642,911 324,049,733
Other operating expenses 70,002,136 214,899,380 67675598 212,721,007
Depreciation & Amortisation 12,389,036 48,448,353 14,689,864 53,482,738
Operating Profit 114,177,910 707,066,295| (99,550,135) 526,050,737
Non operating income 22,094,348.00 22,985,076 12,643,833 13,700,688
Non operating expense 2,162,673 3,928,856 - 1,298,145
Profit before income tax 134,109,584 726,122,515 (86,906,301)| 538,453,280
Income tax expense 41616,385| 209,834,354| (27843,698) 159,892,456
Current Tax 41616,385| 209,834,354| (33,206,883) 154,529,271
Deferred Tax - - 5363185 5363185
Profit for the period 92,493,199 516,288,161| (59,062,603)| 378,560,824
Other comprehensive income, net of income tax
Items that will not be reclassified to Profit or loss
Gains/llosses) from Investments in equity 560435549| 490738072  17231998| 18372794
Gains/(losses) on revaluation - - - -
Actuarial gains/(losses) on defined benefit plans - - - -
Income tax relating to above items (168130,665)| (147.221,404) (5169,600) (5511,838)
et ::;;;?t“;Fgg%‘?(gsr'}fsg‘c°me thatwillnotbe | 395304884 343516609 12062399 12,860,956
Items that are or may be reclassified to profit or loss
Gains/(losses) on cash flow hedge - - - -
Exchange gains/(losses) (arising from trasalating
financial assets of foreign operation) - B B
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
warsar| 7430 roossr)  razsiare
Other comprehensive income for the period, 388,029,414| 416926989  5057987| 26,618,327
Total comprehensive income for the year 480,522,613 933,215149| (54,004,616) 405,179,152
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5402

Mahendrapool Branch | Gopi Raj Adhikari Mahendrapool, Pokhara -9 061-553800/551900

Lakeside Branch gﬁgi?ﬁ;a ST Dihikopatan, Fewa Marg, Pokhara -6 | 061-455503

Chhorepatan Branch |Mitra Raj Baral Chhorepatan -17, Pokhara 061-465501
Khairenitar Branch Binod Kumar Adhikari Shuklagandaki -6, Tanahun 065-412150

m Narayangarh Branch | Suraj Koirala 4, Narayangarh 056-596684
okhara | 061-432450

n Rambazar Branch W ara
Tandi Branch sai nagar -2,C . |056-563147
5-590397/590497

m Hakimchowk Bran M
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Dewghat Branch Bishwombhar Dangol Devighat, Trishuli 010-410073
041 Lele Branch Dipesh Bista Tika Bhairab, Lalitpur 01-6200375/6200376

Shambhu Prasad
Neupane

Garuda Bazar, Rautahat 055 565070

Prablnd Kumar Mandal
Chandra Bahadur SagueBUtWal SMC -11, Devinagar, 071-410165/410166

Thamel, Ka 2543/4523443
5425275
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