I ?ﬁﬂ:‘lﬂ’m .

; yeas
of sewdce exvellence

e Seciudioe d® fe1.
". Shangri-la Development Bank Ltd.

STt Pssenerest anane

(AT T SR YW SR ST T @



et Rl uEe
(AT TG ST @ AR T T Ger)

HifdieT Serciudice d for.
Shangri-la Development Bank Ltd.

&

8ouInOId YSape

eipul

(npuewyiey)

(eyx109)
(eaeyiog)

andeAepn

Suejoy

D
eBuNUPIEWHO aouInod lulquin

(fun3jedap)

aouinoid
® e ¢\ WIiyoysed inpns

eAipieg
[ )

aouinoid 1Yso)|

aouinoud newseg

89UuIn0Id
plepueo

eaJe 3y} Ul saydueig @

20 Youelg @
DYO J2SNDH Ins @
YO DISND @ euIyd

2o 9jesodio) @

aouinold
1jeuse)|

ylomlaN youeig ej-ibueys

21T AINN U A L R E/P (O R T 1000000



DRIVING GROWTH, BUILDING RESILIENCE

Celebrating over two decades of excellence and
marching on to the third decade, Shangri-la
Development Bank has solidified its position as a
leading national-level financial institution. Founded
in 2061 B.S., our journey is a testament to resilience
and strategic growth, qualities that proved essential
this past year as Nepal navigated a dynamic socio-
political landscape.

Our foundation is built on a commitment to
customer-centric, demonstrated through a robust
network of 109 branches and 30 ATMs nationwide.
This physical presence is powerfully complemented
by our digital-first strategy. Through initiatives
like Digital Shangri-la, we are driving a cashless
ecosystem, providing seamless and secure banking
that meets the evolving needs of new generation.

Today, with a paid-up capital of NPR 35.56 Billion,
deposits of NPR 56.20 Billion, and a loan portfolio of
NPR 45.69 Billion, we proudly serve over 580,000
customers/clients, supported by our dedicated
team of 864 members.
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ABOUT US

Our mission extends beyond traditional banking. We
aredeeply committedtofinancialinclusion,extending
tailored services and sustainable loan products
to rural areas, SMEs, and aspiring entrepreneurs.
This focus on empowering local communities and
aligning with national development goals is further
reinforced through our strategic Corporate Social
Responsibility (CSR) initiatives.

From our origins as a regional bank to our current
status as a national level development bank, our
growth has been guided by a forward-thinking
vision. As we look ahead, we are more committed
than ever to leveraging technology and inclusive
finance to build a prosperous and sustainable future
for the whole nation.

OUR VISION

Our vision is to lead the financial sector by offering
inclusive, resilient, and sustainable services across
urban and rural areas through market-driven
strategies.



MILESTONE TIMELINE

ASHWIN 13,

2061

CHAITRA 29,

2065

IPO
Issued date

Introduction of
ATM services

Established as
Bageshwori
Development Bank
Limited

Introduction
of Internet
Banking
Services

SHRAWAN 02,

2063

JESTHA 14,

2066

JESTHA 22

2082

BAISHAK 27,
2[]8] st joint member
bank to pioneer
inter-bank cardless

withdrawal

34 Shangri-la cycle
 rally with over 1500
participants

Tree Plantation at  :
Okharpauwa, Kakani,:
Nuwakot :

Introduced
certification
program for
staffs

JESTHA19,

2081

CHAITRA,

2080
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Merger and joint
operation of
Bageshwori
Development Bank
Ltd and Shangri-la
Development Bank
- Ltd. as a National Level
/ . Development
© Bank under the name
| . of Shangri-la
. Development Bank Ltd.

Phased in
Mobile Banking
Services

JESTHA 30,

207

S

| Crossed 5 lakhs
: customer base

2" Shangrila
cycle rally and
500 saplings
distributed

CHAITRA, 31,

2079




BAISHAK,

Launched /

Acquired 2075

Cosmos

Development QR payment
Bank Limited services

C-ASBA 1t Development 1st Development bank
services Bank to initiate to introduce green PIN
started document for ATM services

ASHAD 30,

2074

FAGUN 08,

2075

validation services

ASHAD 32,

2079

: Commencement of
. cardless
: withdrawal

Inaguration of
100" branch

Surpassed Pedalled off Issuance of
NPR 50 Billion 1t Shangri-la 9% SADBL
balance sheet cycle rally Debenture 2088

ASHAD 08,

2079

KARTIK 13,

2078

size, deposit &
loan portfolio
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FINANCIAL HIGHLIGHTS (FY 2081/82)

PAID-UP CAPITAL NET PROFIT
o L/ L) e
RESERVE DISTRIBUTABLE
AND SURPLUS PROFIT
wer 207 e wor 368,37
BILLION MILLION
pEPOSIT ANNUALISED EPS
R FINANGIAL e e 1108
PERFORMANCE OF
FY 2081/82AT
LOAN AND GLANCE
ADVANCES P/E RATIO
o 45.69 21.13
BILLION
NET II\IILiROEMSE gll.ElZR\,léORTH PER
NPR Z'H?I_ng ner198.25
OPERATING )
PROFIT NPL
wr 884,44 G 5520
MILLION
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KEY COMPLIANCE RATIOS AS ON ASHADH END 2082

NRB STANDARD BANK'S
ACTUAL
PARTICULARS PARAMETER PERCENTAGE POSITION

Capital Adequacy Ratio (Tier 1 Capital to Total o o
Risk Weighted Exposure) not less than 8.50% 11.01%
Capital Adequacy Ratio (Total Capital Fund to o o
Total Risk Weighted Exposure) not less than 11.00% 14.39%
Credit to Deposit (CD) Ratio not more than 90.00% 81.30%
Liquidity Ratio not less than 20.00% 26.15%
Cash Reserve Ratio (CRR) not less than 4.00% 4.36%
Statutory Liquidity Ratio (SLR) not less than 10.00% 23.67%
Interest Spread not more than 4.60% 414%
Total Investment'on share, erenture or mutual not more than 20.00% 2014%
fund to core capital of previous quarter
Call Deposit to Total Deposit Ratio not more than 15.00% 6.14%
Deposit cohcentrahon on single depositor to not more than 10.00% 5509
total deposit
Total Corporate Deposit to Total Deposit Ratio not more than 50.00% 23.82%
Single Obligor Limit not more than 25.00% 10.59%
Deprived Secﬁor Lending to Total Loan and not less than 500% 798%
Advances of six months back
Priority Sector Lending to Total Loan and not less than 17.00% 52 54%
Advances of six months back
Loan against Share to Core Capital not more than 40.00% 31.38%
Professional Loan to Total Loan not more than 5.00% 1.77%
Real Estate Loan to Total Loan and Advances not more than 25.00% 22.38%
Other Real Estate Loan to Total Loan and not more than 10.00% 2.62%

Advances
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FOR SOCIETY

Number of
Subsidy Loan Clients:

1,266

Corporate Social Responsibility
(CSR) Reserve

NPR 6.07 million

Tax Paid i é_Tlx-.
NPR 27 7.29 Million =

N

Distribution channel of
social security account (SSA)

No. of branches 76

No. of accounts 49,691

Financial Literacy Program
Area: 7 Province &
30 Local bodies

Tree Plantation on opening
of Green saving Account
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FOR CUSTOMER & CLIENTS

NUMBER
OF BRANCHES NUMBER
OF ATMS

9,054

ACTIVE QR
USERS

ACTIVE DEBIT
b CARD USERS

h,88,805 117,380 szeems

DEPOSIT CUSTOMERS

“BB.20 e "49.69

DEPOSIT BILLION

LOAN AND ADVANCES
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FOR INVESTORS

NPR

MARKET VALUE | NPR SHAREHOLDER'S
persnare | 462.82 <) i & J 2:99 | FUND
NPR
pivieno 10.3583% <€ ) ) : REVENUE
BILLION
NET PROFIT ’épﬁﬁ 67 ) ) (f | EARNING PER
DD 17.06 | sHare
NET WORTH | \PR ) ] 16 ng MARKET
Per sHARE | 198.25 9. 89 | CAPITALIZATION
RETURNON | 10 78% <) ] §3.53 | BALANCE
EQUITY " BlL-LION SHEET SIZE
FOR EMPLOYEES
° / —2— o (V)
e OOQI ;4;“‘
~ ~ .
864 : Induction 5 years: 54.40%
In-house staffs : Program of 2 53 employees Male
and 248 : batches vx_/|t_h _
Outsourced : 26 beneficiaries 10 years: 45.60%
staffs : Female
: 191 Training 16 employees
: programs
: conducted with 15 years:
: 2,698 20 employees
: beneficiaries
: 20 years:

3 employees
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MARKET VALUE ADDED (MVA)

Market Value Added (MVA) is the difference between the market value of a company and its total book
value. It is a key wealth metric that measures the value organisation has created for its shareholders over
and above the capital invested. As of Ashad 32, 2082, the bank reported Market Value Added of NPR
10,831.29 million, an increase from NPR 6,989.71 million as of Ashad 31, 2081.

In Million

PARTICULARS FY 2081/82 FY 2080/81
Market price per share (NPR) 462.82 349.00
Number of share 35.56 34.31
Total Market value (NPR) 16,459.06 11,974.09
Book value per share (NPR) 158.25 145.28
Number of share 35.56 34.31
Total book value (NPR) 5,627.77 4,984.38
MARKET VALUE ADDED (NPR) 10,831.29 6,989.71

ECONOMIC VALUE ADDED (EVA)

Economic Value Added (EVA) is a financial metric that measures the return generated by a firm in excess of
the minimum required to satisfy its shareholders. EVA indicates whether a bank is truly creating wealth for
its shareholders or simply meeting their return expectations. As of Ashad 32, 2082, the bank reported an
EVA of NPR 176.38 million, compared to NPR 15.86 million as of Ashad 31, 2081.

In Million
PARTICULARS ‘ FY 2081/82 ‘ FY 2080/81
Net Operating Profit After Tax (NOPAT) (NPR) 694.71 575.43
Operating Capital (NPR) 6,374.81 5,731.25
Cost of capital employed (%) 8.13% 9.76%
Cost of capital employed (NPR) 518.33 559.57
ECONOMIC VALUE ADDED (EVA) (NPR) 176.38 15.86

*Where cost of capital is calculated for equity and debenture. Cost of equity is calculated by using capital
asset pricing model (CAPM). Similarly, in the case of debenture actual cost after tax is considered. The
data presented for FY 2080/8] is restated EVA based on the CAPM.



Jifdic SHciudoc Ib for.

”‘ Shangri-la Development Bank Ltd.

et Rl s
(AU T AT @ AR I T )

VALUE ADDED STATEMENT (VAS)

A Value Added Statement (VAS) is a financial statement that demonstrates the wealth generated by an
organization and outlines how that wealth is allocated among various stakeholders. These stakeholders
typically include employees, shareholders, government, bank and the local community. The purpose of the
VAS is to calculate the total value added by the organization and its distribution across these groups. As of
Ashad 32, 2082, the bank reported a value added of NPR 2,095.47 million, representing an increase from

NPR 1,837.29 million as of Ashad 31, 2081.

GROSS VALUE ADDED

NPR in Million

PARTICULARS FY 2081/82 ‘ FY 2080/81
Interest Income 5,386.04 6,396.79
Fee and commission income 235.21 219.37
Other operating income 175.03 92.79
Non operating income 1.79 0.83
TOTAL (A) 5,798.08 6,709.78
Interest expense 3,314.57 4,489.93
Fee and commission expense 20.56 21.38
Non operating expenses 21.99 417
TOTAL (B) 3,357.13 4,515.48
VALUE ADDED BY BANKING SERVICES (A-B) 2,440.95 2,194.30
Impairment charge 345.48 357.01
GROSS VALUE ADDED (GVA) 2,095.47 1,837.29
APPLICATION OF VALUE ADDED (NPR IN MILLION)

GROSS VALUE ADDED (GVA)

NPR 2,095.47

: BANK GOVERNMENT

NPR 698.57 NPR 277.29
33.34% 13.23%
% SHAREHOLDER COMMUNITY

35.56%

NPR 368.37
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KEY FINANCIAL INDICATORS
DEPOSIT (NPR) IN BILLION LOAN AND ADVANCES (NPR) IN BILLION

2071/18
2078/19
2079/80
2080/81

2081/82

I, 360
I 1
i
I ;<
N ;>0

2071/18
2078/19
2079/80
2080/81

2081/82

L [EO
I, /348
I /.09
I /459
I, /.69

2071/18
2078/19
2079/80
2080/81

2081/82

EARNING PER SHARE (NeR)
I, 198
I, 7.5
L [ERE
I, 470
I, 17,06

2071/18
2078/19
2079/80
2080/81

2081/82

NET WORTH PER SHARE (NPR)
I 13564
I 3913
I (.22
I, 1/5.28
I  158.25

10.53%

RETURN ON EQUITY
1078%

10.12%

0.86%

RETURN ON ASSETS

9 0.95%
0.88% 0.81%

20Mf18  2078/19  2019/80  2080/81 208182 2Mm/18  2078/19 2019/80  2080/81  2081/82
TIER-1-CAPITAL ADEQUACY RATIO TOTAL FUND-CAPITAL ADEQUACY RATIO
10.52% 1014% 1.01%
; 9.40% g
T\*?H/T/T . o - — 1439%
20M/18 2078/19 2019/80  2080/81 208182 2071/18 2078/19 2019/80  2080/81  2081/82
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MESSAGE FROM

THE CHAIRMAN

lextend my sincere gratitude to our valued customers,
shareholders, and well-wishers for your unwavering
support as we enter into another milestone year.

This past year has been marked by gradual signs
of recovery, both for our nation and for our
Bank, despite deep-rooted structural challenges
persisted. Monetary Policy remained cautiously
accommodative, introducing investor-friendly
measures designed to stimulate private sector
growth and expand the scope of the banking system.

Amid these uncertainties, as Nepal navigated further
dynamic changes — from the rising voices of the
GenZ movement to changes in the Government,
we remained firmly anchored in our commitment
to stability and forward momentum. Within this
evolving landscape, Shangri-la Development
Bank has continued its journey of transformation,
dedicated to sustainable growth and pioneering
digital innovation.

Our efforts have yielded strong results, with a profit
exceeding NPR 606 Million and a growing family of
over 580,000 customers/clients. We have fortified
our competitive edge through advanced, cardless,
and digital banking solutions and have deepened
our investments in staff well-being and an inclusive,
innovation-driven culture. Our commitment extends
beyond banking with focused CSR initiatives.

Qur commitment to sustainable impact s
demonstrated through targeted initiatives in rural
banking, dedicated loan products, and the expansion
of digital banking services. These efforts are central
to our mission of advancing financial inclusion,
accelerating digitization, and promoting financial
literacy in alignment with both the short & long term
vision of NRB. Furthermore, we are strategically
channeling capital to small and medium enterprises
(SMEs) through a specialized plan designed to
empower key drivers of the economy, including
women-run  businesses, youth entrepreneurs,
farmers, and low-income groups.

Guided by our core values of ethics and transparency,
we are dedicated to build a resilient and sustainable

future for the communities we serve. | would also
like to extend my gratitude to Nepal Rastra Bank for
their guidance and to our dedicated employees for
their unwavering efforts.

Together, we will continue to evolve and set new
benchmarks for excellence in the years to come.

Thank you.

UJJWAL SATYAL
CHAIRMAN
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MESSAGE FROM

THE GEO

As we mark Shangri-la Development Bank's 215t year, | reflect
with pride on our resilience and significant achievements.
My sincere gratitude goes to our Board of Directors,
Nepal Rastra Bank and other regulators, our promoters
and ordinary shareholders, our valued stakeholders,
customers/clients and each and every dedicated member
of our team for their indispensable support.

This year, we achieved remarkable growth, recording a
20.30% increase in net profit, a 12.90% rise in equity, and
a 212% expansion in our asset base, despite the slow pace
of economic recovery restrained by weak private sector
investment. Navigating a dynamic socio-political landscape
alongside persistent global economic headwinds required
strategic agility and resilience.

We remain mindful of the economic pressures faced by
our borrowers, which were reflected in the rise of our Non-
Performing Loans (NPLs) to 5.52% at the end of the year,
compared to 3.93% in the previous year — signaling a
continued deterioration in asset quality over recent years.
In prudent response, we allocated NPR 345.48 million for
impairment charges, thereby strengthening our provision
coverage and reinforcing financial resilience. Our capital
foundation remains robust, with a Capital Adequacy Ratio
(CAR) of 14.39%, comfortably exceeding the regulatory
requirement of 11%.

The Nepalese economy continues to face significant
challenges even as efforts to stabilize its progress. This
ongoing scenario has been one of the profound transitions,
shaped by the energetic calls for change from the
Gen Z movement and a subsequent shift in government
and | am proud to report that our Bank not only weathered
these challenges but emerged stronger reaffirming our
commitment to sustainable growth, innovation, and
stability in an evolving environment.

Our strategy is a dual commitment to digitize at speed and
strengthen our core values. We are prioritizing our focus
and investments in a full-scale digital transformation,
essential for delivering the modern, efficient experience
our customers expect. This digital leap is balanced by our
physical footprint of 109 branches and 30 ATMs spread
across the nation, ensuring we offer both cutting-edge
convenience and unwavering community-focused support.
This means building business resilience through enhanced

customer satisfaction and continuous digitalization, SUYOG SHRESTHA
ensuring we deliver long-term value to all our stakeholders. CHIEF EXECUTIVE OFFICER

This success is a testament to the collective effort of our
entire team and the steadfast guidance of our regulators.
Together, we are building a stronger, more sustainable
institution, committed in our vision to be a leader in
integrity, innovation, and excellence for Nepal.

Thank you.
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BOARD OF DIRECTORS

The Board of Directors is committed to providing
strategic guidance and long-term stewardship of
Shangri-la Development Bank with the primary
focus on ensuring the Bank's stability, ethical
conduct, and sustainable growth for the benefit of
all our depositors, shareholders, and stakeholders.
The Board fulfills this duty by setting the strategic
vision, overseeing comprehensive risk management,
and ensuring strict compliance with all regulatory
requirements, while maintaining full accountability. In
line with sound corporate governance principles, the

Board provides oversight without interfering in the
day-to-day management of the Bank's operations.The
Board is chaired by Mr. Ujjwal Satyal and consists of
seven highly competent and experienced members.
Together, they provide diverse expertise and play a
crucial role in fostering effective governance, guiding
the management team, and steering the organization
towards the achievement of its strategic goals.

Details of Board of Directors of the bank is given
below:

NAME ‘ DESIGNATION ‘ STANDING COMMITTEE MEMBERSHIP
Mr. Ujjwal Satyal Chairman -
Mr. Sushil Kaji Baniya Director Employee Service Benefit Committee
Mr. Sujan Siddhi Bajracharya Director Risk Management Committee
Mr. Ganga Sagar Dhakal Director Audit Committee
Ms. Lisa Sherchan Director Assets Money Laundering Prevention Committee
Mr. Naresh Dhungana Director Audit Committee, Risk Management Committee
Mr. Rabindra Narayan Pradhan | Director -
Mr. Sujan Babu Adhikari Secretary -

MR. UJJWAL SATYAL

TERM OF OFFICE:

He was appointed as the Chairman of Shangri-la Development
Bank on 17t Chaitra, 2079 (31t March, 2023).

EDUCATION:

Master of Tourism Studies

With 30 years of distinguished service in the education sector,
he brings a wealth of leadership and managerial expertise
to the Board. His professional career includes serving as
the Principal of the Nepal Academy of Tourism and Hotel
Management (NATHM). He further contributes to academic
standards as the Chairperson of the Hospitality Subject
Committee at both Kathmandu University and Lumbini
Buddhist University. His experience is complemented by
roles as a UNDP Training Advisor and as the proprietor of
Creative Decor, in addition to holding multiple managerial
positions in the hospitality industry. He had also served as a
Director of Shangri-la Development Bank from 2071 B.S. to
2075 B.S.
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MR. SUSHIL KAJI BANIYA

TERM OF OFFICE:

He was re-appointed as the director of
Shangri-la Development Bank on 17t
Chaitra, 2079 (31t March, 2023). He is
the Chair of Employee Service Benefit
Committee.

EDUCATION:

Master of Laws (LLM) in Business and
International Trade Law and Master’s
Degree in Arts

With 16 years of experience, he has
built a strong practice as a legal
consultant, representing both national
and multinational companies in court
litigations and providing expert legal
research. He currently serves as an
Advocate with Ace Legal Service.

MR. SUJAN SIDDHI BAJRACHARYA

TERM OF OFFICE:

He was appointed as the director of Shangri-
la Development Bank on 17" Chaitra, 2079
(31t March, 2023). He is the Chair of Risk
Management Committee.

EDUCATION:
Master of Business Studies and Master of
Science in Information Technology

An |IT entrepreneur and consultant since
2009, he is currently the Managing
Director of Nepal Data System Pvt. Ltd. His
professional background includes almost a
decade of experience in the IT departments
of various Nepalese commercial banks,
giving him deep insight into the sector's
technological needs and insights.

” Shangri-la Development Bank Ltd.
" [ cdimemcwigee
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MR. GANGA SAGAR DHAKAL

TERM OF OFFICE:

He was re-appointed as the director of
Shangri-la Development Bank on 17t
Chaitra, 2079 (31t March, 2023). He is one
of the members of Audit Committee.

EDUCATION:
Master in Humanities & Social Science

He brings over 26 years of senior-level
experience from the Government of
Nepal, having served in the capacity of
both Gazetted Second-Class and Third-
Class Officer.

MS. LISA SHERCHAN

TERM OF OFFICE:

She was re-appointed as the director
of Shangri-la Development Bank on 17t
Chaitra, 2079 (31t March, 2023). She is
the Chair of Assets Money Laundering
Prevention Committee.

EDUCATION:
Master of Science in Economics and
Business Administration

With over 14 years of experience in study
abroad consulting, she is the Managing
Director of 360 Education and holds
USATC and QEAC certifications. She
further enriches the board's perspective
with her prior international experience in
financial compliance, having worked for
Goldman Sachs Asset Management in New
York and Bangalore.



MR. NARESH DHUNGANA

TERM OF OFFICE:

He was appointed as the director of
Shangri-la Development Bank on 17"
Chaitra, 2079 (31t March, 2023). He is
the Chair of Audit Committee and one
of the members of Risk Management
Committee.

EDUCATION:
Chartered Accountancy, Master in
Business Studies, LLB

He possesses over 17 years of extensive
experience in the field of audit. A Fellow
Chartered Accountant (FCA) from the
Institute of Chartered Accountants of
Nepal (ICAN), he is the proprietor of
the firm N.D. & Associates, Chartered
Accountants.

Jifdien Soiciudoc d® fo1.
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MR. RABINDRA NARAYAN
PRADHAN

TERM OF OFFICE:

He was appointed as the Independent
director of Shangri-la Development Bank
on 3 Poush, 2080 (19" December, 2023).

EDUCATION:
Master of Business Administration (MBA)

With more than 3 decades of experience in
banking management, his career includes
key roles at two of Nepal's premier financial
institutions: 10 years at Nepal Bank Limited
and 25 years at Himalayan Bank Limited,
where he retired at the level of Assistant
General Manager. He further extends his
expertise through his previous board
service at Swabalamban Laghubitta Bittiya
Sanstha.

" Shangri-la Development Bank Ltd.
" [ cdimemcwigee
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In order to make well-informed decisions in the best interests of the bank, the Board has established
various committees. These committees have been formed as per the Unified Directives of the Nepal
Rastra Bank and work as per the terms of reference provided therein. Following are the Committees

of Directors of the Bank:

» AUDIT COMMITTEE

The bank has an independent Internal Audit
Department under this committee. The Internal
Audit Department of the bank operates as an
independent appraisal function, responsible for
scrutinizing and assessing the bank's operations.
Its primary goal is to support the management in
fulfilling their duties effectively. By implementing a
structured and rigorous approach, it aids the bank
in achieving its objectives while enhancing risk
management, internal controls, and the governance
process.

During the year, 9 meetings of Audit Committee
were held.

» RISK MANAGEMENT COMMITTEE

The Risk Management Committee of Board of
Directors (BoD) helps to assist the BoD to frame
and implement robust policies and framework for
effective compliance of regulation and direction
issued by the regulatory authority. The primary role
of the committee is to ensure that the bank has a
comprehensive risk management framework that
align with therisk appetite/tolerance limit, facilitating
effective risk management throughout the bank. The
committee is also responsible for monitoring the
effectiveness of the risk management framework
and making recommendations for improvement.
The committee on periodic basis reports the risk
profile of the bank, including policies and standards,
stress testing, liquidity and capital adequacy to the
BoD.

During the year, 4 meetings of Risk Management
Committee were held.

» ASSETS MONEY LAUNDERING PREVENTION
COMMITTEE

The committee ensures that the bank complies with
all the provisions under Asset (Money) Laundering
Prevention Act, Asset (Money) Laundering
Prevention Rule & the Directives on AML/CFT
issued by Nepal Rastra Bank. It reviews the
adequacy of the resources (including information
technology tools) to identify, measure & mitigate
the money laundering concerns and subsequently
report these findings to the Board. Furthermore, the
committee evaluates the current methodologies,
policies, processes, and other aspects, and identifies
the need for enhancements to promptly detect
various money laundering risks, also conveying this
information to the Board.

During the year 6 meetings of Assets Money
Laundering Prevention Committee were held.

» EMPLOYEE SERVICE BENEFIT COMMITTEE

The Employee Service Benefit Committee within
the bank focuses on identifying and addressing
employee-related policies and staying abreast
of current trends, which encompasses changes
in legislation and the improvement of benefit
programs. This proactive approach ensures the
bank’'s competitiveness in the market.

Additionally, the Committee evaluates and suggests
the Human Resources strategy to the Board for
approval. This strategy includes essential HR
objectives, plans, and workforce needs, as well as
norms for recruitment, promotions, selections,
transfers, and placements. The Committee also
oversees the execution of these strategies.

During the year 6 meetings of Employee Service
Benefit Committee were held.
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Information Related to the Development Bank

Name of Development Bank

Shangri-la Development Bank Limited

Type of Company

Public Limited Company

Registered Address

Baluwatar, Kathmandu

Date of Registration and Registration Number in Company Registrar’s Office

2060/10/14, 871/060/61

Date of Approval for Business Operations from Nepal Rastra Bank

2060/10/23

Date of Operation

2061/07/13

Working Territory

National Level

Permanent Account Number

301655248

Capital Structure
Authorized Share Capital

Issued Share Capital
Paid up Share Capital

NPR. 5,000,000,000.00
NPR. 3,556,255,719.55
NPR. 3,556,255,719.55

Shareholding Structure

Promoter Shareholder
Public Shareholder

51 %
49 %

Number of Shareholders

531 promoter shareholders
23,910 public shareholders

Number of Branch at the Time of Preparation of Annual Book 109
Total Number of Employees 864
Share Listing Date 2067/10/11

Net worth

NPR. 5,627,601,154.30

Net worth per share

NPR. 158.25

Total Deposit

NPR. 56,199,376,841.29

Total Loans and Advances

NPR. 45,692,162,654.49

Net Profit NPR. 606,671,756.62
Earnings Per Share (before adjustment of bonus share) NPR. 17.06
Capital Adequacy Ratio 14.39%
Credit Deposit Ratio 81.30%
Non-Performing Loan Percentage 5.52%
Liquidity Ratio 26.15%
Interest Spread 4.14%
Number of Deposit Customers 588,805
Number of Loan Clients 24,139

Statutory Auditor

D.S. & Associates, Chartered Accountants
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF
SHANGRI-LA DEVELOPMENT BANK LIMITED

Opinion

We have audited the financial statements of Shangri-la Development Bank Ltd. (referred to as
the "Bank'). which comprise the Statement of Financial Position as at Ashadh 32, 2082 (July 16,
2025). the Statement of Profit or Loss and Other Comprehensive Income, Statement of Changes in
Equity and Statement of Cash Flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
Financial Position of the Bank as at Ashadh 32, 2082 (July 16, 2025), and its financial
performance and its cash flows for the year then ended in accordance with Nepal Financial
Reporting Standards [NFRS].

Basis for Opinion

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

Key Audit Matters

Key Audit Matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide 4 separate opinion on these matters. We have determined the matters described
below to be the key audit matters to be communicated in our report:

'S.N. | Key Audit Matters

a
) Interest Income:

Auditor Response

Our audit approach included clear

The interest income of the bank has been
recognized in accordance with guidance note on
Interest Income Recognition, 2025 issued by
Nepal Rastra Bank (NRB). As per the guideline,
the interest recognition is based on the stage
(Stage 1, 2, 3) of each financial asset as
determined at the previous quarter’s end. As per
the guideline for stage 3 financial assets, interest
income recognized on an accrual basis ( coupon
rate or effective rate) shail be adjusted against the
movement in accrued interest receivable during
the current quarter, and interest suspense at the
beginning of the quarter, and only cash based
interest income during the current quarter shall be
recognized. Similarly, for stage | and 2 financials

understanding of the Core Banking
Software (CBS) of the bank i.e., how the
interest rate on loans and advance has
been implemented in system.

Also, we have test checked the interest
income booking with manual
computation and no deviation was
observed.

We have test checked the collateral’s fair
value as per the NRB Income
recognition guidelines.

We obtained an’ “understanding of the
Bank's proggss for classifying loans into
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assets, interest income is recognized on accrual
basis (coupon rate or effective rate) and any
interest suspense at the beginning of quarter is
also recognized as interest income.

The Manual intervention is required for the
interest recognition process. Hence, it creates risk
of improper application of guidelines, in staging
financial assets and determination of interest
income. So, this may have an effect on
recognition of interest income of the Bank,

Therefore, we have considered it as Key Audit
Matter.

Accounting policies and recognition of
interest income has been considered
acceptable.

b)

Impairment of Loan and Advances

The impairment of loans and advances has been
identified as a Key Audit Matter due to the bank's
significant credit exposure across a large number
of borrowers. The determination of Expected
Credit Loss (ECL) involves a high level of
complexity, judgment, and estimation, requiring
careful evaluation of various credit risk
parameters.  This complexity necessitated
significant audit effort to address the risks
associated with loan recoverability and the
accuracy of the ECL calculation.

As per the NFRS 9 - Expected Credit Loss
Related Guidelines, 2024, Banks and Financial
Institutions (BFls) are required to recognize
impairment on credit exposures as the higher of
the Expected Credit Loss (ECL) calculated in
accordance with NFRS 9 and the existing
regulatory provision prescribed in the Unified
Directives. Accordingly, the impairment loss on
loans and advances is determined based on the
greater of these two measures, ensuring that
impairment  is  adequately recognized in
compliance with both accounting and regulatory
frameworks.

In light of the regulatory requirements, the
current business environment, and the significant
judgments involved in the Expected Credit Loss
(ECL) calculation, we consider this to be a matter
of utmost importance for the intended users of
the financial statements. Consequently, we have
identified the impairment of loans and advances
as a Key Audit Matter.

Our audit procedure included:

We tested, on a sample basis, the
approval of new lending facilities against
the Bank's credit policies, the
performance of annual loan assessments,
and controls over the monitoring of
credit quality,

We evaluated the Bank’s policies and
procedures relating to staging of loans
and recognition of impairment under
NFRS 9 and NRB Guidelines 2024,

We assessed the judgments applied in
ECL estimates, including recoverability
of exposures.

We tested the design and operating
effectiveness of periodic internal reviews
of asset quality and collateral values.

We evaluated the adequacy and
transparency of related disclosures in the
financial statement in line with NFRS 9
and NRB requirements.

We tested on sample basis the provisions
for loan and advance as per NRB
Directives requirement.

c)

Investment Valuation, identification and

impairment:

Investment of the bank comprises of investment
in government bonds, T-bills, development bonds
and investment in quoted and unquoted
securities. The valuation of aforesaid securities
has been done in compliance with NFRS 9 and
Directive No. 8 of NRB Unified Directive 2081.
The investment in government bonds & T-Bills
has been done on amortized cost and rest has

for quied investment, we relied on last

Our audit approach regarding investment
of bank is based on NRB Directives &
NFRS issued by the Accounting
Standards Board of Nepal.

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

For inyestment valued through OCI i.e.,

RSV 4B
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been valued through FVTOCI.

Given the varieties of treatments recommended
for valuation of investment based on nature of
cash flow, the business model adopted,
complexity of calculation and significance of
amount involved in such investments, same has
been considered as Key Audit Matter.
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transaction price (LTP) in NEPSE as on
16.07.2025 for fair value indication and
for the unquoted investment, the fair
value has been taken at the rate which
determines  its  nearest fair  value
significance.

Further, the income and bonus shares
have been cross verified from bank
statements and Demat Statement of the
bank, wherever applicable.

d)

Information Technology:

Since most of the information of the bank is
digitally stored and transactions are carried out
digitally/clectronically in today’s scenario, we
have considered information technology status of
the bank as our Key Audit Matter.

Our audit approach regarding
information technology of the bank was
based upon the Information Technology
Guidelines issued by NRB.

We verified interest income and expense
booking regarding loan and deposits on

the test basis with the CBS _of the bank.

We relied on the IT audit conducted by
the bank.

We verified provisioning of the loans
and advances based on ageing on the test
check basis as on 16.07.2025,

Information Other than Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information comprises the
information included in the Management Report, Director's Report and Chairman's Statement but
does not include the consolidated financial statements and our auditor's report thereon. Such
information is expected to be made available to us after the date of this auditor's report.

Our opinion on the financial statements does not cover the other information and we will not
express any form of assurance conclusion thereon., In connection with our audit of the consolidated
financial statements, our responsibility is to read the other information identified above when it
becomes available and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

When we read such other information, if we conclude that there is a material misstatement therein,
we are required to communicate the matter to those charged with governance.

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Nepal Financial Reporting Standards (NFRS) and NRB Unified Directives, 2081
wherever applicable and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error,

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

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

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

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

e Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances.

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

e Conclude on the appropriateness of management's use of the going concern basis of
accounting. :

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

Report on Other Legal and Regulatory Requirements

We have determined to communicate following matters in accordance with the requirements of
NRB Directives, Companies Act, 2063 (updated 2074)., BAFIA, 2073 and other regulatory
requirements: -

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

e Based on our audit, proper books of accounts as required by law have been kept by the Bank.

e The Statement of Financial Position, the Statement of Profit or Loss and Other Comprehensive
Income, the Cash Flow Statement, and the Statement of Changes in Equity dealt with by this
report are in agreement with the books of accounts maintained by the Bank.

e Returns received from the branch offices of the Bank were adequate for the purpose of our
audit though the statements are independently not audited.

e The capital fund, risk bearing fund and the provisions for possible impairment of assets of the
bank are adequate considering the Directives issued by Nepal Rastra Bank.

e In our opinion and to the best of our information and according to the explanations and from
our examination of the books of accounts of the Bank, we have not come across any case
where the Board of Directors or any office bearer of the Bank have acted contrary to the
provisions of law, or committed any misappropriation or caused any loss or damage to the
Bank and violated Directives issued by Nepal Rastra Bank or acted in a manner, as would
jcopardize the interest and security of the Bank, its shareholders and its depositors.

Page 4 of 3

29 3t arftier wfereger



mwm @ TR FATAS T FeaAT)

e The business of the Bank has been conducted satisfactorily and operated within its jurisdiction
and has been functioning as per NRB Directives.

& "‘f'\
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Proprietor

D.S. & Associates

Chartered Accountants

UDIN: 251116CA0030542nN8

Place: Kathmandu
Date: November 14, 2025
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Shangri-la Development Bank Limited
Statement of Financial Position
As on 32 Ashadh 2082 (16 July 2025)

Amount in NPR

Note As at As at
16 July 2025 15 July 2024

Assets
Cash and cash equivalent 4.1 2,454,642,710 2,829,192,223
Due from Nepal Rastra Bank 4.2 2,497,928,135 2,035,039,344
Placement with Bank and Financial Institutions 4.3 - -
Derivative financial instruments 4.4 - -
Other trading assets 4.5 - -
Loan and advances to B/Fls 4.6 2,868,266,918 3,203,895,233
Loans and advances to customers 4.7 42,823,895,737 41,786,970,569
Investment securities 4.8 10,979,490,324 10,616,265,854
Current tax assets 4.9 - -
Investment in subsidiaries 4.10 - -
Investment in associates 4.1 - -
Investment property 4.12 528,099,838 288,161,842
Property and equipment 4.13 733,378,400 676,286,592
Goodwill and Intangible assets 4.14 16,461,269 15,013,965
Deferred tax assets 4.15 53,980,914 60,548,177
Other assets 4.16 575,269,438 701,447,925
Total Assets 63,531,413,683 62,212,821,722
Liabilities
Due to Bank and Financial Institutions 4.17 1,530,882,450 1,561,069,493
Due to Nepal Rastra Bank 4.18 - -
Derivative financial instruments 4.19 - -
Deposits from customers 4.20 54,668,494,391 54,028,104,358
Borrowing 4.21 R )
Current Tax Liabilities 4.9 56,216,196 14,306,571
Provisions 4.22 - -
Deferred tax liabilities 4.15 - -
Other liabilities 4.23 901,007,453 878,090,195
Debt securities issued 4.24 747,212,038 746,875,419
Subordinated Liabilities 4.25 - -
Total Liabilities 57,903,812,528 57,228,446,036
Equity
Share capital 4.26 3,556,255,720 3,430,971,303
Share premium -
Retained earnings 368,366,412 131,878,334
Reserves 4.27 1,702,979,022 1,421,526,050
Total equity attributable to equity holders 5,627,601,154 4,984,375,687
Non-controlling interest - R
Total Equity 5,627,601,154 4,984,375,687
Total Liabilities and Equity 63,531,413,683 62,212,821,722
Contingent liabilities and commitment 4.28 2,436,823,416 1,315,528,832

Net assets value per share

158.25

145.28

Nirjala Phashi
Head- Accounts & Finance

Lisa Sherchan
Director

Suyog Shrestha
Chief Executive Officer

Rabindra Narayan Pradhan
Director

Ganga Sagar Dhakal
Director

Sujan Siddhi Bajracharya
Director

Sushil Kaji Baniya
Director

Naresh Dhungana
Director

Ujjwal Satyal
Chairman

Place: Kathmandu
Date: 14 November, 2025

As per our report of even date
CA. Dipak Shivakoti

Proprietor

D. S. & Associates
Chartered Accountants
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Shangri-la Development Bank Limited
Statement of Profit or Loss
For the year ended 32 Ashadh 2082 (16 July 2025)

Amount in NPR

Particulars Note Current Year Previous Year

Interest income 4.29 5,386,044,260

3,314,574,435

6,396,794,787
4,489,931,436

Interest expense 4.30

Net interest income

2,071,469,825

1,906,863,351

Fee and commission income 4.31 235,211,951 219,368,176
Fee and commission expense 4.32 20,557,125 21,380,310
Net fee and commission income 214,654,826 197,987,866
Net interest, fee and commission income 2,286,124,651 2,104,851,217
Net trading income 4.33 - -
Other operating income 4.34 175,031,280 92,789,767
Total operating income 2,461,155,930 2,197,640,984
Impairment charge/(reversal) for loans and other losses 4.35 345,480,502 357,010,445
Net operating income 2,115,675,429 1,840,630,539
Operating expense

Personnel expenses 4.36 745,182,853 688,404,780
Other operating expenses 4.37 313,285,157 290,722,003
Depreciation & Amortization 4.38 172,768,510 158,086,117
Operating Profit 884,438,909 703,417,639
Non-operating income 4.39 1,792,444 827,454
Non-operating expense 4.40 21,994,176 4,171,041
Profit before income tax 864,237,178 700,074,051
Income tax expense 4.41 257,565,421 195,793,598
Current Tax 277,291,476 220,046,136
Deferred Tax Income / Expenses (19,726,055) (24,252,539)
Profit for the year 606,671,757 504,280,453
Profit attributable to:

Equity holders of the Bank 606,671,757 504,280,453
Non-controlling interest - -
Profit for the year 606,671,757 504,280,453
Earnings per share

Basic earnings per share 17.06 14.70
Diluted earnings per share 17.06 14.70

Nirjala Phashi
Head- Accounts & Finance

Ganga Sagar Dhakal
Director Director

Place: Kathmandu

Suyog Shrestha
Chief Executive Officer

Sujan Siddhi Bajracharya

Sushil Kaji Baniya
Director

Rabindra Narayan Pradhan
Director

Naresh Dhungana

Director

Lisa Sherchan

Director

Ujjwal Satyal

Chairman

As per our report of even date
Date: 14 November, 2025 CA. Dipak Shivakoti
Proprietor

D. S. & Associates
Chartered Accountants
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Shangri-la Development Bank Limited
Statement of Comprehensive Income
For the year ended 32 Ashadh 2082 (16 July 2025)

Amount in NPR
Particulars Current Year Previous Year

Profit for the year 606,671,757 504,280,453
Other comprehensive income

a) Items that will not be reclassified to profit or loss

Gains/(losses) from investments in equity instruments measured at fair value 87,644,392 33,743,518
Gain/(loss) on revaluation - -
Actuarial gain/(loss) on defined benefit plans

Income tax relating to above items (26,293,317) (10,123,055)

Net other comprehensive income that will not be reclassified to profit or loss 61,351,074 23,620,463

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 - -
Reclassification of Profit/Loss - -
Net other comprehensive income that are or may be reclassified to profit or loss - -
c) Share of other comprehensive income of associate accounted as per

equited method

Other comprehensive income for the period, net of income tax 61,351,074 23,620,463

Total comprehensive income for the year 668,022,831 527,900,916

Total comprehensive income attributable to: - -

Equity holders of the Bank 668,022,831 527,900,916
Non-controlling interest - -
Total comprehensive income for the year 668,022,831 527,900,916
Nirjala Phashi Suyog Shrestha Rabindra Narayan Pradhan Lisa Sherchan
Head- Accounts & Finance Chief Executive Officer Director Director
Ganga Sagar Dhakal Sujan Siddhi Bajracharya Sushil Kaji Baniya Naresh Dhungana Ujjwal Satyal
Director Director Director Director Chairman
Place: Kathmandu As per our report of even date
Date: 14 November, 2025 CA. Dipak Shivakoti
Proprietor

D. S. & Associates
Chartered Accountants
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Shangri-la Development Bank Limited

Statement of Cash Flows
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For the year ended 32 Ashadh 2082 (16 July 2025)

Particulars

CASH FLOWS FROM OPERATING ACTIVITIES
Interest received

Fees and other income received

Dividend received

Receipts from other operating activities

Interest paid

Commission and fees paid

Cash payment to employees

Other expense paid

Operating cash flows before changes in operating assets and liabilities

(Increase)/Decrease in operating assets

Due from Nepal Rastra Bank

Placement with bank and financial institutions

Other trading assets

Loan and advances to bank and financial institutions
Loans and advances to customers

Other assets

Increase/(Decrease) in operating liabilities
Due to bank and financial institutions

Due to Nepal Rastra Bank

Deposit from customers

Borrowings

Other liabilities

Net cash flow from operating activities before tax paid
Income taxes paid
Net cash flow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities

Receipts from sale of investment securities
Purchase of property and equipment

Receipt from the sale of property and equipment
Purchase of intangible assets

Receipt from the sale of intangible assets
Purchase of investment properties

Receipt from the sale of investment properties
Interest received

Dividend received

Net cash used in investing activities

29 3 arftier ufqaea

Current Year

Amount in NPR
Previous Year

4,900,406,094
380,208,874

(3,310,541,333)
(20,557,125)
(642,270,576)
(251,165,647)

5,768,743,312
303,268,842

(4,434,380,863)
(21,380,310)
(586,641,119)
(380,717,108)

1,056,080,288

648,892,755

(462,888,791)

345,561,153
(1,549,364,470)
126,515,106

(587,510)

(987,740,785)
(2,279,043,825)
(342,872,570)

(1,540,177,003)

(3,610,244,690)

(30,187,043)

(380,635,110)

640,390,034 3,460,382,492
610,202,991 3,079,747,382
126,106,276 118,395,447

(252,298,960)

(141,255,426)

(126,192,683)

(22,859,979)

(418,314,362)
142,734,283
(235,108,237)
6,319,676

(239,937,996)
544,873,219
25,507,124

(1,644,781,042)
82,561,917
(128,867,403)
3,744,535
(8,589,396)

(163,845,913)

581,899,187
5,972,019

(173,926,294)

(1,271,906,096)
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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

Interest paid

Other receipt/payment

Net cash from financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at 01 Shrawan, 2081

Effect of exchange rate fluctuations on cash and cash equivalents held
Cash and cash equivalents at 32 Ashadh 2082 (16 July 2025)

Nirjala Phashi Suyog Shrestha
Head- Accounts & Finance Chief Executive Officer

Ganga Sagar Dhakal

Place: Kathmandu
Date: 14 November, 2025

3T

(6,593,917)
(67,836,619)

(8,598,926)
(67,861,434)

(74,430,536)

(76,460,360)

(374,549,513)

(1,371,226,435)

2,829,192,223

4,200,418,658

2,454,642,710

2,829,192,223

Sujan Siddhi Bajracharya Sushil Kaji Baniya
Director Director Director

Rabindra Narayan Pradhan
Director

Naresh Dhungana

Director

Lisa Sherchan
Director

Ujjwal Satyal
Chairman

As per our report of even date
CA. Dipak Shivakoti

Proprietor
D. S. & Associates
Chartered Accountants
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Shangri-la Development Bank Limited

Statement of Distributable Profit or Loss
As on 32 Ashadh 2082 (16 July 2025)

(As per NRB Regulation)

Particulars

Net profit or (loss) as per statement of profit or loss
Appropriations:

a. General reserve
. Foreign exchange fluctuation fund
. Capital redemption reserve
. Corporate social responsibility fund
. Employees' training fund

Fair Value Reserve
. Investment Adjustment Reserve
. Others

JTQ ™0 o 0 T

Profit or (loss) before regulatory adjustment

Regulatory adjustment :

a. Interest receivable (-)/previous accrued interest received (+)

b. Short loan loss provision in accounts (-)/reversal (+)

c. Short provision for possible losses on investment (-)/reversal (+)

d. Short loan loss provision on Non-Banking Assets (-)/reversal (+)

e. Deferred tax assets recognized (-)/ reversal (+)

f. Goodwill recognized (-)/ impairment of Goodwill (+)

g. Bargain purchase gain recognized (-)/reversal (+)

h. Actuarial loss recognized (-)/reversal (+)

i. Other (+/-)

Unrealized Gain/(Loss) on Investment Securities-Fair value through PL
Unrealized Gain/(Loss) on Investment Securities

Net Profit for the year end 32 Ashadh 2082 (16 July 2025) for distribution

Opening Retained Earning as on Shrawan 1, 2081

Adjustment(+,-)

Distributions:

Bonus Shares Issued

Cash Dividend Paid

Total Distributable profit or (Loss) as on 32 Ashadh 2082 (16 July 2025)

Annualized Distributable Profit/Loss per share

Nirjala Phashi
Head- Accounts & Finance

Suyog Shrestha
Chief Executive Officer

Ganga Sagar Dhakal
Director

Sujan Siddhi Bajracharya

Director Director

Place: Kathmandu
Date: 14 November, 2025
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Current Year

Amount in NPR

Previous Year

606,671,757

(124,782,359)

504,280,453

(107,273,685)

(117,549) (127,824)
(107,142,857) (107,142,857)
(6,066,718) (5,042,805)
17,240,036 32,087,973
385,802,310 316,781,256
89,377,494 (80,171,817)

(81,293,329)
(11,766,053)

(103,222,925)
(14,129,483)

1,333,302 (1,333,302)
383,453,724 117,923,728
131,878,334 202,296,590

(15,087,312)

(16,363,473)

Sushil Kaji Baniya

125,284,417 163,379,586
6,593,917 8,598,926
368,366,412 131,878,334
10.36 3.84

Rabindra Narayan Pradhan

Director

Naresh Dhungana

Director

Lisa Sherchan
Director

Ujjwal Satyal
Chairman

As per our report of even date

CA. Dipak Shivakoti
Proprietor

D. S. & Associates
Chartered Accountants
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Shangri-la Development Bank Limited
Notes to the Financial Statement
For the year ended 32 Ashadh 2082 (at July 16 2025)

Reporting Entity

Shangri-la Development Bank Limited (“the Bank”) is incorporated as a public limited company under the
Office of the Company Registrar and operates as a Class “Kha” licensed financial institution, authorized by
Nepal Rastra Bank. The Bank’s corporate office is located in Baluwatar, Kathmandu, Nepal. With a robust
network of 109 branches, it stands among the largest national-level development banks in the country. The
Bank is publicly traded on the Nepal Stock Exchange under the ticker symbol SADBL. This report covers
the financial period ending 16 July 2025 (32 Ashadh 2082 BS).

Basis of Preparation

The financial statement of the Bank has been prepared on accrual basis of accounting in accordance with
Nepal Financial Reporting Standards (NFRS) as published by the Accounting Standards Board (ASB) Nepal
and pronounced by The Institute of Chartered Accountants of Nepal (ICAN) and in the format issued by
Nepal Rastra Bank in Directive No. 4 of NRB Directives, 2081.

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

Statement of Compliance

The financial statement has been prepared and approved by the Board of Directors in accordance with
Company Act 2063, Bank and Financial Institution Act 2073, 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 of
NRB Directives, 2081. These policies have been consistently applied to all the years presented except
otherwise stated.

Reporting Period and Approval of Financial Statement

The Bank has adopted the Nepal Financial Reporting Standards (NFRS), as issued by the Accounting
Standards Board (ASB), effective from the fiscal year 2017/18 (2074/75 BS), for the preparation of its
financial statements. The financial statements, along with the accompanying notes, were approved by the
Board of Directors (“the Board”) during its 374" meeting held on November 14, 2025. The Board affirms its
responsibility for the preparation of the Bank’s financial statements. These approved statements have been
recommended for endorsement by the shareholders at the Bank’s 215t Annual General Meeting.

The Board retains the authority to amend the annual accounts, provided they have not yet been adopted by
the general meeting of shareholders. The general meeting of shareholders may decide not to adopt the
annual accounts but may not amend these.

Responsibility for Financial Statement

The Board of the Bank is responsible for approval of financial statement prepared by the Management of
the Bank which reflects a true and fair view of the financial position and performance of the Bank. The Board
is of the view that the financial statements have been prepared in conformity with the prevailing financial
reporting standards, regulations of the Nepal Rastra Bank and the requirements of the Company Act.

The Board acknowledges their responsibility for financial statements as set out in the ‘Statement of Director’s
Responsibility’ and in the certification on the Statement of Financial Position.

Functional and Presentation Currency

The financial statement is presented in Nepalese Rupees (NPR) which is the Bank’s functional currency. All
financial information presented in NPR has been rounded to the nearest rupee except where indicated
otherwise.

Use of Estimates, Assumptions and Judgment

The Bank, under NFRS, is required to apply accounting policies to most appropriately suit its circumstances
and operating environment. Further, the Bank is required to make judgments in respect of items where the
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choice of specific policy, accounting estimate or assumption to be followed could materially affect the
financial statements.

The NFRS requires the Bank to make estimates and assumptions that will affect the assets, liabilities,
disclosure of contingent assets and liabilities, and profit or loss as reported in the financial statements.

The Bank applies estimates in preparing and presenting the financial statements and such estimates and
underlying assumptions are reviewed periodically. The revision to accounting estimates are recognized in
the period in which the estimates are revised and are applied prospectively.

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

Going Concern

The financial statements of the Bank is prepared on a going concern basis. The Management has made an
assessment of its ability to continue as a going concern and is satisfied that it has the resources to continue
its business for the foreseeable future. Furthermore, the Management is not aware of any material
uncertainties that may cast significant doubt upon the Bank’s ability to continue as a going concern.

2.6. Change in Accounting Policies
The Bank has prepared the opening Statement of Financial Position as per Nepal Financial Reporting
Standard (NFRS) as at 16 July 2016 (the transition date) by recognizing all assets and liabilities whose
recognition is required by NFRS, not recognizing the items of assets or liabilities which are not permitted by
NFRS, by reclassifying items from previous GAAP to NFRS as required by NFRS and applying NFRS in
measurement of recognized assets and liabilities.

2.7. Reporting Pronouncements
The Bank has, for the preparation of financial statements, adopted the NFRS pronounced by ASB as
effective on September 13, 2013. The NFRS confirm, in all material respect, to International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

The Institute of Chartered Accountants of Nepal has pronounced implementation of NFRS. Accordingly, the
accompanying financial statements for the year ended July 16, 2025 are prepared in accordance with NFRS
including Carve-Out Alternatives provided for Bank and Financial Institutions (BFIs) under NFRS — 9.
Wherever the information is not adequately available, and/or it is impracticable to develop such exception
to NFRS implementation has been noted and disclosed in respective sections.

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

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

2.10. Offsetting
In the Statement of Financial Position, financial assets and financial liabilities are netted off only when there
is a legally enforceable right to offset the recognized amounts and there is an intention to settle on a net
basis, or to realize the assets and settle the liability simultaneously. Income and expenses are not netted off
in the Statement of Profit or Loss unless required or permitted by an accounting standard or interpretation
and as specifically disclosed in the accounting policy.

2.11. Materiality and Aggregation

In the financial statements materiality and aggregation is dealt with in compliance with Nepal Accounting
Standard — NAS 1 “Presentation of Financial Statements” and within the scope of formats implemented by
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Nepal Rastra Bank. Accordingly, each material class of similar items is presented separately and items that
are not similar in nature or function are also presented separately unless these are immaterial.

Rounding
The amounts in the financial statements are rounded off to the nearest Rupees, except where otherwise
indicated as permitted by NAS 1 — “Presentation of Financial Statements”.

Comparative Information

Accounting policies are consistently applied across all periods reported. The presentation and classification
of financial figures relating to previous period are regrouped or reclassified where relevant to facilitate
consistent presentation and better comparability.

Significant Accounting Policies
The Bank has applied the accounting policies set out below consistently to all periods presented in the
accompanying financial statements unless specifically stated otherwise.

Basis of Measurement

The financial statements have been prepared on historical cost basis except for the following material items

in the statement of financial position:

> Investment Securities are measured at Fair value through Other Comprehensive Income (FVTOCI).

> Liabilities for employee defined benefit obligations and liabilities for long service leave presented in
SoFP line-item Other Liabilities measured at fair value under NAS 19 ‘Employee Benefits’

Cash and Cash Equivalent

Cash and cash equivalent comprise short-term, highly liquid investments that are readily convertible to
known amounts of cash and are subject to an insignificant risk of change in value and carried at amortized
cost.

The cash and cash equivalents for the purpose of cash flow statement include cash in hand, balances with
banks, money at call and money market funds and financial assets with original maturity less than 3 months
from the date of acquisition.

Financial Assets and Financial Liabilities

3.3.1. Recognition

The Bank recognizes financial assets and financial liabilities when it becomes a party to the contractual
provisions of the instrument. All financial assets and liabilities are measured at fair value on initial
recognition. Transaction costs in relation to financial assets and financial liabilities, other than those carried
at fair value through profit or loss (FVTPL), are added to the fair value on initial recognition. Transaction
costs in relation to financial assets and financial liabilities which are carried at fair value through profit or loss
(FVTPL), are charged to Statement of Profit or Loss.

3.3.2. Classification

The financial assets and liabilities are subsequently measured at amortized cost or fair value on the basis
of business model for managing the financial assets and the contractual cash flow characteristics of the
financial assets.

Financial assets are classified under three categories as required by NFRS 9, namely:

a. Financial Assets Measured at Amortized Cost:

Financial assets that are held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows that are solely payments of principal and interest, are subsequently measured
at amortized cost using the effective interest rate (‘EIR’) method less impairment, if any. The amortization of
EIR and loss arising from impairment, if any is recognized in Statement of Profit or Loss.

b. Financial Assets Measured at Fair Value Through Other Comprehensive Income:

Financial assets that are held within a business model whose objective is achieved by both, selling financial
assets and collecting contractual cash flows that are solely payments of principal and interest, are
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subsequently measured at fair value through other comprehensive income. Fair value movements are
recognized in Other Comprehensive Income (OCI).

c. Financial Assets Measured at Fair Value Through Profit or Loss:

The bank classifies the financials assets as fair value through profit or loss if they are held for trading or
designated at fair value through profit or loss. Any other financial asset not classified as either amortized
cost or FVTOCI, is classified as FVTPL.

Financial Liabilities are classified under two categories as required by NFRS 9, namely:

a. Financial Liabilities Measured at Fair Value Through Profit or Loss:

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss. Upon initial recognition,
transaction cost directly attributable to the acquisition are recognized in Statement of Profit or Loss as
incurred. Subsequent changes in fair value is recognized at profit or loss.

b. Financial Liabilities Measured at Amortized Cost:
All financial liabilities other than measured at fair value though profit or loss are classified as subsequently
measured at amortized cost using effective interest method.

3.3.3. Measurement

Initial Measurement

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

Subsequent Measurement

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

The amortized cost of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured at initial recognition minus principal repayments, plus or minus the cumulative
amortization using the effective interest method of any difference between that initial amount and the
maturity amount, and minus any reduction for impairment or collectability.

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

3.3.4. De-recognition

The Bank derecognizes a financial asset when the contractual rights to the cash flows from the financial
asset expire, or it transfers the contractual rights to receive the cash flows from the asset. A financial liability
is derecognized when the obligation specified in the contract is discharged, cancelled or expires.

3.3.5. Determination of Fair Value
The fair value of a financial instrument 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 Bank follows three levels of the fair-value-hierarchy are described below:
Level 1: Quoted (unadjusted) prices for identical assets or liabilities in active markets;
Level 2: Significant inputs to the fair value measurement are directly or indirectly observable or valuations

of quoted for similar instrument in active markets or quoted prices for identical or similar instrument in
inactive markets; and
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Level 3: Significant inputs to the fair value measurement are unobservable.
Investment in Unquoted Equity Instrument are carried at cost as the market price of such shares could not
be ascertained with certainty at the reporting date.

Impairment Losses on Financial Assets

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

Accordingly, the Bank reviews its individually significant loans and advances portfolio at each reporting date
to assess whether an impairment loss is to be recognized in the Statement of Profit or Loss. In particular,
the Management’s judgement is required in the estimation of the amount and timing of future cash flows
when determining the impairment loss. In estimating these cash flows, Management makes judgements
about a borrower’s financial situation and the net realizable value of any underlying collateral (foreclosure)
and expected cash from operations. Each impaired asset is assessed on its merits, and the workout strategy
and estimate of cash flows considered recoverable. These estimates are based on assumptions about
several factors and hence actual results may differ, resulting in future changes to the impairment allowance
made.

Following NFRS 9, the Bank’s Expected Credit Loss (ECL) calculations are outputs of complex models with
several underlying assumptions regarding the choice of variable inputs and their interdependencies.
Elements of the Bank’s ECL models that are considered accounting judgements and estimates include:

o Criteria for qualitatively assessing whether there has been a significant increase in credit risk (SICR)
and if so, allowances for financial assets measured on a Lifetime Expected Credit Loss (LT - ECL)
basis.

o Segmentation of financial assets when their ECL is assessed on a collective basis.

e Various statistical formulas and the choice of inputs used in the development of ECL models.

e Associations between macroeconomic inputs, such as GDP, inflation, interest rates, exchange rates,
general government net lending/borrowing, etc. and the effect of these inputs on Probability of Default
(PDs).

. Forward-looking macroeconomic scenarios and their probability weightings.

. Coupon rate of loan has been considered by the Bank as effective interest rate.

As such, the accuracy of the impairment provision depends on the model assumptions and parameters used
in determining the ECL calculations. Further, the Bank has assigned weightages for base (normal) case,
best case and worst-case scenarios when assessing the probability weighted forward looking macro-
economic indicators.

To facilitate a consistent and robust implementation of the ECL framework, the Nepal Rastra Bank (NRB)
has issued detailed ECL Implementation Guidelines, developed in alignment with international practices and
regulatory frameworks of comparable jurisdictions. These guidelines are intended to support institutions in
applying NFRS 9 requirements prudently and uniformly across the banking sector.

NFRS 9- Expected Credit Loss Related Guidelines, 2024

Expected Credit Losses are a probability weighted estimate of credit losses (i.e., present value of all cash
shortfalls) over the expected life of the financial instrument. A cash shortfall is the difference between cash
flows that are due to an entity in accordance with the contract and cash flows that the entity expects to
receive.

12 month expected credit losses

Twelve month expected credit losses is the portion of lifetime expected credit losses that represent the
expected credit losses that result from default events on a financial instrument that are possible within 12
months after reporting date. An amount equal to 12-month ECL is not only losses expected in next 12 months
rather, it is the expected cash shortfalls over the life of the lending exposure or group of lending exposures
due to loss events that could occur in the next 12 months. Twelve month expected credit losses are to be
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recognized for financial instruments with low credit risk or no significant change in credit risk since initial
recognition, at the reporting date. A nil allowance is rare as ECL estimates are probability weighted amount.

Lifetime expected credit losses
Lifetime Expected Credit Losses are the expected credit losses that result from all possible default events
over the expected life of a financial instrument.

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

It is the change in risk of default rather than change in amount of expected credit losses that is of concern
for assessment of changes in credit risk (before consideration of effects of credit risk mitigants such as
collateral or guarantees).

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

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

Indicators of significant increase in credit risk

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

i More than one month past due

ii. Absolute Lifetime PD is 5% or more

iii. Relative Lifetime PD is increased by 100% or more

iv. Risk rating (internal or external) downgraded by 2 notches since initial recognition

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

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

vii. Expectation of forbearance or restructuring due to financial difficulties

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

ix. Borrowers affected by macroeconomic conditions based on reasonable and supportable forecasts.

X. Modification of terms resulting in restructuring/rescheduling

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

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

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

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

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

i instrument/product type

ii. credit risk ratings
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iii. collateral type

iv. date of initial recognition

v. remaining term to maturity

vi. industry/sector

vii. geographical location of borrower

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

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

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

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

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

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

ECL = PD * LGD*EAD

Probability of Default (PD)

PD is an estimate of the likelihood of a default over a given time horizon. With regards to PD estimation, the

following measures are to be considered by BFls:

i. Derive PD based on historical default migration rates and/other data, internal and external credit rating
etc.

ii. Incorporate forward looking PD information as well by adjusting PD to its sensitivity to changes in certain
macroeconomic factors.

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

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

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

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

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

Factors to consider for LGD

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

ii. Itis recommended to pursue computation of LGD in the following order:
. Use historical actual recovery rates in first place.
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. If historical rates are unavailable, use valuation (prudential floors) for ECL calculation as outlined
in this guideline taking into account disposal time and costs until expected disposal of collateral or
assets. However, value of collateral or assets for loans that have defaulted and BFlIs have also not
been able to realize within 5 years of default, cannot be used for determining loss or recovery rates.

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

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

iii. BFls shall use LGD of 0 per cent for same currency denominated cash backed loans with a haircut of
over 10 per cent subject to meeting following conditions:
. BFls shall have the right to take legal possession of such cash deposit, in the event of default, or
insolvency or bankruptcy of borrower.
e Alldocumentation used in cash collateralized transactions shall be binding on all parties and legally
enforceable.
iv. Exposures backed by Government of Nepal guarantees shall have minimum LGD of O percent.
v. All subordinated claims on corporates, banks and foreign sovereigns will be assigned a minimum of
75% LGD. A subordinated loan is a facility that is expressly subordinated to another facility.
vi. BFls should avoid using proxies to compute LGDs.

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

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

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

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

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

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

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

vii. If data is not available for off balance sheet exposures, BFls may use Credit Conversion Factor (CCF)
for the calculation of EAD for off balance sheet exposures

Guidance on staging for expected credit losses

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

a. Stage 1 includes the following:

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

ii.  Financial instruments that do not have significant increase in credit risk since initial recognition

iii. Financial instruments that have low credit risk at the reporting date
For this purpose, instruments with low credit risk includes:
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e All exposures on Nepal Government/Province/Local Level or Nepal Rastra Bank

. Exposures fully guaranteed by Nepal Government/ Province/Local Level

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

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

. Debenture/bonds having rating of AA or above at reporting date from external credit rating agency.

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

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

Stage 2 includes the following:

Financial instruments having significant increase in credit risk since initial recognition

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

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

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

Loan that has been restructured/rescheduled but not classified as non-performing loan as per existing
provisions of NRB directives. However, rescheduling of instalment/EMI based loans resulting reduction
in number of instalments due to prepayments or change in number of instalments due to change in
interest rates under floating interest rate are not applicable.

Claims on non-investment grade financial instruments i.e., with credit rating of BB+ or below

Stage 3 includes the following:

Financial instruments having contractual payments overdue for more than three months

BFls consider that the borrower is unlikely to pay its credit obligations to the bank in full, without realizing

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

. Bank puts credit obligation on non-accrued status

. Bank consents to distressed restructuring of credit obligation resulting in reduction in financial
obligation due to material forgiveness, postponement of principal, interest

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

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

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

o There is evidence that full repayment based on contractual terms is unlikely without bank’s
realization of collateral regardless of whether the exposure is current or past due by few days

Loan is classified as non-performing as per the NRB prudential provisioning directive.

Credit impaired financial instruments with objective evidence of impairment

A financial instrument is credit-impaired when one or more events that have a detrimental impact on the

estimated future cash flows of that financial instrument have occurred. Evidence that a financial

instrument is credit-impaired include observable data about the following events:

o significant financial difficulty of the issuer or the borrower

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

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

o it is becoming probable that the borrower will enter bankruptcy or other financial re-organization;

o The disappearance of an active market for that financial instrument because of financial difficulties;
or

o The purchase or origination of a financial instrument at a deep discount that reflects the incurred
credit losses.
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Credit impaired financial instrument shall also include credit impaired defined by BFls as per their risk
management practices.

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

Transfer criteria between stages

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

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

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

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

Forward Looking Information

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

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

Loan Loss Provision as per NRB Directives

As per NRB Directives, provision is made for possible losses on loans and advances at 1 % to 100 % on
the basis of classification of loans and advances, overdraft and bills purchased. 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
Directives.

The bank has considered the impairment on loans and advances as the higher of total impairment charge
calculated under ECL provision as per NFRS 9 and as per existing regulatory provisions as per NRB
Directive, in accordance to ECL Guidelines, 2024 issued by NRB.

3.5 Trading Assets
Financial assets are classified as trading assets (held for trading) if they have been acquired principally for
the purpose of selling in the near term, or form part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent pattern of short- term profit taking. They are
recognized on trade date, when the bank enters into contractual arrangements with counterparties, and are
normally derecognized when sold. They are initially measured at fair value, with transaction costs taken to
profit or loss. Subsequent changes in their fair values are recognized in profit or loss.
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Derivative Assets and Derivative Liabilities

Derivative instruments include transactions like interest rate swap, currency swap, forward foreign exchange
contract etc. held for trading as well as risk management purposes. Derivative financial instruments are
initially measured at fair value on the contract date and are subsequently re-measured to fair value at each
reporting date. The Bank does not have any derivative instrument during the reporting period.

Property & Equipment
All property and equipment are stated at cost less accumulated depreciation and impairment losses. Cost
includes expenditure that is directly attributable to the acquisition of the assets.

Subsequent costs are included in the asset’s carrying amount or are recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Bank and the cost of the item can be measured reliably. All other repairs and maintenance are charged to
the Statement of Profit or Loss during the financial period in which they are incurred. Depreciation on other
assets is calculated from the date the assets are available for use up to the date of disposal using the
straight- line method to allocate their cost to their residual values over their estimated useful lives, as follows:

Particulars No. of Years
Building 50
Computer and Accessories 5
Furniture and Fixtures 7
Office Equipment 7
Vehicles 7
Leasehold Properties 10

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each statement of
financial position date. The value of the assets fully depreciated but continued to be in use is considered not
material. Assets with costs less than NPR 5,000 are charged off on purchase as revenue expenditure.
Additional information on property and equipment with a reconciliation of carrying amounts, accumulated
depreciation at the beginning and at the end of the period is presented in Note 4.13.

Intangible Assets

An intangible asset appearing in the Bank’s books is computer software/software licenses. Acquired
computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to use the
specific software. Costs associated with the development of software are capitalized where it is probable
that it will generate future economic benefits in excess of its cost. Computer software costs are amortized
over the period of 5 years in Straight Line method (SLM). Costs associated with maintaining software are
recognized as an expense as incurred.

Additional information on intangible assets with a reconciliation of carrying amounts, accumulated
amortization at the beginning and at the end of the periods is presented in Note 4.14.

Investment Property

Investment properties are land or building or both other than those classified as property and equipment
under NAS 16 — “Property, Plant and Equipment”; and assets classified as non-current assets held for sale
under NFRS 5 — “Non-Current Assets Held for Sale and Discontinued Operations”. Land and Building
acquired as non-banking assets are recognized as investment property.

Such investment properties have been measured at lower of loan outstanding amount or fair market value
of the collateral at the time of recognition in line with NRB Directives. No depreciation is charged in
investment property as they are not intended for the owner-occupied use.

Income Tax
Tax expenses comprises of current tax and deferred tax.

Current tax

Current tax is the income tax expense recognized in Statement of Profit or Loss, except to the extent it
relates to items recognized directly in equity or other comprehensive income in which case it is recognized
in equity or in other comprehensive income. Current tax is the amounts expected or paid to Inland Revenue
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Department in respect of the current year, using the tax rates and tax laws enacted or substantively enacted
on the reporting date and any adjustment to tax payable in respect of prior years. Details of Current tax is
presented in Note 4.41.

Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities
in the balance sheet and the amounts attributed to such assets and liabilities for tax purposes. Deferred tax
liabilities are generally recognized for all taxable temporary differences and deferred tax assets are
recognized to the extent that it is probable that future taxable profits will be available against which deductible
temporary differences can be utilized.

Deferred tax is calculated using the tax rates expected to apply in the periods in which the assets will be
realized or the liabilities settled, based on tax rates and laws enacted, or substantively enacted, by the
balance sheet date. Deferred tax assets and liabilities are offset when they arise in the same tax reporting
group and relate to income taxes levied by the same taxation authority, and when the group has a legal right
to offset. Details of Deferred tax is presented in Note 4.15.

3.11 Deposit, Debts Securities Issued and Subordinated Liabilities

i. Deposits
The Bank accepts deposits from its customers under saving, current, term deposits, call and margin
accounts which allows money to be deposited and withdrawn by the account holder. These transactions are
recorded on the Bank’s books, and the resulting balance is recorded as a liability for the Bank and represents
the amount owed by the Bank to the customer.

ii. Debt Securities Issued
It includes debenture issued by the Bank initially measured at fair value minus incremental direct transaction
costs, and subsequently measured at their amortized cost using the effective interest method. However,
debentures issued by the Bank are subordinate to the deposits from customer.

iii. Subordinated Liabilities
Subordinated liabilities are those liabilities which at the event of winding up are subordinate to the claims of
depositors, debt securities issued and other creditors. The Bank does not have any subordinated liabilities
as at the reporting date.

3.12 Provisions, Contingent Liabilities and Contingent Assets
The Bank recognizes a provision if, as a result of past event, the Bank has a present constructive or legal
obligation that can be reliability measured and it is probable that an outflow of economic benefit will be
required to settle the obligation.

A disclosure for contingent liability is made when there is a possible obligation or a present obligation that
may but probably will not require an outflow of resources. When there is a possible obligation or a present
obligation in respect of which the likelihood of outflow of resources is remote, no provision or disclosure is
made.

A provision for onerous contract is recognized when the expected benefits to be derived by the Bank from
a contract are lower than the unavoidable cost of meeting its obligation under the contract.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it is no
longer probable that an outflow of resources would be required to settle the obligation, the provision is
reversed. Contingent assets are not recognized in the financial statements. However, contingent assets are
assessed continually and if it is virtually certain that an inflow of economic benefits will arise, the asset and
related income are recognized in the period in which the change occurs. Details of Provisions, Contingent
Liabilities and Contingent Assets are presented in Note 4.28.
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Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Bank and
the revenue can be reliably measured. The following specific recognition criteria must also be met before
revenue is recognized.

Interest Income

Interest Income include interest income on loan and advance, investment securities except on those
investment securities measure at fair value through profit or loss, cash and cash equivalent, due from Nepal
Rastra Bank, due from BFls, loan and advances to staff etc. For all financial assets measured at amortized
cost, interest bearing financial assets classified as Fair value through profit and loss, interest income is
recorded using the rate that closely approximates the effective interest rate (EIR) suggested by NFRS. The
adoption of effective interest method is not possible due to constraints of time, effort and cost in short term
compared to the benefits it provides. Benefit of carve out has been applied to this effect.

Interest income on Loans and Advances is recognized as per the Guidance Note on Interest Income
Recognition, 2025 issued by NRB and carve out issued by ICAN has been opted.

For Stage 1 and Stage 2 Loans and Advances: Based on coupon interest rate on principal outstanding
for all financial assets (Accrual Basis)

For Stage 3 Loans and Advances: Based on actual cash basis approach (incremental) and coupon interest
rate applied on principal outstanding.

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

NFRS Requirement: NFRS requires interest income to be recognized using the Effective Interest method,
except for those classified at fair value through profit or loss. The effective interest method is a method of
calculating the amortized cost of a financial asset and of allocating the interest income over the expected
life of the financial instrument.

Carve out issued by ICAN

As per carve out regarding Effective Interest Rate used for calculation of Interest revenue, bank or other
financial institutions established /licensed by appropriate government bodies, interest revenue can be
recognized as per the Guidance Note issued by respective regulators.

Fees and Commission Income

Fees and commission are generally recognized on an accrual basis when the service has been provided or
significant act performed. Service fee income/expenses are recognized on accrual basis unless it is
impracticable to recognize as allowed through carve-out on NFRS.

Dividend Income

Dividend income is recognized when the Bank’s right to receive the payment is established, which is
generally when the shareholders approve the dividend. In line with the requirements of the Income Tax Act
2058, dividends received from domestic companies are recognized as final withholding income, while those
received in respect of unit investments in mutual are recognized in gross amounts and respective withholding
taxes are recognized as tax receivables.

Net Trading Income
Net trading income includes all gains and losses from changes in fair value and the related interest income
or expense and dividends, for financial assets and financial liabilities held for trading.

Interest Expense

Interest expense on all financial liabilities including deposits are recognized in profit or loss using effective
interest rate method. Interest expense on all trading liabilities are considered to be incidental to the Bank’s
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trading operations and are presented together with all other changes in fair value of trading assets and
liabilities in net trading income.

Employee Benefits

Short term employee benefits

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.

Short-term employee benefits include all the following items (if payable within 12 months after the end of the
reporting period):

> wages, salaries and social security contributions,

» paid annual leave and paid sick leave,

>  profit-sharing and bonuses and non-monetary benefits

Post-Employment Benefits
Post-employment benefit plan includes the followings;

Defined Contribution Plans

A defined contribution plan is a post-employment benefit plan under which a Bank pays fixed contribution
into a separate Bank (a fund) and will have no legal or constructive obligation to pay further contributions if
the fund does not hold sufficient assets to pay all employee benefits relating to employee services in the
current and prior periods, as defined in Nepal Accounting Standards — NAS 19 (Employee Benefits).

Provident Fund

The Bank deducts ten percent of the basic remuneration of each employee, add ten percent to that amount
and deposit the total amount for the purpose of provident fund. The above expenses are identified as
contributions to ‘Defined Contribution Plans’ as defined in Nepal Accounting Standards — NAS 19 (Employee
Benefits).

The Bank has deposited NPR 22,762,482 as expense in the Provident Fund during the FY 2081.82.

Gratuity

The Bank has followed Defined Contribution Plan from 2075/10/01. For FY 2081.82, gratuity amount NPR
19,523,768 has been deposited into CIT as per the Labor Act 2074. The Bank has followed following rate to
deposit the gratuity:

= For the employee who have worked first 15 years or less than that, gratuity is provided at 8.33% of the
basic remuneration of each month.

- For the employee who have worked above 15 years and up to 20 years, gratuity is provided at 12.50%
of the basic remuneration of each month.

- For the employee who have worked above 20 years, gratuity is provided at 16.67% of the basic
remuneration of each month.

Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The 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 current and prior periods.
That benefit is discounted to determine its present value.

Any unrecognized past service costs and the fair value of any plan assets are deducted. The discount rate
is the yield at the reporting date on government bonds, that have maturity dates approximating the terms of
the Bank’s obligation and that are denominated in the currency in which the benefits are expected to be
paid.
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Other long term employee benefits

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

Termination Benefits

Termination benefits are recognized as an expense when the Bank is demonstrably committed, without
realistic possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal
retirement date, or to provide termination benefits as a result of an offer made to encourage voluntary
redundancy. Termination benefits for voluntary redundancies are recognized as an expense if the Bank has
made an offer of voluntary redundancy, it is probable that the offer will be accepted, and the number of
acceptances can be estimated reliably. If benefits are payable more than 12 months after the reporting date,
then they are discounted to their present value.

Leases

Lease payments under an operating lease shall be recognized as an expense on a straight-line basis over

the lease term unless either:

e Another systematic basis is more representative of the time pattern of the user’s benefit even if the
payments to the lessors are not on that basis; or

° The payments to the lessor are structured to increase in line with expected general inflation to
compensate for the lessor’s expected inflationary cost increases. If payments to the lessor vary because
of factors other than general inflation, then this condition is not met.

Majority of lease agreements entered by the Banks are with the clause of normal increment of 5%-15% p.a.

which the management assumes are in line with the lessor’s expected inflationary cost increases.

Bank has implemented lease as per NFRS 16 pronounced by ASB with effect from fiscal year 2021/22
(2078.79). The Bank has Right of Use assets of NPR 326,970,025 and booked under leasehold assets on
4.13 Property and Equipment.

During the current financial year, the Bank identified an error in the measurement of Right-of-Use (ROU)
Assets and Lease Liabilities relating to leases accounted under NFRS 16 — Leases in the previous financial
year. The error arose due to computational mistake in determination of lease liability/ROU asset at inception
of lease, which resulted in an understatement of the related balances in the prior year financial statements.

In line with the requirements of NFRS 8 — Accounting Policies, Changes in Accounting Estimates and Errors,
the Bank has corrected the error in the current year financial statements. The ROU Assets and Lease
Liabilities have been adjusted appropriately, and the balancing impact amounting to Rs. 2,84,436 has been
recognized under “Other Operating Income” in the Statement of Profit or Loss for the year ended 32 Ashadh
2082.

The impact of this correction in the current year’s financial statements is as follows:

Particulars Impact (Amount in NPR)
Adjustment in ROU Assets -61,332,074
Adjustment in Lease Liability 61,047,638
Net Impact recognized in SOPL 284,436

Considering the immaterial nature of the impact on the Statement of Profit or Loss, the Bank has not restated
the comparative figures of the previous year.
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Foreign Currency Translation
The financial statements are presented in Nepalese Rupees (NPR). Transactions in foreign currencies are
initially recorded at the functional currency rate of exchange ruling at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate of
exchange at the reporting date.

Share Capital and Reserves

Equity is the residual interest in the total assets of the Bank after deducting all of its liability. Shares are
classified as equity when the Bank has an unconditional right to avoid delivery of cash or another financial
asset, that is, when the dividend and repayment of capital are at the sole and absolute discretion of the Bank
and there is no contractual obligation whatsoever to that effect.

Reserves are the allocation out of profit or retained earnings. These are created as statutory requirement,
accounting standard requirement and the bank’s own requirement. Details of share capital and reserves are
provided in Note 4.27.

Earnings per Share (EPS) and Diluted EPS

The Bank presents basic and diluted Earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit and loss attributable to ordinary equity holders of the Bank by the weighted
average number of ordinary shares outstanding during the period. The number of shares is taken as the
weighted average number of shares for the relevant period as required by NAS 33 - Earnings per Share.

Diluted EPS is determined by adjusting both the profit and loss attributable to the ordinary equity holders
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.

Earnings per share are disclosed in the Statement of Profit or Loss. Further, considering issuance of bonus
share in FY 2080.81, which have restated the net profit per share from continuing ordinary operations,
earnings per share for previous period has been calculated as below. The effect of bonus of share issued
has been adjusted retrospectively.

Details of calculation of Earnings per share is as follows:

Particulars FY 2081.82 FY 2080.81
Profit attributable to ordinary shareholders 606,671,757 504,280,453
Weighted average number of equity shares as at year end 35,562,557 35,562,557
Basic earnings per share 17.06 14.18
Diluted earnings per share 17.06 14.18

Proposed Dividend

The Board of Directors of the Bank has proposed the following dividend by passing the resolution in the
374" Board Meeting. The payment is subject to the approval of the shareholders in the ensuing Annual
General Meeting of the Bank.

The amount of the dividend proposed in current year and previous year is as follows:

FY 2081.82 FY 2080.81
Percentage Amount Percentage Amount
Stock Dividend 5.00% 177,812,786 3.65% 125,284,417
Cash Dividend 5.36% 190,553,626 0.19% 6,593,917
Total 10.36% 368,366,412 3.84% 131,878,334

Cash Flow Statement
The cash flow statement has been prepared using ‘The Direct Method’, whereby gross cash receipts and
gross cash payments of operating activities, finance activities and investing activities have been recognized.
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Segment Reporting

The Bank’s operating segments are organized and managed separately through the respective
department/business managers according to the nature of products and services provided with each
segment representing a strategic business unit. Segment report include items directly attributable to a
segment as well as those that can be allocated on a reasonable basis.

The bank has identified three segments namely: Core Banking, Treasury and Digital banking for the segment
reporting. Details are provided in Note 5.4.

Additional Disclosure on Loan and Advances

1.

vz

Disclosure Under ECL

Credit Risk Management Practice

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

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

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

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

Although NFRS 9 was originally announced by the Institute of Chartered Accountants of Nepal (ICAN) to be
effective from 16 July 2021 (Shrawan 1, 2078), full implementation—particularly of the ECL framework—
was deferred for banks and financial institutions until FY 2080.81, due to various operational and technical
challenges including the impact of COVID-19, limited model readiness, and resource constraints.

Accordingly, the provisions of NFRS 9, including the ECL impairment model, have been made fully
applicable from FY 2081.82 for licensed banks and financial institutions.

To facilitate a consistent and robust implementation of the ECL framework, the Nepal Rastra Bank (NRB)
has issued detailed ECL Implementation Guidelines, developed in alignment with international practices and
regulatory frameworks of comparable jurisdictions. These guidelines are intended to support institutions in
applying NFRS 9 requirements prudently and uniformly across the banking sector.

Significant Increase in Credit Risk (SICR)

When determining whether the risk of default on a financial instrument has increased significantly since
initial recognition, the Bank considers reasonable and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative information and analysis, based
on the Bank’s historical experience and expert credit assessment and including forward-looking information.
The objective of the assessment is to identify whether a significant increase in credit risk has occurred for
an exposure. The Bank has defined the criteria for SICR in its ECL Policy, 2025 which are in consistent with
the NFRS 9 — Expected Credit Loss Related Guidelines, 2024 issued by Nepal Rastra Bank. The criteria
are as follow:

More than one-month past dues

Absolute lifetime PD is 5% or more

Relative lifetime PD is increased by 100% or more.

Risk rating downgraded by 2 notches since initial recognition.

Risk rating downgraded to non-investment grade by external credit rating agency.
Deterioration of relevant determinant of credit risk

Expectation of forbearance or restructuring due to financial difficulties

NookwNh =2
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8. Deterioration of prospects for sector or industries within which a borrower operates

9. Borrower affected by macroeconomic conditions based on reasonable and supportable forecasts.

10. Modification of terms resulting in restructuring/ rescheduling.

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

The Bank is determined to develop mechanisms for implementation of all SICR criteria in near future,
however for this period, the Bank has used following criteria for determining whether there has been a
significant increase in credit risk:

a. Qualitative Factor
The Bank uses the Asset Classification as per the Directive issued by Nepal Rastra Bank for determining
the increase in Credit Risk. Eg: Loan which was in Pass Category in previous quarter has been moved to
Watchlist Category then such loan is deemed to have significant increase in credit risk as a result the loan
is categorized under stage 2 from stage 1.

b. Quantitative Factor
The Bank uses the backstop measure for determining the quantitative factor for determining the increase in
credit risk. The Bank uses NFRS 9- Expected Credit Loss Related Guidelines, 2024 for determining the
SICR criteria which is more than one month past due. Eg: Loans which are one month past due are
categorized under stage 2 from stage 1.

Default Definition

. The Bank considers loan to be in default when it is unlikely that the borrower will repay its credit obligations
in full without recourse to actions such as realizing security, or when the borrower is past due on any material
credit obligation by more than 3 months.

e The Bank may consider other qualitative factors, such as management’s assessment of the borrower’s
creditworthiness, which could indicate a significant deterioration in the ability to meet obligations. The Bank
may use their own definitions of default if they are consistent with this principle and applied in a manner
aligned with their credit risk management practices. Default definitions play a critical role in determining
expected credit losses (ECL) and the Bank has applied it consistently across the ECL measurement process.

Portfolio segmentation of credit risk exposures

For measurement of ECL, portfolio segmentation is based on similar credit risk characteristics. In performing
the portfolio segmentation of credit assets, the Bank considers product types, customer types, industry and
customer size. The Bank retests and revises the rationality of portfolio segmentation of credit risk exposures
every year.

Staging of Financial Instruments

NFRS 9: Financial Instruments, the Bank classifies financial assets into three stages based on the change
in credit risk since the initial recognition. This staging framework forms the basis for calculating Expected
Credit Losses (ECL) and reflects the level of credit deterioration.

Financial instruments that are not already credit-impaired are originated into stage 1 and a 12 month
expected credit losses provisions is recognized.

Instrument will remain in stage 1 until they experience significant credit deterioration (stage 2) or they
become credit impaired (stage 3).

Instruments will transfer to stage 2 and a lifetime expected credit loss provision is recognized when there
has been a significant change in Credit risk compared to what was expected at origination.
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The framework used to determine a significant increase in credit risk is set out below:

Particulars Financial Instrument ECL
Stage 1 Performing 12 months
Stage 2 Performing but has exhibited Significant increase in credit risk Lifetime
Stage 3 Non-Performing Lifetime

Credit Impaired

Parameters for Estimating Expected Credit Losses

Expected credit losses are a probability weighted estimate of credit losses (i.e., Present Value of all cash
shortfalls) over the expected life of the financial instruments. A cash shortfall is the difference between the
cash flows that are due to an entity in accordance with the contract and the cash flows that an entity expects
to receive. Because expected credit losses consider the amount and timing of payments, a credit loss arises
even if the entity expects to be paid in full but later than when contractually due.

The relevant parameters of ECL measurement include Probability of Default (PD), Loss Given Default (LGD)
and Exposure at Default (EAD). The bank establishes its PD models, LGD models and EAD models on the
basis of the historical information available with the bank along with the incorporation of forward-looking

information.

The parameters are defined as follows:

Definition

The Probability of Default (PD) represents the likelihood that the
counterparty will not be able to meet its contractual obligation.

For Stage 1 assets, PD is calculated over the next 12 months; for
Stage 2, PD reflects the lifetime of the asset. Stage 3 exposures are
assumed to have a PD of 100% (Since already in default).

PD estimates incorporate forward-looking macroeconomic
assumptions (e.g., GDP growth, inflation) and are updated
periodically based on statistical models calibrated to historical
defaults and adjusted for the current and expected economic
environment.

Loss Given Default (LGD) represents the proportion of exposure not
expected to be recovered in the event of default, after considering
the present value of expected cash flows from recoveries and
collateral realizations, net of costs.

The LGD is determined based on the historical recovery rates and
takes into accounts the recovery of any collateral (applying haircuts)
that is integral to the financial assets.

S.N. Component

1. Probability of Default
(PD)

2. Loss Given Default (LGD)

3. Exposure at Default
(EAD)

The Exposure at Default (EAD) represents the potential exposure to
the lender in the event of a default by the borrower. It reflects the
total amount the lender is at risk of losing if the borrower defaults,
considering both the outstanding balance and any potential
increases in exposure due to undrawn commitments or principal
repayments.

For revolving loans, the EAD is calculated as the outstanding
balance of the loan, plus any additional undrawn amounts that may
be utilized, adjusted for the Credit Conversion Factor (CCF). The
CCEF reflects the likelihood that the undrawn portions of the loan will
be utilized before the default occurs. This adjustment is important as
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it accounts for the potential increase in exposure if the borrower
draws on the available credit.

The Bank has utilized the CCF ratio and Utilization ratio provided by
Nepal Rastra Bank in its Expected Credit Losses (ECL) Guideline,
2024

For term loans, the EAD is based on the outstanding balance of the
loan, adjusted for any principal repayments made by the borrower.
Since term loans are typically repaid over time according to a fixed
amortization schedule, the EAD decreases as principal is repaid,
reducing the exposure in the event of default. Therefore, the EAD
for term loans reflects the amount remaining after accounting for any
principal recoveries, as per the amortization plan.

To determine the expected credit loss, these components are multiplied together. PD for the reference period
(up to 12 months or lifetime) * LGD * EAD and discounted to the balance sheet dates using the Coupon
Rate of the reporting date as the discount rate.

For stage 3 loans, the Probability of Default is already 100% (since already defaulted) so the Expected
Credit Loss is calculated as LGD * EAD.

Credit Impaired Financial Instrument

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

i.  Significant financial difficulty of the issuer or the borrower.

ii. A breach of contract, such as a default or past due event

iii. The lenders of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession that the lenders would not otherwise consider.

iv. Itis becoming probable that the borrower will enter bankruptcy or other financial re-organization.

v. The disappearance of an active market for that financial instrument because of financial difficulties

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

vii. The borrower is overdue for more than 90 days in any principal, advances, interest or investment in
bonds due to the bank.

The credit impairment of a financial asset may be caused by the combined effect of multiple events rather
than any single discrete event.

Estimation of Expected Credit loss for Credit Impaired Financial Assets
For credit-impaired exposures, the Probability of Default (PD) is assumed to be 100%, as these loans have
already met the default criteria under the Bank’s Credit Risk Policy.

The recovery horizon for such exposures is determined based on Plateau Analysis, which assesses
historical recovery trends over time. The Loss Given Default (LGD) is derived from the Bank’s recovery
model for exposures where the recovery period has not yet expired. For exposures where the recovery
period has lapsed, an LGD of 100% is applied to reflect full loss recognition.

The Exposure at Default (EAD) for credit-impaired exposures is measured as the total outstanding balance
of the loan, including accrued interest and fees, as at the reporting date.

Purchased or originated credit impaired (POCI) financial assets are those financial assets that are credit-
impaired on initial recognition. The Bank does not have any POCI assets as on reporting date.
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Investment

The Bank applies the NFRS 9 Expected Credit Loss (ECL) model on investments in debt instruments
measured at amortized cost and FVOCI. The Vasicek single-factor credit risk model is used to estimate
probability of default (PD), incorporating both systematic and idiosyncratic risk. The model is calibrated using
S&P Global historical default and transition data, adjusted for the Bank’s portfolio and forward-looking
macroeconomic scenarios. Loss Given Default (LGD) is estimated based on recovery experience and
external benchmarks, while Exposure at Default (EAD) represents the amortized cost carrying amount
including accrued interest.

Staff Loans

Staff loans are classified at amortized cost in accordance with NFRS 9. In the absence of historical default
events, the Bank has adopted the regulatory floor Probability of Default (PD) of 2.5% as prescribed by NFRS
9, ECL Guideline issued by Nepal Rastra Bank, together with an average Loss Given Default (LGD) derived
from Bank’s recovery experience. The Exposure at Default (EAD) is represented by the outstanding loan
balance, including accrued interest. Although staff loans are generally considered low risk due to repayment
through salary deductions and end-of-service benefits, an Expected Credit Loss (ECL) is recognized to
ensure compliance with NFRS 9 and regulatory requirements. The staff loans are assessed under stage 1
unless objective evidence of impairment exists. This conservative approach ensures prudence in financial
reporting and alignment with sound risk management practices.

Off Balance Sheet items

Off-balance sheet items such as letters of credit, guarantees, and unutilized loan commitments are not
recognized as financial assets or liabilities in the Statement of Financial Position. However, these exposures
are subject to Expected Credit Loss (ECL) under NFRS 9. For estimating ECL, the Bank applies the
Probability of Default (PD) and Loss Given Default (LGD) derived from its business portfolio, and utilizes the
credit conversion factors (CCF) / utilization ratios as prescribed in the NFRS 9 ECL Guideline issued by
Nepal Rastra Bank (NRB). This approach ensures that ECL reflects both the likelihood of default and the
expected drawdown of off-balance sheet exposures. All off-balance sheet exposures are recognized under
Stage 1 (12-month ECL) unless there is objective evidence of impairment. This approach ensures that ECL
reflects both the likelihood of default and the expected drawdown, maintaining prudence and compliance
with NFRS 9 and NRB requirements.

Transfer between stages

Financial assets can be transferred between the different categories (other than POCI) depending on their
relative change in credit risk since initial recognition. Financial instruments are transferred out of stage 2 if
their credit risk is no longer considered to be significantly increased since initial recognition based on the
Bank’s assessments. Financial instruments are transferred out of Stage 3 when they no longer exhibit any
evidence of credit impairment as described above as per the ECL Policy.

Transfer from Stage 2 to Stage 1:
If all due contractual payments associated with such credit facility as at the date of upgrading are fully settled.

Transfer Out of Stage 3:

Though the conditions for an exposure to be classified in Stage 3 no longer exist, the Bank continues to
monitor for a minimum probationary period of 3 months to upgrade from Stage 3.

For Restructured/Rescheduled Exposures:

Restructured and rescheduled facilities are gradually upgraded upon satisfactory repayment for a stipulated
period according to the policy while exercising prudence principles. The Bank monitor
restructured/rescheduled exposures classified under Stage 3 for a minimum probationary period of 24
months before upgradation.

Key Inputs, Assumptions and Estimation Techniques
Recognition of Expected Credit Losses — Approaches

General Approach

The Bank applies the general approach for recognition of Expected Credit Losses on loans and advances
to customers, loans to banks and financial institutions, investment securities measured at amortized cost or
FVOCI, and loan commitments and financial guarantees and staff loans. Under this approach, exposures
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are classified into Stage 1, Stage 2, or Stage 3 based on changes in credit risk since initial recognition, with
a 12-month ECL recognized for Stage 1 and lifetime ECL for Stages 2 and 3. Interest income is calculated
on the gross carrying amount for Stages 1 and 2, and on the actual receipt basis for Stage 3.

b. Simplified Approach
The Bank’s policy is to apply the simplified approach to trade receivables without a significant financing
component, lease receivables, contract assets under NFRS 15, and certain short-term staff or retail loans.
Under this approach, lifetime ECL is recognized from initial recognition without staging assessment, typically
using a provision matrix or simplified statistical model adjusted for forward-looking information. However, no
ECL has been calculated for these items during the reporting period.

Methodology and Data Source

The Bank’s Expected Credit Loss (ECL) estimates are based on a combination of internal historical data,
regulatory guidance and forward-looking macroeconomic information. Historical default rates are derived
from the Bank’s internal portfolio performance records, covering default rates actually observed by the Bank
in past. Historical loss rates are derived from the Banks internal portfolio covering default, recoveries and
write offs over the past years. This includes portfolio level default histories, Days Past Due (DPD) migration
trends, collateral recovery rates and cure rates.

Where internal history is insufficient to produce statistically reliable estimates- particularly for certain loan

products or off-balance sheet exposures — the Bank supplements its analysis with:

. Parameters and indicative ratios provided in the Nepal Rastra Bank’s ECL Implementation Guidelines
(eg, Credit Conversion Factor [CCF], utilization ratios.

. Floor rates prescribed by Nepal Rastra Bank for Probability of Default (PD)

Forward looking adjustments are applied to historical rates to reflect expected changes in the economic
environment. These adjustments are informed by macroeconomic forecasts sourced from the International
Monetary Fund (IMF). The Bank uses scenario-weighted projections (baseline, upturn, downturn) to modify
Probability of Default (PD) estimates, ensuring that the ECL reflects both past performance and anticipated
future conditions.

Incorporation of Forward-Looking Information

It is a fundamental principal of NFRS 9 that the provisions bank hold against the potential future credit risk
losses should depend, not just on the health of the economy today, but should also take into account
potential changes to the economic environment.

To capture the effect of changes to the economic environment, the Probability of Default (PD) used to
calculate ECL incorporate the forward- looking information in the form of forecasts of the values of economic
variable.

Variable Selection

The Bank initially considered a broad range of macroeconomic variables sourced from the International
Monetary Fund (IMF). Through statistical testing — including correlation analysis, regression significant
testing and model fit evaluation- only those variables with a consistent and statistically significant relationship
with default rates for the Bank’s portfolios were retained in the final model.

Different portfolios may use different subsets of these variables, depending on their relevance to the credit
behavior.

Macroeconomic Scenario

Para 5.5.17 (a) of NFRS 9 requires the estimate of expected credit losses to reflect an unbiased and
probability weighted amount that is determined by evaluating a range of possible outcomes. The three
possible scenarios are taken into account i.e., Baseline, Upturn and downturn. The base line forecasts are
used to create the upturn and downturn scenarios. The Bank determines the upturn and downturn of the
macroeconomic variable using +/- Standard Deviation of the baseline. The Bank uses the following
probability weights:
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Particulars

Probability Weights

Base Line
Upturn

Downturn

40%

30%

30%

These weights reflect management’s assessment of the relative likelihood of each scenario over the

forecast horizon.

Macro-Economic Variables used in the model
The table below presents the variables incorporated in the ECL model for the next 12 months. These
variables are applied at a portfolio level, with relevance determined by the statistical significance and
predictive power for each product segment.

Baseline
Variables Units Q1 Q2 Q3 Q4

Gross national savings (lag1_Z1) Percent of GDP 35.384 35.178 34.870 34.523
Gross domestic product, constant Percent change 2.181 3.104 3.887 4.493
prices (lag3_X1)
Inflation, average consumer prices Percent change 6.561 6.404 6.321 6.323
(A1)
General government net Percent of GDP -4.462 -4.380 -4.303 -4.187
lending/borrowing (B3)
General government total expenditure Percent of GDP 0.148 0.175 0.152 0.093
(diff_B2)
Gross domestic product, constant Percent change 0.605 0.433 0.266 0.111
prices (diff_X1)
Gross national savings (lag4_Z1) Percent of GDP 34.690 35.225 35.423 35.384
Gross domestic product based on Percent 0.086 0.086 0.086 0.086

purchasing-power-parity (PPP) share
of world total (lag3_Xx2)

29 3 aifticr wfqage



Jifdie Seciudiec b fot.

o~
&
(AT TG FhaTE @ TR T I )
Upturn
Variables Units Q1 Q2 Q3 Q4
Gross national savings (lag1_Z1) Percent of GDP 31.811 31.694 31.410 31.049
Gross domestic product, constant Percent change -0.891 0.132 1.036 1.676
prices (lag3_Xx1)
Inflation, average consumer prices (A1) Percent change 5.232 5.064 4.967 4.954
General government net Percent of GDP -5.391 -5.319 -5.243 -5.122
lending/borrowing (B3)
General government total expenditure Percent of GDP 0.303 0.353 0.352 0.312
(diff_B2)
Gross domestic product, constant Percent change 2.111 1.852 1.568 1.369
prices (diff_X1)
Gross national savings (lag4_Z1) Percent of GDP 38.018 38.966 39.587 39.969
Gross domestic product based on Percent -0.291 -0.050 0.213 0.475
purchasing-power-parity (PPP) share
of world total (lag3_X2)
Downturn
Variables Units Q1 Q2 Q3 Q4

Gross national savings (lag1_Z1) Percent of GDP 38.957 39.217 39.381 39.465
Gross domestic product, constant prices Percent change 5.252 6.021 6.763 7.485
(lag3_Xx1)
Inflation, average consumer prices (A1) Percent change 7.891 7.797 7.765 7.810
General government net Percent of GDP -3.5632 -3.427 -3.335 -3.211
lending/borrowing (B3)
General government total expenditure Percent of GDP -0.007 0.025 0.013 -0.038
(diff_B2)
Gross domestic product, constant prices Percent change -0.901 -0.934 -0.981 -1.117
(diff_X1)
Gross national savings (lag4_Z1) Percent of GDP 31.362 31.988 32.320 32.431
Gross domestic product based on Percent -2.291 -2.139 -1.962 -1.708
purchasing-power-parity (PPP) share of
world total (lag3_X2)

29 off arfiier wfvrargsr &y



Jifdie Saciudioc b fot.

&

(AT (G FFaTE @ TR A A )

Probability Weighted

Variables Units Q1 Q2 Q3 Q4
Gross national savings (lag1_Z1) Percent of GDP 35.3839 35.3445 35.1852 34.9634
Gross domestic product, constant prices Percent change 2.1807 3.0873 3.8945 4.5454
(lag3_X1)
Inflation, average consumer prices (A1) Percent change 6.5614 6.4198 6.3481 6.3586
General government net Percent of GDP -4.4616 -4.3757 -4.2943 -4.1746

lending/borrowing (B3)

General government total expenditure Percent of GDP 0.1483 0.1834 0.1703 0.1195
(diff_B2)
Gross domestic product, constant prices Percent change 0.6054 0.4484 0.2824 0.1200
(diff_X1)
Gross national savings (lag4_Z1) Percent of GDP 34.6901 35.3761 35.7411 35.8737
Gross domestic product based on Percent -0.7402 -0.6223 -0.4900 -0.3355

purchasing-power-parity (PPP) share of
world total (lag3_Xx2)

The above quarterly macroeconomic forecasts are applied in the Bank’s ECL models to adjust Probability
of Default (PD) estimates for each quarter within the forecast horizon. For lifetime ECL calculations, these
quarterly forecasts are extended beyond 12 months using econometric models.

Net Realizable value and Haircuts

The Bank seeks to use collateral, where possible, to mitigate its risks on financial assets. The collateral
comes in various forms such as cash, gold, Government Securities, Letters of Credit/Guarantees, real
estate, receivables, inventories, other non-financial assets etc.,

While determining loss rate or recovery rate for the purpose of calculation of loss allowance, expected cash
flows from collateral realization have been considered based on latest reliable internal/external valuations.
Collateral values are excluded from the loss allowance calculation for loans that have defaulted and where
the collateral has not been realized within 5 years of default.

The Bank determines the Net Realizable value of collateral as the current fair value reduced by estimated

realization costs and the applicable haircut, in accordance with the Nepal Rastra Bank’s NFRS 9 — Expected
Credit Loss Related Guidelines, 2024.
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S.N. Collateral Details Realization Cost Haircut
1. Land & Building 5% 25%
2. Vehicle 0% 50%
3. Guarantees 0% 0%
4. Fixed Assets 5% 25%
5. Gold & Silver 5% 10%
6. Non-Governmental Securities 5% 10%
7. Others 0% 25%
8. Insurance Policy 5% 25%
9. Governmental Securities 2% 0%
10. Share Securities 5% 10%
11. Gold 10% 0%
12. Other Fixed Assets 5% 25%

The Bank has not recognized an ECL Provision for the following loans, as the collateral held is considered

sufficient to fully mitigate the credit risk.

S.N. Loan type Gross Carrying NRB ECL Reason for no ECL
Amount Provision Provision
1 LQan Agams? 346,200,589 3,453,565 ) Guarar'1teed by Fixed
Fixed Deposit Deposit
2. Investments 8,599,784,000 - . Government Backed
Securities

Quantitative Information

A. Impairment Charges

The following table shows the total impairment allowance of the Bank for the year ending.

Particulars FY 2081.82 F.Y. 2080.81
Loans and Advances to Customers and B/Fls 1,648,418,050 1,032,989,576
Loans to Staffs 1,397,656 2,119,466
Off- Balance sheet Items 841,828 199,123
Investments - -
Total 1,650,657,534 1,035,308,166

B. Impairment Charges as per Staging

The following table shows the total impairment allowance of the bank as per the staging.

Particulars

Expected Credit Loss (ECL)
For the year ending on 2082

Stage 1 Stage 2 Stage 3 Total
'(‘:izrt‘jn‘f‘efsd;izcgf;: 556,017,268 146,623,528 945,777,254  1,648,418,050
Loans to Staffs 1,397,656 - - -
Off Balance Sheet Items 841,828 - - -
Investment - - - -
Total 558,256,752 146,623,528 945,777,254 1,650,657,534
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C. Recognition of Impairment Charges on Loans and Advances

The Bank, following regulatory backstop as mentioned in Clause 16 of “NFRS 9- Expected Credit Loss
Related Guidelines, 2024” has recognized impairment on credit exposures as the higher of total ECL
calculated as per NFRS 9 and existing regulatory provisions as mentioned in Unified NRB Directives no 02.

Following is the details of impairment under both methods:

Particulars Amount in NPR
Total Impairment as per NRB Directive 2,160,839,019
Total Impairment as per ECL 1,650,657,534

The higher of two above, i.e., NPR 2,160,839,019 has been taken in account for impairment loss on loan
and advances for the reporting period.

In line with Clause 15 of ECL Guidelines, 2024 issued by NRB, as the ECL provision is less than existing
regulatory loan loss provisions, no transitional arrangement has been applied for capital adequacy
assessment.

D. Movement of Impairment during the year ending on 2082
The following table below shows the movement of the impairment during the year for staff loans
Amount in NPR

Gross Carrying Amount

Particulars (GCA) ECL
Opening Balance 1,236,139,522 2,119,466
New assets originated 102,622,893 132,260
Assets derecognized (148,201,290) (253,497)
Unwinding of Discount - 132,472
Change in Model - (733,045)
GCA Adjustment (105,788,514) -
Closing Balance 1,084,772,612 1,397,656

The following table below shows the movement of the impairment during the year for Off Balance Sheet
Items:
Amount in NPR

Gross Carrying Amount

Particulars (GCA) ECL
Opening Balance 1,236,139,522 2,119,466
New assets originated 102,622,893 132,260
Assets derecognized (148,201,290) (253,497)
Unwinding of Discount - 132,472
Change in Model - (733,045)
GCA Adjustment (105,788,514) -
Closing Balance 1,084,772,612 1,397,656
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Loans and Advances to B/Fls and Customers

Loans & Advances to B/Fls and Customers have been valued under amortized cost as allowed under NFRS
9. Separate Effective Interest Rate (EIR) has not been computed since all the relevant transactions costs
for computing EIR are ignored due to impracticability to determine the relevant costs as allowed by Carve

Out issued by ICAN. The details of loans and advances are as follows:

Particulars Amount in NPR
1. Performing Loan and Advances 44,105,883,079
11 Pass Loan 39,719,615,409
1.1.1 Pass Loan (other than Restructured/Rescheduled COVID) -
1.1.2 Pass Loan (Restructured/Rescheduled COVID Related) -
1.2 Watchlist 4,386,267,670
2. Non- Performing Loan and Advances 2,576,161,450
21 Restructured / Rescheduled -
2.2 Sub-standard 490,806,639
2.3 Doubtful 804,813,348
2.4 Loss 1,280,541,462
3. Total Loan and Advances 46,682,044,530

The reconciliation of loan and advances as per above and Statement of Financial Position is as follows:

Particulars

Amount in NPR

Loan and advances as per Statement of Financial Position
To B/Fls

To Customers

45,692,162,654
2,868,266,918
42,823,895,737

Less: Accrued interest receivables
Less: Staff loan

Add: Staff loan NFRS adjustment
Add: Impairment Charges

(357,585,036)
(1,128,313,942)
314,941,834
2,160,839,019

Total Loan and Advances (NRB)

46,682,044,530

The bank has considered the impairment on loans and advances as the higher of total impairment charge
calculated under ECL provision as per NFRS 9 and as per existing regulatory provisions as per NRB
Directive, in accordance to ECL Guidelines 2024 issued by NRB. Details of such impairment is as mentioned

below:
Amount in NPR
Particulars FY 2081.82 FY 2080.81
A. Loan Loss Provision as per NRB Directives 2,160,839,019 1,815,358,518
Good 360,624,809 449,571,170
Watchlist 207,462,690 258,252,408
Sub-standard 109,609,096 140,600,694
Doubtful 364,447,927 136,445,641
Loss 1,118,694,497 830,488,604
B. Impairment as per ECL Guidelines 1,650,657,534 1,083,198,384
C. Impairment charge (Higher of A or B) 2,160,839,019 1,815,358,518

Credit Sale / Purchase

As on Ashadh 32, 2082, the Bank has credit sale amounting NPR 1 billion under agriculture sector and
reciprocal credit purchase of equivalent amount under hydropower sector with Prime Commercial Bank Ltd.
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Refinance and Business Continuity Loan

As on Ashadh 32, 2082 As on Ashadh 31, 2081

Particulars No. of Amount No. of Amount
Customers (NPR in '000) Customers (NPR in '000)

Refinance - - - -
Business Continuity Loan - - - -

Subsidized Loan

As on Ashadh 32, 2082 As on Ashadh 31, 2081

Particulars No. of Amount No. of Amount
Customers (NPR in '000) Customers (NPR in '000)
Subsidized Loan 1,266 355,458 1,477 792,891

Loan write-off
During the FY 2081.82, following loans had been written off:

Loan write-off Loan write-off amount

S. No. Name of Borrower date (NPR)

1. ADEN BARTAULA 07/10/2024 199,981
2. ATI SASTO PVT LTD 16/07/2025 951,474
3. CHITWAN CEMENT PVT.LTD 16/07/2025 3,622,748
4. ENGINEERS NIRMAN SEWA PVT.LTD. 26/05/2025 6,782,193
5. KWALITY CAKE AND BAKERY UDHYOG 07/10/2024 389,215
6. MANBI JEWELLERS 30/06/2025 1,012,194
7. NAMRAJ DALLAKOTI 07/10/2024 244,108
8. PRADHUNNA SUPPLIERS 06/07/2025 1,702,419
9. PRAKASH RAMTEL 07/10/2024 254,345
10. ROSHAN PARIYAR 07/10/2024 163,320
11. SAKIRA FANCY STORES 07/10/2024 105,522
12. YAZAT FOOD NEPAL PVT. LTD. 16/07/2025 936,245

Total 16,363,763

7. Recovery of loan write-off

During the FY 2081.82, following loans which were written-off in past year was recovered:

Loan write-off

Loan write-off amount

S. No. Name of Borrower
date (NPR)
1. DIL BAHADUR MAHARA 20/07/2023 324,084
Total 324,084
8. Non- Banking Assets

Non-Banking Assets are the assets obtained as security for loans & advances and subsequently taken over
by the Bank in the course of loan recovery. Such assets are booked at fair market value or total amount due

from the borrower, whichever is lower.
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Amount in NPR

Particulars FY 2081.82 FY 2080.81
Opening Balance 288,161,842 124,315,928
Addition during the year 452,975,854 172,945,084
Disposal during the year 150,221,858 9,099,170
Conversion into banking asset during the year 62,816,000 -
Closing Balance 528,099,838 288,161,842

The Bank has converted one of its Non-Banking Assets into Banking assets amounting to Rs. 62,816,000

located at Birgunj which is being used as Cluster Office.

Following is the list of Non-Banking Assets of the Bank:

i

S. No. Name of Borrower NBA Booked Date NBA Amount
1. AASHA DEVI SHAH 16/07/2025 1,979,882
2. ACHIEVERS ACADEMY BUTWAL PVT.LTD 04/01/2022 114,049,496
3. AHMAD ALI 06/07/2025 1,658,433
4. AMRIT PANDEY 15/07/2025 13,122,278
5. ANOD KUMAR DEVKOTA 09/04/2025 58,512,520
6. ATI SASTO PVT LTD 25/04/2025 19,263,000
7. BASIR MIYA 16/07/2025 1,654,048
8. BIBISHA KIRANA PASAL 19/05/2025 1,347,559
9. CHAKRA BAHADUR GURUNG 27/05/2025 2,585,592
10. CHETANSHIL KHATRI 01/08/2023 4,959,012
11. CHITWAN CEMENT PVT.LTD 09/04/2025 4,671,480
12. DHORKHANI EKIKRIT KRISHI FARM TATHA 25/06/2025 20,881,981

RESORT P. LTD
13. DIPAK POULTRY SUPPLIERS AND MASU PASAL 27/05/2025 6,815,534
14. FIRST INVESTORS MANAGEMENT COMPANY 09/08/2023 45,180,817
15. ISHWORI BILASH NEUPANE 16/07/2025 8,354,290
16. KRISHNASAR TRADERS 09/08/2023 29,787,000
17. MILAN TAMANG 16/07/2025 688,408
18. OTO CARE PVT.LTD. 16/07/2025 34,384,644
19. PRADHUNNA SUPPLIERS 25/06/2025 12,147,072
20. PRANAYV DEVELOPERS PVT LTD 02/07/2025 7,205,665
21. R.R.P.&G. STEEL UDHYOG 09/08/2023 21,296,397
22. RAHUL GENERAL STORE 14/06/2022 2,114,389
23. RAJENDRA PRASAD UPDHAYAYA 11/07/2023 4,052,873
24. RAJENDRA TAMANG 16/07/2025 6,582,592
25. RAMESH KUMAR GHIMIRE 25/06/2025 2,077,928
26. RIBAL HARDWARE 16/07/2025 14,365,000
27. SAMASAD AALAM KHAN 16/07/2025 1,449,386
28. SAMIL BHAISI FIRM 16/07/2025 1,315,718
29. SAUGAT BIJAY MAHAT 25/06/2025 1,715,491
30. SHAHANAJ KHATUN 16/07/2025 1,361,297
31. SHYAM RAJA MAHAT 25/06/2025 2,880,917
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Name of Borrower NBA Booked Date NBA Amount

32. SIDDHABABA SUPPLIERS 29/08/2024 12,570,000

33. SUBHAS BIJAY MAHAT 25/06/2025 1,150,045

34. SURKHET VALLEY CEMENT BRICK & BLOCK 06/07/2025 22,127,644

35. TRIBHUWAN GANAPATI NAMO TEXTILE PVT 20/05/2025 42,611,450

36. YAZAT FOOD NEPAL PVT. LTD. 22/06/2025 1,180,000

Total 528,099,838

29 3ff aftie wftega 93



4.1

4.2

4.3

V8

(AT TG FFaTE @ qH THA I Hedqn)

Shangri-la Development Bank Limited
Notes forming part of the financial statement

Cash and Cash Equivalent

Amount in NPR

As at As at
16 July 2025 15 July 2024
Cash In Hand 578,936,607 562,346,490
Balances with B/Fls 1,875,706,103 2,266,845,733
Money at Call and Short Notice - -
Other - -
Total 2,454,642,710 2,829,192,223

The fair value of cash and cash equivalent is it's carrying value. Cash at vault is adequately insured for
physical and financial risks. The amount of cash at vault is maintained on the basis of the liquidity and
business requirements. Balance with BFls includes balance maintained at various banks and financial
institutions.

The foreign convertible currency held in hand and banks are subject to price fluctuation due to market
movement. Bank continuously monitors and manages the market risk involved in foreign currency; thus,
they are considered to be exposed to insignificant risks.

Due from Nepal Rastra Bank

Amount in NPR

As at As at
16 July 2025 15 July 2024
Statutory Balances with NRB 2,441,189,545 1,941,844,925
Securities purchased under resale agreement - -
Other deposit and receivable from NRB 56,738,589 93,194,419
Total 2,497,928,135 2,035,039,344

The fair value of balance with the Nepal Rastra Bank (NRB) is its carrying amount itself. Balance with the
NRB is principally maintained as a part of the regulatory cash reserve ratio required by the NRB. Other
deposit and receivable from NRB include receivable from NRB for interest subsidy.

Placement with Banks & Financial Institutions

Amount in NPR

As at As at
16 July 2025 15 July 2024

Placement with Domestic B/Fls - -
Placement with Foreign B/Fls - -
Less: Allowances for Impairment - -

Total - -

Placement with B/Fls includes the placements with domestic as well as foreign bank and financial
institutions with original maturities of more than three months from the acquisition date. Bank does not
have placement with bank and financial institutions as on reporting date.
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Derivative Financial Instruments

Amount in NPR

As at As at
16 July 2025 15 July 2024

Held for Trading - -
Interest Rate Swap - -
Currency Swap - -
Forward exchange Contract. - -
Others - -

Held for risk management - -
Interest Rate Swap - -
Currency Swap - -
Forward exchange Contract - -
Others - -

Total - -

The Bank does not have any foreign currency exposures as on reporting date.

Other Trading Assets

Amount in NPR

As at As at
16 July 2025 15 July 2024

Treasury bills

Government Bonds - -
NRB Bonds - -
Domestic Corporate bonds - -
Equity

Other - -
Total - -
Pledged - -
Non-Pledged - -

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

The Bank does not have any other trading assets as on reporting date.

Loan and Advances to B/Fls
Amount in NPR

As at As at
16 July 2025 15 July 2024
Loans to microfinance institutions 2,953,086,364 3,298,647,517
Other - -
Less: Allowances for impairment (84,819,446) (94,752,284)
2,868,266,918 3,203,895,233

Impairment allowance on loans and advances to B/Fls have been considered as per NRB Directive.
Accrued Interest Receivables related to loans and advances to B/Fls as on Ashadh end 2082 amounts
to NPR 456,092.
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Specific Allowance for Impairment
Amount in NPR

As at As at
16 July 2025 15 July 2024

Balance at beginning of the fiscal year 94,752,284 85,540,707
Impairment loss for the year:

Charge for the year (9,932,838) 9,211,578
Recoveries/reversal - -
Amount written off - -
Balance as on Ashad end 84,819,446 94,752,284

No individual loan and advances to B/Fls have terms and conditions that significantly affect the amount,
timing or certainty of consolidated cash flows of the Bank. Risks associated with these assets are regularly
assessed. These are interest bearing assets and income from these assets is credited to the Statement of
Profit or Loss under interest income.

Loan and Advances to Customers

Amount in NPR

As at As at
16 July 2025 15 July 2024

Loan and advances measured at amortized cost
Less: Impairment allowances

Individual impairment

Collective impairment

44,899,915,310 43,507,576,802

(1,536,899,732) (1,051,683,151)

(539,119,841) (668,923,082)

Net amount 42,823,895,737 41,786,970,569

Loan and advances measured at FVTPL - -

Total 42,823,895,737 41,786,970,569

Above impairment is higher of impairment as per NRB Directive No.2 and NFRS 9- ECL Model.

Analysis of Loans and Advances- By Product
Amount in NPR

Product

Term loans

Overdraft

Trust receipt/Import loans
Demand and other working capital loans
Personal residential loans
Real estate loans

Margin lending loans

Hire purchase loans
Deprived sector loans
Bills purchased

Staff loans

Other

Sub total

Interest receivable

Grand total

As at

16 July 2025

As at
15 July 2024

19,119,055,190
6,115,759,892
555,328,190
7,285,841,274
3,163,127,357
1,519,936,096
1,649,803,165
3,795,837,889

18,694,921,715
6,852,752,442
991,160,143
7,236,001,628
2,667,332,996
1,150,297,907
2,253,267,799
1,661,095,306

813,372,108 957,901,723
524,725,205 663,864,860
44,542,786,366 43,128,596,520
357,128,944 378,980,282

44,899,915,310

43,507,576,802
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4.7.3

Analysis of Loans and Advances- By Currency

Nepalese rupee
Indian rupee
uUsD

GBP

Euro

JPY

Chinese Yuan
Other

Total

Analysis of Loan and Advances- By Collateral

Secured

Movable / Immovable assets

Gold and silver

Guarantee of domestic B/Fis
Government Guarantee

Guarantee of international rated bank
Export document

Fixed Deposit receipts

Government securities / bonds Counter guarantee
Counter guarantee

Personal guarantee

Other

Subtotal

Unsecured

Grand Total
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As at
16 July 2025

Amount in NPR

As at
15 July 2024

44,899,915,310

43,507,576,802

44,899,915,310

43,507,576,802

As at
16 July 2025

Amount in NPR

As at
15 July 2024

40,759,142,351
177,382,302

345,773,058

1,127,478,964
2,490,138,635

40,132,840,987
174,987,604

487,141,653

1,479,026,195
1,233,580,363

44,899,915,310

43,507,576,802

44,899,915,310

43,507,576,802

1)
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Allowances for Impairment

Amount in NPR

As at As at
16 July 2025 15 July 2024

Specific allowances for impairment

Balance at Shrawan 2081 1,051,683,151 829,868,147

Impairment loss for the year: - -
Charge for the year - -
Recoveries/reversal during the year 485,216,581 221,815,004

Write-offs - -

Exchange rate variance on foreign currency - -

Other movement

Balance at Ashad end 1,536,899,732 1,051,683,151

Collective allowances for impairment

Balance at Shrawan 2081 668,923,082 542,939,219
Impairment loss for the year:

Charge/(reversal) for the year (129,803,241) 125,983,864
Exchange rate variance on foreign currency -
Other movement

Balance at Ashad end 539,119,841 668,923,082

Total allowances for impairment 2,076,019,573 1,720,606,233

Investment Securities

Amount in NPR

As at As at
16 July 2025 15 July 2024
Investment securities measured at amortized cost 9,943,095,785 9,773,390,931
Investment in equity measure at FVTOCI 1,036,394,539 842,874,922
Total 10,979,490,324 10,616,265,854

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

The bank has made an agreement with Nabil Investment for Portfolio Management Service (PMS) with the
amount of NPR 10,000,000 on 2079.02.20 for 5 years and has been categorized into Investment in Equity
and Account Receivable of NPR 9,008,911.76 and NPR 991,088.24 respectively as on reporting date.

Investment Securities measured at Amortized Cost

Amount in NPR

As at As at
16 July 2025 15 July 2024
Debt securities - -
Government bonds 8,742,997,156 7,873,250,114
Government treasury bills 1) 49,836,707
Nepal Rastra Bank bonds - -
Nepal Rastra Bank deposits instruments 1,200,000,000 1,850,000,000
Other 98,630 304,110
Less: specific allowances for impairment - -
Total 9,943,095,785 9,773,390,931
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4.8.2 Investment Securities measured through Other Comprehensive Income
Amount in NPR
As at As at
16 July 2025 15 July 2024
Equity instruments
Quoted equity securities 983,220,939 803,080,722
Unquoted equity securities 53,173,600 39,794,200
Total 1,036,394,539 842,874,922
4.8.3 Investment Securities measured through Profit or Loss

Amount in NPR

As at As at
16 July 2025 15 July 2024
Equity instruments
Quoted equity securities - -
Unquoted equity securities - -
Total - -
4.8.4 Information relating to Investment in Equity
Amount in NPR
As at
Particulars 16 July 2025 15 July 2024
Cost Price Fair Value Cost Price Fair Value
Investment in Quoted Equity Securities
Investment in Mutual Fund
Citizens Super 30 Mutual Fund 5,000,000 5,040,000 5,000,000 5,000,000
500,000 units of Rs. 10 each
Garima Samridhhi Yojana 20,000,000 19,900,000 - -
2,000,000 units of Rs. 10 each
Global IME Balanced Fund-1 - - 10,000,000 9,100,000
0 units of Rs. 10 each
Kumari Dhanabriddhi Yojana 50,000,000 50,250,000 50,000,000 48,350,000
5,000,000 units of Rs. 10 each
Kumari Equity Fund 10,000,000 9,950,000 10,000,000 9,660,000
1,000,000 units of Rs. 10 each
Kumari Sabal Yojana 500,000 500,000 500,000 500,000
5,0000 units of Rs. 10 each
MBL Equity Fund 5,000,000 4,965,000 - -
5,00,000 units of Rs. 10 each
Mega Mutual Fund -1 4,363,400 4,180,137 4,363,400 3,368,545
436,340 units of Rs. 10 each
Muktinath Mutual Fund 1 20,000,000 19,800,000 - -
2,000,000 units of Rs. 10 each
Nabil Balanced Fund-3 166,800 166,633 166,800 130,104
16,680 units of Rs. 10 each
20 3ff anfie witrarger or
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Particulars

NIBL Growth Fund

1,000,000 units of Rs. 10 each
NIBL Samriddhi Fund 2
3,672,123 units of Rs. 10 each
NIBL Stable Fund

5,0000 units of Rs. 10 each
NIC Asia Flexi Cap Fund
3,000,000 units of Rs. 10 each
NIC Asia Select Fund 30
500,000 units of Rs. 10 each
NMB Hybrid Fund Il
2,000,000 units of Rs. 10 each
NMB Sulav Investment Fund - 2
0 units of Rs. 10 each

Prabhu Select Fund

0 units of Rs. 10 each

Prabhu Smart Fund

0 units of Rs. 10 each

RBB Mutual Fund 1

500,000 units of Rs. 10 each
RBB Mutual Fund 2

800,000 units of Rs. 10 each
Sanima Large Cap Fund
1,000,000 units of Rs. 10 each

Siddhartha Investment Growth Scheme 3

1,000,000 units of Rs. 10 each
Sunrise Bluechip Fund
4,605,026 units of Rs. 10 each
Sunrise Focused Equity Fund
3,000,000 units of Rs. 10 each
Sub-total

Investment in Public Share

Api Power Company Ltd.

20,000 equity shares of Rs.100 each

Arun Kabeli Power Ltd.
0 equity shares of Rs. 100 each

Arun Valley Hydropower Development Company

Ltd

3,129 equity shares of Rs. 100 each

Bottlers Nepal (Terai) Limited
60 equity shares of Rs. 100 each

CEDB Hydropower Development Co. Ltd.
1,848 equity shares of Rs. 100 each

[4Y

16 July 2025 15 July 2024

Cost Price Fair Value Cost Price Fair Value
10,000,000 9,860,000 10,000,000 10,640,000
36,721,230 32,424,846 36,721,230 30,295,015
500,000 494,500 500,000 500,000
30,000,000 30,450,000 30,000,000 27,750,000
5,000,000 4,645,000 5,000,000 4,800,000
20,000,00(; 18,120,00(; - -
- - 50,000,000 50,300,000
- - 14,681,000 14,372,699
- - 10,000,000 9,610,000
5,000,000 4,980,000 5,000,000 4,080,000
8,000,000 8,064,000 8,000,000 7,600,000
10,000,000 10,230,000 10,000,000 9,290,000
10,000,000 10,440,000 10,000,000 9,450,000
46,050,260 46,050,260 46,050,260 38,083,565
30,000,000 30,120,000 30,000,000 24,720,000
326,301,690 320,630,376 345,982,690 317,599,928
5,898,439 5,918,400 - -
- - 66,000 141,340
639,130 912,698 920,326 768,528
838,265 768,000 838,265 780,000
1,099,231 4,882,398 1,099,231 1,738,500
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As at As at
Particulars 16 July 2025 15 July 2024
Cost Price Fair Value Cost Price Fair Value

Chilime Hydropower Co. Ltd. 4,677,649 5,346,769 4,335,693 4,650,000
10,023 equity shares of Rs. 100 each
Citizen Investment Trust 12,234,096 12,445,060 3,437,121 3,207,305
6,299 equity shares of Rs. 100 each
Himalayan Distillery Limited 34,301,775 34,589,733 874,319 608,960
27,973 equity shares of Rs. 100 each
Himalayan Everest Insurance Ltd. 12,553,742 12,758,652 8,727,445 9,480,000
20,700 equity shares of Rs. 100 each
Himalayan Life Insurance Limited 18,379,314 17,580,231 6,892,450 6,629,405
43,183 equity shares of Rs. 100 each
Kalika Power Company Ltd. 4,350,201 5,425,657 5,951,611 6,975,000
9,999 equity shares of Rs. 100 each
Life Insurance Co. Nepal Ltd. 45,871,326 50,467,359 57,443,631 55,219,200
56,754 equity shares of Rs. 100 each
Mountain Energy Nepal Limited 881,756 845,009 881,756 686,550
1,322 equity shares of Rs. 100 each
National Life Insurance Co. Ltd. 12,211,557 13,168,762 8,080,253 8,925,000
21,118 equity shares of Rs. 100 each
Neco Insurance Co. Ltd. 6,738,524 5,811,455 6,813,219 5,788,464
8,181 equity shares of Rs. 100 each
Nepal Doorsanchar Company Limited 5,915,098 5,943,504 617,383 591,500
6,775 equity shares of Rs. 100 each
Nepal Life Insurance Co. Ltd. 60,677,479 45,062,605 26,164,973 8,467,920
58,298 equity shares of Rs. 100 each
Nerude Mirmire Laghubitta Bittiya Sanstha Limited 11,928,280 8,026,011 11,928,280 8,253,492
11,460 equity shares of Rs. 100 each
Ngadi Group Power Ltd. - - 7,400 30,008
0 equity shares of Rs. 100 each
Nirdhan Utthan Laghubitta Bittiya Sanstha Limited 14,059,533 8,992,370 14,059,533 8,327,806
11,698 equity shares of Rs. 100 each
Radhi Bidhyut Company Ltd. 1,569,491 4,546,257 2,304,950 2,682,000
5,611 equity shares of Rs. 100 each
Rastriya Beema Company Limited 401,715 453,300 401,715 404,700
30, equity shares of Rs. 100 each
Ridi Power Company Limited B ) 6,500 16,383
0 equity shares of Rs. 100 each
Sahas Urja Limited 704,992 967,740 704,992 726,600
1,512 equity shares of Rs. 100 each
Sanima GIC Insurance Limited 14,429,185 15,246,700 - -
24,995 equity shares of Rs. 100 each
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Particulars

Shivam Cements Limited

46,867 equity shares of Rs. 100 each
Sanima Mai Hydropower Ltd.

15,000 equity shares of Rs. 100 each
Siddhartha Premier Insurance Limited
43,716 equity shares of Rs. 100 each
Soaltee Hotel Limited

35,209 equity shares of Rs. 100 each

Surya Jyoti Life Insurance Company Limited
64,508 equity shares of Rs. 100 each
Swabalamban Laghubitta Bittiya Sanstha Limited

10,206 equity shares of Rs. 100 each

Sub-total
Investment in Promoter Share

Prabhu Mahalaxmi Life Insurance Limited
2,318,614 equity shares of Rs. 100 each

Sampada Laghubitta Bittiya Sanstha Ltd.
351,050 equity shares of Rs. 100 each
Sanima GIC Insurance Limited

234,963 equity shares of Rs. 100 each
Sub-total

Total Investment in Quoted Equity Securities

Investment in Unquoted Equity Securities
Investment in Mutual Fund

Kumari Sunaulo Lagani Yojana
0 units of Rs. 10 each
Sub-total

Investment in Promoter Share

Nepal Clearing House Ltd.

73,869 equity shares of Rs. 100 each
Nepal Electronic Payment System Ltd.
10,000 equity shares of Rs. 100 each
Smart Choice Technologies Ltd.
266,667 equity shares of Rs. 100 each
Sub-total

Total Investment in Unquoted Equity Securities

Total Investment in Equity

(2

As at
16 July 2025 15 July 2024

Cost Price Fair Value Cost Price Fair Value
24,337,913 25,075,720 513,597 401,338
5,332,811 9,403,650 14,830,394 15,277,500
36,338,167 36,736,741 19,200,277 20,421,765
16,685,783 20,336,014 5,339,220 6,630,000
36,480,912 28,815,079 31,661,158 23,580,875
10,584,854 8,995,977 10,584,854 8,397,020
400,782,998 390,247,963 245,598,150 211,057,520
177,750,000 231,861,300 177,750,000 195,169,500
20,000,000 35,105,000 20,000,000 57,396,675
21,857,100 23,496,300 21,857,100 21,857,100
219,607,100 290,462,600 219,607,100 274,423,275
946,691,788 1,001,340,939 811,187,940 803,080,722
- - 5,000,000 5,920,000
- - 5,000,000 5,920,000
925,000 7,386,900 925,000 6,207,500
1,000,000 1,000,000 1,000,000 1,000,000
26,666,700 26,666,700 26,666,700 26,666,700
28,591,700 35,053,600 28,591,700 33,874,200
28,591,700 35,053,600 33,591,700 39,794,200
975,283,488 1,036,394,539 844,779,640 842,874,922
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4.10.1

4.10.2

Current Tax Assets

Current income tax assets

Current tax of prior periods

Total Current Tax Assets

Current income tax liabilities

Current tax of prior periods

Total Current Tax Liabilities

Total (Current Assets - Current Liabilities)

(AT TG FhaTE @ TR TS I AT

Amount in NPR

As at As at
16 July 2025 15 July 2024
221,075,280 205,739,566
221 ,075,28(; 205,739,56(;
277,291,476 220,046,136
277,291,476- 220,046,136-

(56,216,196)

(14,306,571)

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

Tax Act 2058.

Investment in subsidiaries

Investment in quoted subsidiaries

Investment in unquoted subsidiaries

Total Investment
Less: Impairment
Net Carrying Amount

Amount in NPR

The Bank does not have any subsidiary as on reporting date.

Investment in Quoted Subsidiaries

Investment in Unquoted Subsidiaries

As at As at
16 July 2025 15 July 2024
Amount in NPR
As at As at
16 July 2025 15 July 2024
Cost Fair Value Cost Fair Value
Amount in NPR
As at As at
16 July 2025 15 July 2024
Cost Fair Value Cost Fair Value
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Information relating to subsidiaries of the bank

Amount in NPR
Percentage of Ownership by Bank

As at As at
16 July 2025 15 July 2024
........................................... Ltd.
........................................... Ltd.
Total - - - -
Non-Controlling Interest of the subsidiaries
Amount in NPR
As at
16 July 2025
Equity interest held by NCI (%)
Profit/(loss) allocated during the year
Accumulated balance of NCI as on Ashad end
Dividend paid to NCI
As at
15 July 2024
Equity interest held by NCI (%)
Profit/(loss) allocated during the year
Accumulated balance of NCI as on Ashad end
Dividend paid to NCI
Investment in Associates
Amount in NPR
As at As at
16 July 2025 15 July 2024
Cost Fair Value Cost Fair Value

Investment in quoted associates
Investment in unquoted associates

Total Investment

Less Impairment

Net Carrying amount

The Bank does not have any associates as on the reporting date.

Investment in quoted associates

Amount in NPR

As at As at
16 July 2025 15 July 2024
Cost Fair Value Cost Fair Value
........................................... Ltd.
............ shares of Rs. .......each - - - -
........................................... Ltd.
............ shares of Rs. .......each - - - -
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4.11.2 Investment in unquoted associates
Amount in NPR
As at As at
16 July 2025 15 July 2024
Cost Fair Value Fair Value

........................................... Ltd. - -

4.11.3 Information relating to associates of the bank

Percentage of Ownership by Bank

As at As at

16 July 2025 15 July 2024
........................................... Ltd.
Total

4.11.4 Equity value of associates
As at As at
16 July 15 July
2025 2024
........................................... Ltd. -
Total
412 Investment Properties
Amount in NPR
As at As at
16 July 2025 15 July 2024

Investment properties measured at fair value
Balance as on Shrawan 1 - -
Addition/disposal during the year - -
Net changes in fair value during the year - -
Adjustment/transfer - -
Net amount - -
Investment properties measured at cost
Balance as on Shrawan 1 288,161,842 124,315,928
Addition/disposal during the year 239,937,996 163,845,913
Net changes in fair value during the year - -
Adjustment/transfer - -
Net amount 528,099,838 288,161,842
Total 528,099,838 288,161,842
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4.15 Deferred Tax

Deferred Tax Assets/Liabilities

Deferred tax assets
Deferred tax liabilities
Net Amount

Particulars

Deferred tax on temporary differences on following items
Loan and advance to B/Fls

Loan and advance to customers

Investment Properties

Investment Securities

Right on Use of Assets (NFRS 16)

Property & Equipment

Leave Liability

Lease Liabilities under NFRS 16

Provision

Debenture Issue Expenses

Other temporary differences

Deferred tax on temporary differences

Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate

Net Deferred tax asset/liabilities as on Ashadh End 2082
Recognized in profit or loss

Recognized in other comprehensive income

Recognized in directly in equity

Deferred tax (asset)/liabilities as on Ashadh End 2081
Origination/(Reversal) during the year

Deferred tax expense/(income) recognized in profit or loss

Deferred tax expense/(income) recognized in other comprehensive

income

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

(44

Amount in NPR

As at As at
16 July 2025 15 July 2024
170,405,237 149,804,431
116,424,323 89,256,254
53,980,914 60,548,177

Current Year

Deferred Tax Deferred Tax Net Deferred Tax
Assets Liabilities Assets/(Liabilities)
- 18,333,315 (18,333,315)
98,091,007 (98,091,007)
11,008,347 - 11,008,347
32,425,036 - 32,425,036
126,616,553 - 126,616,553
355,301 - 355,301
170,405,237 116,424,323 53,980,914
53,980,914
72,314,229

(18,333,315)

60,548,177
(6,567,263)
19,726,055

(26,293,317)
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Particulars

Deferred tax on temporary differences on following items

Loan and advance to B/Fls

Loan and advance to customers

Investment Properties

Investment Securities

Right on Use of Assets (NFRS 16)

Property & Equipment

Leave Liability

Lease Liabilities under NFRS 16

Provision

Debenture Issue Expenses

Other temporary differences

Deferred tax on temporary differences

Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate

Net Deferred tax asset/liabilities as on Ashad End 2081
Recognized in profit or loss

Recognized in other comprehensive income
Recognized in directly in equity

Deferred tax (asset)/liabilities as on Ashad End 2080
Origination/(Reversal) during the year

Deferred tax expense/(income) recognized in profit or loss

Deferred tax expense/(income) recognized in other comprehensive

income

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

4.16 Other Assets

Assets held for sale
Other non-banking assets
Bills receivable
Accounts receivable
Accrued Income
Prepayments and Deposit
NCHL Security Guarantee
Income Tax Deposit
Deferred Employee expenditure
Other

Stationery

Commission receivables

Deposit

Gold and Silver Coin
Total

(AT TG FhaTE @ TR T I )

Previous Year

Deferred Tax Deferred Tax Net Deferred Tax
Assets Liabilities Assets/(Liabilities)
- 571,419 (571,419)
88,684,836 (88,684,836)
6,375,933 6,375,933
31,451,601 - 31,451,601
111,722,582 - 111,722,582
254,316 - 254,316
149,804,431 89,256,254 60,548,177
60,548,177
61,119,596
(571,419)
46,418,694
14,129,483
24,252,539

(10,123,055)

Amount in NPR

As at As at
16 July 2025 15 July 2024

230,838,134 429,665,055
4,627,582 4,007,598
15,000,000 10,000,000
314,941,834 233,514,688
9,861,888 24,260,584
7,987,949 9,655,083
(1) -
1,450,849 14,219,274
423,092 386,227
575,269,438 701,447,925

Accounts receivable includes bank balance available with PMS NPR 991,088 which has been received after

reporting date.

29 3 arfticr ufqaea

(44



Bo

Jifdic Soiciudioc b fot.

(AT TG FFaTE @ qTH THAA A HEdqT)

Due to Bank and Financial Institutions
Amount in NPR

As at As at
16 July 2025 15 July 2024

Money Market Deposit - -
Interbank Borrowing - -
Other deposits from B/Fls 1,530,882,450 1,561,069,493
Settlement and clearing accounts - -
Other deposits from B/Fls - -

Total 1,530,882,450 1,561,069,493

The balances in accounts maintained with the Bank by other local financial institution have been presented
under this head. Interbank borrowing, interbank deposit, balances on settlement and clearing accounts as
well as other amount due to bank and financial institution is presented under due to bank and financial
institutions.

Due to Nepal Rastra Bank
Amount in NPR

As at As at
16 July 2025 15 July 2024

Refinance from NRB - -
Standing Liquidity Facility - -
Lender of last resort facility from NRB - -
Sale and repurchase agreement - -
Other due to Nepal Rastra Bank - -

Total - -

The amount payable to NRB shall include amount of refinance facilities, standing liquidity facility, sale and
repurchase agreements, deposit from NRB etc.

Derivative financial instruments

Amount in NPR

As at As at
16 July 2025 15 July 2024

Held for Trading

Interest Rate Swap - -
Currency Swap - -
Forward exchange Contract. - -
Others - -
Held for Risk Management - -
Interest Rate Swap - -
Currency Swap - -
Forward exchange Contract - -
Others - -

Total - -

The Bank does not have any derivative financial instruments as on reporting date.
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4.20

4.20.1

4.21

Deposit from Customers

Corporate Customers
Term Deposit

Call Deposit

Current Deposit

Other

Retail Deposit
Term Deposit
Saving Deposit
Current Deposit
Other

Total

Deposit from Customer- Currency

Nepalese rupee
Indian rupee
United State dollar
Great Britain pound
Euro

Japanese yen
Chinese yuan
Other

Total

As at

16 July 2025

(AT TG FhaTE @ TR T I )

Amount in NPR
As at

15 July 2024

9,049,801,155
3,356,797,808
603,094,943
13,441,001

9,049,801,155
3,356,797,808
603,094,943
13,441,001

13,023,134,907

13,023,134,907

26,493,847,562
14,296,727,708
203,295,074
651,489,141

26,493,847,562
14,296,727,708
203,295,074
11,099,107

41,645,359,484

41,004,969,450

54,668,494,391

54,028,104,358

As at

16 July 2025

Amount in NPR
As at

15 July 2024

54,668,494,391

54,028,104,358

54,668,494,391

54,028,104,358

Currency-wise deposit include Nepalese Rupee deposits only.

Borrowing

Domestic Borrowing
Nepal Government
Other Institution
Other

Sub-total

Foreign Borrowing
Foreign B/Fls

Multilateral Development Banks

Other Institutions
Sub-total
Total

The Bank does not have any borrowing as on reporting date.

29 3ff arftier ufqaea
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4.22.1

4.23
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Provisions

Provisions for redundancy
Provision for restructuring

Pending legal issues and tax litigation

Onerous contracts
Other
Total

Movement in provision

Balance at Shrawan 1

Provisions made during the year
Provisions used during the year
Provisions reversed during the year
Unwind of discount

Balance at Ashad end

Other Liabilities

Liability for employees defined contribution

obligations
Liability for long-service leave
Short-term employee benefits
Bills Payable
Creditors and accruals
Interest payable on deposit
Interest payable on borrowing
Liabilities on deferred grant income
Unpaid Dividend
Lease Liabilities under NFRS 16
Employee bonus payable
Other
Audit Fee Payable
TDS payable
Central Fund
Emergency Fund
Interest Payable on Debenture
Other
Total

Amount in NPR

As at As at
16 July 2025 15 July 2024
Amount in NPR
As at As at
16 July 2025 15 July 2024
Amount in NPR
As at As at
16 July 2025 15 July 2024
108,083,453 104,838,669
4,687,427 13,887,698
96,531,045 68,223,456
82,948,586 146,752,103
210,364 210,364
422,055,176 372,408,607
96,026,353 77,786,006
90,465,049 93,983,292
1,892,800 1,112,950
33,752,207 35,174,034
2,415,711 2,415,711
6,113,647 6,113,647
35,514,299 35,126,072
10,776,384 14,040,878
901,007,453 878,090,195

Liabilities relating to employees benefits like gratuity and pension fund, liabilities for long-service leave, short-
term employee benefits etc., creditors and accruals, unpaid dividend etc. are presented under this account
head of other liabilities. Long service leave consists of sick leave and annual leave. Actuarial breakup for

defined benefit obligations have been disclosed in disclosure in sub-annex 4.23.
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4.23.1A Defined Benefit Obligations Amount in NPR
The amounts recognized in the statement of financial position are as follows:

As at As at
16 July 2025 15 July 2024
Present value of unfunded obligations - -
Present value of funded obligations - -
Total present value of obligations - -
Fair value of plan assets - -
Present value of net obligations - -
4.23.2A Plan Assets
As at As at
16 July 2025 15 July 2024

Equity Shares - -
Government Bonds - -
Bank Deposit - -
Other - -
Total - -

4.23.3 A Movement in Present Value of Defined Benefits Obligation

As at As at
16 July 2025 15 July 2024
Fair Value of Obligation at beginning of the year
Actuarial (gain)/loss
Benefits paid by the plan
Current Service Cost and Interest
Defined benefits obligation at year end - -
4.23.4 A Movement in Present Value of Plan Assets
As at As at
16 July 2025 15 July 2024
Defined benefit obligations at Shrawan 1 - -
Actuarial losses
Benefits paid by the plan - -
Current service costs; Past Service Cost and ) )
interest
Defined benefit obligations at Ashad end - -
4.23.5 A Expenses recognized in Income Statement
As at As at
16 July 2025 15 July 2024

Current service cost - -
Past service costs-(non-vested) - -
Past service costs (Vested) - -
Interest cost - -
Expected Return on Plan Assets -

Total - -

29 3 arfticr ufqaea b3



4.23.6 A

4.23.7A

4.231B

4.23.2B

4.23.3B

B3

(AT (G FFaTE @ AR THAA A )

Expenses recognized in Other Comprehensive Income

Actuarial (gain)/loss
Total

Actuarial Assumptions

Discount rate

Expected return on plan asset

Future salary increases
Expected return on Plan Assets

Liability for long-service leave

Amount recognized in Statement of Financial Position:

Present value of unfunded defined benéefit
obligation
Present value of funded defined benefit obligation

Total present value of obligations
Fair value of plan assets
Present value of net obligation

Recognized liability for defined benefit
obligations

Plan Assets
Plan assets comprise

Equity Shares
Government Bonds
Bank Deposit
Other

Total

Movement in the Present Value of Defined Benefit Obligations

Defined benefit obligations at Shrawan 1
Actuarial losses/(gain)

Benefits paid by the plan
Current service costs; Past Service Cost and
interest

Defined benefit obligations at Ashad end

As at As at
16 July 2025 15 July 2024
As at As at
16 July 2025 15 July 2024
As at As at
16 July 2025 15 July 2024
108,083,453 104,838,669
108,083,453 104,838,669
108,083,453 104,838,669
108,083,453 104,838,669
As at As at
16 July 2025 15 July 2024
As at As at
16 July 2025 15 July 2024
104,838,669 86,162,272
(7,297,146) 4,246,478
(13,848,672) (11,805,123)
24,390,602 26,235,042
108,083,453 104,838,669

29 3 aifticr wfqage



4.234B

4.23.5B

4.23.6 B

4.23.7B

4.24

Movement in the Fair Value of Plan Assets

Fair value of plan assets at Shrawan 1
Contributions paid into the plan

Benefits paid during the year

Interest Income

Expected return on plan assets

Fair value of plan assets at Ashad end

Expenses recognized in Income Statement

Current service cost

Past service costs-(non-vested)

Past service costs (Vested)
Actuarial (gain)/loss

Interest cost
Expected Return on Plan Assets
Total

(AT TG FhaTE @ TR T I AT

Expenses recognized in Other Comprehensive Income

Actuarial (gain)/loss
Total

Actuarial Assumptions

Discount rate

Expected return on plan asset
Future salary increases
Withdrawal rate

Debt securities issued

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

Debt securities issued at amortized cost
Total

As at As at
16 July 2025 15 July 2024
As at As at
16 July 2025 15 July 2024
15,578,312 18,209,071
(7,297,146) 4,246,478
8,812,290 8,025,971
17,093,456 30,481,520
As at As at
16 July 2025 15 July 2024
As at As at
16 July 2025 15 July 2024
7% 9%
5% 8%
12% 5%
Amount in NPR
As at As at
16 July 2025 15 July 2024
747,212,038 746,875,419
747,212,038 746,875,419

The Bank has issued 9% SADBL Debenture 2088 of NPR 750,000,000 (750,000 units @ NPR 1,000)
during the period. Interest rate of 9% per annum is paid semi-annually and it is listed in Nepal Stock
Exchange. Debt securities are initially measured at the fair value less incremental direct cost and
subsequently at their amortized cost using effective interest method except where the bank designates

liabilities at fair value through profit or loss.

29 ff arfticr ufqaea
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4.26

4.26.1

B&

4.26.2
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Subordinate Liabilities

Redeemable preference shares
Irredeemable cumulative preference shares
(liabilities component)

Other

Total

Amount in NPR

The Bank does not have any kind of subordinated liabilities as on reporting date.

Share Capital

Ordinary Shares

Convertible Preference Shares

As at As at
16 July 2025 15 July 2024
Amount in NPR
As at As at
16 July 2025 15 July 2024

3,556,255,720

Irredeemable Preference Shares (equity component only) -

Perpetual debt (equity component only)

Total

Ordinary Shares

Authorized capital

50,000,000 Ordinary Shares of Rs 100 each
Issued capital

35,562,557 Ordinary Shares of Rs 100 each
Paid up capital

35,562,557 Ordinary Shares of Rs 100 each
Total

Ordinary Share Ownership

Domestic Ownership
Nepal Government

"A" Class licensed institution
Other licensed institutions
General Public

Promoter

Others

Foreign Ownership
Total

3,430,971,303

3,556,255,720

3,430,971,303

As at
16 July 2025

Amount in NPR

As at
15 July 2024

5,000,000,000

3,556,255,720

3,556,255,720

5,000,000,000

3,430,971,303

3,430,971,303

3,556,255,720

3,430,971,303

As at
16 July 2025

Amount in NPR
As at
15 July 2024

49% 1,742,567,218 1,681,177,786
51% 1,813,688,502 1,749,793,516
100% 3,556,255,720 3,430,971,303

29 3 aifticr wfqager



(AT TG FhaTE @’ TR T I )

4.26.2 A List of shareholders holding 0.5% or more of total shares of the bank
As at 16 July 2025
S. No Name Pg%r::}tser g:::;z Total Shares Percentage
1 BISWASH GAUCHAN 517,050.67 169,076.11 686,126.78 1.93%
2 ANJITA SHRESTHA 440,857.98 122,262.20 563,120.18 1.58%
3 UJJWAL SATYAL 411,866.86 127,752.63 539,619.49 1.52%
4 KESHAV BOHARA 482,578.88 8,162.41 490,741.29 1.38%
5 DR RABINDRA PRASAD SHRESTHA 340,472.57 57,274.45 397,747.02 1.12%
6 SHOVA MISHRA 290,784.68 103,469.56 394,254 .24 1.11%
7 KALPANA PRASAI 271,845.29 91,462.28 363,307.57 1.02%
8 JYOTI SHERCHAN GAUCHAN 247,798.61 78,954.55 326,753.16 0.92%
9 MADHAB PRASAD MAINALI 220,761.02 83,233.16 303,994.18 0.85%
10 RAMESH KUMAR KANDU 246,139.94 56,378.28 302,518.23 0.85%
11 RAJESH KUMAR SHRESTHA 287,286.00 0.17 287,286.17 0.81%
12 RAJENDRA PRASAD PAUDEL 253,461.19 3,251.83 256,713.02 0.72%
13 KESHAB PRASAD PRASAIN 210,963.11 33,912.61 244,875.72 0.69%
14 AMBI RATNA SHAKYA - 240,535.42 240,535.42 0.68%
15 SHREERAMAN KHANAL 175,811.81 29,265.92 205,077.74 0.58%
16 SIKANDAR GAUCHAN 101,074.24 103,104.53 204,178.78 0.57%
17 BADRI LAL MALLA 152,769.83 49,226.57 201,996.40 0.57%
18 SHAKUNTALA PRASAIN 142,726.40 56,750.88 199,477.29 0.56%
19 PRADIP DHAKAL 142,513.00 42,639.51 185,152.51 0.52%
20 MANOKAMANA CAPITAL INVESTMENT PVT. LTD. - 183,144.96 183,144.96 0.51%
21 MANOKAMANA MODERN ENGINEERING PVT. LTD. - 180,339.00 180,339.00 0.51%
22 PREM BAHADUR THAPA 150,165.97 26,270.12 176,436.09 0.50%
4.27 Reserves
Amount in NPR
As at As at
16 July 2025 15 July 2024
Statutory General Reserve 896,787,525 772,005,167
Exchange Equalization Reserve 1,072,088 954,538
Corporate Social Responsibility Reserve 12,412,219 9,461,635
Capital Redemption Reserve - -
Regulatory Reserve 535,643,741 533,295,155
Investment Adjustment Reserve - -
Capital Reserve - -
Assets Revaluation Reserve - -
Fair Value Reserve 42,777,736 (1,333,302)
Dividend Equalization Reserve - -
Debenture Redemption Reserve 214,285,714 107,142,857

Actuarial Gain
Special Reserve
Staff Training Reserve

Total

29 3 arfticr ufqaea
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General Reserve

General reserve has been maintained as per the regulatory requirements of the Bank and Financial Institutions Act,
2073. The regulatory requirement is to set aside 20% of net profit until the reserve is twice the paid-up capital and
thereafter minimum 10% of the net profit. This reserve is not available for distribution to shareholder in any form and
requires specific approval of NRB for any transfer from this heading.

Particulars As at As at
16 July 2025 15 July 2024
Opening Balance of General Reserve 772,005,167 664,731,481
20% of Net Profit allocated 124,782,359 107,273,685
Closing Balance of General Reserve 896,787,525 772,005,167

Exchange Equalization Reserve

Exchange equalization reserve has been maintained as per the regulatory requirements of Bank and Financial
Institutions Act, 2073. There is a regulatory requirement to set aside 25% of the foreign exchange revaluation gain
on the translation of foreign currency to the reporting currency. This year's 25% of total revaluation gain (except gain
from revaluation of Indian Currency) has been transferred into this heading.

Particulars As at As at
16 July 2025 15 July 2024
Opening Balance of Exchange Equalization Reserve 954,538 826,715
25% Allocation 117,549 127,824
Closing Balance of Exchange Equalization Reserve 1,072,088 954,538

Debenture Redemption Reserve

Debenture Redemption Reserve is created as per NRB Directive against the face value of debenture issued by the
Bank. The Bank is required to transfer proportionate amount to Debenture Redemption Reserve annually except the
financial year in which debenture is issued and repaid. The Bank has issued "9% Shangrila Development Bank
Debenture 2087" of NPR 75,00,00,000 on 2078 Ashad 06 with the tenure of 10 years. The maturity date of the
debenture is 2088 Ashad 31.

During the FY 2081.82, the Bank has transferred NPR 107,142,857 to Debenture Redemption Reserve. The Bank
has allocated total of NPR 214,285,714 to Debenture Redemption Reserve till this FY 2081.82.

Fiscal Year Amount (NPR) Aﬁl:::tla(:‘:?) Remarks

2077.78 Issue Year - -
2078.79 - - -
2079.80 - - -
2080.81 107,142,857 107,142,857 appropriated
2081.82 107,142,857 214,285,714 appropriated
2082.83 107,142,857 321,428,571 to be appropriated
2083.84 107,142,857 428,571,429 to be appropriated
2084.85 107,142,857 535,714,286 to be appropriated
2085.86 107,142,857 642,857,143 to be appropriated
2086.87 107,142,857 750,000,000 to be appropriated
2087.88 Repayment year

{4
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Movement of Interest Receivables

The regulatory reserve created for interest receivables include write back of interest income recognized against
interest receivables amounting NPR.21,087,398, creation of Interest Capitalized Term Loan Reserve amounting NPR
1,192,869 and write back of restructured interest amounting NPR. 69,482,965.

Restructured

Particulars AIR Interest ICTL Total
Opening Balance of reserve 186,973,434 102,898,282 - 289,871,716
Adjustment during the year (21,087,398) (69,482,965) 1,192,869 (89,377,494)
Closing Balance 165,886,037 33,415,317 1,192,869 200,494,222

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

Investment Adjustment Reserve

As per the regulatory requirement of NRB Directive No. 08/81, Investment Adjustment Reserve is required to be
maintained to an amount equivalent to the investment in the equity shares if the shares remain unquoted within three
years from the date of investment and such amount should not be utilized elsewhere unless such shares get listed.
However, If investment is made of 51% or more in company which is not to be listed as per the customary law and
investment made in CIB Nepal, Nepal Clearing Housing Ltd. and Nepal Electronic Payment System Ltd. then for such
investment, investment adjustment reserve is not required to be maintained. Likewise, for the investment in company
established for the modernization and infrastructure development of payment system in Nepal through Payment Switch,
such reserve is not required. Smart Choice Technologies Ltd is a Payment Service Operator (PSO) licensed under the
Nepal Rastra Bank. Hence, reserve has not been created against such investment. Details of investment in unquoted
equity as on reporting date are given below:

Name of Investment Date of investment Cost Price
Nepal Clearing House Ltd. 20/01/2015 7,386,900
Nepal Electronic Payment System Ltd. 28/06/2018 1,000,000
Smart Choice Technologies Ltd. 25/11/2020 26,666,700
Total 35,053,600

Staff Training Reserve
NRB Directive No. 06/81 requires the bank to create Staff Training Reserve on the basis of 3% of total salary and
allowances expenses of preceding year which shall be utilized for staff training and development related activities.

Particulars As at As at
16 July 2025 15 July 2024
Opening Balance of Staff Training Reserve - 1,022,770
3% of salary and allowances of last year 13,541,570 13,216,414
Utilization during the year (14,210,825) (16,518,353)

Closing Balance of Staff Training Reserve - -

The Bank has spent NPR 14,210,825 for staff training and development activities in the current fiscal which is in excess
of its reserve and minimum expense requirement.

Corporate Social Responsibility (CSR) Reserve

The reserve/fund created for the purpose of corporate social responsibility activities by allocating 1% of net profit (after
tax) as per NRB Directive is presented under this account head. The balance in the reserve includes the fund allocated
out of net profit of current year and unexhausted balance of previous year which shall be utilized for CSR related
activities in the coming years.
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Particulars As at As at
16 July 2025 15 July 2024
Opening Balance of CSR Reserve 9,461,635 5,816,212
1% of Net Profit allocated 6,066,718 5,042,805
Utilization from CSR Reserve (3,116,134) (1,397,381)
Closing Balance of CSR Reserve 12,412,218 9,461,635
Province-wise bifurcation of CSR expenses is as follows:
Province Amount in NPR
Koshi 44,960
Madhesh 95,730
Bagmati 1,812,730
Gandaki 762,798
Lumbini 230,691
Karnali 57,973
Sudur Pashchim 111,253
Total 3,116,134
Sector-wise bifurcation of CSR expenses is as follows:
Sector Amount in NPR
Education 803,226
Health 347,869
Humanitarian aid and relief 839,000
Environment 483,804
Financial Literacy 268,909
Sustainable Development Goals -
Others 373,327
Total 3,116,134
Amount in NPR
4.28 Contingent liabilities and commitments
As at As at
16 July 2025 15 July 2024
Contingent liabilities 1,104,106,381 156,509,295

Undrawn and undisbursed facilities
Capital commitment

Lease Commitment

Litigation

1,332,717,034

1,159,019,537

Total

2,436,823,416

1,315,528,832

4.28.1 Contingent liabilities

Acceptance and documentary credit
Bills for collection

Forward exchange contracts
Guarantees

Underwriting commitment

Other commitments

Total

As at As at
16 July 2025 16 July 2024
104,106,381 156,509,295
1,000,000,000 -
1,104,106,381 156,509,295
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Undrawn and undisbursed facilities

As at As at
16 July 2025 16 July 2024
Undisbursed amount of loans 29,024,000 11,200,000
Undrawn limits of overdrafts 1,270,941,306 1,118,640,908
Undrawn limits of credit cards - -
Undrawn limits of letter of credit - -
Undrawn limits of guarantee 32,751,729 29,178,629
Total 1,332,717,034 1,159,019,537

Capital commitments

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

statement.

As at
16 July 2025

As at
15 July 2024

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

Lease commitments

As at
16 July 2025

As at
15 July 2024

Operating lease commitments

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

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

Sub total

Finance lease commitments

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

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

Sub total

Grand total

All the operating lease entered by bank are cancellable by giving a notice period and the bank does not have

any finance lease commitment as on reporting date.

Litigation
The Bank does not have any pending litigations as on Ashadh end 2082.
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4.29 Interest income

Cash and cash equivalent

Due from Nepal Rastra Bank

Placement with bank and financial institutions

Loan and advances to bank and financial institutions
Loans and advances to customers

Investment securities

Loan and advances to staff

Other

Total interest income

(AT TG FhaTE @ TR T I )

Current Year

Amount in NPR
Previous Year

15,591,880

275,176,898

4,408,826,855

544,873,219
130,121,983
11,453,425

27,681,874

358,332,394

5,291,923,945

581,899,187
132,473,552
4,483,836

5,386,044,260

6,396,794,788

Interest income is recognized for all items on accrual basis as per the fair presentation framework of NFRS.
Interest Income from loans and advances have been recognized in line with the Guidance Note on Interest
Income Recognition, 2025 issued by NRB. Interest income from inter-BFI lending and credit sale has been

booked under "Other" heading of interest income.

4.30 Interest expense

Due to bank and financial institutions
Due to Nepal Rastra Bank

Deposits from customers

Borrowing

Debt securities issued

Subordinated liabilities

Other

Total interest expense

Current Year

Previous Year

56,460,447

3,130,545,029

67,836,619

59,732,340

68,742,383
53,425

4,298,178,735

6,276,405
67,808,009

48,872,479

3,314,574,435

4,489,931,437

Interest expense on all financial liabilities including deposits is recognized in profit or loss. Finance cost as
per NFRS-16 (Leases), staff leave provision and interest expense on credit purchase has been disclosed

under “Other” heading of interest expense.
4.31 Fees and Commission Income

Loan administration fees

Service fees

Consortium fees

Commitment fees

DD/TT/Swift fees

Credit card/ATM issuance and renewal fees
Prepayment and swap fees

Investment banking fees

Asset management fees

Brokerage fees

Remittance fees

Commission on letter of credit

Commission on guarantee contracts issued
Commission on share underwriting/issue
Locker rental

Other fees and commission income

Total Fees and Commission Income

29 ff arfticr ufqaea

Current Year

Previous Year

122,938,364 115,445,475
59,943,693 52,323,762
406,546 295,255
12,042,679 10,399,879
8,641,696 5,356,684
5,112,207 7,082,300
1,770,347 4,681,237
3,447,716 2,900,250
20,908,702 20,883,335
235,211,951 219,368,176
03
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Fees and Commission Expense

ATM management fees
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

Net Trading Income

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
Other

Net trading income

Current Year

Previous Year

19,336,691 19,719,423
1,220,434 1,660,887
20,557,125 21,380,310

Current Year

Previous Year

Trading income comprises gains and losses relating to trading assets and liabilities, and includes all realized
interests, dividends and foreign exchange differences as well as unrealized changes in fair value of trading
assets and liabilities. Bank does not have any income under this heading.

Other operating income

Foreign exchange revaluation gain
Gain/loss on sale of investment securities
Fair value gain/loss on investment properties
Dividend on equity instruments

Gain/loss on sale of property and equipment
Gain/loss on sale of investment property
Operating lease income

Gain/loss on sale of gold and silver

Other

Total

Current Year

Previous Year

470,197 511,296
142,734,283 82,561,917
25,507,124 5,972,019
6,319,676 3,744,535
175,031,280 92,789,767
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4.35 Impairment charge/(reversal) for loan and other losses

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

Total

(AT TG FhaTE @ TR T I AT

Current Year

Previous Year

(9,932,838) 9,211,578
355,413,340 347,798,867
345,480,502 357,010,445

Loans and advances are assessed individually and collectively as per Expected Credit Loss (ECL) Guidelines,
2024 under the NFRS 9 framework which is compared with the loss provision prescribed by NRB Directive No.
2. Higher of the loss as per ECL model and NRB Directive is considered for impairment. Accrued Interest
Receivable on loans have been considered under Loans and Advances measured at Amortized Cost.

4.36 Personnel Expense

Salary

Allowances

Gratuity expense

Provident fund

Uniform

Training & development expense
Leave encashment

Medical

Insurance

Employee Incentive
Cash-settled share-based payments
Pension expense

Finance expense under NFRSs
Other expenses related to staff
Subtotal

Employee bonus

Grand total

Current Year

Amount in NPR

Previous Year

227,518,147 219,606,145
241,504,085 231,779,513
19,523,768 18,643,132
22,762,482 21,957,144
10,039,500 9,633,394
14,210,825 15,495,584
21,758,914 33,714,645
5,492,744 5,056,454
81,427,146 50,261,371
4,918,888 4,471,393
649,156,500 610,618,774
96,026,353 77,786,006
745,182,853 688,404,780

Provision for staff bonus is a mandatory requirement under the provision of the Bonus Act, 2030. All expenses
related to employees of the bank has been included under this head. Expenses covered under this head
include employees' salary, allowances, pension, gratuity, contribution to provident fund, training expenses,
uniform expenses, insurance, staff bonus, finance expense under NFRS, etc.

29 ff arfticr ufqaea
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Other Operating Expense

Directors' fee

Directors' expense

Auditors' remuneration

Other audit related expense
Professional and legal expense

Office administration expense (4.37 1)
Operating lease expense

Operating expense of investment properties

Corporate social responsibility expense
Onerous lease provisions

Other

Total

Current Year

Previous Year

1,317,000 1,291,000
442,649 534,677
3,768,255 1,545,950
3,547,592 3,148,315
8,508,383 6,782,488
295,701,277 277,419,573
313,285,157 290,722,003

All operating expenses other than those relating to personnel expense are recognized and presented under
this account head. The expenses covered under this account head includes office administration expense,
other operating and overhead expense, directors' remuneration, emoluments and audit fee paid to auditors,

professional and legal expense, expense of restructuring, onerous lease provisions, etc.

Office Administration Expense

Water and electricity
Repair and maintenance
(a) Building
(b) Vehicle
(c) Computer and accessories
(d) Office equipment and furniture
(e) Other
Insurance
Postage, telex, telephone, fax
Printing and stationery
Newspaper, books and journals
Advertisement
Donation
Security Expenses
Deposit and loan guarantee premium
Travel allowance & expense
Annual/special general meeting expense
Other
(a) Share Issue Expenses
(b) Miscellaneous Expenses
(c) Annual Fee
(d) Office Expenses
(e ) Fuel & Gas
(f) House Rent
Total

Current Year

Previous Year

22,425,119 21,938,088
3,988,001 3,831,246
1,126,699 999,310
8,494,711 8,288,466

11,349,789 4,568,426
4,599,650 7,658,917
2,753,429 3,103,356

15,315,234 16,945,521

66,358 106,103

14,028,607 17,685,199

56,553,952 54,093,999

37,250,232 20,498,564
4,859,967 5,128,313
1,154,994 1,668,584

809,644 1,222,751
8,435,069 4,055,341
1,901,632 1,640,867

66,511,681 62,492,261
9,502,921 9,714,250

24,573,589 31,780,012

295,701,277 277,419,573
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Depreciation & Amortization

Current Year Previous Year
Depreciation on property and equipment 99,187,751 101,021,123
Depreciation on investment property - -
Depreciation on Right of use assets 69,009,013 53,152,568
Amortization of intangible assets 4,571,746 3,912,426
Total 172,768,510 158,086,117
Non-operating Income

Current Year Previous Year
Recovery of loan written off 324,084 -
Other income 1,468,359 827,454
Total 1,792,444 827,454

Income that has no direct relationship with the operation of transactions is presented under this head.

Non-operating Expense

Current Year Previous Year
Loan written off 16,363,763 1,477,487
Redundancy provision - -
Expense of restructuring - -
Other expense 5,630,412 2,693,554
Total 21,994,176 4,171,041

Expenses that have no direct relationship with the operation of transactions is presented under this head.

Income Tax Expense

Current Year Previous Year
Current Tax Expense 277,291,476 220,046,136
Current year 277,291,476 220,046,136
Adjustment for prior years - -
Deferred Tax Expense (19,726,055) (24,252,539)
Origination and reversal of temporary differences (19,726,055) (24,252,539)
Change in tax rate - -
Recognition of previously unrecognized tax losses - -
Total income tax expense 257,565,421 195,793,598

The amount of income tax on net taxable profit is recognized and presented under this account head. This
account head includes current tax expense and deferred tax expense/deferred tax income. Income tax
expense is recognized in Statement of Profit or Loss, except to the extent it relates to items recognized directly
in equity or other comprehensive income in which case it is recognized in equity or in other comprehensive
income.

Reconciliation of tax expense and accounting profit

Current Year Previous Year
Profit before tax 864,237,178 700,074,051
Tax amount at tax rate of 30% 259,271,153 210,022,215
sg'fjr;o'l;aex effect of expenses that are not deductible for tax (2,767,607) (15,899,918)
Less: Tax effect on exempt income 1,061,874 1,791,606
Add/Less: Tax effect on other items - (120,305)
Total income tax expense 257,565,421 195,793,598
Effective tax rate 29.80% 27.97%
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Risk Management

Risk management structure of the Bank has set clear separation between businesses function and risk
management function. Accordingly, the Bank has set up a separate Integrated Risk Management
Department. The Department oversees the risk that arise out of daily business operation as well as on
periodic basis and are put to the oversight of Top Management, Risk Management Committee and the Board
to discuss the reports thereon and issue instructions as appropriate.

Risk Management Committee

Board of Directors is the apex and supreme authority of the Bank and is responsible to frame and implement
robust policies and framework for effective compliance of regulation and direction issued by the regulatory
authority. BOD ensures the strategies, policies and procedure is in accordance with the risk
appetite/tolerance limit for effective management of risk within the Bank. The Board understands the nature
of risk of the bank, and periodically reviews reports on risk management, including policies and standards,
stress testing, liquidity and capital adequacy through the reporting by the Risk Management Committee and
the Asset- Liabilities Management Committee.

Risk Governance

The Bank has prepared and implemented policies and procedures to mitigate the 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 and inhabiting good ethical culture.

Through its Risk Management Framework, the Bank seeks to efficiently manage credit, market and liquidity
risks which arise directly through the Bank’s commercial activities as well as operational, regulatory and
reputational risks which arise as a normal consequence of any business undertaking.

The Risk Management Committee is responsible for the establishment of, and compliance with, policies
relating to management risk, supply risk, production risk, demand risk and collection risk.

The Bank’s risk governance structure is such that the responsibility for maintaining risk within the Bank’s
risk blanket is cascaded down from the Board to the appropriate functional, client business, senior
management and committees. Information regarding material risk issues and compliance with policies and
standards is communicated through the business, functional, senior management and committees.

Internal Control

The Board is responsible for ensuring that the Bank has appropriate internal control framework in place that
supports the achievement of the strategies and objectives. The various functions of the Bank should be
looked upon with a view to establish a proper control mechanism is in place during expansion and growth
which enables it to maximize profitable business opportunities, avoid or reduce risks which can cause loss
or reputational damage, ensure compliance with applicable laws and regulations and enhance resilience to
external events.

The Board has set policies and procedures of risk identification, risk evaluation, risk mitigation and control/
monitoring, in line with the NRB Directives has effectively implemented the same at the Bank.

Credit Risk

Credit risk is the probability of loss of principle and reward associated with it due to failure of counterparty
to meet its contractual obligations to pay the Bank in accordance with agreed terms. Risk Management
Guideline and Credit Risk Management Policy has been prepared in order to mitigate/ minimize the credit
risk of the Bank through appropriate monitoring and reporting framework established within the Bank.

The Bank has implemented various System/ Policies/ Procedures/ Guidelines for the effective management
of Credit Risk. For the purpose of assessment of credit risk of the bank, following activities were carried out:

. Current system/policies/procedures/guidelines formulated were gone through;

. Actual exposure of credit limit product wise, segment wise were checked against risk appetite,
tolerance limit mentioned in respective Product Paper Guidelines, Credit Policy and Credit Risk
Management Policy;
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o Review of various reports prepared by the Departments such as Account Monitoring Report, Loan
Overdue Report, Loan Report, NRB reports and Margin Monitoring Reports.

> Operational Risk
Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems
or from external events. Operational Risk can be caused by both internal and external sources such as
fraud, business interruptions, system failures, damage to physical infrastructure, failure in execution and
service delivery, inherent risks in products, customers, inadequacy in procedures or flawed process designs,
and business practices. The risk can occur in any business function or the business supporting functions.

The Bank has Operation Risk Management Policy in place along with needful resources in order to ensure
effective management of operational risk that helps the Bank to avoid unnecessary operational losses and
helps the Bank to meet the Bank’s strategic goals, as well as veneer the Bank from reputational depletion
and adverse media. Furthermore, the Bank has Incident Reporting Management system in place led by
Incident Response Committee to effectively manage any unforeseen incident that may disrupt business
operations, information security, IT systems, employees, customers, or other vital business functions.
Moreover, Operation Department, Branch Operation Unit, Operation Risk Unit, AML/CFT Unit, Compliance
Department of the Bank continuously work to assess an mitigate any operational risk that the bank may
face.

> Information Technology (IT) Risk

As the banking industry goes through its digital transformation, managing IT risk has become an ultimate
priority. With increasing cyber threats, data breaches, and regulatory pressures, banks must be able to adapt
continuously to different risk management strategies. The Bank has a robust cybersecurity framework,
regular assessments, and the implementation of advanced technologies that are required to mitigate risks
and ensure the safety of financial data. Moving on with proactive steps, the Bank is trying to outsmart the
threat landscape with ever-evolving stringent regulations that aim to safeguard customer trust and ensure
operational resilience.

> Market Risk
Market risk refers to the risk to a bank resulting from movements in market prices, in particular, changes in
interest rates, foreign exchange rates, and equity and commodity prices. Market risk is defined as the risk
of losses in on and off-balance sheet positions arising from movements in market prices. The risks subject
to this requirement are as follows:

> Currency Risk:
Foreign exchange risk is the potential for the Bank to experience volatility in the value of its assets, liabilities
and solvency and to suffer actual financial losses as a result of changes in value between the currencies of
its assets and liabilities and its reporting currency.

> Interest Rate Risk:
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

> Liquidity Risk:
Liquidity risk is the risk that bank may be unable to meet short term financial demands. This usually occurs
due to the inability to convert a security or hard asset to cash without a loss of capital and/or income in the
process. Liquidity risk arises because of the possibility that the Bank might be unable to meet its payment
obligations when they fall due, as a result of mismatches in the timing of the cash flows under both normal
and stress circumstances. Such scenarios could occur when funding needed for liquid asset positions is not
available to the Bank on acceptable terms.
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Capital Management

The Bank manages its capital to meet regulatory norms and current and future business needs considering
the risks in its business. For the purpose of effective management of the capital the bank has formulated
and implemented the Internal Capital Adequacy Assessment Procedure (ICAAP) which encompasses
policies, processes and methodologies to determine the adequate level of capitalization for the Bank to meet
regulatory norms and current and future business needs under normal as well and under stress scenarios.
The board of directors on the frequent interval monitor the capital adequacy position and the risk weighted
assets and take a necessary step as appropriate.

1. Capital Structure & Capital Adequacy

Tier | Capital and a breakdown of its components

Particulars Amount (in "'000)

Paid Up Equity Share Capital 3,556,256
Equity Share Premium -

Proposed Bonus Equity Shares -
Statutory General Reserves 896,788
Retained Earnings -
Unaudited Current Year Cumulative Profit/(Loss) 368,366
Capital Redemption Reserve -

SQ@ "0 o 0 T o

Capital Adjustment Reserve -

Debenture Redemption Reserve 214,286
Dividend Equalization Reserves -

~

Bargain Purchase Gain -

Other Free Reserve -
Less: Goodwill -
Less: Intangible Assets -
Less: Fictitious Assets -
Less: Investment in Equity in Licensed Financial Institutions -
Less: Investment in Equity of institutions With Financial Interests -

- 0T 0 5 3

Less: Investment in Equity of Institutions in Excess of Limits -
Less: Investments Arising Out of Underwriting Commitments -
Less: Reciprocal Crossholdings -
Less: Purchase of Land & Building in Excess of Limit and Unutilized -
Less: Cash Flow Hedge -
Less: Defined Benefits Pension Assets -
Less: Unrecognized Defined Benefit Pension Liabilities -
Less: Negative Balances of Reserve Accounts -

N< X s < ¢c o

. Less: Other Deductions -
Total Core Capital (Tier I) 5,035,695
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Tier 1l Capital and a breakdown of its components
Particulars

Amount (in '000)

a Cumulative and/or Redeemable Preference Share -
b Subordinated Term Debt 747,212
c. Hybrid Capital Instruments -
d Stock Premium -
e General Loan Loss provision 520,947
f. Exchange Equalization Reserve 1,072
g Interest Capitalized Reserve included in Regulatory Reserve 1,193
h Accrued Interest Receivable on pass loan included in Regulatory Reserve 74,127
i. Investment Adjustment Reserve -
j. Regulatory reserve for non-banking assets recorded within the last 24 months 203,003
k. Other Reserves -
Total Supplementary Capital (Tier Il) 1,547,554

Deduction from Capital: N/A

Total Qualifying Capital

Particulars

Amount (in '000)

a Total Core Capital (Tier I) 5,035,695
b Total Supplementary Capital (Tier II) 1,547,554
Total Capital Fund 6,583,249
Capital Adequacy Ratio
Particulars
a. Common Equity Tier 1 Capital to Total Risk Weighted Exposures 11.01%
b. Tier 1 Capital to Total Risk Weighted Exposures 11.01%
c. Tier 1 and Tier 2 Capital to Total Risk Weighted Exposures 14.39%

Summary of the bank’s internal approach to assess the adequacy of its capital to support current
and future activities

Assessment of capital adequacy of the bank is done on regular basis taking into considerations the exposure
of the bank. Also, the analysis of possible impact on capital adequacy is being done on regular basis taking
into consideration the future impacts on assumptive basis. Capital adequacy of the bank and impact in
capital due to future change in nature and size of business is discussed in Risk Management Committee
and is summarized in the Board. Regular monitoring of nature of business is being done so that unexpected
negative impact does not take place in capital adequacy of the bank.

Capital planning forms a core component of the Bank’s medium-term strategic framework and annual
budgeting process. It involves calculating total risk-weighted exposures based on projected business
operations, estimating the required capital levels, and developing a strategy to maintain adequate capital
reserves. The Bank remains well-capitalized, with the ability to sustain its capital requirements through
internal earnings and, when necessary, by accessing capital markets.

2. Risk Exposures

Risk Weighted Exposures for Credit, Market and Operational Risk

Particulars Amount (in '000)

a. Risk Weighted Exposure for Credit Risk 41,665,771
b. Risk Weighted Exposure for Operational Risk 2,770,944
c. Risk Weighted Exposure for Market Risk 8,079
Total Risk Weighted Exposures for Credit, Market and Operational Risk 44,444,794
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Risk Weighted Exposures under each category of Credit Risk

Particulars

Amount (in '000)

a. Claims on government and central bank -
b. Claims on other official entities -
c. Claims on Banks 954,431
d. Claims on corporate and securities firms 6,936,142
e. Claims on regulatory retail portfolio 13,840,124
f. Claims secured by residential properties 4,568,084
g. Claims secured by commercial real estate -
h. Past due claims (except for claim secured by residential properties) 3,228,542
i. High risk claims 5,838,218
j. Real Estate loans for land acquisition and development 423,043
k. Lending Against Shares 1,607,262
I. Personal Hire purchase/Personal Auto Loans 904,975
m Investment in Equity and other capital instruments of institutions 989,579
n. Staff Loan secured by residential properties 424,728
o. Other Assets 1,483,504
p. Off Balance sheet items 567,139
Total Risk Weighted Exposures for Credit Risk 41,665,771

Risk Weighted Exposure Calculation Table

Particulars

Amount (in '000)

a. Risk Weighted Exposure for Credit Risk 41,665,771
b. Risk Weighted Exposure for Operational Risk 2,770,944
c. Risk Weighted Exposure for Market Risk 8,079
Total Risk Weighted Exposures for Credit, Market and Operational Risk 44,444,794
a. Adjustment as per SRP 6.4a (5) -
b. Adjustment as per SRP 6.4a (6) -
c. Adjustment as per SRP 6.4a (7) 403,418
d. Adjustment as per SRP 6.4a (9) 888,896
e. Adjustment as per SRP 6.4a (10) -
Total Risk Weighted Exposures (After Bank’s Adjustment of Pillar Ill) 45,737,108

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

Amount in NPR

Particulars Gross Loan'Lpss Net Amount
Amount Provision
a Restructured/Reschedule Loan - - -
b Substandard Loan 490,806,639 109,609,096 381,197,543
c. Doubtful Loan 804,813,349 364,447,927 440,365,421
d Loss Loan 1,280,541,462 1,118,694,497 161,846,966
Total 2,576,161,450 1,592,751,520 983,409,930
992 29 3T arfties uferemar



Jifdic Seciudiec b fot.

(AT TG FhaTE @ TR T I )

Ge0‘opy'eze’Ls - - S€0'9vY'8ZZ'LS  825°T18°€06°LS - - 826°718°€06°LS
611'GL8'9v. - - 617'G/8'9y. 8€0CIC LY.L - - 8€0CLC LY.L
99.2°96€°268 - - 99/°96€268 6Y9'€22'256 - - 6Y9'€2C'256
8GE'v0L'820'YS - - 8GE'Y0L'8C0'YS  L6E'V6Y 899 VS - - L6E'v67'899'VS

€67'690'195"}

€67'690°195")

057'288°0€S')

057'288°0€S'}

886'2.6°09%'L9 - 226'v.8'Th8 990'860°819°09  660°€65°LCL 29 - 6€5'76€°9E0°} 09586116919
G26'Lvy'L0L - - GZ6'Lyy'L0L 8EY'692'GLG - - 8EY'692'G.LG
278191882 - - 278°191°88¢ 8£8°660°82G - - 8£8°660°82G
¥G8'G9Z'919°0L - 226'v.8°28 L€6°06€°€LL'6  ¥2E'061'6L60) - 6ES¥6€°9€0°) G8L'G60'EY6'6
695°0.6'98L'Ly - - 695°0,6'98L Ly  L€1'G68'€C8°CY - - L€1'G6R'EC8'TY
€ez'ep8'e0C’e - - €€2'G68°'€0C'C  816'992'898°C - - 8169923982
y¥E'6€0'GE0°C - - YPE'6E0'GE0'C  GE1'8C6°L6Y'C - - GE1'8T6'L6V'C
€2C'T61'628'C - - €2C'261'628'c  0LLTVI'VSY'T - - 01L'2V9'vS¥'e
(1dLAd)
sso| (190LA4) (190.LA4) awooul
Jo Jyoud swoaul }s09 (1d1Ad) ssol aAIsuayasdwod
lejol Bnou anIsuayaidwod oZILIOW lejo) Jo jyoud ybnoayy 15U10 UBnoJ 1509 pazjiowy
4 W Jayjo ybnoayy pazijlouly anjeA Jieq uoy W
anjeA anjeA Jie4
anjeA Jie4
req
vzoe AInr 51 szoz Ainr 94
je sy je sy
ddN urjunowy

JuswWale)s [elourUl 8y} 0} SAJON
paywi jueg juswdojanaq e|-1bueys

sailjiqel [eloueuld [ejo]

panss| $a}lindss 1gaq

solliger Jsyio

sbuimoliog

siswojsn) wouj sysodaq

S)uSWINJISU| [BIOUBUIH SAlBALSQ

yueg eJjsey [edaN 03} ang

SuoiN}IsU| [B1OUBUI4 PUE SYueg 0} 8N

sanl|iqerT [eloueuly

S}jassy [eloueuld [e3o]

sjessy Jayl0

Auadoid uawisanu|

$9]e100SSY Ul JUSW)SaAU|
SaLIBIPISANS Ul JUSW)SaAU|
SI)IN0SS JUBWSAAU|

SIaWOJSNY) 0} SBOUBAPY pUE SUBOT
S|4/g 0} S90UBAPY pUE SUBOT
sjessy Buipel] Jayl0

SjusWINIISU| [e1ouBUl SAlBALIS(Q
suonnyisu|

[eIOUBUI{ PUB YuBg U)IM Juswiade|d
yueg esjsey [edeN woly ang
Jus|eainb3 ysen pue ysen

s)jassy |eloueul{

sienanted

:Seli[Igel| pU. S)esse [eloukul) Jo UOHBOLISSE|O 8} SHAIYXe
a|qe} BuImo|jo} By "Wl BAIsUBYsIdwWo Jayjo yBnouyy snjea ey pue ssof pue Joid yBnoay) enjea Jiej ‘S0 pazioWe Ul palyISSe(o sle Salijiqel| pue Sjasse [eioueul 8y
SaljI|Iqel] [eloUBUI] PUE S}OSSY [EIOUBUIY JO UOHEOLISSEID €'

993

3t arftier nfvags

9



(AT TG FFaTE @ TR THAA A HEdqT)

5.4 Operating Segment Information

. General Information
An operating segment is a component of the Bank that engages in business activities from which it may earn revenue
and incur expenses, including revenue and expenses that relate to transactions with any of the Bank’s other
components, whose operating results are reviewed regularly by the chief operating decision maker to make decisions
about resources allocated to each segment and assess its performance, and for which discrete financial information is
available

Based on the nature of the business, transactions, products and services, the Management have identified four reporting
segments for the purpose of financial reporting:

a. Core Banking
This segment covers various generalized products and services of the Banks. All deposit accounts (Saving, Current,
Call & Fixed) and Loans provided to Institutional and Individual customers are classified under this segment. The interest
income and other fee incomes generated out of such loans are revenue items of this segment.

b. Treasury
Treasury function of the Bank manages the liquidity on the branch level and of the Bank as a whole. The fund invested
in government bond, treasury bills, placement and shares of other organizations are classified 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.

c. Digital Banking
This segment covers both domestic remittance and foreign inwards remittance facility served with a purpose to provide
complete remittance solution to the valued customers of the Bank. Major sources of revenue of the segment are Mobile
Banking and its maintenance related income, income from remittances, ATM Card issue and renewal fee etc.

d. Other Component
All other revenue and expenses which cannot be classified to the above-mentioned segment fall under this segment.
The income from sale of assets, locker charges, other fees and commission etc. are classified under this segment.

ll. Information about reportable segment
Amount in NPR

Particulars Core Banking Treasury Digital Banking Others Total

Revenue from external customers 4,743,947,446 729,176,702 54,181,684 268,981,658 5,796,287,490
Inter-segment expenses/revenues - - - - -
Net Revenue 4,743,947,446 729,176,702 54,181,684 268,981,658 5,796,287,490
Interest revenue 4,684,003,753 560,465,098 - 141,575,408 5,386,044,260
Interest expense 3,314,574,435 - - - 3,314,574,435
Net interest expenses/revenue 1,369,429,319 560,465,098 - 141,575,408 2,071,469,825
Depreciation and amortization 172,768,510 - - - 172,768,510
Segment profit /(loss) 1,196,660,809 560,465,098 - 141,575,408 1,898,701,315
Entity's interest in the profit or loss

of associates accounted for using - - - - -
equity method

Other material non-cash items - - - - -
Impairment of assets 345,480,502 - - - 345480,502
Segment assets 47,008,456,458 15,932,061,169 15,626,617 575,269,438 63,531,413,683
Segment liabilities 57,002,805,075 - - 901,007,453 57,903,812,528

998
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Measurement of operating segment profit or loss, assets and liabilities

Revenues from external customers comprise of gross interest revenue, gross fee and commission revenue, net trading
revenue, other operating incomes and inter-segment revenue. The transaction between the branches are charged at
the price decided by the Management on time to time basis. The transaction between the departments are recorded
using the inter-branch and interdepartmental account. These accounts are reconciled and interdepartmental balances
are cancelled out at each reporting date.

Share Option and Share Based Payment
The Bank does not extend the share options and share based payment to any of its employees. Thus, during the reporting
period, the Bank does not have any the transactions that are to be accounted as per NFRS 2 “Share-based Payments.

Contingent liabilities and commitment

Contingent Liabilities

Where the Bank undertakes to make a payment on behalf of its customers for guarantees issued for which an obligation
to make a payment has not arisen at the reporting date, those are included in these financial statements as contingent
liabilities.

Commitment

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

Comprehensive disclosure of the contingent liabilities and commitments are made on Note 4.28
Related Party Disclosures
List of related party

Directors and Key Management Personnel of the bank has been identified as Related Parties for the Bank under NAS
24.

Name of Related Party Designation Date of Appointment
Mr. Ujjwal Satyal Chairman Appointed on 17t Chaitra 2079
Mr. Ganga Sagar Dhakal Director Re-appointed on 17t Chaitra 2079
Mr. Sushil Kaji Baniya Director Re-appointed on 17t Chaitra 2079
Ms. Lisa Sherchan Director Re-Appointed on 17" Chaitra 2079
Mr. Sujan Siddhi Bajracharya Director Appointed on 17t Chaitra 2079
Mr. Naresh Dhungana Director Appointed on 17" Chaitra 2079
Mr. Rabindra Narayan Pradhan Independent Director Appointed on 30" Poush 2080
Mr. Suyog Shrestha Chief Executive Officer Re-appointed on 18™ Bhadra 2079

Related Party Transactions
Board of Director Allowance are as follows:
As at 16 July 2025

Particulars No of Meetings Allowance (NPR)
Board Meeting 22 1,051,000
Audit Committee Meeting 9 126,000
Risk Management Committee 4 56,000
Assets Money Laundering Prevention Committee 6 42,000
Employee Service Benefit Committee 6 42,000
Total 47 1,317,000
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Key Managerial Personnel’s Salary and Facilities are as follows

As at 16 July 2025

Particulars Chief Executive Officer
Salary 6,072,000
Allowance 3,802,933
Dashain Allowance 860,600
Provident Fund 607,200
Others 505,798
Total (NPR) 11,848,531

*Staff Bonus is not included in above disclosure and is paid as per Bonus Act, 2030.

Merger and Acquisition
The Bank has neither entered into merger not acquired any bank and financial institutions during the reporting period.

Unpaid Dividend
The following unpaid dividend amount has remained outstanding as at the reporting date:

Amount in NPR
Fiscal Year Unclaimed Dividend
FY 2067/68 589,000
FY 2068/69 1,133,198
FY 2069/70 2,469,662
FY 2070/71 1,875,280
FY 2073/74 7,286,565
FY 2074/75 4,729,733
FY 2075/76 8,410,425
Total 26,493,862

The Bank has transferred divided payable to NIMB Ace Capital Limited except for NPR 210,364 mentioned on 4.23
Other Liabilities.

Events after reporting date

Events after the reporting date are those events, favorable and unfavorable, that occur between the reporting date and
the date when the financial statements are authorized for issue. All material and important events that occurred after the
reporting date have been considered and appropriate disclosures have been made in line with NAS 10 — “Events after
the Reporting Period”.

Recovery of Interest after year end up to 15 Shrawan 2082

Nepal Rastra Bank Directives requires the Bank and Financial Institutions to transfer the equivalent amount of interest on
loans and advances accounted as an interest income under the accrual basis of accounting but not recovered as on
reporting period to the Regulatory Reserve from the Retained Earnings. However, the same Directives has relaxed this
provision with which Bank may not transfer such amount in case it is recovered within the one month after the year end,
i.e.; Shrawan 15, 2082.

The Bank has realized accrued interest income of NPR 24,279,758 till 15 Shrawan 2082 and has transferred the amount
(Net off Staff Bonus and Tax) from Regulatory Reserve to Retained earnings.

Comparative Figures

Previous year figures have been regrouped and reclassified wherever necessary to conform to the current year’'s
presentation.
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Shangri-la Development Bank Limited
Comparison of Unaudited Interim Statement of Financial Position and Audited Statement of Financial Position
As on 32 Ashadh 2082 (16 July 2025)
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Amount in NPR
Particulars Unaudited SOFP  Audited SOFP Variance Reasons for Variance
Amount %

Assets

Cash and cash equivalent 2,454,326,693 2,454,642,710 316,017 0.01% Adjustment of interest on
nostro accounts

Due from Nepal Rastra Bank 2,498,535,495 2,497,928,135 (607,360) -0.02%

Placement with Bank and - - - 0.00%

Financial Institutions

Derivative financial instruments - - - 0.00%

Other trading assets - - - 0.00%

Loan and advances to B/Fls 2,868,266,918 2,868,266,918 0) 0.00%

Loans and advances to customers 43,021,486,725 42,823,895,737 (197,590,988) -0.46% Adjustment of AIR as per
ECL Guideline and impact
of change in impairment
charges

Investment securities 10,979,490,324  10,979,490,324 - 0.00%

Current tax assets - - - 0.00%

Investment in susidiaries - - - 0.00%

Investment in associates - - - 0.00%

Investment property 528,099,838 528,099,838 - 0.00%

Property and equipment 730,612,928 733,378,400 2,765,472 0.38% Reclassification and
adjustment in ROU assets

Goodwill and Intangible assets 16,461,269 16,461,269 - 0.00%

Deferred tax assets 61,035,278 53,980,914 (7,054,364) -11.56% Final calculation of
deferred tax assets

Other assets 259,717,103 575,269,438 315,552,335 121.50%  Adjustment of staff loan

Total Assets 63,418,032,571 63,531,413,683 113,381,112

Liabilities

Due to Bank and Financial 1,530,882,452 1,530,882,450 2) 0.00%

Institutions

Due to Nepal Rastra Bank - - - 0.00%

Derivative financial instruments - - - 0.00%

Deposits from customers 54,668,494,389 54,668,494,391 2 0.00%

Borrowing - - - 0.00%

Current Tax Liabilities 5,710,892 56,216,196 50,505,304 884.37% Effect of change in profit

Provisions - - - 0.00%

Deferred tax liabilities - - - 0.00%

Other liabilities 892,620,979 901,007,453 8,386,474 0.94% Leave adjustment and
effect of change in profit

Debt securities issued 747,212,038 747,212,038 - 0.00%

Subordinated Liabilities - - -

Total Liabilities 57,844,920,750 57,903,812,528 58,891,778

Equity

Share capital 3,556,255,720 3,556,255,720 - 0.00%

Share premium - - - 0.00%

Retained earnings 413,845,637 368,366,412 (45,479,224) -10.99%  Effect of change in profit
after final audit

Reserves 1,603,010,465 1,702,979,022 99,968,558 6.24%  Effect of change in profit
after final audit

Total equity attributable to 5,573,111,821 5,627,601,154 54,489,333 0.98%

equity holders

Non-controlling interest - - - 0.00%

Total Equity 5,573,111,821 5,627,601,154 54,489,333 0.98%

Total Liabilities and Equity 63,418,032,571 63,531,413,683 113,381,112 0.18%

Contingent liabilities and 2,436,823,420 2,436,823,416 4) 0.00%

commitment

Net assets value per share 156.71 158.25 1.53 0.98%
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Shangri-la Development Bank Limited
Comparison of Unaudited Interim Statement of Profit or Loss and Audited Statement of Statement of Profit or Loss
For the year ended 32 Ashadh 2082 (16 July 2025)

Amount in NPR

. Unaudited . Variance
Particulars SOFP Audited SOFP Amount % Reasons for Variance

Interest income 5,186,440,560 5,386,044,260 199,603,700 3.85% Impact of interest
income recognized in
line with ECL Guideline
and NFRS adjustment
of staff loan

Interest expense 3,305,537,481 3,314,574,435 9,036,954 0.27% Impact of finance cost
as per NFRS-16 and
staff leave provision

Net interest income 1,880,903,079 2,071,469,825 190,566,746 10.13%

Fee and commission income 236,669,457 235,211,951 (1,457,506) -0.62%

Fee and commission expense 20,557,125 20,557,125 - 0.00%

Net fee and commission income 216,112,332 214,654,826 (1,457,506) -0.67%

Net interest, fee and commission 2,097,015,411 2,286,124,651 189,109,240 9.02%

income

Net trading income - - - 0.00%

Other operating income 175,061,645 175,031,280 (30,365) -0.02%

Total operating income 2,272,077,055 2,461,155,930 189,078,875 8.32%

Impairment charge/(reversal) for 344,639,445 345,480,502 841,056 0.24%  Post audit adjustment

loans and other losses

Net operating income 1,927,437,610 2,115,675,429 188,237,819 9.77%

Operating expense

Personnel expenses 667,806,718 745,182,853 77,376,135 11.59% NFRS adjustment of
staff loan and bonus

Other operating expenses 313,051,700 313,285,157 233,456 0.07%

Depreciation & Amortization 172,374,159 172,768,510 394,351 0.23%  Adjustment of NFRS 16

Operating Profit 774,205,033 884,438,909 110,233,876 14.24%

Non-operating income 1,778,411 1,792,444 14,033 0.79%

Non-operating expense 21,994,176 21,994,176 - 0.00%

Profit before income tax 753,989,268 864,237,178 110,247,909 14.62%

Income tax expense 216,894,157 257,565,421 40,671,264 18.75%  Effect of change in profit

Current Tax 243,674,576 277,291,476 33,616,900 13.80%  Effect of change in profit

Deferred Tax Income / Expenses (26,780,419) (19,726,055) 7,054,364 Effect of change in profit

Profit for the year 537,095,112 606,671,757 69,576,645 12.95%

Earnings per share

Basic earnings per share 15.10 17.06 1.96 12.98%

Diluted earnings per share 15.10 17.06 1.96 12.98%

99z
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Comparision of Unaudited Interim Statement of Other Comprehensive Income and Audited Statement of Other
Comprehensive Income
For the year ended 32 Ashadh 2082 (16 July 2025)

Amount in NPR

Particulars

Unaudited
SOFP

Audited SOFP

Variance

Amount

%

Reasons for
Variance

Profit for the year

Other comprehensive income

a) Items that will not be reclassified to
profit or loss

Gains/(losses) from investments in equity
instruments measured at fair value
Gain/(loss) on revaluation

Actuarial gain/(loss) on defined benefit plans
Income tax relating to above items

537,095,112

87,644,392

(26,293,317)

606,671,757

87,644,392

(26,293,317)

69,576,645

12.95%

0.00%

0.00%

Effect of
change in profit

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

61,351,074

61,351,074

0.00%

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
Reclassification of Profit/Loss

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

c) Share of other comprehensive income
of associate accounted as per equited
method

Other comprehensive income for the
period, net of income tax

61,351,074

61,351,074

0.00%

Total comprehensive income for the year

598,446,186

668,022,831

69,576,645

11.63%

Total comprehensive income attributable
to:

Equity holders of the Bank
Non-controlling interest

598,446,186

668,022,831

69,576,645

11.63%

Total comprehensive income for the year

598,446,186

668,022,831

69,576,645

11.63%
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