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L.S.P. ASSOCIATES
Chartered Accountants

INDEFPENDENT AUDITOR'S REPORT
To the Shareholders of
NARAYANI DEVELOPMENT BANK LIMITED
Ratnagar-1, Chitwan

Repori on the Aodit of Finsncial Statements

We have audited the financial statements of Narayani Development Bank Limited (hereinafter
"NDBL" or "Bank™) comprising of the Stastement of Financial Position az at 31 Ashad 2081
{Corresponding to 15 July 2024), Statement of Profit or Loss, Statement of Other Comprehensive
Income, Statement of Changes in Equity and Statement of Cash Flow for the vear then ended and &
summary of Significant Accounting Policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the bank as a1 31 Ashad 2081 (Corresponding to 15 July 2024) its Financial
performances and its cash flows for the year then ended in accordance with Mepal Financial
Reporting Standards (MNFRSs)

Basix for Opinion B
We conducted our audit in sccordance with MNepal Standards on Awditing (NSAs). Owr

responsibilities under those standards are further deseribed in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our repont. 'We are independent of the bank in
sccordance with the ICAN's Handbook of the Code of Ethics for profiessional Accountants, and we
have fulfilled our other ethical responsibilities in accordance with the ICAN"s Handbook of the
code of Ethics for professional Accoumants. We believe that the audit evidence we have obtained
% sufficient and appropriate to provide basis for our opinion.

Emphasis of Martters regarding complisnce of legal obligations ;
The development bank has not fulfilled capital fund requirement as per the directives of Mepal

Rastra Bank, Our opinion is nod modified in respect of this matter.

Key Andit Moiners

Key audit matters are those matters that, in our profissional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters. We have determined the matters described
below 1o be the key audit matiers 1o be communicated in our report:

445, Jwagal Madhu Marg, Jwagal, Lalitpur, Nepal,
P.O. Box No: 9222, Kathmandu, Nepal.

Tel + 977 1 5450424, 5269887

Emall: infolMspa.com.np

Web: www.lapa.com.nn
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Key Audit Matiers

[ Auditor's Response ]

Interest Income

Ref. note no. 4.29 and accounting policies to the financial Statements

Imerest income has been recognized on
accrual basis as per the interest recognition
guidelines of Mepal Rastra Bank / NFRS.
Interest has been recopnized on accrual
basis in case of nonperforming loans.

Due to limitation of lack of svstem
capability to review the fair value of the
collateral on  regular  basis, manual
intervention might be required for
recognition of accrual of interest income.

As this may have effect on the recognition
of the interest income by the company, we
have considered it as a key audit matier.

We applied following procedure in respect of
verification of imercst income:

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

Understanding of the core banking
software of the company how interest rate
on loans & advances has been
implemented in system.

Whether interest income on advances in
automatically penerated in the CBS
System.

Review of accrual & recognition interest
income whether relevant NFRS and the
NRB norms have been followed by the
company for the same,

Review and wverify the transactions
relating to manual debit or credit of
interest in the system.

Understanding as o how the company
management in monitors their businesses
analyze its credit portfolio & the interest
income thereon,

Review whether the legal remedies
against defaulting borrowers are  not
adversely affected. l

Impairment of Loans and Advances to Customers

Ref. Note no. 4.6.1 and accounting policies to the financial statements,

Companys policy for the allowance for
impairment of loans and advances has been
based on the application of incurred loss
model and Mepal Rastra Bank regulations,
as applicable. It involves significant
management judgment and estimation.

In addition, assessment of allowances for
impairment is important as carve oul
provides for higher of the incurred loss
model or NRB's directive. The carrying
value of the loans and advances to

customers can be materially misstating if

management’s judgment and estimation are
inappropriate.

Therefore considering the significance of

We applied following procedures in respect of |
verification of loan Loss provision:

We tested the company's operating |
effectiveness of key controls to identily |
loss events and for determining the extem
of provisioning required against non- |
performing loans and advances.

Contrals over correct identification and
classification of non-performing loans
and advances on time based criteria,
Review of IT system to provide loan loss
provision based on overdue payments.
Control over accurate compitation and
recording of provisions.

Control over statistical model wsed

|
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the above matter to the financial statements,
we have identified this as a key audit
matters,

« Control over the monitoring of loans
advances to customers with higher default
risk.

»  Control over the governance and approval
process for the provisions including
ongoing redssessment by the
Management. :

»  Carrying out the substantive procedure,
selected sample of loan and advances 1o
the customers and checked the
documentation, repayment  schedules,
tested the classification of non-
performing loans based on  overdue
period.  Assessed the management’s
assumplion and  judgmemt for
classification of loans and advances based

on repayment patiern,

*  Assessment of morigage value of loans
and advances,

Our Resilts

We considered the impairment charges on loans
and advances 1o the customers io be acceptable,

Information Technology System

The information technology of the company
involve large number of independent and
imer-dependent 1T systems that are used 1o
process and record a large volume of
transactions in the company's activities,

As a resull, the financial accounting and
reporting procedure places a significant
level of reliance and rely on such IT
Syslems,

Appropriate IT general application controls
and are required to ensure that such IT
systems are able to process the data, as
required completely, accurately and
consistently for reliable financial reporting,
Due to the importance of the impact of the
IT systems and refated control environment
on the company's financial reporting
process,, we have identified testing of IT
system and related control environment as
key audit matier.

Our Audit Regarding Information Technology
of the company is based upon the Information
Technology Guidelines issued by NRB and it
also included:

* Verification of the interest income and
expense booking regarding loan and
deposits on test check basis with the
core banking system of the institution.

e Verification of the provisioning of the
loan and Advance based on ageing on
the test check,

Our Results
We considered the IT systems and their relevant
controls (o be adequate.

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

Management is responsible for the preparation and fair presentation of these 6 nanl:lal statements
in accordance with the Nepal Financial Reporting Standards (NFRS), and for T
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as management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or eror.

In preparing the financial statements, the management is responsible for assessing the bank's
ability 1o continue as a going concern, disclosing as applicable, matters related 1o going concern
and using the going concern basis of accounting unless management either intends 1o liquidate the
bank or o cense operations or has no realistic alternative but to do so.

Those charged with governance are responsible for oversecing the bank's financial reporting
process,

Auditor's Responsibilities for the Andif of Financial Statements
Our objectives are to obtain reasonable assurance aboul whether the Ninancial statements as a

whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our-opinion, Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with NSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in aggregate, they could reasonably be expected to influence the
economic decision of users taken on the base of these financial statements.

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

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

# Obtained an understanding of internal control relevant to the audin in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion of the effectiveness of the organization's internal control.

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

s Conclude on the appropriatencss of management's use of the poing concern basis of
accounting and based on the audii evidence obained, whether a material uncertainty exisis
related to events or conditions that may cast significant doubd on the eniity's ability 1o
continue as a paing concem. If we conclude that o matenial uncenainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up-to the date of our auditor's report. However,
future evenis or conditions may cause the bank 1o cease (0 CONtinee a5 & going CONCET,
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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.

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

Report on iher Legal and Regulaiory Requirements
Report as per the requirements of and company Act 2063, Banks and financial Institution Act 2073
and other regulatory requirements,

Pariner

We have obtained all information and explanations asked for, which 1o the best of our
knowledge and belief were necessary for the purpose of our examination,
Based on our audit proper books of account as required by law have been kept by the
bank.

The staternent of financial Position, the statement of profit or Loss and Other
comprehensive income, the statement of Cash flows and the statement of Changes in
Equity dealt with by this report are in agreement with the books of account maintained by
the bank.

The provision for possible impairment of assets of the bank is adequate considering the
Directives issued by Mepal Rastra Bank.

In our opinion and to the best of our information and according to the explanations given
to us @nd from our examination of the books of account of the bank we have not come
across any case where the Board of Directors or any office bearer, employee of the bank
has acted contrary to the provisions of the 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 will jeopardize the interesi of the bank, its shareholders and
its depositors.

In eur opinion, the business of the bank has been conducted satisfactorily and operated
within its jurisdiction and has been functioning as per NEB Directives.

L.5.P. Associates
Chartered Accountants

Place: Lalitpur, Nepal
Date: 2081/11/12

UDIN Number: 250302 CAQ0144Cs7d2
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Narayani Development Bank Limited

Statement of Financial Position
As on Asar 31st, 2081

Particul Not Bank

articufars ote Current Year Previous Year
Assets
Cash and cash equivalent 4.1 264,049,666 128,200,835
Due from Nepal Rastra Bank 4.2 48,488,766 40,879,280
Placement with Bank and Financial Institutions 4.3 - -
Derivative financial instruments 4.4 - -
Other trading assets 4.5 - -
Loan and advances to B/FIs 4.6 - -
Loans and advances to customers 4.7 264,397,015 410,294,367
Investment securities 4.8 47,153,554 47,427,610
Current tax assets 4.9 10,344,772 9,980,040
Investment in subsidiaries 4.10 - -
Investment in associates 4.11 - -
Investment property 4,12 14,281,137 -
Property and equipment 4.13 30,649,123 31,037,039
Goodwill and Intangible assets 4.14 7,299,826 9,968,372
Deferred tax assets 4.15 38,787,446 39,525,027
Other assets 4.16 10,775,599 5,611,042
Total Assets 736,226,905 722,923,611

Note Current Year Previous Year
Liabilities
Due to Bank and Financial Institutions 4.17 - -
Due to Nepal Rastra Bank 4.18 - -
Derivative financial instruments 4.19 - -
Deposits from customers 4.20 631,521,022 632,813,148
Borrowing 4.21 - -
Current Tax Liabilities 4.9 - -
Provisions 4.22 - 864,450
Deferred tax liabilities 4.15 - -
Other liabilities 4.23 46,710,411 43,582,077
Debt securities issued 4.24 - -
Subordinated Liabilities 4.25 - -
Total liabilities 678,231,434 677,259,675
Equity
Share capital 4.26 262,467,600 262,467,600
Share premium 10,101,374 10,101,374
Retained earnings (411,508,978) (387,783,472)
Reserves 4.27 196,935,475 160,878,435
Total equity attributable to equity holders 57,995,470 45,663,936
Non-controlling interest -
Total equity 57,995,470 45,663,936
Total liabilities and equity 736,226,905 722,923,611
Contingent liabilities and commitment 4.28 22,286,603 64,182,715
Net assets value per share 22.10 17.40
SD SD & Stamp SD SD & Stamp
Ritu Baniya Bishnu Regmi Chandra Man Maleku For L.S.P. & Associates
Finance Chief Executive Office Chairman Gopal Kumar Shrestha
External Auditor

SD sD sD
Teknath Dhakal Yasodha Adhikari Pukar Thapa
Director Director Director
SD SD
Ganesh Man Pradhan Balaram Paudel
Director Independent Director
Date:
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Narayani Development Bank Limited
Statement of Profit or Loss
For the year ended Asar 31st, 2081

. Note Bank
Particulars Current Year Previous Year
Interest income 4.29 53,802,411 71,822,108
Interest expense 4.30 46,810,903 46,445,529
Net interest income 6,991,508 25,376,579
Fee and commission income 4.31 4,354,077 3,333,251
Fee and commission expense 4.32 350 19,189
Net fee and commission income 4,353,727 3,314,062
Net interest, fee and commission income 11,345,235 28,690,641
Net trading income 4.33 - -
Other operating income 4.34 2,298,309 1,013,827
Total operating income 13,643,544 29,704,468
Impairment charge/(reversal) for loans and other losses 4.35 (18,646,267) 80,379,306
Net operating income 32,289,811 (50,674,838)
Operating expense
Personnel expenses 4.36 21,059,543 21,177,848
Other operating expenses 4.37 18,062,772 21,101,497
Depreciation & Amortization 4.38 10,147,882 10,502,538
Operating Profit (16,980,386) (103,456,721)
Non operating income 4.39 - -
Non operating expense 4.40 - -
Profit before income tax (16,980,386) (103,456,721)
Income tax expense 4.41
Current Tax
Deferred Tax (819,797) 25,355,998
Profit for the year (17,800,183) (78,100,723)
Profit attributable to:
Equity holders of the Bank (17,800,183) (78,100,723)
Non-controlling interest
Profit for the year (17,800,183) (78,100,723)
Earnings per share
Basic earnings per share (6.78) (29.76)
Diluted earnings per share (6.78) (29.76)
SD SD & Stamp SD SD & Stamp
Ritu Baniya Bishnu Regmi Chandra Man Maleku For L.S.P. & Associates
Finance Chief Executive Office Chairman Gopal Kumar Shrestha
External Auditor
SD SD SD
Teknath Dhakal Yasodha Adhikari Pukar Thapa
Director Director Director
SD SD
Ganesh Man Pradhan Balaram Paudel
Director Independent Director
Date:
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Narayani Development Bank Limited
Statement of Comprehensive Income
For the year ended Asar 31st, 2081

. Note Bank -
Particulars Current Year Previous Year
Profit for the year (17,800,183) (78,100,723)
Other comprehensive income, net of income tax
a) Items that will not be reclassified to profit or loss
Gain/(loss) from investments in equity instruments measured at fair value (274,056) (797,283)
Gain/(loss) on revaluation
Actuarial gains/(losses) on defined benefit plans
Income tax relating to above items 82,217 239,185
Net other comprehensive income that will not be reclassified to profit or (191,839) (558,098)
b) Items that are or may be reclassified to profit or loss
Gains/(losses) on cash flow hedge
Exchange gain/(losses) arising from translating financial assets of foreign
operation
Income tax relating to above items
Net other comprehensive income that are or may be reclassified to profit
or loss
c) Share of other comprehensive income of associate accounted as per
equity method
Other comprehensive income for the year, net of income tax (191,839) (558,098)
Total comprehensive income for the year (17,992,022) (78,658,821)
Total comprehensive income attributable to:
Equity holders of the Bank (17,992,022) (78,658,821)
Non-controlling interest - -
Total comprehensive income for the year (17,992,022) (78,658,821)
SD SD & Stamp SD SD & Stamp
Ritu Baniya Bishnu Regmi Chandra Man Maleku For L.S.P. & Associates
Finance Chief Executive Office Chairman Gopal Kumar Shrestha
External Auditor
SD SD SD
Teknath Dhakal Yasodha Adhikari Pukar Thapa
Director Director Director
SD SD
Ganesh Man Pradhan Balaram Paudel
Director Independent Director
Date:

ARRI SHeURT 9% fofics | aiffe gftdad - 20¢0/o¢d ¥ 0¢4/0¢R 99



121
10393.1q Juspuadapu] 1030211
|]apned welejeg ueypeld uep ysaues

as as

1031pNy |[euUJIX3
ey3salys Jewny| [edoo
S9]BID0SSY B 'd'S™1 404

dweis B as

10302117

edey] Jednd

as

uewuieyd

nysjew ue eipueyd

as

0LV°S66°LS

- 0/LV°S66°LS EEV'S69°01

(8£6°80S°T1t) - (T€67946) TI1LCv0’'61 -

T9CT'vL1°80T

vLE'TOT'OT

1030341
exiypy eyposex

9210 2ARNDAXT JOIUD

1wbay nuysig
dweis 8 as

as

1030211
|exeyqa yjeuxaL
as

2oueuld
eAlueg nyy
as

009°£9Y"29¢C

T80T PUS ypeysy je aduejeg

SUORINQIISIP pue Aq SUORNQIIUO0D [€30L

006°€6L°6T

- 006°€E6L°6CT 006°€6L°6C

- - T0L 6VC

(8£2°502°9) - - 8L4T°S0T°9 -

(T0L°6VC) - - - -

pIed PUSPIAIP UseD
panss| saleys snuog
SJapjoy A)NDa 03 SpUSPINIG
panssi aleys
AJIND3 Ul PAZIUDO23.1 A[JI3JIP ‘SIBUMO YJIM SUOIIdeSsue]
3duUeApE Ul S||ED Ul UOLIPPY
QYN 490 Se 9AISIY AJ01e|NDAY
91959y AJ[IQISUOASDY [EI20S 91L10a10D
pung puulel] yeis
21959y [BIBUDD AI0INIRIS
1E3A 3y} DULIND 9AI9S3 WOLY JBySueL]
QYN 490 Se 9AISIY AJ01e|NDAY
SA1959Y AJ[IQISUOASY [EID0S 91L10a10D
pung puulel] yeis
21959y [BBUDD AI0INIRIS
1E3A BY3 DULIND DAIDSDI 03 J3jSuel]

- (TTO'T66°LT) -

(E8T'008°LT) - (6E8°T6T) - -

TESA 91j3 10] SWI0OU] SAISUSYSIGI0D [E30L

(6£8'16T)

(E€8T°008°LT)

- (6€8'16T) -

- (E8T'008°LT) -

T65 E6T 9V

- CT6S’E6T 9V CEB'TS9°0T

(6€8'16T) - -

(€8T°008°LT) - - -

(9T8°EST’LBE) - (260°S8L) CEV'LEBCY -

T9TPLT'80T

VLE'TOT 0T

009°£9%¥°29¢C

{UOIJ2IoU0 UDISI0)
Jo sjasse |epueuly bujejsuesy woly buisue) (sassol)/suieb abueyoxy
2DPaAY MOJJ Ysed uo ($9550])/sules
sue|d 31J2USq PaUYSP UO (ISSO|)/SUleD [eLieny
uonN|eAS. UO (S3SS0])/SuleD

onjeA ey
INba ul sjuswisaAul woly (sasso|)/sules
XE] JO 39U *BUI0DU] BAISUSYSIALIOD 1BYIO
1B9A BY3 10§ J140.4d
122/ 9Y3 10J DWOOUI DAISUDYDIAWOD
080T uemes T je

Je paJinseaw sjyuawnuisul Ay

v

9597675

SE6'E99'SY - 9€6'€99'SH

SE6'E99°SH

- 959765
CEB'TSI'0T
- 9E€6°€99°SH CEB'TS9'0T

959°6¢5 -

(TLY'E8L7L8E) - (260°S82) CEV'LEB'TY -

(TLV'E8L°L8E) - (260°S8Z) CEV'LEB'CY -

T9T'VL1'80T vLE'TOT'OT 009°29v"C9T
T9C'vL1°80T

vLE'TOT'OT

7 L
JUSWIBIEISoY/USWISNIPY

0802 'T UEMEIyS je souejeg

009°£9Y°29¢C

080C PUS ypeysy je aduejeg

SUONINGIIISIP PUE A SUONINGIIIUGD [€10L

009°T9L°E

- 009°T9L°E 009°292°€

(92£°066°92) - - 92£°066°9C -

pIed PUSpIAIP UseD
panss! saleys snuog
SJapjoy A)NDa 03 SPUSPINIG
panss| aleys
1 A3 ym suoy 7]
3duUeApE Ul S||ED Ul UOLIPPY
QYN 490 Se 9AI9SIY AJ01e|NDIY
SA1959Y AJ[IQISUOASDY [EID0S 91L10aI0D
pung puulel] yeis
21959y [BJBUID AI0INIRIS
1E3A 3Y} DULIND 9AI9S3 WOLY IBySues]
QYN 490 Se 9AI9SDY AJ01E|NDRY
SA1959Y AJ[IQISUOASY [EID0S 91L10aI0D
pung puulel] yeis
21959y [BJBUID AI0INIRIS
1E3A By} DULINP DAIDSDI 03 JajSuel]

Aunba ur

- (TT8'859'8Z) -

(ETL700T'8Z) - (860°8SS) - -

IESA 91j3 10] SWI0OU] SAISUSYSJGI0D [E30L

(860'85S)

(€2£°00T°8Z)

- (860'8sS) -

- (€TL00T°8L) -

9ST°09S5°0CT

- LST°09S°0CT CET'688'9

(860'855) - -

(€2£°001°82) - - - -

(¥20°T69°C8T) - (r66°9¢C) L0L°9V8°ST -

T9T LT 80T

VLE'TOT 0T

009°£9%¥°29¢C

{UO[EISU0 UDI9I0]
Jo sjasse |epueuly bunjejsuesy woly buisue) (sasso|)/suieb abueyoxy
aDPaY MOJ} YSeD UO (S3SS0|)/Sule
sue|d 31J2Uaq PaUYSP UO (ISSO|)/SUleD [elLienyY
UOIIN|BASI UO (S3SSO|)/SuUleD
onjen ey
Je paJnseaw sjuawnuisul A}INba ul sjuswlsaAul woly (Sasso|)/suiesy

XEJ JO 12U *2LI0DU] DAISUDYDIALLIOD JOUYIO

1B3A 33 10 104d

1B3A Y} 10§ BWIODU| DAISUBYDIAWOD

6Z0C Uemes 1 3¢

v

9vT L9t

- 9vT L9€E

TI6°C6T0CT

CT6'C6T0CT CET'688'9

(ZT6°S/9) -
(Z0T'9T0°Z87)

COTEP0T
(9ST'0LT°T) L0L9v8’ST -

T9TVLT'80T

vZETOT'OT

7 L
JUSWIBIEISoY/JUSWISNIPY

009°£9%°29C

6Z0¢C 'T Uemelys je aouejeg

Aunb3 jejor

IsSISuT ELYEEET ]
Bujjjonauod 1elol JLy30
-UoN

Sniosoy Shiosoy Sniosod ]
Buluie3 pauiejay uonenjeAdy anjep Jieg Asojenbay abueyox3z
sjueg 9y3 40 SI9PIOY AHNDI 03 3|qeINGUNY

Sniosod
|esauan

wniueig
aieys

|exide) aseys

T80T ISTE 1esy papud JeaA ayj 104
A3Nb3 uj abueyd Jo JUBWIeIS
1wl jueg juswdo|aAaq lueAeleN

A)NDb3 uj sabuey)d Jo Juswalels

siejnonJed

AR o< 96 fafics | aiffe gfdded - 0¢o/o¢a ¥ 0¢a/0¢R

=



Narayani Development Bank Limited
Statement of Cash Flow
For the year ended on 31st Asadh 2081

Particulars Note | Current Year Previous Year
CASH FLOWS FROM OPERATING ACTIVITIES -
Interest received 51,658,434 67,335,847
Fees and other income received 4,354,077 3,333,251
Dividend received - -
Receipts from other operating activities 10,038 1,013,827
Interest paid (46,810,903) (46,445,529)
Commission and fees paid (350) (19,189)
Cash payment to employees (21,059,543) (21,177,848)
Other expense paid (26,312,240) (20,318,910)
Operating cash flows before changes in operating assets and liabilities (38,160,488) (16,278,552)
(Increase)/Decrease in operating assets - -
Due from Nepal Rastra Bank 7,609,487 (19,657,071)
Placement with bank and financial institutions - -
Other trading assets (14,281,137) -
Loan and advances to bank and financial institutions - 1,636
Loans and advances to customers 144,174,693 (195,081,733)
Other assets 5,164,557 1,903,656
Increase/(Decrease) in operating liabilities - -
Due to bank and financial institutions - -
Due to Nepal Rastra Bank - -
Deposit from customers (1,292,126) 296,140,860
Borrowings - -
Other liabilities 976,470 6,538,036
Net cash flow from operating activities before tax paid 104,191,456 73,566,833
Income taxes paid (364,732) (177,572)
Net cash flow from operating activities 103,826,724 73,389,261
CASH FLOWS FROM INVESTING ACTIVITIES - -
Purchase of investment securities - (40,000,000)
Receipts from sale of investment securities - 4,063,967
Purchase or Sale of debenture/bond - -
Purchase of property and equipment (621,928) (21,211,363)
Receipt from the sale of property and equipment 156,962 4,298,534
Purchase of intangible assets - -
Receipt from the sale of intangible assets - -
Purchase/sale of investment properties - -
Receipt from the sale of investment properties - -
Interest received 155,200 155,200
Dividend received 2,288,271 -
Net cash used in investing activities 1,978,505 (52,693,662)
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 30,043,601 3,762,600
Net cash from financing activities 30,043,601 3,762,600
Net increase (decrease) in cash and cash equivalents 135,848,830 24,458,199
Cash and Cash Equivalent From Acquisition - -
Opening balance of cash and cash equivalents 128,200,835 103,742,637
Effect of exchange rate fluctuations on cash and cash equivalents held - -
Closing Cash and Cash Equivalent 264,049,666 128,200,835
SD SD & Stamp SD SD & Stamp
Ritu Baniya Bishnu Regmi Chandra Man Maleku For L.S.P. & Associates
Finance Chief Executive Office Chairman Gopal Kumar Shrestha
External Auditor
SD SD SD
Teknath Dhakal Yasodha Adhikari Pukar Thapa
Director Director Director
SD SD

Ganesh Man Pradhan

Director
Date:

Balaram Paudel
Independent Director
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Narayani Development Bank Limited
Notes to Financial Statements
For the year ended on 31st Asadh, 2081

Reporting entity

Narayani Development Bank Limited (hereinafter referred to as "Bank") is district level class "B" licensed financial institution licensed by
Nepal Rastra Bank. It was initially registered as Narayani Audyogik Bikash Bank Ltd. and was renamed to Narayani Development Bank Ltd.
The Bank was declared problematic financial institution on 2070/12/27. After categorization as problematic institution the bank took
number of intiatives of revival including recovering of loans and advances and improving capital adequacy ratio. As a result the bank was
removed from the list of problematic financial institutions and NRB has withdrawn the restrictions imposed as problematic institution vide
letter no Bi.Bai.Su.Bi/Ni.Yo/077/78 dated 2077/04/21. The Bank is operating as district level development bank with the registered and
corporate office located at Ratna Nagar, Chitwan, Bagmati Pradesh, Nepal.

The Bank was incorporated under Companies Act 2053 as public limited company. The Bank is listed with Nepal Stock Exchange.
The Bank has resumed to accept deposits and lend loans and advances from 2077/04/21.

Basis of Preparation

Going Concern

The financial statements are prepared on a going concern basis, as the bank have the resources to continue in business for forseeable
future. In making this assignment, the Board of Directors have considered a wide range of information relating to present and future
conditions, including future projections of profitability, cash flows and capital resources.

Statement of Compliance
The financial statements have been prepared on a going concern basis and under historical cost conventions except where the standards
require otherwise. The financial statements of the group have been prepared in accordance with Nepal Financial Reporting Standards
(NFRS) developed by the Accounting Standards Board, Nepal (ASB Nepal) and pronounced for application by the Institute of Chartered
Accountants of Nepal (ICAN).

The Financial Statements comprise of Statement of Financial Position, Statement of Profit or Loss, Statement of Other Comprehensive
Income, Statement of Change in Equity, Statement of Cashflows and Notes to Accounts on the format prescribed by NRB Directive No. 4.

Reporting Period and Approval of Financial Statements

Reporting Period:

The Bank follows the Nepalese Financial year based on Nepali Calendar starting from 1st of Shrawan, 2080 and ending as on 31st Asadh,
2081. (17th of July, 2023 to 15th of July, 2024).

Approval of Financial Statements
The accompanied financial statements have been approved and authorised for issue by the Board of Directors in its meeting held on
of , 2081 and have been recommended for approval by shareholders in the Annual General Meeting.

Functional and Presentation Currency
The financial statements are presented in Nepalese Rupee, which is also the functional and presentation currency of the Bank. Figures are
rounded off to nearest Rupee, except, where otherwise stated.

Use of Estimates, Assumptions and Judgments

The NFRS requires the Bank to make estimates and assumptions that may affect the profit or loss, financial position and other details
provided in annual report. These assumptions are based on information available and judgment of management of the bank. Actual result
may be different than estimated and sometimes the effect may be material. Continuous evaluation is done on the estimation and
judgements based on historical experience and other factors, including expectations of the future events that are believed to be
reasonable. Revisions to accounting estimates are recognised prospectively.

The accounting estimates and effect of such estimates are disclosed in the relevant notes wherever the estimates have been applied along
with the nature and effect of change in accounting estimates, if any.

Reporting Pronouncement

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

However, the Institute of Chartered Accountants of Nepal (ICAN) vide its notice dated 10th November, 2020 and 18 July 2022 has resolved
that Carve-outs in NFRS with Alternative Treatment and effective period shall be provided to the Banks and Financial Institutions regulated
by NRB on the specific recommendation of Accounting Standard Board (ASB).

Changes in Accounting Policies

The accounting policies are applied consistently to all the periods presented in the financial statements, including the preparation of
opening NFRS compliant Statement of Financial Position as at 1st Shrawan, 2074 being the date of transition to NFRS.

New Standards and Interpretations not adapted.
Amendments in existing standards and interpretations issued by IASB after the pronouncement of NFRS have not been applied and shall be
adopted as and when made effective by ICAN/ASB Nepal.

NFRS 9 ‘Financial Instruments’-Impairment

AR o< 96 fafics | aiffe gfdded - 0¢o/o¢a ¥ 0¢a/0¢R



2.8

2.9

3.1

3.2

3.3

IFRS 9 ‘Financial Instruments’ was issued by the IASB in July 2014 and effective internationally for the financials beginning on or after 1
January 2018. Accounting Standard Board of Nepal (ASBN) endorsed NFRS 9 Financial Instruments with some exceptions, mainly in the
Impairment. Currently, Impairment is calculated as per carve out provided by ASB. The requirement of IFRS 9 is Expected Credit Loss
Model.

Expected Credit Loss Model (ECL) of Impairment

The Expected Credit Loss (ECL) model is a forwardlooking model. The ECL estimates are unbiased, probability-weighted, and include
supportable information about past events, current conditions, and forecasts of future economic conditions.

Under the general approach, IFRS 9 recognizes three stage approach to measure expected credit losses and recognized interest income.

Stage 1: 12-month ECL - No significantly increased credit risk Financial instruments that have not had a significant increase in credit risk
since initial recognition require, at initial recognition a provision for ECL associated with the probability of default events occurring within the
next 12 months (12-month ECL). For those financial assets with a remaining maturity of less than 12 months, a Probability of Default (PD)
is used that corresponds to the remaining maturity. Interest will be calculated on the gross carrying amount of the financial asset before
adiustina for ECL.

Stage 2: Lifetime ECL - Significantly increased credit risk in the event of a significant increase in credit risk since initial recognition, a
provision is required for the lifetime ECL representing losses over the life of the financial instrument (lifetime ECL).

Interest income will continue to be recognized on a gross basis.

Stage 3: Lifetime ECL - Defaulted Financial instruments that move into Stage 3 once credit impaired and purchases of credit impaired
assets will require a lifetime provision. Interest income will be calculated based on the gross carrying amount of the financial asset less ECL.

The standard NAS 39: Financial Instruments: Recognition and Measurement (equivalent to IAS 39 issued in 2013 before
update in 2018) recognized impairment of financial assets using an 'incurred loss model which assumes that all loans will be repaid until
evidence to the contrary (known as a loss or trigger event) is identified. Only at that point is the impaired loan (or portfolio of loans) written
down to a lower value. An entity has to assess at the end of each reporting period whether there is any objective evidence that a financial
asset or group of financial assets is impaired.

A non-optional carve out has been provided by ICAN till FY 2080/81 on the recommendation of ASB, Nepal BFIs, with respect to NFRS 9.
The Carve out has allowed the use of incurred loss model of impairment till aforementioned period.

Since the carve out/deferral is valid only till FY 2080/81 and NFRS 9 (2018) has already been pronounced by ASB, Nepal to be applicable
from 16th July 2021, the BFIs are required to adopt the ECL impairment model of NFRS 9. Since default is a lagging indicator of credit risk
and since classification of non-performing loans normally takes place after a borrower is overdue for more than 90 days, loan loss
provisions are presently made by banks with significant delays after the borrower may have started facing financial difficulties thereby
increasing the credit risk of BFIs. Generally, there will be a significant increase in credit risk before a financial asset becomes credit
impaired or an actual default occurs. As (ECL) Impairment model incorporates more forward looking approach and assesses significant
change in credit risk in determining impairment as against extant ‘incurred loss’ approach, the adoption of ECL model is expected to
enhance credit risk management and resilience of banks and financial institutions.

Management has therefore planned to fully implement ECL model from next fiscal year.

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

Going Concern
The financial statements are prepared on a going concern basis, as the Bank is satisfied that the Bank has the resources to continue in
business for the foreseeable future.

Standalone Financial Statements

The presented financial statements is the standalone financial statement of Bank. Bank does not have subsidiary, accordingly, preparation
of consolidated financial statement is not required.

Significant Accounting Policies
The significant accounting policies adopted by Bank while preparing financial statements are as follows:

Basis of Measurement:
The financial statements have been prepared on the historical cost basis, except for the following material items.

Item Basis of Measurement

Investment Securities through SOCI Fair Value

Employee Defined Benefit Obligation Accrued Amount as of reporting date.
Non-Banking Assets Cost

Loans to Employees Amortised Cost

Basis of consolidation
Bank does not have subsidiary companies, accordingly, consolidation of financial statements is not a requirement.

Cash and cash equivalent
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Cash and cash equivalent comprises of cash, demand deposit and short-term, highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value. In general, short term investments with original
maturity of up to three months are considered as cash equivalent. Cash and cash equivalent are presented at amortized cost on the
financial statements.

The Cash and Cash equivalents for the purpose of cash flow statement includes Cash in hand, balances with banks and financial
institutions, 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

Recognition

The Bank initially recognizes financial assets or financial liability in the Statement of Financial Position when, and only when, it becomes
party to the contractual provisions of the instrument. The Bank initially recongnises loan and advances, deposits and debt
securities/subordinated liabilities issued on the date that they are originated which is the date that the Bank becomes party to the
contractual provisions of the instruments. Investments in equity instruments, bonds, Government securities, NRB bond or deposit auction,
reverse repos, outright purchase are recognized on trade date at which the Bank commits to purchase/acquire the financial assets. Regular

wav niirchaca and cala Af finanrial accate ara rarnanizad nn cattlamant data

Classification and Measurement

Financial Assets: The classification and measurement of financial assets depend on how these are managed i.e. the Bank’s business
model and their contractual cash-flow characteristics. Based on these factors, financial assets are classified on following three categories as
required by NFRS 9 namely:

i) At Amortized Cost
i) At Fair Value through Profit or Loss (FVTPL)
iii) At Fair Value through Other Comprehensive Income (FVTOCI)

i) At amortized cost: Financial assets at amortized cost are non-derivative financial assets with fixed or determinable payments for which
the Bank has intent and ability to hold till maturity. They are initially measured at fair value plus any directly attributable transaction cost.
Subsequent to initial recognition, such financial assets are measured at amortized cost using effective interest rate method less any
impairment losses.

if) At fair value through profit or loss: Financial assets are classified at fair value through profit or loss if the Bank manages such
instruments and makes purchases and sales decisions based on its fair value. Attributable transaction costs and changes in fair value are
taken to profit or loss.

iii) At fair value through other comprehensive income: Financial assets at FVOCI are non-derivative financial assets that are not
classified in any of the above category. Financial assets at FVOCI are measured at fair value. Subsequent to initial recognition, financial
assets are measured at fair value, as far as such fair value is available, and changes therein are recognized in other comprehensive income
and presented in the fair value reserve in equity. Bank has opted to classify the investment made in shares as financial assets at FVOCI on
initial recoanition.

Financial Liabilities: Bank classifies its financial liabilities, other than financial guarantee and loan commitments, as measured at amortized
cost or fair value through profit or loss. Financial liability is measured initially at fair value, or an item not at fair value through profit or loss,
at transactions costs that are directly attributable to its acquisition or issue.

De-recognition

Financial Assets

Financial assets are partially or fully de-recognized in any of the following condition:

- termination of contractual rights to cash flow

- upon transfer of contractual cash flows in a transaction in which substantially all of the risk and rewards of the ownership of the financial
assets are transferred or in which the Bank neither transfer nor retains substantially all of the risk and rewards of the ownership and it does
not retain control of the financial assets.

On derecognition of a financial assets, the difference between the carrying amount of the assets (or the carrying amount allocated to the
portion of the assets derecognized) and the sum of (i) the consideration received (including any new assets obtained less any new liability
assumed) and (ii) any cumulative gain or loss that had been recognized in OCI is recognized in statement of profit or loss.

Financial Liabilities
Upon settlement or termination of any liability related to financial liability, financial liability is de-recognized. The difference between
carrying amount and settlement amount is accounted through statement of profit or loss.

Determination of fair value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Fair value is initially considered based on quoted rate where the assets or liabilities are principally
transaction, in the absence of which the most advantageous market is the active market.

When available, the Bank measures the fair value of an instrument using the quoted price in an active market for that instrument. The
market is regarded as active if transactions for the assets or liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis.

Fair Value Hierarchy
Assets and liabilities carried at fair value or for which fair values are disclosed have been classified into three levels according to the
observability of the significant inputs used to determine the fair values.

Level 1: Fair value is determined based on quoted price of financial instruments in active market.
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Level 2: Fair value is determined based on quoted price of similar financial instruments within consideration to significant observable inputs.

Level 3: Fair value is determined used using other method as the inputs for valuation are unobservable inputs for the asset or liability. Bank
has used its own data (accounting value) and considered if there exists factors that would otherwise result in changes to the book value of
assets or liabilities for this level of valuation.

Impairment

The Bank reviews its individually significant loans and advances at each reporting date to assess whether an impairment loss should be
provided in the Statement of Profit or Loss The Management's judgement is extensively used in the estimation of the amount and timing of
future cash flows when determining the impairment loss. These estimates are based on assumptions about a number of factors and hence
actual results may differ, resulting in future changes to the provisions made.

The individual impairment provision applies to financial assets evaluated individually for impairment and is based on Management's best
estimate of the present value of the future cash flows that are expected to be received. In estimating these cash flows, Management makes
judgements about the number of factors including a borrower's financial situation and the net realisable value of any underlying collateral
Top borrowers and loans classified as non-performing assets as per NRB norms forming part of 25% of the portfolio are tested for individual
impairment. Each impaired asset is assessed on its merits to estimate the recoverable amount of cash flows.

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

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

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

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

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

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

A collective impairment provision is established for:

e groups of homogeneous loans and advances and Investment securities which are held-to-maturity, that are not considered individually
significant, and

e groups of assets that are individually significant but that were not found to be individually impaired.

The collective impairment is carried using the statistical modelling such as historical trends of probability of defaults, timings of recoveries,
and current economic and market conditions which may warrant for the loss being greater than the suggested by the historical trends.

For the purpose of collective assessment of impairment bank has categorized assets into following broad products as
follows:

e Home Loan

e Hire Purchase Loan

e Personal Loan

¢ Business Loans

e Small & Micro Credit (SMEs)

Carve out adopted for assessment of impairment charge The Bank has opted to apply carve out on impairment of loans and receivables.
Accordingly, individual and collective impairment loss amount calculated as per NFRS is compared with the impairment provision required
under NRB directive no. 2, higher of the amount derived from these measures is taken as impairment loss for loans and receivables.

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 the porfolio 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 recognised 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 transactions costs taken to profit
and loss. Subsequent changes in their fair values are recognised in profit or loss. Bank do not have trading assets during the reporting
period.

Derivatives 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
subsequently remeasured to fair value at each reporting date. Bank do not have any derivative instruments during the reporting period.

Property and Equipment
Non-financial tangible assets that are held for service providing to customers and for administrative use of the Bank are classified as
Property and Equipment.

Recognition
Property and Equipment are recognized in books whenever it is probable that future economic benefits associated with such assets will flow
to the entity and the amount of assets can be reliably measured.

Measurement

At initial recognition, items of property and equipment are measured at cost. Cost includes the purchase price and other directly
attributable costs as well as the estimated present value of any future unavoidable costs of dismantling and removing items. The
corresponding liability is recognized within provisions. Subsequent expenditure is capitalized only when it is probable that future economic
benefits associated with the expenditure will flow in to the Bank. Ongoing repair and maintenance are expensed off as incurred.

AR e 96 s | aiffe gfdded - 0¢o0/o¢a ¥ 0¢a/0¢R

<3



3.8

3.9

Q¥

Subsequent to the initial measurement, there is option to measure the assets either on cost or on revaluation. Bank has measured all items
at cost on subsequent measurement. On transition to NFRS, the Bank has elected to continue with the carrying value of all of its property
and equipment measured as per the previous NAS.

Derecognition

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

Capital Work in Progress

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

Salvage Value

The Bank has assessed the salvage value of all property, plant and equipment considering the expected realizable value on the end of life
of such assets.

Depreciation

Depreciation is charged upon the assets is available for use and does not cease until the assets is disposed off, classified as held for sale or
ceases to generate economic benefits.

Freehold land is not depreciated. Depreciation on assets under construction does not commence until they are complete and available for
use. Depreciation is provided on all other items of property and equipment so as to write-off their carrying value over the expected useful
economic lives.

Depreciation is calculated as per Income Tax Act.

Goodwill and Intangible assets

Goodwill

Goodwill arises on the acquisition financial institutions when the aggregate of the fair value of the consideration transferred exceed the
amount of the identifiable assets and liabilities acquired. If the amount of the identifiable assets and liabilities acquired is greater, the
difference is recognized immediately in the Statement of profit or loss.

Goodwill is allocated to cash generating units (CGU) at the lowest level at which goodwill is monitored for internal management process.
Impairment testing is performed annually, and whenever there is an indication that CGU may be impaired. If the present value of expected
cash inflows is less than carrying amount, impairment loss is recognized and accounted through Statement of Profit or Loss. Goodwill is
stated at cost less accumulated impairment losses.

Acquired Intangible Assets
Intangible assets are recognized whenever the cost of assets can be reliably measured, by the past experience it is demonstrated Bank has
control over such assets for the specified period and it is probable that future economic benefits could be derived from such assets.

Computer Software
Computer software are capitalized on the basis of the purchase cost of software or license and costs incurred to bring it to use. Cost of
internally developed software includes directly attributable costs.

Intangible assets are amortized over the period of its estimated use, or incase of licenses, over the period of contractual right of use.
Whenever there is no specific life or license period, such software are amortized over the period of five years.

At each reporting date, impairment test of intangible assets is done in order to oversee whether the carrying amount exceeds recoverable
amount. Impairment loss is charged to Statement of Profit or Loss.

Investment Property

Investment properties are land or building or both other than those classified as Property, Plant and Equipment under NAS 16-"Property,
Plant & Equipment" and assets classified as Non-Current Assets Held for Sale under NFRS 5- "Non-Current Assets Held for Sale and
Discontinued Operations" held either to earn rental income or for capital appreciation or for both but not for sale in the ordinary course of
business, use in the supply of services or for administrative purpose.

Land & Building acquired as Non-Banking Assets are recognized as Investment Property as per NRB Directives. The Investment property
has been measured at the lower of outstanding amount or fair value of collateral at the date of recognition.

Investment Properties are initially measured at cost, including transaction costs. Subsequently all investment properties are reported at fair
value with any gains or losses in fair value reported in the statement of profit and loss as they arise. No depreciation is charged in
investment nronertv ac thev are nat intended far the nwner-ncciinied 1ice

Income tax
Income tax expenses include current tax, deferred tax and any adjustments recognized in the period for current tax of prior periods.

Current Tax
Current tax is the amount of income tax payable in respect of taxable profit. This is calculated as per the provisions of Income Tax Act with
the effective tax rate for current period. Taxable profit differs from the profit reported in the statement of profit or loss, because some item
of income or expense are taxable or deductible in different years or may never be taxable or deductible. Income tax rate applicable for
Bank is 30% .

Deferred Tax

Deferred tax is calculated using balance sheet approach on temporary differences between tax base of assets and liabilities and carrying
amount in the financial statements. Deferred tax is calculated using known future tax rate on each reporting date.
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Deferred tax is recognized when it is probable that future taxable profit will be available to adjust the impact of temporary differences.
Changes in deferred tax over period is recognized as deferred tax income/expenses in Statement of Profit or Loss.

Income tax on items of OCI
Income tax arising on the items of other comprehensive income is charged to statement of OCI itself.

Deposits, debt securities issued and subordinated liabilities

a. Deposits

Deposits by banks & customers are financial liabilities of the bank as there is no obligation to deliver cash or financial assets bck to the
depositing bank or customer and are initially recognised at fair value, plus for those financial liabilities not at fair value through profit and
loss. The transaction price is considered as the fair value for measuring the deposits.

b. Debt Securities Issued

Debt securities are initially measured at the fair value less incremental direct cost and subsequently at their amortised cost using effective
interest method except where the bank designates liabilities at fair value through profit or loss. Bank do not have any debt securities issued
at the reporting period.

c. Subordinated Liabilities

These are the liabilities subordinated, at the event of winding up, to claims of depositors, debt securities issued and other creditors. It shall
include redeemable preference shares, subordinated notes issued, borrowings, etc.

Provisions

Provision is a liability with uncertain timing and event. Provision is recognized if as a result of a past event, the group has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at the pre-tax rate that reflects current market
assessment of the time value of money and the risks specific to the liability. The unwinding of the discount is recognized as finance cost.

The institution has deposit in Crystal Finance Limited amounting to Rs. 20,673,874.31. The institution is declared crisis ridden financial
institution by the NRB. In view of this provision is made for the balance in the Crystal Finance.

Particulars Amount
Receivable from Crystal Finance 304,949
Provision for Bank Balance(Crystal Finance) 304,949

Contingent Liabilities: Contingent liabilities are i) possible obligations arising from past events whose existence will be confirmed on
happening or not happening or uncertain future events not wholly within the control of Bank, or ii)a present obligation arising from past
events but are not recognized because outflow of resources to settle may not be required or such amount can not be reliably estimated.

Contingent liabilities are separately disclosed in financial statements.

Revenue Recognition
Revenue is recognized to the extent that it is possible that the economic benefits will flow to Bank and the consideration can be reliably
measured. The following specific recognition criteria shall also be met for revenue recognition.

Interest income

For all financial instruments measured at amortized cost and interest-bearing financialassets through other comprehensive income interest
income or expense is recorded using the Effective Interest Rate (EIR). EIR is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying
amount of the financial asset or financial liability. The calculation of effective interest rate includes all charges and fee paid or received that
are integral part of the effective interest only if considered necessary. Such a charges are not amortized over the life of the loan and
advances as the income so recognized closely approximates the income that would have derived under effective interest method and are
recognised directly in statement of profit and loss.

The interest income recognised in the statement of profit and loss includes the following:

# Interest income on financial assets measured at amortized cost calculated on an effective interest rate method, except for impaired loans
and advances. These financial assets include investment in government securities, investment in NRB Bond and deposit instruments,
reverse repos, interbank lending, etc.

# As per carve out on NAS 39 Para 9, the Bank has not included the fees and paid or received in loans and advances that are immaterial or
impracticable todetermine reliably the effective interest rate and have recognized them directly
as revenue in the Statement of Profit or Loss.
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# As per carve out on NAS 39 AG 93, the Bank has applied the effective interest rate to the gross carrying amount of a financial asset
unless the financial asset is written off either partially or fully.

# Interest on investment securities is calculated on effective interest rate.

# Income on discounted instruments like bills purchased, documents negotiation is recognized over the period of discounting on accrual
basis using effective interest rate.

# Interest income on all trading assets are considered to be incidental to the Group’s trading operations and are presented together with all
other changes in fair value of trading assets and liabilities in net trading income.

# The group has adopted the following criterion in to suspend the interest income where there is reasonable doubt about the collectability
of the interest:

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

ii. Loans against which individual impairment as per NAS 39 or life time impairment as per NFRS 9 has been made;

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

iv. Loans where contractual payments of principal and/or interest are more than 12 months in arrears, irrespective of the net realizable
value of collateral;

v. Overdrafts and other short-term facilities which have not been settled after the expiry of the loan and even not renewed within 3 months
of the expiry, and where the net realizable value of security is insufficient to cover payment of principal and accrued interest;

Interest Income from Loans and advances to customer is recognized by following Effective interest method and provision has been created
for the differential interest income between two bases(cash and accrual) of accounting to Regulatory Reserve. AIR from loss loan is
excluded from interest income. AIR amounting to is booked as interest income and regulatory reserve has been created for the same as
well.

Fee and commission income

Fees and commissions are generally recognized on an accrual basis when the service has been provided or

significant act performed. the fees and commission income and expense that are integral to the effective interest rate on the financial
assets and financial liability are included in the measurement of the effective interest rate. Bank has opted to use carve-out as mentioned
in Note 2.1.1 (c) on this matter and accounted all realized fee and commission income upfront.

Commission on guarantees issued that are for more than one year are immediately accounted as income. If the period of guarantee is
more than one year, then proportionate amount of fee is accounted as income.

Dividend income
Dividend income is recognized when the right to receive dividend is established i.e. dividend is approved by general meeting of companies.

Dividend income if related to period earlier than the date of acquisition of shares and it amount related to pre and post acquisition could be
segregated, then the pre-acquisition period dividend is adjusted to cost of investment.

Net trading income
Income derived from buying/selling of assets and liabilities classified as for trading purpose are accounted as net trading income. Gain and
loss on trading assets and liabilities are recognized on mark to market basis and not on realization basis.

Other Operating Income
Income other than interest, fees & commission and trading income are accounted as other operating income. This primarily comprises of
changes in foreign exchange rate, dividend income, gain on disposal of non-financial assets etc.

Interest expense
Interest on deposit accepted from customer and borrowings of the bank are accounted on accrual basis.

Employees Benefits

Employee expenses includes the amount paid to employees of bank in respect of their service. Payment in respect of services are for the
current service and long term benefits. Long term benefits are in the form of defined contribution plan and defined benefit plan. Expenses
under defined contribution plan are accounted as they incur and on defined benefit plan as per accrual on reporting date.

Short term employee benefits include salary, allowance, encashment of unused leave, provident fund, annual bonus based on profit of
the Bank, subsidized loans etc. These are provided as the services are rendered by the employees and measured on undiscounted amount
of payment made.

Long term employee benefits include accumulated leave not encashed during service period. These are generally paid on retirement or
termination of service of the employee.

Employee benefits are provided as per Employee Service Regulation of the Bank.

Leases

The Bank has applied NFRS 16 Leases for accounting of operating lease from 1st Shrawan 2078 replacing NAS 17 Leases.
As a lessee

The Bank recognizes a right-of-use asset and a lease llability at the lease commencement data. The right-of- use asset is initially measured
at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or before the commencement
date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset of the site on which it is located, less any lease incentives received.
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3.17

3.18

3.19
3.19.1

3.19.2

a)

b)

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

The lease liablity is initially measured at the present value of the lease payments that are not paid at the commencement date, discounted
using the interest rate implict in the lease or, if that rate cannot be readily determined, the Bank's incremental borrowing rate. Generally,
the Bank uses its cost of fund rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the following:
 fixed payments, including in-substance fixed payments

» Variable lease payments that depend on an index or a rate, intiaily measured using the index or rate as at the commencement date

e Amounts expected to be payable under a residual value guarantee, and

The lease liability is measured at amortized cost using the effective interest method. It is remeasured when there is a change in future
lease payments arising from a change in an index or rate, if there is a change in the Bank's estimate of the amount expected to be payable
under a residual value guarantee, or if the Bank changes its assessment of whether it will exercise a purchase, extension or termination
option.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-use asset or
is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

Short-term leases and leases of low-value assets

The Bank has elected not to recognize right-of-use assets and lease liabilities for short-term leases of machinery that have a lease term of
12 months or less and leases of low-value assets le. not be affected by the size, nature, or circumstances of the lessee.

Bank has subject to adjust the calculation made to Right ogf Use Assets as well as lease liability calculated under NFRS 16. The adjustment
have been made in the respective heads and sub heads as well as retained earnings.

Foreign Currency Transaction
The financial statements are presented in Nepalese Rupees which is the functional and presentation currency of the Bank.

Transaction in foreign currencies are initially recorded in the relevant functional currency at the rate of exchange prevailing on the date of
transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated into the functional currency at the
rate of exchange prevailing on that date. The foreign currency gain or loss on monetary items is the difference between the amortized cost
in the functional currency at the beginning of the year, adjusted for effective interest and payment during the year and the amortized cost
in the foreign currency translated at the rate of exchange at the reporting date.

Non monetary assets and liabilities that measured at fair value in a foreign currency are translated into the functional currency at the rate
of exchange prevailing at the date on which the fair value is determined. Non monetary items that are measured based on historical cost in
the foreign currency are translated using the rate of exchange on the date of transactions. The resulting exchange gain or loss differences
are generally recognized in Profit or Loss.

Financial guarantee and loan commitment

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

Liabilities arising from financial guarantees or commitments to provide a loan at a below -market interest rate are initially measured at fair
value and the initial fair value is amortized over the life of the guarantee or the commitment. The liability is subsequently carried at the
higher of this amortized amount and the present value of any expected payment to settle the liability when a payment under the contract
has become probable. Financial guarantees and commitments to provide a loan at a below market interest rate included within other
liabilities.

Share Capital and Reserves

Share Capital

Equity share capital is financial instruments issued by the company only to the extent that they do not meet the definition of financial
liabilities.

All the issued shares are paid up and are listed with Nepal Stock Exchange for the purpose of trading by shareholders. All shares have right
to vote on the basis of no. of shares hold. Bank does not have shares of other kind other than ordinary shares.

Reserves
Bank has created various types of reserves as part of regulatory requirement.
General Reserve

General reserve is the statutory reserve. In this reserve, the amount transformed from appropriation of net profit according to the Banks
and Financial Institutions Act, 2073 shall be included. No type of dividend (cash or bonus share) shall be distributed from the amount in
general/statutory reserve. Approval of NRB shall be required in order to use the amount in this reserve.

Exchange Equalization Reserve
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d)

e)

f)

9)

h)

k)

R5

Exchange equalization reserve is a statutory reserve. A bank which has earned foreign exchange revaluation gain on foreign currency other
than India currency has to allocate 25 percent of such revaluation gain to this reserve as per provision of the Bank and Financial Institution
Act. Any amount allocated to exchange equalization reserve as per the provision of the Bank and Financial Institutions Act, shall be
presented under this headina.

Corporate Social Responsibility (CSR) Reserve
In line with clause 16 of Directive 16/075, Bank is required to allocate 1% of its net profit for the year for CSR and is required to create
CSR Reserve. NRs. 5,000 has been expensed off as prescribed in the directive in this fiscal year.

Particulars 2078/79 2079/80 2080/81 |Remarks
Total amount deposited in Corporate Social Responsibility 9,399 9,399 9,399 9,399
Details of expenses

Expenditure on social proiects

Financial Literacy

Direct Grant Expenditure

Sustainable Development Goals

Expenses directly incurred by banks and financial institutions for
easy supply of oxygen cylinders, oxygen concentrators, life-
saving vaccines, medicines, etc., and expenses (according to
the actual bill) for the employees working in the organization to
be protected from global epidemics.

Child Day Care Centre Related

Grants given and expenses incurred to Orphanages,
Kinderaartens and Old Aae Homes

Expenditure under Open Account Campaign, 2076

Spending amount up to Rs. 100 (literally one hundred only) per
account deposited on behalf of banks and financial institutions in
the remittance savings account of Nepalis going for foreign
emnlovment

Up to 5 percent of the expenses incurred from the said fund will
be spent for the promotion of electronic transactions.

Other expenses

Total Expenditure (5,000)
Amount owed to Corporate Social Responsibility Fund 9,399 9,399 4,399 4,399

Regulatory Reserve
The amount to this reserve has been allocated from profit/retained earnings as per the Directive of NRB for the purpose
of implementation of NFRSs and is not regarded as free for distribution of dividend. Details are as presented under:

Regulatory Reserve Comprises of Following

Particulars Amount
Interest Income On NFRS 281,217
Deferred Tax Assets 38,787,446
Fair Value reserve 976,931
Provision for NBA transferred to Reqgulatory Reserve 8,997,117
Total 49,042,711

Capital Reserve

The capital reserve represents the amount of those reserves which are in nature of capital and which shall not be available for distribution
of cash dividend. The amount from share forfeiture due to non-payment of remaining amount for the unpaid shares, capital grants received
in cash or kind, capital reserve arising out of merger and acquisition etc. should be presented under this heading.

Fair Value Reserve

The fair value reserve comprises the cumulative net change in the fair value of financial assets that are measured at fair value and the
changes in fair value is recognized in other comprehensive income, until the assets are derecognized. The cumulative amount of changes in
fair value of those financial assets shall be presented under this account head.

Actuarial Gain Reserve
This reserve is for presenting the OCI component of defined benefit obligations. This is not an actual reserve.

Special Reserve
In line with circular no. 12/072/073, the interest capitalized on loan that have been restructured or rescheduled because of the borrower
facing difficulty resulting from earthquake in 2072 is kept in this reserve. The reserve is required to be maintained till the loan is settled.

Assets Revaluation Reserve

Any reserve created from revaluation of assets (such as Property & Equipment, Intangible Assets, Investment Property) shall be presented
under this heading. Revaluation reserves often serve as a cushion against unexpected losses but may not be fully available to absorb
unexpected losses due to the subsequent deterioration in market values and tax consequences of revaluation.

Capital Redemption Reserve
This head shall include the statutory reserve created for making payment towards Redeemable Non-Convertible Preference Shares.

Dividend Equalization Reserve
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3.19.3

3.19.4

3.20

3.21

3.22

3.23

For the purpose of maintaining uniformity in dividend payment, certain amount of profit during the year of profit making may be
transferred shall be presented under this account head. Dividend may be distributed by debiting this account with the approval of the Board
of Directors and endorsed by the General meeting.

Investment Adjustment Reserve

It is a regulatory reserve created as a cushion for adverse price movements in bank's investments as directed by the Directives of Nepal
Rastra Bank.

Capital Adjustment/ Equilization Fund

Calls in advance towards subscription to sharecapital and amount set aside for increasing the capital of the institution to fullfill minimum
capital requirement are presented under this head.

Employee training fund

The Bank and Financial Institution are required to allocate and spent atleast 3% of the previous year salary and allowances for the staff skill
development as per Directive 6 of the Nepal Rastra Bank Directives. In case the allocated amount isn't spent, the same has to be carried

forward to the next financial year in a Staff SkillDevelopment Fund. In line of this requirement, the movement on the Skill Development
Fund is as follows:

Particulars 2080/81 2079/80

Opening Staff Training Fund 296.288 296,288
3% of the previous year salary and allowances 394,657 560,273
Total amount incurred for employee training and skill 447,305 310,572

Excess/(Deficit) amount incurred for employee training and skill - -
development program

Staff Skill Development Fund carried forward to next 296,288 249,701

year

Share Premium
The amount of money collected on issue of shares in excess of its face value shall be presented under this heading. The outstanding
amount in this account shall not be considered eligible for distribution of cash dividend.

The amount of money NRs. 10,101,374.15 in share premium belongs to the excess face value collected during right auction made by the
bank from 2078.12.10 to 2078.12.17. The details is presented below:

Particulars 2078.79
No. Amount
(NRs.)

Promoter Kitta 131,998 15,687,575
Public Kitta 13,651 6,022,011
Total 145,649 21,709,586
Face Value of the shares (@100 per kitta) 145,649 14,564,900
Excess transferred to share premium account 7,144,686
Opening share premium amount if any 2,956,688
Closing share premium accounted for the vear 10,101,374

Retained Earning

The accumulated profits which has not been distributed to shareholders and has been ploughed back in the licensed institutions' operations
and is free for distribution to the shareholders is be presented under this heading. There is no unrealised gain on sale of investment during
Ashadh end 2080.

Earning per share including diluted
The Bank measures earning per share on the basis of the earning attributable to the equity shareholders for the period. The number of
shares is taken as the weighted average number of shares for the relevant period as required by NAS 33 Earnings per Share.

Segment reporting

Segment has been segregated based on the management function of bank and accordingly, the seven states of Nepal are considered as
the segments. Income and expenses directly related to such segments are reported. Assets and liabilities specific to those are presented as
segment assets and liabilities. Income tax is not segregated.

Events after Reporting Date
These are the events occurring between the reporting date and up to the date of approval of financial statements which are either
adjustable or unadjustable.

Adjustable events are adjusted in the presented financial statements. There are no events that require additional disclosure in the financial
statements.

Account Receivables

The followina account receivables on which 100% provison has been made is shown net of provision
in the financial statements.

Particulars Amount

Receivable from Crystal Worldwide Money Transfer 6,012,551
Interest Receivable from Crystal Worldwide Monev Transfer 2,134,306
Receivable from Crystal Finance 304,949
Receivable from Dibva Kumar Shrestha 70,091,173
Total 78,542,979

The outstanding amount associated to crystal finance has been recovered amounting to NRs. 20,368,925.72. Consequently, this provision
recognised in the financial statement for this receivable amount has been withdrawn during the reporting period.
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Narayani Development Bank Limited
Notes to Financial Statements

Cash and cash equivalent 4.1
Particulars Current Year Previous Year
Cash in hand 18,783,923 15,756,710
Balances with B/FIs 245,265,743 112,444,126
Money at call and short notice -
Other -
Total 264,049,666 128,200,835

Cash and cash equivalents includes the cash, bank balance at Banks & Financial Instititutions and is carried at
amortised cost. The cash and balance with BFIs are maintained to manage liquidity at branch level. Cash at vault

and cash in transit are adequately secured for physical losses.

Due from Nepal Rastra Bank 4.2
Particulars Current Year Previous Year
Statutory balances with NRB 48,488,766 40,879,280
Securities purchased under resale agreement -
Other deposit and receivable from NRB -
Total 48,488,766 40,879,280

Statutory balance with NRB represents the balance maintained for regulatory cash reserve ratio required by the

Nepal Rastra Bank.

Placements with Bank and Financial Institutions

4.3

Particulars

Current Year

Previous Year

Placement with domestic B/FIs
Placement with foreign B/FIs
Less: Allowances for impairment

Total

Bank do not have any placements related to Domestic and Foreign Banks & Financial Institutions.

Derivative financial instruments

4.4

Particulars

Current Year

Previous Year

Held for trading

Interest rate swap
Currency swap

Forward exchange contract
Others

Held for risk management
Interest rate swap
Currency swap

Forward exchange contract
Other

Total

Other trading assets

4.5

Particulars

Current Year

Previous Year

Treasury bills
Government bonds
NRB Bonds
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Narayani Development Bank Limited
Notes to Financial Statements

Domestic Corporate bonds - -
Equities - -
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 the portfolio that is managed together for short-term profit as presented under this head. Bank do not have
any investment under this heading for the reporting period.

Loan and advances to B/FIs 4.6

Particulars Current Year Previous Year

Loans to microfinance institutions - -
Other - -
Less: Allowances for impairment - -

Total - -

Loans and advances disbursed to Banks & Financial Institutions are presented under this head. Currently, Bank

haven't disbursed any loans and advances to Bank & Financial Institutions.

4.6.1: Allowances for impairment

Balance at Sawan 1 Current Year Previous Year

Impairment loss for the year:
Opening - -
Charge for the year - -
Recoveries/reversal - _
Amount written off

Balance at Asar end - -

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

Loans and advances to customers 4.7
Particulars Current Year Previous Year
Loan and advances measured at amortized cost 408,782,570 552,957,263
Less: Impairment allowances
Collective impairment 4,635,944 8,642,914
Individual impairment 139,749,612 134,019,982
Net amount 264,397,015 410,294,367
Loan and advances measured at FVTPL
Total 264,397,015 410,294,367

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

Loans and advances are presented net of impairment allowances as per Directive No. 2 issued by Nepal Rastra
Bank. Impairment as per NRB directives for each of the above periods is higher than the impairment as per para 5
of the Alternative treatment and its application guideline provided in the carve out for implementation of NFRS 9 by
ICAN dated 2079.04.02. Hence, impairment allowance as per NRB Directives is considered in the Financial
Statements.
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Narayani Development Bank Limited
Notes to Financial Statements

Impairment in loans and advances to BFIs and loans and advances to customer are as per NRB directive no.2 NPR
144,384,872/- which is higher than total impairment as per NFRS 9. As per NFRS 9 impairment are NPR
20,119,568/~ for the FY 2080.81.

Provided below is the impairment calculated as per NFRS:

We have selected around 30% of our outstanding loan for individual impairment test. The market value of collateral
on valuation date was subjected to haircut to arrive at adjusted fair value of collateral on each reporting date and if
the adjusted fair value is less than outstanding amount, individual impairment is considered along with other factors
like repayment history of borrower, credit rating, additional information of customer regarding financial capability,
restructuring/rescheduling of loan, etc. Collective assessment has been done using past default rate (probability of
default) and a calculated percentage for non- recovery (loss given default) and the rates have been used to
calculate impairment allowance asper NAS 39 using incurred loss model.

Particulars Current Year Previous Year
Individual impairment 17,885,502 10,164,965
Collective impairment 2,234,066 4,626,269
Total 20,119,568 14,791,234
Loan classification and impairment allowance as per NRB Directive 2 is as follows:
Particulars Current Year Previous Year
Performing loan 217,490,750 397,988,930
Good 179,107,971 304,230,601
Watchlist 30,815,994 93,758,329
Restructured Loan 7,566,785 -
Non-performing loan 188,299,190 149,604,319
Substandard 37,745,599 18,042,995
Doubtful 42,488,462 6,170,088
Loss 108,065,128 125,391,236
Total 405,789,940 547,593,249
Add: loan to employees 1,003,853 1,032,953
Net AIR 1,988,778 4,331,061
Total loan 408,782,570 552,957,263
Impairment allowance
Performing loan 4,635,944 8,642,914
Good 2,149,296 3,954,998
Watchlist 1,540,800 4,687,916
Restructured Loan 945,848 -
Non-performing loan 139,749,612 134,019,982
Substandard 9,436,400 4,510,749
Doubtful 21,244,231 3,085,044
Loss 109,068,981 126,424,189
Additional - -
Total 144,385,555 142,662,896

Loans and Advances to BFIs as well as to individual borrowers has been carried at amortised cost and includes

accrued interest receivable amounting NRs. 3,527,011.

4.7.1 Analysis of Loans and advances By product

Trust receipt/Import loans

Product Current Year Previous Year
Term loans 79,651,567 113,140,457
Overdraft 83,728,183 120,119,707
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Narayani Development Bank Limited
Notes to Financial Statements

Demand and other working capital loans

Personal residential loans 26,022,415 39,250,686
Real estate loans - 5,245,500
Margin lending loans - -
Hire purchase loans 25,586,016 33,779,436
Deprived sector loans 368,836 16,991,489
Bills purchased - -
Staff loans 99,102 -
Service Loan 9,908,608 10,023,483
Industrial Loan - -
Agriculture Loan 21,294,103 21,636,483
Commercial Loan 152,400,994 171,234,835
Loan Against FDR 2,700,000 7,405,032
Loan Against Share - 6,044,249
Investment on Sworojgar 2,721,890 2,721,890
Other 1,308,225

Sub total 405,789,940 547,593,249
Loans to employees 1,003,853 1,032,953
Accrued Interest receivable 1,988,778 4,331,061
Grand total 408,782,570 552,957,263

4.7.2: Analysis of loan and advances - By Currency

Currency

Current Year

Previous Year

Nepalese rupee
Indian rupee
United State dollar
Great Britain pound
Euro

Japanese yen
Chinese yuan
Other

408,782,570

552,957,263

Total

408,782,570

552,957,263

4.7.3: Analysis of loan and advances - By Collateral

Collateral

Current Year

Previous Year

Secured

Movable/immovable assets

Gold and silver

Guarantee of domestic B/Fls
Government guarantee

Guarantee of international rated bank
Collateral of export document
Collateral of fixed deposit receipt
Collateral of Government securities
Counter guarantee

Personal guarantee

Other collateral

406,060,680

2,721,890

513,878,656

2,721,890

Subtotal

408,782,570

516,600,546

Unsecured

36,356,718

Grant Total

408,782,570

552,957,263
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Narayani Development Bank Limited
Notes to Financial Statements

4.7.4: Allowances for impairment

Particulars

Current Year

Previous Year

Specific allowances for impairment
Balance at Sawan 1

134,019,982

52,861,762

Impairment loss for the year:

Charge for the year

Recoveries/reversal during the year
Write-offs
Exchange rate variance on foreign currency
Other movement
Balance at Asar end
Collective allowances for impairment
Balance at Sawan 1
Impairment loss for the year:
Transfer On Merger and Acquisition
Charge/(reversal) for the year
Exchange rate variance on foreign currency
Other movement

5,729,630

139,749,612

8,642,914

(4,006,971)

81,158,220

134,019,982

4,593,306

4,049,607.83

Balance at end 4,635,944 8,642,914
Total allowances for impairment 144,385,555 142,662,896
Investment Securities 4.8
Particulars Current Year Previous Year
Investment securities measured at amortized cost 4,000,000 4,000,000
Investment in equity measured at FVTOCI 43,153,554 43,427,610
Total 47,153,554 47,427,610

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.

4.8.1: Investment securities measured at amortized cost

Particulars

Current Year

Previous Year

Debt securities

Government bonds

Government treasury bills

Nepal Rastra Bank bonds

Nepal Rastra Bank deposits instruments
Other

Less: specific allowances for impairment

4,000,000

4,000,000

Total

4,000,000

4,000,000

Government bond consist of Development Bond issued by NRB.
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Narayani Development Bank Limited

Notes to Financial Statements

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

Particulars

Current Year

Previous Year

Equity instruments

Quoted equity securities 43,153,554 43,427,610
Unquoted equity securities - -
Total 43,153,554 43,427,610
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Narayani Development Bank Limited

Notes to Financial Statements

Current tax assets

4.9

Particulars

Current Year

Previous Year

Current tax assets

Current year income tax assets
Tax assets of prior periods
Current tax liabilities

Current year income tax liabilities
Tax liabilities of prior periods

10,344,772
10,344,772

9,980,040
9,980,040

Total

10,344,772

9,980,040

Current Tax Assets includes Tax Deducted at Source (TDS) by several parties on behalf of the

Bank.

Investment in subsidiaries 4.10

Particulars Current Year Previous Year

Investment in quoted subsidiaries - -

Investment in unquoted subsidiaries - -

Total investment - -

Less: Impairment allowances - -

Net carrying amount - -
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Narayani Development Bank Limited
Notes to Financial Statements

4.12 Investment properties

Particulars

Current Year

Previous Year

Investment properties measured at fair value
Balance as on Sawan 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 Sawan 1

Addition during the year 14,281,137
Disposal during the year

Adjustment/transfer

Accumulated depreciation

Accumulated impairment loss

Net amount 14,281,137
Total 14,281,137
Note 4.12.1: Investment property comprise the following

Own Land

Non-Banking Assets 14,281,137
Total 14,281,137

Note 4.12.2: Details of Non Banking Assets:

Borrower's or Party's Name & Address Current Year Previous Year
Raj Kumar Mahato 2,639,637
Kalika Krishi Machhapalan Tatha Pashupanchi Farm 4,841,500
Shila Fancy And Cosmetic 6,800,000
Total 14,281,137
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Goodwill and Intangible Assets

Narayani Development Bank Limited
Notes to Financial Statements

4.14

Particulars

Software

Goodwill Purchased

Developed

Other

Total

Cost

As on Sawan 1, 2079

= 3,931,658

3,931,658

Addition during the Year
Acquisition
Acquired on business combination
Capitalization
Disposal during the year
Adjustment/Revaluation

8,100,834

8,100,834

Balance as on Asadh end 2080

= 12,032,492

12,032,492

Addition during the Year
Acquisition
Acquired on business combination
Capitalization
Disposal during the year
Adjustment/Revaluation

Balance as on Asadh end, 2081

= 12,032,492

12,032,492

Amortization and Impairment

As on Sawan 1, 2079

E 1,277,789

1,277,789

Amortization charge for the Year
Impairment for the year

Acquired on business combination
Disposals
Adjustment

786,332

786,332

As on Asadh end 2080

= 2,064,120

2,064,120

Amortization charge for the Year
Impairment for the year

Acquired on business combination
Disposals
Adjustment

2,668,545

2,668,545

As on Asadh end 2081

= 4,732,666

4,732,666

Capital Work in Progress

Net Book Value

As on Asadh end 2079

= 2,653,869

2,653,869

As on Asadh end 2080

= 9,968,372

9,968,372

As on Asadh end 2081

= 7,299,826

7,299,826
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Narayani Development Bank Limited
Notes to Financial Statements

Other Assets

4.16

Particulars

Current Year

Previous Year

Assets held for sale
Other non banking assets
Bills receivable

Accounts receivable 8,564,162 5,004,823
Accrued income - -
Prepayments and deposit - -
Income tax deposit - -
Deferred employee expenditure - -
Prepaid Expenses 1,299,002 519,179
Other 912,436 87,040
Total 10,775,599 5,611,042

Disclosure: Calculation of amount under 4.16

Current Year

Previous Year

Account Receivables 81,129,290 97,938,877

Provision:

Provision For Receivable Others (Interest from CWME) 2,134,306 2,134,306
Receivable from Dibya Kumar Shrestha 70,091,173 70,091,173
Receivable from Others 34,699.66 34,700
Provision For Bank Balance(Crystal Finance) 304,949 20,673,874
Total Provision: 72,565,128 92,934,054

Total 8,564,162 5,004,823

Other Assets (Other)

Other 6,984,448.37 6,553,650

Provision For Advance (Crystal Worldwide Money Transfer) (6,012,551) (6,012,551)
Provision for IBT (59,461) (454,059)
Net of Other Assets (other) 912,436 87,040

Provision for Advance is deducted from Other Assets(other) and remaining provision amount of Rs 72,565,128 is

deducted from Account receivables.

Dislosure: Other Assets also includes following stock held by the Bank as on date:

STATIONERY ITEMS STOCK 150,040
PRINTED MATERIALS STOCK 406,713
Total 556,753

Due to Bank and Financial Institutions

4.17

Particulars

Current Year

Previous Year

Money market deposits
Interbank borrowing

Other deposits from BFIs
Settlement and clearing accounts
Other deposits from BFIs

Total
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Due to Nepal Rastra Bank

4.18

Particulars

Current Year

Previous Year

Refinance from NRB

Standing Liquidity Facility

Lender of last report facility from NRB
Securities sold under repurchase agreements
Other payable to NRB

Total

Derivative financial instruments

4.19

Particulars

Current Year

Previous Year

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

Deposits from customers

4.20

Particulars

Current Year

Previous Year

Institutions customers:
Term deposits
Call deposits
Current deposits
Other

Individual customers:
Term deposits

184,702,000
50,252,376
14,114,197

3,980,545

306,917,943

205,740,000
185,417,056
17,750,049

148,785,900

Saving deposits 71,254,627 75,120,144

Current deposits 299,334 -

Other -
Total 631,521,022 632,813,148

4.20.1: Currency wise analysis of deposit from customers

Particulars

Current Year

Previous Year

Nepalese rupee
Indian rupee
United State dollar
Great Britain pound

Euro
Japanese yen
Chinese yuan
Other

631,521,022

632,813,148

Total

631,521,022

632,813,148
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Borrowing

4.21

Particulars

Current Year

Previous Year

Domestic Borrowing
Nepal Government
Other Institutions
Other

Sub total

Foreign Borrowing
Foreign Bank and Financial Institutions
Multilateral Development Banks
Other Institutions

Sub total - -
Total - -
Provisions 4.22
Particulars Current Year Previous Year

Provisions for redundancy

Provision for restructuring

Pending legal issues and tax litigation
Onerous contracts

Other

864,450

Total

864,450

4.22.1: Movement in provision

Particulars

Current Year

Previous Year

Balance at Sawan 1 864,450 562,240
Provisions made during the year - 302,210
Provisions used during the year (864,450) -
Provisions reversed during the year - -
Unwind of discount -
Balance at Asar end - 864,450

Provision has been made for the payable amount to internal audit fee and statutory audit fee for FY 2079.80 for an
amount of NRs. 158,200 and NRs. 706,250 which is paid during the FY 2080.81 and the same provision is winded

up.
Other liabilities 4.23
Particulars Current Year Previous Year
Liability for employees defined benefit obligation 2,650,850 2,456,040
Liability for long-service leave 1,569,003 2,189,190
Short-term employee benefits 108,080 -

Staff Welfare Fund 1,380,870 1,380,870
Bills payable - -

Creditors and accruals 18,615,498 21,146,734
Interest payable on deposit 339,623 213,364

Interest payable on borrowing
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Liabilities on deferred grant income
Unpaid Dividend

Lease Liabilities under NFRS 16 19,160,379 15,173,949
Lease Liabilities under NAS 17 141,149 141,149
Employee bonus payable - -

Other 2,744,960 880,781
Total 46,710,411 43,582,077

Under Other consists of amount of NRs. 2,055,224.22 which is the interest suspense of Assets booked under Non

Banking Assets which shall be realised as interest income once the assets is realised by the Bank.

4.23.1: Defined benefit obligations

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

Particulars

Current Year

Previous Year

Present value of unfunded obligations

Present value of funded obligations

Total present value of obligations

Fair value of plan assets

Present value of net obligations

Recognized liability for defined benefit obligations

4.23.2: Plan assets
Plan assets comprise

Particulars

Current Year

Previous Year

Equity securities
Government bonds
Bank deposit
Other

Total

4.23.3: Movement in the present value of defined benefit obligations

Particulars

Current Year

Previous Year

Defined benefit obligations at Sawan 1
Actuarial losses

Benefits paid by the plan

Current service costs and interest
Defined benefit obligations at Asar end

4.23.4: Movement in the fair value of plan assets

Particulars

Current Year

Previous Year

Fair value of plan assets at Sawan 1
Contributions paid into the plan
Benefits paid during the year
Actuarial (losses) gains
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Expected return on plan assets
Fair value of plan assets at Asar end

4.23.5: Amount recognized in profit or loss

Particulars

Current Year

Previous Year

Current service costs
Interest on obligation
Expected return on plan assets

Total

4.23.6: Amount recognized in other comprehensive income

Particulars

Current Year

Previous Year

Actuarial (gain)/loss

Total

4.23.7: Actuarial assumptions

Particulars

Current Year

Previous Year

Discount rate

Expected return on plan asset
Future salary increase
Withdrawal rate

Debt securities issued

4.24

Particulars

Current Year

Previous Year

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

Total

Subordinated Liabilities

4.25

Particulars

Current Year

Previous Year

Redeemable preference shares
Irredeemable cumulative preference shares
Other

Total

Share capital

4.26

Particulars

Current Year

Previous Year

Ordinary shares

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

262,467,600

262,467,600

Total

262,467,600

262,467,600
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4.26.1: Ordinary shares

Particulars Current Year Previous Year
Authorized Capital

5,300,000 Ordinary share of Rs. 100 each 530,000,000 530,000,000
Issued capital

26,24,676 Ordinary share of Rs. 100 each 262,467,600 262,467,600

13,12,338 Ordinary share of Rs. 100 each
Subscribed and paid up capital

26,24,676 Ordinary share of Rs. 100 each 262,467,600 262,467,600
13,12,338 Ordinary share of Rs. 100 each

Total 262,467,600 262,467,600

Regulatory capital for the related years are:

Reconciliation of no. of equity shares Current Year Previous Year
Opening 2,624,676 2,624,676
Add: issued during the year - -

Closing 2,624,676 2,624,676

The shareholders holding 0.5% or more of total paid up capital As at 31.03.2081 are as follows:

Name of Shareholders No. of Shares | Percentage Holding
Ropa Investment Pvt. Ltd 259,522 9.89%
Anita Shrestha 196,880 7.50%
Arjun Kumar Pokhrel 195,692 7.46%
Uttam Prasad Dwa 105,000 4.00%
Anju Devi Shrestha 94,335 3.59%
Ramkishan Gotame 94,335 3.59%
Ambi Ratna Shakya 84,450 3.22%
Nabaraj Bajgain 80,000 3.05%
Jamuna Krishna Tamrakar 65,628 2.50%
Hema Kumari Lohani 50,042 1.91%
Dhirendra Mainali 49,222 1.88%
Alpana Shrestha 47,261 1.80%
Tek Nath Bhattarai 33,723 1.28%
Rajesh Kumar Karmacharya 32,814 1.25%
Sunil Shrestha 32,814 1.25%
Yashoda Adhikari 30,000 1.14%
Hari Bahadur Bhandari 28,000 1.07%
Tek Nath Dhakal 26,000 0.99%
Tirtha Ram Shrestha 25,431 0.97%
Gopal Prasad Dahal 25,000 0.95%
Rekha Bhattarai 25,000 0.95%
Sujan Duwadi 24,000 0.91%
Deepak Dhital 23,126 0.88%
Krishna Murari Lamichhane 22,814 0.87%
Gopal Karmacharya 19,690 0.75%
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Shova Mishra 18,998 0.72%
Prakash Pant 16,626 0.63%
Bijay Bahadur Bajracharya 13,126 0.50%
Hari Bahadur Hamal 13,126 0.50%

4.26.2: Ordinary share ownership

Particulars Current Year Previous Year
Percent No. of Shares No. of
Percent Shares
Domestic ownership
Nepal Government - - -
"A" class licensed institutions - - - -
Other licensed institutions - - i -
Other Institutions - - - -
Public 30% 787,613 - 787,613
Other 70% 1,837,063 30% 1,837,063
Foreign ownership - - 70% -
Total 100% 2,624,676 | 10004 2,624,676

4.27 Reserves

Particulars

Current Year

Previous Year

Statutory general reserve 108,174,262 108,174,262
Exchange equalization reserve -
Corporate social responsibility reserve 4,399 9,399
Capital adjustment reserve 40,145,045 10,346,145
Regulatory reserve 49,042,711 42,837,432
Investment adjustment reserve - -
Capital reserve - -
Assets revaluation reserve - -
Fair value reserve (976,931) (785,092)
Dividend equalization reserve - -
Actuarial gain - -
Special reserve - -
Other Reserves 545,989 296,288
Total 196,935,475 160,878,435

Movement of all reserves is presented below:

Statutory General Reserve

General Reserve shall be maintained as per the regulatory requirements as stated by Bank & Financial Institutions
Act, 2073. Bank is required to set aside 20% of the net profit until the reserve is twice of the paid up capital and

thereafter 10% of the net profit.

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

objective in the coming years.
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In the current year following expenses have been made in CSR.

Particulars Amount (NRs.)
As on Sawan 1 2080 9,399
Ghumau Bharatpur Abhiyan "Poem Competition" 5,000
Balance as on Asadh end, 2081 4,399

Details of capital adjustment reserve and other reserves.

Capital adjustment reserve

Current Year

Previous Year

Calls in Advances 33,583,355 3,784,455
Capital Adjustment Reserves 6,561,690 6,561,690
Total 40,145,045 10,346,145

Regulatory Reserve

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

earnings of the bank.
Regulatory Reserve Comprises of Following

Particulars

Current Year

Previous Year

Interest Income On NFRS 281,217 2,527,314
Loss on investment - -
Provision on NBA 8,997,117 -
Deferred Tax Assets 38,787,446 39,525,027
Fair Value reserve transferred from Retained earnings 976,931 785,092
Bargain gain -

Actuarial Valuation - -
Others - -
Total 49,042,711 42,837,432

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.

Fair Value Reserve Comprises of Following

Particulars

Current Year

Previous Year

Fair Value as on Previous year (226,994) (1,270,157)
Fair Value of Investment Securities Disposed - 1,043,162
Net change in fair value - -

Total (226,994) (226,994)

Other Reserves

Other Reserves includes reserve created for the Employee Training Reserve created as per NRB Directive. The
allocation to fund is made for deficit amount which cannot be expensed as training expenses in the current Fiscal
year. The balance reserve will be utilised for staff training expenses in the coming years.

Staff Training Fund

Current Year

Previous Year

Opening Balance of the Fund 296,288 296,288
Less: Expenses made during the year - -
Add: Addition to the reserves 249,701 -
Total 545,989 296,288
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Staff Training Expenses

Staff Training Expenses

Current Year

Employee Expenses of Previous FY 18,675,764
3% of employee Expenses 560,273
Training Expenses made during the year 310,572
Excess/ (Deficit) (249,701)

The deficit amount is added to Staff training fund to be utilised in staff training expenses in the coming years.

Contingent liabilities and commitments

4.28

Particulars Current Year Previous Year
Contingent liabilities -
Undrawn and undisbursed facilities 2,985,075 48,867,616
Capital commitment -
Lease Commitment 19,301,528 15,315,099
Litigation -
Total 22,286,603 64,182,715

4.28.1: Contingent liabilities

Particulars

Current Year

Previous Year

Acceptance and documentary credit
Bills for collection

Forward exchange contracts
Guarantees

Underwriting commitment

Other commitments

Total

4.28.2: Undrawn and undisbursed facilities

Particulars Current Year Previous Year
Undisbursed amount of loans -
Undrawn limits of overdrafts 2,985,075 48,867,616
Undrawn limits of credit cards -
Undrawn limits of letter of credit -
Undrawn limits of guarantee -
Total 2,985,075 48,867,616

4.28.3: Capital commitments

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

statements.

Particulars

Current Year

Previous Year

Capital commitments in relation to Property and Equipment

Approved and contracted for
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Approved but not contracted for

Sub total

Capital commitments in relation to Intangible assets

Approved and contracted for

Approved but not contracted for

Sub total

Total

4.28.4: Lease commitments

The Bank recognizes a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date. The right-of-use asset is subsequently depreciated using

the straight-line method

The lease liability is initially measured at the present value of the lease payments that are not paid at the

commencement date, discounted the Bank’s Cost of fund.

Particulars

Current Year

Previous Year

a. Lease liabilities included in the statement of Financial Position

Current 2,668,487 2,944,830

Non-Current 16,491,891 12,229,120
Total Lease Liabilities 19,160,379 15,173,949
b. Reconciliation of Right of Use Assets
Right of Use Assets (ROU)
ROU as on Shrawan 1st 14,360,205 13,336,261
Addition during the year 6,624,677 7,197,960
Disposal during the year - (4,149,987)
Depreciation (3,474,867) (2,839,204)
Other Adjustments made - 815,176
Sub total 17,510,015 14,360,205
c. Reconciliation of Lease Liabilities
Opening Lease Liabilities 1st Shrawan 15,173,949 13,934,075
Addition during the year 6,624,677 7,197,960
Disposal during the year - (3,603,120)
Interest 1,411,098 1,177,489
Lease payment made (4,049,346) (3,449,340)
Other Adjustments made - (83,114)
Subtotal 19,160,379 15,173,949
Grand total 19,160,379 15,173,949

4.28.5: Litigation
Bank have the following litigations pending the decision.

1) Krishna Bhakta Dhuju
2) Hacking Case

The Bank doesn’t have any other litigation except the cases in the ordinary course of business. The Bank doesn’t

anticipate any additional Financial Liability in these pending lawsuits.

Y% AR o< 96 fafics | aiffe gfdded - 0¢o/o¢a ¥ 0¢a/0¢R




Narayani Development Bank Limited
Notes to Financial Statements

Interest income

4.29

Particulars

Current Year

Previous Year

Cash and cash equivalent
Due from Nepal Rastra Bank

Placement with bank and financial institutions 2,717,187 2,313,351
Loan and advances to bank and financial institutions - -

Loans and advances to customers 50,909,478 69,315,276
Investment securities 155,200 155,200
Loan and advances to staff 20,547 38,281
Other - -

Total interest income 53,802,411 71,822,108

Disclosure:

Interest income is recognized for all items on accrual basis as per the fair presentation framework of NFRS.
Interest accrual till Asadh 2081 which is received till Shrawan 2081 is taken as Interest Income which amounts

to NRs.

.Interest accrual on default party is not recognized as per the guidelines issued by Nepal Rastra

Bank. Hence considering the materiality of the transaction cost with respect to the tenure of the loan interest
rate charged to customer is considered as effective interest rate to calculate the interest on loans and

advances.
Refer Note 13(a) for interest income recognition

Interest expense 4.30
Particulars Current Year Previous Year
Due to bank and financial institutions 21,675,147 1,871,115
Due to Nepal Rastra Bank - -
Deposits from customers 25,135,756 44,574,414
Borrowing - -
Debt securities issued - -
Subordinated liabilities - -
Other - -
Total interest expense 46,810,903 46,445,529

Interest Expenses on all financial liabilities including deposits are recognised in profit

Interest Rate Method.
Fees and Commission Income

or loss using Effective

4.31

Particulars

Current Year

Previous Year

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

111,500

2,781,100
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Other fees and commission income

4,099,843

220,161

Total fees and Commission Income

4,354,077

3,333,251

Fees & Commission Income are generally recognised on an accrual basis when the service has been provided
or significant act is performed. Service Income on Loan is recognised by the bank as and when received and is

not deferred with tenure of loan.

Fees and commission expense

4.32

Particulars

Current Year

Previous Year

ATM management fees
VISA/Master card fees
Guarantee commission
Brokerage

DD/TT/Swift fees

Remittance fees and commission

Other fees and commission expense 350 19,189
Total fees and Commission Expense 350 19,189
Net trading income 4.33

Particulars

Current Year

Previous Year

Changes in fair value of trading assets
Gain/loss on disposal of trading assets
Interest income on trading assets
Dividend income on trading assets
Gain/loss foreign exchange transaction
Other

Net trading income

Other operating income

4.34

Particulars

Current Year

Previous Year

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

Locker rent

Other

2,288,271
10,038

1,012,375

Total

2,298,309

1,013,827

Other Operating Income includes profit/(loss) on sale of Property, Plant & Equipment under the ownership of
the bank and dividend amount received on the equity instruments available for sale.

Impairment charge/(reversal) for loan and other losses 4.35
Particulars Current Year Previous Year
Impairment charge/(reversal) on loan and advances to B/Fls - (21)
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Impairment charge/(reversal) on loan and advances to
customer

Impairment charge/(reversal) on financial Investment
Impairment charge/(reversal) on placement with banks and
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 other assets

1,722,659

(20,368,926)

85,207,828

(4,828,501)

Total

(18,646,267)

80,379,306

The impairment charge has been created for the additional impairment loss booked by the Bank which is
higher of the impairment as per NRB directive and Incurred Loss Model.

The reversal of impairment charge on other assets amounting to NRs. 20,368,926 is the provision created on
the Bank Balance receivables from the Crystal Finance Ltd. Which has been realised in the FY 2080.81.

Personnel Expense 4.36
Particulars Current Year Previous Year
Salary 8,935,148 9,002,880
Allowances 10,305,315 9,672,883
Gratuity expense - -
Provident fund 618,452 606,621
Uniform - 580,000
Training & development expense 310,572 447,305
Leave encashment 793,070 865,659
Medical 96,986 -
Insurance - -
Employees incentive - -
Cash-settled share-based payments - -
Contribution To Employee Pension Fund - -
Finance expense under NFRS - -
Other expenses related to staff - 2,500
Subtotal 21,059,543 21,177,848
Employees bonus - -
Grand total 21,059,543 21,177,848

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

expenses, uniform expenses, insurance, staff bonus, finance expense under NFRS, etc. Staff Loans are fair

valued using the market rates.

Other operating expense 4.37
Particulars Current Year Previous Year
Directors' fee 785,000 953,000
Directors' expense 408,770 872,946
Auditors' remuneration 519,800 557,350
Other audit related expense 169,993 132,750
Professional and legal expense 114,000 399,200
Office administration expense 14,654,111 16,465,802
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Operating lease expense

Operating expense of investment properties
Corporate social responsibility expense

Finance cost under lease NFRS 16 1,411,098 1,177,489
Onerous lease provisions - -

Technical support Expenses - 542,960
Total 18,062,772 21,101,497

All operating expenses except Employee Personnel expenses are recognised and presented under this head.

The details of the office administration expenses is presented below:

Office administration expenses include the following:

Current Year

Previous Year

Water and electricity 1,177,775 1,157,296
Repair and maintenance
Leasehold assets 16,605 -
Vehicles 190,035 222,461
Computer and accessories 79,991 134,001
Office equipment and furniture 79,015 283,801
Others 13,312 84,068
Insurance 134,497 472,668
Postage, telex, telephone , fax 100,364 125,194
Printing and stationery 501,925 751,958
Newspaper, books and journal 4,830 45,325
Advertisement 546,146 693,102
Donation - 25,000
COVID Expenses - -
Security 3,531,770 2,957,380
Deposit and loan guarantee premium 233,694 49,387
Travel allowance and expense 387,791 615,388
Entertainment 28,590 182,903
Annual/special general meeting 742,709 555,461
Fuel Expenses 882,114 976,485
Other 3,442,592 5,863,543
Registration Fees And Charges 2,503,200 1,227,230
NCHL and CIC Expenses 57,155 43,153
Total 14,654,111 16,465,802

Disclosure:

Other expenses include the following:

Amount (Rs.)

Amount (Rs.)

Amortization of Share Issue Exp. 50,000 286,591
Business Promotion Expenses 33,735 265,839
Business Exhibition Expenses - 71,190
Annual Maintenance Contact Exp. 372,406 332,128
Antivirus Expenses 67,800 74,580
Anniversary Expenses 8,700 53,875
Connectivity Expenses - 27,955
Internet Expenses 176,280 176,280
Intranet Expenses 523,752 449,966
Branch Opening Expenses - 26,642
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Vehicle Tax Expenses 82,035 72,600
Website Design & Dev. Expenses - 84,750
Sub-Committee Meeting Allowances 120,000 249,520
Bod Secretarial Expenses 7,500 48,000
Other Expenes
Kitchen 157,452 306,442
Cleaning And Sanitation 46,831 90,944
Small Accessories 32,606 127,717
Cib Report Expenses 5,400 -
Bank Charges 5,316 7,108
Meeting Expenses 37,650 3,755
Internship Expenses 9,600 48,800
Gift And Souvenir 4,095 10,195
Vehicle Parking Expense 250 1,280
Auction Allowance Exp. - -
Consultant Fee 67,800 -
Office Exp 151,953 621,665
Festival Expenses 82,095 -
Fine & Penalties 504,330 2,404,800
Misc. Expenses 111,321 20,920
Other Local Tax Expenses 213,750 -
Right Share Expenses 569,935 -
Total 3,442,592 5,863,543
Depreciation & Amortization 4.38
Particulars Current Year Previous Year
Depreciation on property and equipment 7,479,337 9,716,207
Depreciation on investment property -
Amortization of intangible assets 2,668,545 786,332
Total 10,147,882 10,502,538

Depreciation is calculated by using the written down value method on cost or valuation of the Property &

Equipment other than freehold land and leasehold properties.

Depreciation on leasehold properties is

calculated by using the straight line method on cost or valuation of the property. Intangible asset contains

software which has been amortized over 5 years.

Non operating income

4.39

Particulars

Current Year

Previous Year

Recovery of loan written off
Bargain gain on acquisition
Loan write off

Total

Non operating expense

4.40

Particulars

Current Year

Previous Year

Loan written off
Redundancy provision
Expense of restructuring
Other expense

Total
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Income tax expense

4.41

Particulars

Current Year

Previous Year

Current tax expense
Current year
Adjustments for prior years

Deferred tax expense 25,355,998
Origination and reversal of temporary differences - 25,355,998
Changes in tax rate - -
Recognition of previously unrecognized tax losses - -

Total income tax expense - 25,355,998

4.41.1: Reconciliation of tax expense and accounting profi

Current Year

Current Year

Previous Year

Profit before tax

Tax amount at tax rate of 30%

Add: Tax effect of expenses that are not deductible for tax
Less: Tax effect on exempt income

Add/less: Tax effect on other items

Total income tax expense

(16,980,386)
(5,094,116)

(5,094,116)

(103,456,721)
(31,037,016)

(31,037,016)

Effective tax rate

30%

30%
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Narayani Development Bank Limited
Statement of Distributable Profit or Loss
For the year ended Asar 31st, 2081

Particulars Current Year Previous Year
Net profit or (loss) as per statement of profit or loss (17,800,183) (78,100,723)
Appropriations: - -

a. General reserve - -

b. Foreign exchange fluctuation fund - -

c. Capital redemption reserve - -

d. Corporate social responsibility fund - -

e. Employees' training fund (249,701) -

f. Other - -
Profit or (loss) before regulatory adjustment (18,049,884) (78,100,723)
Regulatory adjustment :

a. Interest receivable (-)/previous accrued interest received (+) 2,246,097 (2,162,432)

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 (+) (8,997,117) -

e. Deferred tax assets recognized (-)/ reversal (+) 737,580 (25,595,183)

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

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

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

i. Other (+/-) Fair Value Gain/(Loss) (191,839) 766,889
Net Profit for the year ended Asar 31st, 2081 available for distribution (24,255,162) (105,091,449)
Opening Retained Earning as on Sawan 1st 2080 (387,783,472) (282,016,107)
Adjustment(+/-) - -

Prior period items-Lease Adjustments - 367,246
Fair value of Investment securities disposed - (1,043,162)
Reversal of Expenses charged in prior periods 529,656 -
Adjusted Retained earnings as on Sawan 1 (387,253,816) (282,692,024)
Distribution:
Bonus Shares Issued - -
Cash Dividend Paid - -
Total Distributable profit or (loss) as on year date (411,508,978) (387,783,472)
Annualised Distributable Profit/(Loss) Per share (6.88) (29.76)
Reversal of Expenses charged in prior periods includes following:
Personal Nature Expenses reversed by NRB Inspection 400
Personal Nature Expenses reversed by NRB Inspection 2,000
BOD Meeting allowance reversed (27,28,29,29KA,30) by NRB Inspection 21,250
BOD expenses of Director Ganeshman Pradhan reversed by NRB Inspection 11,000
Lodging and Fooding expenses reversed by NRB Inspection 100,409
135,059
Write back of Provision made for IBT 394,597
Total 529,656
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Narayani Development Bank Limited
Notes to Financial Statements

Disclosure and Additional Information
Financial Risk Management

Introduction and Overview

Risk is inherent in the Bank’s activities but is managed through a process of ongoing identification, measurement and
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Bank’s continuing
profitability and each individual within the Bank is accountable for the risk exposures relating to his or her responsibilities. The
Bank is mainly exposed to;

1) Credit Risk

2) Liquidity Risk

3) Market Risk

4) Operational Risk

5) Information Technology Risk

6) Other Risk

Credit Risk

Risk is an inherent aspect of business operations and is a key driver of revenue generation. For banks, effective risk
management aims to strike a balance between risk and return to achieve the best possible risk-adjusted return on capital.
While maintaining a reasonable return is crucial for business sustainability, chasing excessive risk for higher rewards can
jeopardize the business. Hence, effective risk management is critical for achieving long-term success.

Bank has implemented a rigorous risk management framework, supported by policies and processes that have been approved
by the Board of Directors. This framework ensures that risks are independently identified, measured, and managed across all
areas of banking operations.

In line with NRB directives, the bank has established a Board-level Risk Management Committee responsible for overseeing
and ensuring that the bank’s risk appetite aligns with its policies. The Chief Risk Officer (CRO) acts as the secretary of this
committee, diligently monitoring and reporting on credit-related risks during committee meetings.

Market Risk

Market risk refers to the possibility that the value or future cash flows of financial instruments might change due to
fluctuations in market variables such as interest rates, foreign exchange rates, commodity prices, and equity prices. The Bank
categorizes its market risk exposures into trading and non-trading portfolios, managing each type separately with a dedicated
market risk management policy.

Market risks are reviewed by the Asset Liability Management Committee (ALCO) and also discussed. Quarterly reports on
these aspects are extensively reviewed by the ALCO, which ensures that operations align with established policies and
procedures. The committee also recommends actions to address risks related to interest rate changes, exchange rate
fluctuations, and equity price movements.

Liquidity Risk

Liquidity risk involves the potential challenge the Bank might face in fulfilling its financial commitments, which require cash or
other financial assets. This risk means that the Bank might struggle to meet its payment obligations both under normal
conditions and in times of stress. To mitigate this risk, the Bank has diversified its funding sources beyond its core deposit
base and follows a policy of managing assets with liquidity considerations in mind. Daily monitoring of future cash flows and
liauiditv is also nart of this annroach.

The Bank monitors its liquidity through the Asset Liability Management Committee (ALCO), which reviews and discusses the
quarterly Statutory Liquidity Ratio (SLR) report.

To prepare for unforeseen cash flow disruptions, the Bank maintains a portfolio of highly marketable and diverse assets that
are expected to be easily liquidated. Additionally, it has committed lines of credit to address liquidity needs. The Bank also
holds a statutory deposit with the Nepal Rastra Bank, approximately 7.68% of customer local deposits. As part of its policy,
the Bank evaluates and manages its liquidity position under various scenarios, including stress factors both general to the
market and specific to the Bank. A key aspect of this management is maintaining the required ratio of liquid assets to
liabilities to meet regulatory requirements. Liquid assets include cash, short-term bank deposits, and readily sellable liquid
debt securities.

SLR for the month of Asadh 2081 is 50.12%.
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Narayani Development Bank Limited
Notes to Financial Statements

Disclosure and Additional Information

Operational Risk

Operational risk is potential for loss resulting from inadequate or failed internal processes, people and systems or external
events. Standard operating procedures are prepared and implemented in order to define the process, people and system
involved in each operational matters. Bank carries out internal audit from independent professionals on periodic basis in order
to review the effectiveness of control system that has been designed to mitigate the operational risk which is monitored by
the Audit Committee.

To manage operational risk effectively, the Bank focuses on minimizing losses and customer dissatisfaction due to process
failures. This includes scrutinizing product flows and design vulnerabilities that could lead to fraud, analyzing the impacts of
technological failures, and developing contingency plans to address external shocks that might disrupt the Bank’s operations.

The Branches are dedicated for overseeing operational risk, including compliance with Know Your Customer (KYC) and Anti-
Money Laundering (AML) regulations. Branches report directly to the Compliance or Operation Department. The personnel
from the department has, has full access to daily reports, operational processes, and the authority to recommend changes.
The sub department employee report to the head of this department or Chief Risk Officer or Compliance Officer. The Bank

uses Operation Manuals for all its business activities, ensuring operations adhere to these manuals, policies, guidelines, and
diractivec from the rentral hanle Dailv anaratinnal fiinctinne are rannrted thrniiah a cenarate line ta maintain indenendence

Processes are periodically reviewed to address any deficiencies and improve accuracy. Centralizing functions such as Credit
approval, bill payments, and loan disbursement helps minimize errors due to staff inexperience. Public awareness of the
Bank's services and products is maintained through notices on the website, in branches, or through other publications. New
staff members receive orientation and are supervised by experienced colleagues until they acquire the necessary skills.

Skill development programs are conducted regularly, with staff receiving opportunities for training, seminars, and workshops.
Knowledae sharina is encouraaged. allowina trained staff to share insiahts with peers.

Information Technology Risk

Information technology risk refers to the risk arising from use of information technology. It includes hardware and software
failure, human error on using IT, spam , virus, malicious attacks and also includes natural disaster. IT is integral part of
operation of Bank and bank has to rely heavily on IT. In order to minimize the risk related to IT, Bank uses antivirus
softwares.

The Core Banking System (CBS) is another area of concern, with growing external threats. The Information and Technology
Division reviews and ensures the security aspects align with the Bank's IT Policy.

The Bank has not conducted an Information System Audit to date. However, it has introduced a comprehensive operational
risk monitoring and reporting framework and has implemented measures such as daily transaction checks at all branches to
mitigate operational risks.

In operations, a maker-checker concept is employed, requiring that transactions be reviewed by two individuals to capture
any deviations. The Bank also maintains an online replication Disaster Recovery Site (DRS), which captures transaction
records from the Production Server. Both the Production Server and the DRS are housed in secure, shock-resistant buildings.
Periodic drills test the functionality of the DRS.

Each desktop is equipped with an E-scan Antivirus Software to prevent unauthorized data transfer or import, ensuring data
security. Periodic backups of individual desktop data are stored at the data center to facilitate data recovery if needed.

Other Risk

The ever-changing environment gives rise to various new risks. Some of this include reputational risk, human resource risk,
compliance risk etc. The risks are being evaluated and managed on daily/periodic basis by way of implementing mitigating
measures.
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Narayani Development Bank Limited
Notes to Financial Statements

Disclosure and Additional Information

Risk Management Framework

The Board of Directors is ultimately responsible for creating and overseeing the Bank’s risk management framework. The
Chief Risk Officer (CRO) and their team handle the Bank's overall risk management, which involves identifying, assessing,
monitoring, and mitigating various business risks—both global and local—that could impact the Bank’s objectives and
operations. This role also ensures that the Bank adheres to internal policies and external regulations, including legal and
contractual obligations, on an ongoing basis. Additionally, the CRO integrates major risks into the capital assessment process.
The Bank'’s risk management policies are designed to identify and evaluate potential risks, establish appropriate limits and
controls, and ensure compliance with these limits. These policies and systems are reviewed annually to adapt to changes in
market conditions and the Bank’s offerings. Through rigorous training and adherence to management standards, the Bank

maintains a structured and effective control environment, clearly defining the roles and responsibilities of all employees. The
ricle mananameant framewnrl ic ilhictrated halaw

[ Board of Directors ]

Risk Management
Committee

[ Chief Risk Officer J

| |

[ Operational Risk ] [ Market & Liquidity Risk ] [ Credit Risk ]

5.2 Fair Value of Financial Assets and Liabilities and their Classification

&%

The method of determination of fair value of financial assets and financial liabilities of the Bank at three levels (level one, level
two and level three) has been disclosed in Note 3.4.4. Classification of financial assets and financial liabilities is done as
mentioned in Note 3.4.2.

Fair value measurement is done for investment in shares. Fair value hierarchy of financial assets and liabilities at each
reporting dates for the financial instruments presented in statement of financial position is as follows:

As at 31 Ashad 2081

Particulars Classification Level 1 Level 2 Level 3
Financial Assets
Cash and cash equivalent 264,049,666
Due from Nepal Rastra Bank AC 48,488,766
Loans and advances to BFI AC -
Loans and advances to customers AC 264,397,015
Investment securities
Quoted shares FVOCI - 43,427,610
Unguoted shares FVOCI -
Other Investment AC -
Total Financial Assets - - 620,363,057
Financial Liabilities
Due to Bank and Financial Institutions AC -
Due to Nepal Rastra Bank AC -
Deposits from customers AC 631,521,022
Borrowing AC -
Other Liabilities AC 46,710,411
Total Financial Liabilities - - 678,231,433
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5.3

Narayani Development Bank Limited
Notes to Financial Statements

Disclosure and Additional Information
As at 31 Ashad 2079

Particulars Classification Level 1 Level 2 Level 3
Financial Assets
Cash and cash equivalent 128,200,835
Due from Nepal Rastra Bank AC 40,879,280
Loans and BFI AC -
Loans and advances to customers AC 410,294,367
Investment securities
Quoted shares FVOCI - 43,427,610
Unguoted shares FVOCI -
Other Investment AC -
Total Financial Assets - - 622,802,091
Financial Liabilities
Due to Bank and Financial Institutions AC -
Due to Nepal Rastra Bank AC -
Deposits from customers AC 632,813,148
Borrowing AC -
Other Liabilities AC 43,582,077
Total Financial Liabilities - - 676,395,225

Note: AC = Amortized Cost, FVOCI = Fair Value Through OCI

Capital Management

5.3.1 Principle and Objective
The principle of capital management of the Bank is to maintain strong capital base, meet the regulatory requirements and

ensure reasonable return on capital to its shareholders. The Bank is in the process to issue additional share capital to meet

the capital regirements.

Bank has not issued preference capital or any other form of hybrid instruments that may be converted into capital.

5.3.2 Capital Structure and Capital Adequacy

Capital Fund of Bank as per CAF 2007 is as follows (amount in '000):

Particulars

As at 31.03.2081

As at 31.03.2080

1.1 Risk Weighted Exposure (RWE)

RWE for Credit Risk 436,733,559 524,191,826
RWE for Operational Risk 22,497,883 7,049,669
RWE for Market Risk - -
Total RWE before adjustment under Pillar IT 459,231,442 531,241,495
Adjustments under Pillar II

SRP 6.4a (5) ALM policies & practices are not satisfactory, add 1% of net interest 253,766 -
income to RWE

SRP 6.4a (7) Add RWE equvalent to reciprocal of capital charge of 4 % of gross 1,188,179 2,285,076
income.

SRP 6.4a (9) Overall risk management policies and precedures are not 18,369,258 21,249,660
satisfactory. Add 4% of RWE

SRP 6.4a (10) Desired level of disclosure requirement has not been achieved. - 10,624,830
Add 2% of RWE

Total RWE 479,042,644 565,401,060
1.2 Capital

A. Core Capital (Tier I) 8,809,368 17,830,900
Paid up Equity Share Capital 262,467,600 262,467,600
Irredeemable Non-cumulative preference shares -

Share Premium 10,101,374 10,101,374
Proposed Bonus Equity Shares - -
Call in Advance 33,583,355 3,784,455
Statutory General Reserves 108,174,262 108,174,262

Retained Earnings

Un-audited current year cumulative profit/(loss)

(411,508,978)

(388,140,718)

Capital Redemption Reserve

Capital Adjustment Reserve

6,561,690

21,443,927
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Narayani Development Bank Limited
Notes to Financial Statements

5 Disclosure and Additional Information

Dividend Equalization Reserves - -
Other Free Reserve - -
Less: Goodwill - -
Less: Deferred Tax Assets - -
Less: Fictitious Assets - -
Less: Investment in equity in licensed Financial Institutions - -
Less: Investment in equity of institutions with financial interests - -
Less: Investment in equity of institutions in excess of limits - -
Less: Investments arising out of underwriting commitments - -
Less: Reciprocal crossholdings - -
Less: Purchase of land & building in excess of limit and unutilized - -

Less: Other Deductions (569,935) -
Adjustments under Pillar IT

B. Supplementary Capital (Tier IT) 3,657,433 8,642,914
Cumulative and/or Redeemable Preference Share - -
Subordinated Term Debt - -
Hybrid Capital Instruments - -
General Loan Loss Provision 3,657,433 8,642,914
Exchange Equalization Reserve - -
Investment Adjustment Reserve - -
Assets Revaluation Reserve - -
Other Reserves - -

Total Capital Fund (Tier I and Tier II) 12,466,800 26,473,814
1.3 Capital Adequacy Ratio

Tier I Capital to Total RWE 1.84% 3.15%
Total Capital Fund to Total RWE 2.60% 4.68%

The Bank is currently facing challenges in maintaining the minimum capital adequacy ratio as prescribed by Nepal Rastra Bank
(NRB). As of the unaudited financial statements for the period ending Poush 2081, the Bank has reported a Tier II Capital
Adequacy Ratio of 1.19%, which is below the required threshold. This shortfall indicates a potential gap in the Bank’s capital
buffer to absorb unforeseen financial shocks and meet regulatory requirements for stability and solvency.

The Bank is closely monitoring its capital position and has implemented a series of corrective measures aimed at improving
the capital adequacy ratio. These measures include (but are not limited to) raising additional capital, optimizing risk-weighted
assets, and enhancing operational efficiency to strengthen its capital base and ensure compliance with NRB’s regulatory
framework.
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5.4.3
i)

i)
iii)

iv)

V)

5.4.4
a)

b)

c)

d)

5.4.5

5.4.6

Narayani Development Bank Limited
Notes to Financial Statements

Measurement of operating segment profit or loss, assets and liabilities

Basis of accounting for any transactions between reportable segments:

All revenue generated including intra-segment revenue and expenses incurred in particular
segment are presented under segment revenue and expenses. Intra-segment revenue/cost is
netted off at Head Office.

Nature of any differences between the measurements of the reportable segment's
There does not exist such difference.

Nature of any differences between the measurements of the reportable segment's assets
There does not exist such difference.

Nature of any changes from prior periods in the measurement methods used to
Previously, segment reporting was not done. In current scenario, segment reporting based on
geographical segment is presented.

Nature and effect of any asymmetrical allocations to reportable segments
There is no such allocation.

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

Total revenue for reportable segments 53,802,411

Other revenue -

Elimination of intersegment revenues

Entity's revenue 53,802,411

Profit or loss

Total profit or loss for reportable segments (3,156,374)

Other profit or loss

Elimination of intersegment profit

Unallocated amounts:

Staff bonus -

Income tax -

NFRS adjustments

Profit After income tax (3,156,374)

Assets

Total assets for reportable segments

Other assets

Unallocated assets

Entity's assets

Liabilities

Total liabilities for reportable segments

Other liabilities

Unallocated liabilities

Entity's liabilities

Information about product and services

Particulars Amount

Consumer banking

Corporate banking

Treasury

Others

Information about geographical areas
Revenue from geographical areas are as follows:

|Domestic:
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5.4.6

5.5

5.6

5.7
5.7.1

5.7.2

5.7.3

cO

Narayani Development Bank Limited
Notes to Financial Statements
Province 1 -
Province 2 -
Province 3 6,991,508
Gandaki -
Province 5 -
Province 6 -
Province 7 -
Foreign: -
Total 6,991,508

Information about major customers
None of the customer have contribution of 10% of more revenue on total revenue of Bank.

Share options and share based payment
Not applicable

Contingent liabilities and capital commitment

Contingent liabilities are:

- a possible obligation that arises from past events and whose existence will be confirmed only by
the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the entity or

- present obligation that arises from past events but is not recognized because it is not probable
that an outflow of resources embodying economic benefits will be required to settle the obligation
or the amount of the obligation cannot be measured with sufficient reliability.

Capital commitment are projected capital expenditure a company commits to spend on long-term
assets over a period of time.

Related parties disclosure

Identified Related Parties

The bank has identified following as Related Parties under:
1) Directors

2) Key Management Personnel of the Bank &

3) Related Parties of the above two

Key management personnel

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

Name Position

Chandra Man Maleku Chairman, Board of Directors
Tek Nath Dhakal Member, Board of Directors
Pukar Thapa Member, Board of Directors
Ganesh Man Pradhan Member, Board of Directors
Balaram Paudel Independent Director

Bishnu Regmi Chief Executive Officer (CEO)

Mr. Bishnu Regmi also serves as the secretary of the BOD.

Transactions with Board of Directors

Board of Directors Meeting Fee/Allowance
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b)

<)

5.8

5.9

Narayani Development Bank Limited
Notes to Financial Statements
Following are the payment made to the BOD in the form of meeting fee/allowances.

Particulars Sitting Fees
(NRs.)

Board Meeting 632,000
Audit Committee Meeting 45,000
Risk Management Committee Meeting 50,000
Karmachari Sewa & Subidha Committee 5,000
AML/CFT Committee 20,000
Total 752,000

Additional Facilities

Amount (NRs.)

Telephone Allowance 58,000.00
Internet Allowance 75,000.00
Newspaper Allowance 20,000.00
Total 153,000.00

Chief Executive Officer

Mr. Bishnu Regmi is ser serves as Chief Executive Officer of the Bank. He is provided salary and

allowance and benefits as per contract entered on his appointment.

Total Transaction with Key Management Personnel

Particulars CEO Ex.CEO Ex. Dy CEO

Salary & Allowances 1,727,784 480,000 1,128,932
Provident Fund 55,578
Other Benefits 100,000 26,100 44,901
Total 1,827,784 506,100 1,229,411

Merger and acquisition
No such merger and acquisition has taken place.

Events after reporting date
Proposed dividend
The bank has not declared any dividend.
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5.10 Events after reporting date

Events after the balance sheet date are those events, favorable and unfavorable, that occur between the balance sheet date and the date when the financial
statements are authorized for issue.

Appropriate adjustments in the financial statements and disclosures in notes to accounts have been made for all material and significant events that have
occurred between the balance sheet date and date when the financial statements have been authorized for issue.

Where necessary all material events after reporting date have been considered and appropriate adjustments or disclosures have been made in the Financial
Statements as per NAS 10.

Dividend Income of NRs. 15 Lakh have been received for the fiscal year 2080/81 by the bank as on 21st October, 2024. The income was for the period of FY
2080/81 which was received after the reporting period but before the date of signing the financial statements. Therefore, non operating income was recognised
for the same.

5.11 Additional Disclosures

a) Recovery of Interest after year end and upto Shrawan end, 2081

The 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 upto the end of reporting period to the Regulatory Reserve from the Retained
Earnings. However, the same directives has relaxed this provision with which Bank may not appropriate such amount in case it is recovered within the 15 days
after the year end, i.e 15th Shrawan.

Additionally, the circular issued by Nepal Rastra Bank as on 2081.04.14 which has relaxed this provision with which Bank may not appropriate such amount in
case it is recovered within the end of Shrawan i.e. one month after the year end.

In line with the aforesaid relaxation the gross amount of NPR 4,331,061 which was otherwise required to be appropriated to the Regulatory Reserves has not

5.13

&R

been so appropriated. The details are as follows:

Particulars As on Asadh end 2081 As on Asadh end 2080

Total Accrued Interest as on date 32,204,646 18,881,212
AIR on Bad Loan 24,472,123 12,769,558
AIR on other NPL 5,649,587 1,780,592
AIR on Restructured Loan 94,158 -

Total Accrued Interest on NPL as on date 30,215,868 14,550,150
AIR on staff loans - -

Accrued interest receivable (except for the staff loans) 1,988,778 4,331,061
Less: Cessation of the the interest on loan (Refer Notes 5.11) -

Less: Interest recovered upto 15th Shrawn/(upto Bhadra 15 in PY) as per Directives No. 4 1,542,402 319,452
Amount required to be appropriated to Regulatory Reserves (before staff bonus & tax) 446,376 4,011,609
Gross appropriations to the Regulatory Reserves (before staff bonus & taxes) 281,217 2,527,314
Amount already appropriated to R ory Reserves (before staff bonus & tax) 2,527,314 364,881
Net appropriations to the Regulatory Reserves for unrecovered interest (2,246,097) 2,162,432

Disclosure pursuant to Guideline on Recognition of Interest Income, 2019

In line with the NRB's Guideline on Recognition of Interest Income, 2019 which provides for the cessation of the the interest on loan, in case where contractual
payments of principal and/or interest of the loan are due for more than 12 months. The Bank has not suspended to recognize interest income pursuant to above

guideline.

As per AGM Procedure of NRB Guidelines No.16

Particulars

As of Asadh end 2081

As of Asadh end 2080

No. of Customers

No. of Customers

Accrued Interest Received after Asadh end 2080 till Shrawan end, 2081 120 56.00
Additional 0.3% Loan Loss Provision created on Pass Loan Portfolio NA NA
Extension of moratorium period of loan provided to Industry or Project under Construction NA NA
Restructure/Rescheduled Loan with 5% Loan Loss Provision NA NA
Enhancement of Working Capital Loan by 20% to COVID affected borrowers NA NA
Enhancement of Term Loan by 10% to COVID affected borrowers NA NA
Expiry Date of Additional 20% working capital loan (COVID Loan) extended for upto 1 year with 5% NA NA
provisioning

Expiry Date of Additional 10% Term loan (COVID Loan) extended for upto 1 year with 5% provisioning NA NA
Time Extension provided for repayment of Principal and Interest for upto two years as per clause 41 of NA NA

NRB Directives 2

Table No. 2

Particulars

As of Asadh end 2081

As of Asadh end 2080

No. of Customers

No. of Customers

Refinance Loan NA NA

Business Continuitv Loan NA NA

Table No. 3

Particulars As of Asadh end 2081 As of Asadh end 2080

No. of Customers

Subsidized Loan

No. of Customers

NA

NA
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Narayani Development Bank Limited

Other Assets

At the month end of Ashadh, 2081

(Rs. in '000)

.No. | Assets Gross Amount Specific Provision Net Balance

1 Current Tax Assets 10,344,772 10,344,772
2 Investment Property - -

3 Property and Equipment 37,948,950 17,510,015 20,438,934
4 Assets held for Sale -

5 Other non-banking assets 14,281,137 - 14,281,137
6 Bills receivable -

7 Accounts receivable 10,775,599 10,775,599
8 Accrued income -
9 Prepayment and Deposits -
10 |Income tax deposits -
11 [Deferred Employee Expenditure - -
12 [Others -

TOTAL 73,350,458 17,510,015 55,840,443
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5.15 EPS and Net Worth for the year 2080-81

Net worth As at 31.03.2081 As at 31.03.2080
Total Equity 57,995,470 45,663,936
Less: amount not attributable to shareholders

CSR

Training
Available to shareholders 57,995,470 45,663,936
No. of shares including bonus share 2,624,676 2,624,676
No. of shares excluding bonus share
Net worth per share 22.10 17.40

EPS

As at 31.03.2081

As at 31.03.2080

Profit for the year

(17,800,183)

(78,100,723)

Wtd. Avg no. of shares 2,624,676 2,624,676

EPS-Basic (6.78) (29.76)
EPS_Diluted (6.78) (29.76)
Annualized (6.78) (29.76)
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B]SHAL E" ASSOCIhTES 'E' Kathmandu, Mepal

= ca.bishalbaral@gmail com
Chartered Accountants P PR

INDEPENDENT AUDITOR'S REPORT
To The Sharcholders of
MNarayani Development Bank Limited.
Bharsipur-10, Chitwan

Report on the Audit of the Financial Statements

hualified Opinion

We hove audited the Financial Stiiemenis of Naravani Development Bank Lid. (hereinafier referred
to as “the Bank™) which comprise Statement of Financial Position as at Ashad 32, 2082 (July 16,
2025, Statement of Profit or Loss, Statement of Other Comprehensive Income, Statement of Changes
in Equity, Statement of Cash Flows for the year then ended, Notes o the Financial Statements,
including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the *Basis for Qualified
Opinion” section of our report, the accompanying Financial Suatements present fairly, in all materinl
respeets, the Financial Position of the Bank as at Ashad 32, 2082 (July 16, 2025), its Financial
Performance and its Cash Flows for the year then ended in accordance with Mepal Financial Reporting
Standards (NFR3s).

Basis for Qualified Chpinion

As diselosed in Mote 4,23 (Employee Defined Benefit Obligation) to the financial statements, the Bank
has not obtained an sctuarial valuation of its defined benefit obligations — comprising gratuity and
other long-term employee benefits — for the vear ended Ashad 32, 2082, &= required by Nepal
Accounting Standard (NAS) 19 “Employee Benefits’. NAS 19 requires an entity 1o determine such
obligations using the Projected Unit Credit Method. based on actuarial assumptions (including
discount rate, expected salary escalation, employee wmover'withdrawal rate and mortality)
determined by a gualified actuary, with re-measurement gains and losses recognized in Other
Comprehensive Income

In the absence of an aciuarial valuation report, the lmbility for employees” defined benefit obligation
of MPR 2,196,251 and liability for long-service leave of NPR 1,502,444 recognized under *Other
Liabilities’ in the Sttement of Financial Position as at Ashad 32, 2082, the related personnel expense
recognized in the Statement of Profit or Loss, and the re-measurement gainslosses that should have
been recognized in Other Comprehensive Income for the year then ended, have not been determined
in accordance with NAS 19. Consequently, we wene unable to obtain sufficient appropriate audit
evidence regarding the completeness, accuracy and valuation of the employees defined benefit
obligation and related disclosures required under NAS 19, including the reconciliation of opening :

0 ARRIN SHeURT 9% fofics | aiffe gftded - 20¢o0/o¢d X 0¢d/0¢R



and other comprehensive income for the year, and to the consequential effects on deferred tax and
retained eamnings/reserves as at Ashad 32, 2082 and for the comparative year, were necessary.

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

Emphasis of Matter - Capital Adequacy Ratio, Non-Performing Loan and Subsequent Capital
Infusion through Rights lssue

We draw attention to Note 5.3.2 and 4.7 to the financial statements, which indicates that the Bank's
Capital Fund (Capital Adequacy Ratio), computed as per applicable Nepal Rastra Bank (NRB)
Directives, stood at negative 9.87% as at Ashad 32, 2082, against the minimum regulatory requirement
preseribed under NRB Unified Directive No. 1. The Bank's Non-Performing Loan (NPL) ratio also
stood at a significantly elevated level of 49% as at the reporting date.

As further explained subsequent to the reporting date, the Bank has issued and received subseniption
fora 1:1 right share issue, resulling in an infusion of additional capital amounting to NPR 262,467 6040,
Management has represented that this capital infusion restores the Bank's Capital Fund to a level
compliant with, or substantially improving its position against, the minimum regulatory requirement
presenbed by NRB.

Based on this development and management's assessment thercof, we concur thal no matenal
unceriainty exists that casts significant doubt on the Bank’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
the audit of the Financial Statements of the current period, which were addressed in the context of our
audit of the Financial Statements as a whole, and in forming our opinion thereon. We do not provide
separate opinion on these matters. In addition to the matters described in the Basis for Opinion section,

we hs.:-'c determined the matters described below as the key audit matters to be communicated in our
report.

The results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying Financial Statements.
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SN] = KeyAuditMatters | = Auditor's
« (Interest Income
Ref. MNote no. 4.29 and accounting policies to the financial stalements.
The Bank has toal interest income of  |We applied following procedures in respect of
Ry, 36,66T 47300 im:lu:ﬁng Rs.  |venlcation of inlerest income:
34,817,891 48 on loans and advances | » Understanding of the core banking

0 CUsIOMmMErs.

R

Intergst income of the Bank is
recognized in accordance with the
Guidance Note on Interest Income
Recognition, 2025, issued by Nepal
Rastm Bank (NRB). As per the
guideline, the interest recognition is
based on the stage (Stage 1, 2, or 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) shall 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 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.

The manual intervention is required
for the interest recognition process.
Hence, it creates nsk of improper
application of guidelines, in staging
financial assets and determination of
interest  income of the Bank.
Therefore, we have considered it as
Key Audit Matter,

software of the Bank how interest rate
on loans and advances has been
implemented in system.

Whether interest income on advances is
automatically generated in the CBS
svstem,

We obtained an understanding of the
Bank's process for classifying loans into
stages 1-3 as per NRB ECL guidelines.

Review of accrual and recognition
interest income whether relevant NFRS
and the NRB norms have been followed
by the Bank for the same.

Review and verify the transactions
relating to manual debit or credit of
interest in the system.

Understanding as to how the Bank's
management monitors their business,
analyze its credit portfolic and the
interest income thereon.

Review whether the legal remedies
against defaulting borrowers are not
adversely affected.

Accounting policies and recognition of
interest income has been considered
acceptable.
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The Bank has total investment securities of
Rs. 39,153,365 as at Ashad 32, 2082
classified into two different categories as
investment  securities measured ot
amortized cost and investment in equity
measured at fair valee through other
comprehensive income, which in aggregate
represent 7.45% of the total assets of the
Bank.

Classification of investment into different
calegories a8 investment  securities
measured al amortized cost and investment
in equity measured at fair value through
other comprehensive income warrant
management judgement and it impacts on
valuation of investment securities and
impairment allowance.

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

We applied following procedures in respect of)

investment verification:

# Review of accounting policies adopted
by the Bank based on Mepal Financial
Reporting Standards and the Directives
issued by NREB and compliance of the
same,

» Evaluation of management’s
assessment o caleponze investments
classified into different categories as
investmenl securitics measured at
amortized cost and investment in equity
measured at fair value through other
comprehensive income,

» Verification of valuation of investment
on sampling basis in reference to its cost
and quoted market price as the case may
be.

# Verilication of impairment allowance
provided for different investmenis in
commensurate with NFRSs and NRB
Directives.

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

acceptable.

3. [Impairment of Loans and Advances

Ag per the NFRS 9- Expected Credit Loss

Related Guidelines, 2024, BFls are required

Lo recognide impairment on credil exposures

" s the higher of:

# ECL calculated as per NFRS 9

= And Existing regulatory provisions
in Unified Directives.

| Accordingly, the higher of the above is taken

@s impairment loss for loans and advances.

The Bank™s Portfolio of loans and advances
ounts to NPR. 320,711,480 on which the

Fﬂk has reported the following impairments

| ol

lowing the above provision:

Our audit approach included:

a. Reviewing the overdue status of loans
and advances by obtaining data from the
gystem and matching the same with NRB
2.2 repont,

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

¢. Assessed the alignment of the Bank's
Impairment for expected credit losses
computations and underlying
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lm pairment Current Year | Previoos Year

Loan & - 2
Advance o
BF1

Loan &
Advance to
Customer

Collective
Imipairmient

2313810

Inividual
Im pairment

133,669,511 139,749,611

Grand
Total

135,963,381 144,385,555

The Bank's portfolio of loans and advances is
material o the financial statements.
Determination of impairment as per NRB ECL
guideling involves significant management
judgment in assessing staging (Stage 1, Stage 2
and Stage 3), estimation of Probability of
Default (PDY), Loss Given Default (LGD),
Exposure at Default (EAD), and consideration
of forward-looking MACIOECONDMmIc
assumplions.

This is a key avdit matter due to

s The involvement of significant management
judgements, assumptions and level of
uncertainty associated with estimating fiture

| cash flows to recover such loans and advances;

and

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

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

methodology  including responses 1o
current  economic  conditions with its
accounting policies. based on the best
available information up to the date of our
repon

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

¢, Tested the completeness, accuracy and
reasonablencss of the underlying data used
in the expected credit loss computations
by agrecing details to relevant source
documents and accounting records.

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

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

g. For loans and advances assessed on an
individual basis for impaimment:

* Tested the arithmetical accuracy of the
underlying i ivadual impairment
caleulntions.

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

h For loans and advances assessed on o
collective basis for impairment:

* Tested the key inputs and the calculations
used in the impairment for expected credit
losses,

*  Assessed  the  reasonableness  of
judgements, estimates used by the

Management in the  underlying
methodology  and  the management
overlays. Our  testing  included
regsonableness  of  forward-looking

information used, economic
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considered, and probability weighting

assigned to each scenario,

We applied following procedures in

respect of werification of loan loss

provision:

* Review of bomower's files, which
includes  evalustion of bormowers'
repayment behavior, assessment of
financial strength based on the
available  financial  statements,
adequacy of  security/collateral,
obtainment  of  required  legal
documents, CIC  reports, and
compliance with prudential
regulations.

¥ Business sites visit of the bomowers
on sampling basis,

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

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

# Evaluation of approprisleness of

subjective judgement made by the

management for performing loans’
bomrowers.,

» Review of Management and Board's
evaluation and decisions on loans.

» Reviewed the ECL wvalidation repont
and assessed key assumptions, model
methodology, and recommendations
provided.

Loan loss provision made by the Bank is

considered acceplable,

W

ARRI SHeURT 9% fofics | aiffe gftdad - 20¢0/o¢d ¥ 0¢4/0¢R

AR



S.N.

Kev Audit Matters

Auditor's Response

4. Information Technology

Considering the nature, complexity and
volume of business and transactions, the
Bank has used different system including
core banking system and management
information system (MIS) based on
information technology. Transactions of
the Bank have been electronically camied
out and its data and information of the Bank
has been digitally stored. It has to ensure
strong internal control relating to 1T and
MIS. Various reports including the
financial statements are highly dependent
on such digitally stored data and other
related system.

We have considered this as a key audit
matter as any lapses in the control system
including input, processing and output or
any wrong extractions of data may result in
the wrong reporting of the data to the
management, shareholders, and regulators.

We applied following procedures in respect
of information technology:

» Review of control relating to the
information system of the Bank whether
it is as required by the relevant NRB
guidelines.

Understanding controls over input,
processing and output of the existing 1T
system.

L o

Review of accuracy and correctness of

information/reports  generated by the
relevant system on sampling basis.

v

» Review of meport of Information
System  Audit and implementation
status of recommendations thercon.

Based on the above audit procedures
performed, control over the information
technology prevailing in the Bank has been

considered adequate,

Information Other than the Financial Statements and Auditors' Report Thereon

The Bank's Management is responsible for the other information. The other information comprises the
information included in the Management Report, the Board of Directors, and Chairman's Statement
but docs not include the financial statements and our auditor's report thereon. Our opinion on the
financial statements does not cover other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and in doing so, consider whether the other information is materially inconsistent with
the financial statements, or our knowledge obtained during our audit or otherwise appears 1o be
materially misstated. As the other information documents are in the process of completion, the
management has provided written representation that the final version of the documents will be
provided when available thus we have nothing to report in this regard.

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 Reponing standards (NFRSs) and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the Financial Statements, management is responsible for assessing the Bank's ability to
continue as a going concern, disclosing as applicable matters related to going concern and using the
going concemn basis of accounting unless management either intends 1o liquidate the company or to
cease operations or has no realistic alternative but to do so. Those Charged With Govemnance is
responsible for overseeing the Bank's financial reporting process




Auditor's Responsibilities for the Audit of the Financial Statements

Owr objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is nol a guarantee that an
audit conducied in accordance with WSAs will always detect a material missiaternent when it exists,
Misstatements can arise from fraud or error and are considered material if individually or in aggregate,
they eould reasonably be expected to influence the economic decisions of users (aken on the basis of
these financial statements. As part of an audit in sccordance with NSAs, we exercise professional
Judgment and maintain professional skepticism throughout the audit, We also:

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

¢ Obtain an understanding of internal control relevant o the audit in order W design audit
procedures that are appropriate in the circumsiances, but not for the purpose of expressing an
opinion on the effectiveness of the Bank's internal control.

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

& Conclude on the appropriateness of management's use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Bank's ability to continue as a going

* concern. IF we conclude that a material uncerainty exists, we are required 1o draw attention in
our auditor's report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions may cause
the Bank to cease to continue as a going concem.

¢ 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.

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters thal may reasonably be thought to bear on our independence, and where applicable,

related safeguards.
Repori on Oiher Legal and Regulatory Requirements
We have determined to communicate following matters in accordance with the requirements of NRB
Directives, Companies Act, 2063, BAFIA, 2073 and other regulatory requirements:
i.  We have obiained all the information and explanations, which to the best of our knowledge
and belief were necessary for the purpose of audit.

i,  Most of the books of accounts and records of the Bank have been maintained as
by law.
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iv.
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vili.

Statement of Financial Position, Statement of Profit or Loss, Statement of Other
Comprehensive Income, Statement of Cash Flows, and Statement of Changes in Equity

dealt with by this report are in agrecment with the books of accounts maintained by the
Bank.

Except for Capital fund, the risk bearing fund and the provision for possible impairment of
assets of the Bank arc adequate as per the Directives issued by Nepal Rastra Bank.

In our opinion and to the best of our information and according to the explanations given
to us. the Board of Directors, the representative or any emplovee of the Bank has not acted
contrary 1o the provision of law relating to accounts nor caused direct loss or damage 1o

the Bank deliberately or acted in a manner that would jeopardize the interest and security
of the Bank.

However, during the course of our audit, we became aware of the following matters
involving the then Branch Manager of Yagyapuri Branch:

e We noted an alleged misappropriation involving a cheque amounting to NPR
4,000,000 which remained ouistanding for a period of approximately seven
months and fifteen days. The alleged incident relates to the fiscal year 2080. We
further noted that no appropriate investigation or disciplinary action had been
initiated by the Bank's management during the reporiing period.

v

We also noted that a loan borrower had submitted a written complaint alleging
that the then Branch Manager had misappropriated loan installment amounts
received from the borrower. As of the date of our audit report, no formal
investigation had been conducted by the Bank's management into the allegations,
and the matter remained unresolved.

The Bank has not acted in a manner 1o jeopardize the interest and security of the depositors
and investors,

The Bank has a centralized core accounting system and details received from branches of

the Bank though the statements are not independently audited, were adequate for our audit,
and

We have not come across any fraud in the accounts except as noted in paragraph (v) above,
so far as it appeared from our examination of the books of account.

Bishal Baral, FCA

Principal

Bishal & Associates

Chartered Accountanis

UDIN: 260726CAQ1385P5227

Date: 20830410
Place: Kathmandu
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Narayani Development Bank Limited
Statement of Financial Position
As at 32nd Ashadh, 2082

Particulars Note As at 32.03.2082 As at 31.03.2081
Assets
Cash and cash equivalent 4.1 94,264,515 264,049,666
Due from Nepal Rastra Bank 4.2 58,147,270 48,488,766
Placement with Bank and Financial Institutions 4.3 - -
Derivative financial instruments 4.4 - -
Other trading assets 4.5 - -
Loan and advances to B/FIs 4.6 - -
Loans and advances to customers 4.7 187,845,771 264,397,015
Investment securities 4.8 39,153,365 47,153,554
Current tax assets 4.9 2,241,573 10,344,772
Investment in subsidiaries 4.10 - -
Investment in associates 4.11 - -
Investment property 4.12 36,132,137 14,281,137
Property and equipment 4.13 40,763,038 30,649,124
Goodwill and Intangible assets 4.14 4,737,501 7,299,826
Deferred tax assets 4.15 47,182,985 38,787,446
Other assets 4.16 15,506,667 10,775,599
Total Assets 525,974,824 736,226,906
Liabilities
Due to Bank and Financial Institutions 4.17 - -
Due to Nepal Rastra Bank 4.18 - -
Derivative financial instruments 4.19 - -
Deposit from customers 4.20 449,675,444 631,521,022
Borrowings 4.21 - -
Current Tax Liabilities 4.9 - -
Provisions 4.22 - -
Deferred tax liabilities 4.15 - -
Other liabilities 4.23 51,039,555 46,710,411
Debt securities issued 4.24 - -
Subordinated Liabilities 4.25 - -
Total liabilities 500,714,999 678,231,434
Equity
Share capital 4.26 262,467,600 262,467,600
Share premium 10,101,374 10,101,374
Retained earnings (468,543,224) (411,508,978)
Reserves 4.27 221,234,075 196,935,475
Total equity attributable to equity holders 25,259,825 57,995,470
Non-controlling interest
Total equity 25,259,825 57,995,470
Total liabilities and equity 525,974,824 736,226,906
Contingent liabilities and commitment 4.28 46,004,982 22,145,454
Net assets value per share 9.62 22.10
As per our report of even date
SD SD & Stamp SD SD & Stamp

Arjun Subedi
Head-Finance

SD
Teknath Dhakal
Director

Date:

Pashupati Poudel
Chief Executive Office

SD
Ganesh Man Pradhan
Director

Chandra Man Maleku
Chairman

sD
Ek Narayan Kafle
Director
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Narayani Development Bank Limited
Statement of Profit or Loss
As at 32nd Ashadh, 2082

Particulars Note As at 32.03.2082 |As at 31.03.2081
Interest income 4.29 36,667,473 53,802,411
Interest expense 4.30 36,017,650 46,810,903
Net interest income 649,823 6,991,508
Fees and commission income 4.31 566,456 4,354,077
Fees and commission expense 4.32 36,019 350
Net fee and commission income 530,437 4,353,727
Net interest, fee and commission income 1,180,260 11,345,235
Net trading income 4.33 - -
Other operating income 4.34 5,984,252 2,298,309
Total operating income 7,164,512 13,643,544
Impairment charge/(reversal) for loans and other losses 4.35 627,025 (18,646,267)
Net operating income 6,537,487 32,289,811
Operating expense
Personnel expenses 4.36 19,755,235 21,059,543
Other operating expenses 4.37 18,635,078 18,062,772
Depreciation & Amortization 4.38 11,033,446 10,147,882
Operating Profit (42,886,271) (16,980,386)
Non operating income 4.39 - -
Non operating expense 4.40 4,960,147 -
Profit before income tax (47,846,418) (16,980,386)
Income tax expense 4.41
Current Tax expense
Deferred Tax expense/(income) 9,510,049 (819,797)
Profit for the period (38,336,369) (17,800,183)
Profit attributable to:
Equity holders of the Bank (38,336,369) (17,800,183)
Non-controlling interest
Profit for the period (38,336,369) (17,800,183)
Earnings per share
Basic earnings per share (14.61) (6.78)
Diluted earnings per share (14.61) (6.78)

SD

Arjun Subedi
Head-Finance

SD
Teknath Dhakal
Director

Date:

qo0

SD & Stamp
Pashupati Poudel

Chief Executive Office

SD
Ganesh Man Pradhan
Director

SD
Chandra Man Maleku
Chairman

SD
Ek Narayan Kafle
Director

As per our report of even date

SD & Stamp

CA Bishal Baral

For Bishal & Associates
Chartered Accountants

SD
Ramhari Poudel
Independent Director
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Narayani Development Bank Limited
Statement of Comprehensive Income

As at 32nd Ashadh, 2082

Particulars

As at 32.03.2082

As at 31.03.2081

Profit for the period

Other comprehensive income, net of income tax

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

Gains/(losses) from investments in equity instruments measured at fair value
Gains/(losses) on revaluation

Actuarial gains/(losses) on defined benefit plans

Income tax relating to above items

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

b) Items that are or may be reclassified to profit or loss
Gains/(losses) on cash flow hedge
Exchange gain/(losses) (arising from translating financial assets of foreign operation)

Income tax relating to above items
Reclassify to profit or loss

method

Net other comprehensive income that are or may be reclassified to profit or loss

c) Share of other comprehensive income of associate accounted as per equity

(38,336,369)

3,715,034

(1,114,510)
2,600,524

(17,800,183)

(274,056)

82,217
(191,839)

Other comprehensive income for the period, net of income tax

2,600,524

(191,839)

Total comprehensive income for the period

(35,735,845)

(17,992,022)

Total comprehensive income attributable to:
Equity holders of the Bank

Non-controlling interest

Total comprehensive income for the period

(35,735,845)

(35,735,845)

(17,992,022)

(17,992,022)

As per our report of even date

SD
Arjun Subedi
Head-Finance

SD
Teknath Dhakal
Director

Date:

SD & Stamp
Pashupati Poudel
Chief Executive Office

SD
Ganesh Man Pradhan
Director

sD
Chandra Man Maleku
Chairman

SD
Ek Narayan Kafle
Director
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Narayani Development Bank Limited

Statement of Cash Flow

For the year ended on 32nd Asadh 2082

Loan and advances to bank and financial institutions

Particulars Note As at 32.03.2082 | As at 31.03.2081

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received 35,422,581 51,658,434
Fees and other income received 566,456 4,354,077
Dividend received - -
Receipts from other operating activities 26,800 10,038
Interest paid (36,017,650) (46,810,903)
Commission and fees paid (36,609) (350)
Cash payment to employees (19,755,235) (21,059,543)
Other expense paid (26,723,129) (26,312,240)
Operating cash flows before changes in operating assets and liabilities (46,516,785) (38,160,488)
(Increase)/Decrease in operating assets -
Due from Nepal Rastra Bank (9,658,503) 7,609,487
Placement with bank and financial institutions - -
Other trading assets (21,851,000) (14,281,137)

Loans and advances to customers 84,953,419 144,174,693
Other assets (4,858,989) 5,164,557
Increase/(Decrease) in operating liabilities -
Due to bank and financial institutions -
Due to Nepal Rastra Bank -
Deposit from customers (181,845,578) (1,292,126)
Borrowings -
Other liabilities (1,870,482) 976,470
Net cash flow from operating activities before tax paid (181,647,919) 104,191,456
Income taxes paid (1,053,486) (364,732)
Net cash flow from operating activities (182,701,405) 103,826,724
CASH FLOWS FROM INVESTING ACTIVITIES - -
Purchase of investment securities (616,883) -
Receipts from sale of investment securities 15,753,831 -
Purchase or Sale of debenture/bond - -
Purchase of property and equipment (6,336,905) (621,928)
Receipt from the sale of property and equipment 182,176 156,962
Purchase of intangible assets (132,775) -
Receipt from the sale of intangible assets - -
Purchase/sale of investment properties -
Receipt from the sale of investment properties - -
Interest received 292,848.36 155,200
Dividend received 782,353.81 2,288,271
Net cash used in investing activities 9,924,645 1,978,505
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 2,991,610 30,043,601
Net cash from financing activities 2,991,610 30,043,601

Net increase (decrease) in cash and cash equivalents
Cash and Cash Equivalent From Acquisition

(169,785,151)

135,848,830

Opening balance of cash and cash equivalents 264,049,666 128,200,835
Effect of exchange rate fluctuations on cash and cash equivalents held - -
Closing Cash and Cash Equivalent 94,264,515 264,049,666

SD SD & Stamp SD
Arjun Subedi Pashupati Poudel

Head-Finance Chief Executive Office Chairman
SD SD SD
Teknath Dhakal Ganesh Man Pradhan

Director Director Director
Date:

Ek Narayan Kafle

Chandra Man Maleku

As per our report of even date

SD & Stamp

CA Bishal Baral

For Bishal & Associates
Chartered Accountants

SD

Ramhari Poudel
Independent Director
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Narayani Development Bank Limited
Notes to Financial Statements

Statement of Distributable Profit or Loss

Particulars As at 32.03.2082 | As at 31.03.2081
Net profit or (loss) as per statement of profit or loss (38,336,369) (17,800,183)
Appropriations: -
a. General reserve -
b. Foreign exchange fluctuation fund -

c. Capital redemption reserve -

d. Corporate social responsibility fund -

e. Employees' training fund (413,743) (249,701)

f. Other -
Profit or (loss) before regulatory adjustment (38,750,113) (18,049,884)
Regulatory adjustment :

a. Interest receivable (-)/previous accrued interest received (+) (774,721) 2,246,097

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 (+) (8,985,848) (8,997,117)

e. Deferred tax assets recognized (-)/ reversal (+) (9,214,103) 737,580

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

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

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

i. Other (+/-) Fair Value Gain/(Loss) 976,931 (191,839)
Distributable profit or (loss) (56,747,854) (24,255,162)
Opening Retained Earning as on Srawan 1st 2081 (411,508,979) (387,783,472)
Adjustment(+/-) _ _

Prior period items-Lease Adjustments - -
Fair value reserve of Investment securities disposed (286,392) -
Reversal of Expenses charged in prior periods - 529,656
Adjusted Retained earnings as on Srawan 1 (411,795,370) (387,253,816)
Distribution:
Bonus Shares Issued - -
Cash Dividend Paid - -
Total Distributable profit or (loss) as on year date (468,543,224) (411,508,979)
Annualised Distributable Profit/(Loss) Per share (14.76) (6.88)
SD SD & Stamp SD SD & Stamp
Arjun Subedi Pashupati Poudel Chandra Man Maleku CA Bishal Baral
Head-Finance Chief Executive Office Chairman For Bishal & Associates
Chartered Accountants
SD
SD SD SD Ramhari Poudel
Teknath Dhakal Ganesh Man Pradhan Ek Narayan Kafle Independent Director
Director Director Director
Date:
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Narayani Development Bank Limited
Notes to Financial Statements
For the year ended on 32nd Asadh, 2082

Reporting entity

General

Narayani Development Bank Limited (hereinafter referred to as "Bank") is district level class "B" licensed financial institution licensed by
Nepal Rastra Bank. It was initially registered as Narayani Audyogik Bikash Bank Ltd. and was renamed to Narayani Development Bank
Ltd. The Bank was declared problematic financial institution on 2070/12/27. After categorization as problematic institution the bank took
number of intiatives of revival including recovering of loans and advances and improving capital adequacy ratio. As a result the bank was
removed from the list of problematic financial institutions and NRB has withdrawn the restrictions imposed as problematic institution vide
letter no Bi.Bai.Su.Bi/Ni.Yo/077/78 dated 2077/04/21. The Bank is operating as district level development bank with the registered and
corporate office located at Bharatpur-10, Chitwan, Bagmati Pradesh, Nepal.

The Bank was incorporated under Companies Act 2053 as public limited company. The Bank is listed with Nepal Stock Exchange.
The Bank has resumed to accept deposits and lend loans and advances from 2077/04/21.

Financial Statements

The Financial Statements of the Bank for the year ended on July 16, 2025 comprises Statement of Financial Position, Statement of Profit
or Loss, Statement of Other Comprehensive Income, Statement of Change in Equity, Statement of Cash Flows and Notes to the Financial
Statement comprising summary of Significant Accounting Policies and explanatory notes.

Principal activities and operations of the Bank

The Bank is providing comprehensive range of financial services including acceptance of deposits, corporate and retail credit, hire
purchase financing, micro credit. Trade financing, prsonal and corporate banking, issuing of debit/credit cards, internet banking, mobile
banking, remittance facilities, dealing in government securities and treasury related products, agency service and other ancilliary
services permitted by Banking and Financial Instituition Act 2073.

Basis of Preparation

Statement of Compliance

The financial statements have been prepared on a going concern basis and under historical cost conventions except where the standards
require otherwise. The financial statements of the group have been prepared in accordance with Nepal Financial Reporting Standards
(NFRS) developed by the Accounting Standards Board, Nepal (ASB Nepal) and pronounced for application by the Institute of Chartered
Accountants of Nepal (ICAN).

The Financial Statements comprise of Statement of Financial Position, Statement of Profit or Loss, Statement of Other Comprehensive
Income, Statement of Change in Equity, Statement of Cashflows and Notes to Accounts on the format prescribed by NRB Directive No. 4
of Unified Directives, 2081.

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

Reporting Period and Approval of Financial Statements

Reporting Period:

The Bank follows the Nepalese Financial year based on Nepali Calendar starting from 1st of Shrawan, 2081 and ending as on 32nd
Asadh, 2082. (16th of July, 2024 to 16th of July, 2025).

Approval of Financial Statements
The accompanied financial statements have been approved and authorised for issue by the Board of Directors in its meeting held on
of , 2083 and have been recommended for approval by shareholders in the Annual General Meeting.

Functional and Presentation Currency
The financial statements are presented in Nepalese Rupee, which is also the functional and presentation currency of the Bank. Figures
are rounded off to nearest Rupee, except, where otherwise stated.

Use of Estimates, Assumptions and Judgments

The management of the Bank, makes accounting judgments, estimates and assumptions which have an impact on the reported amounts
of assets, liabilities, income and expenses on the financial statements. NFRS requires the Bank to exercise judgment in making
accounting estimates. The management believes that these estimates and assumptions are reasonable and prudent. These estimates
and assumptions are reviewed on an ongoing basis. The significant accounting policies that relate to the financial statements along with
the judgments made are described herein. Revisions to accounting estimates are recognized prospectively.

Where an accounting policy is generally applicable to a specific item, the policy is described within that relevant note. Description of such
estimates has been given in the relevant sections wherever they have been applied.

Changes in Accounting Policies

The Bank is required to adopt and apply the accounting policies in conformity with NFRS, the accounting policies are applied consistently;
changes, if any, are disclosed with the financial impact to the extent possible.

The Bank under NFRS, is required to apply accounting policies to most appropriately suit its circumstances and operating environment.
Further, the Bank is required to make judgments in respect of items where the choice of specific policy, accounting estimate or
assumption to be followed could materially affect the financial statements. This may later be determined that a different choice could
have been more appropriate. The accounting policies have been included in the relevant notes for each item of the financial statements
and the effect and the nature of changes, if any, have been disclosed
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2.6 New Standards in issue that has become effective from this year
NFRS 9 Financial Instruments replaces NAS 39 Financial Instruments: Recognition and Measurement.

NFRS 9 also replaces the existing incurred loss impairment approach with an expected credit loss approach, resulting in earlier
recognition of credit losses. The NFRS 9 impairment model has three stages. Entities are required to recognize a 12-month expected loss
allowance on initial recognition based on the basis of probability of default (PD) of the remaining maturity period of the instrument
(Stage 1) and a lifetime expected loss allowance when there has been a significant increase in credit risk (Stage 2) The assessment of
whether a significant increase in credit risk has occurred is a key aspect of the NFRS 9 methodology and involves quantitative measures.
such as forward-looking probabilities of default, and qualitative factors and therefore requires considerable management judgment Stage
3 requires objective evidence of impairment, which is similar to the guidance on incurred losses in previously existing NAS 39. NFRS 9
requires the use of more forward-looking information including reasonable and supportable forecasts of future economic conditions. The
need to consider multiple economic scenarios and how they could impact the loss allowance is a very subjective feature of the NFRS 9
impairment model. Loan commitments and financial guarantees not measured at fair value through profit or loss are also in scope.

The Bank prepares its financial statements in accordance with Nepal Financial Reporting with effect from FY 2074/75. impairment of
financial assets is assessed using the Expected Credit Loss (ECL) model under NFRS 9, in line with guidelines issued by Nepal Rastra
Bank (NRB). This replaces the earlier incurred loss model under NAS

39

Scope

ECL provisions are recognized on the following financial instruments:

m Financial assets measured at amortized cost

m Financial assets measured at fair value through other comprehensive income (FVOCI)

m Lease receivables

m Contract assets

m Loan commitments (except those measured at FVTPL)

m Financial guarantee contracts

ECL Measurement

ECL represents a probability-weighted estimate of credit losses (present value of expected cash shortfalls) and is determined using the
following three key parameters:

m Probability of Default (PD): likelihood of default over a specified horizon: minimum prudential floor of 2.5% is applied.

m Loss Given Default (LGD): proportion of exposure not expected to be recovered in case of default: minimum of 45% is applied where
models are not available. Collateral valuations are adjusted for prescribed haircuts.

m Exposure at Default (EAD): expected exposure at the time of default, including on-balance and off-balance sheet exposures, with Credit
Conversion Factors (CCFs) applied.

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), BFIs are required to take following factors into account:

ECL = PD * LGD*EAD

Staging of Financial Assets

Financial assets are categorized into three stages based on changes in credit risk since initial recognition:
Stage 1: 12-month ECL is recognized.

Stage 2: (Significant Increase in Credit Risk - SICR): Lifetime ECL is recognized.

Stage 3: (Credit-impaired): Lifetime ECL is recognized: interest income is recognized on a cash basis

Indicators of significant increase in credit risk (SICR)
The Bank determines SICR based on both quantitative and qualitative factors, including but not limited to:

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.

Intial recognition is done as stage 1 unless it is purchased or credit impaired financial assets. Assets with no SICR and with low credit
risk at reporting date are also stage 1. Financial assets with overdue upto 1 months are also stage 1 assets.

Financial instruments are classified under Stage 2 when there is a significant increase in credit risk since initial recognition.

This includes exposures with contractual payments overdue for more than 1 months but not exceeding 3 months, and loans categorized
as 'Watchlist' as per NRB prudentia! directives. Loans without approved credit lines or those with credit lines revoked by the bank are
also included. Further, loans that have been restructured or rescheduled but are not yet classified as non-performing fall under this
stage, except in cases where changes arise from prepayments or adjustments in instalments due to floating interest rate changes.
Additionally, exposures to non-investment grade financial instruments, i.e. those rated BB+ or below, are also categorized under Stage 2.
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Financial instruments are classified under Stage 3 when contractual payments are overdue for more than 3 months or when the Bank
and Financial Institution (BFI) assesses that the borrower is unlikely to meet its credit obligations in full without realization of security.
Indicators of unlikeliness to pay include loans placed on non-accrual status, distressed restructurings involving material concessions,
bankruptcy filings by either the borrower or the bank, sale of exposures at a significant credit-related loss, or evidence that repayment is
dependent on collateral realization. Additionally, loans classified as non-performing under NRB prudential directives and other credit-
impaired instruments showing objective evidence of impairment are included. Such evidence may consist of significant financial difficulty
of the borrower, breaches of contract such as default, concessions granted due to financial distress, high probability of bankruptcy or
financial reorganization, disappearance of an active market due to credit concerns, or origination/purchase of assets at a deep discount
reflecting incurred credit losses.

For the purpose of ECL calculation, portfolio has been classified as in addition to staff loans, investment and off balance sheet items:
a. Business Loans

b. Retail Loans

c. Microfinance Loans

d. Government Receivable

e. Micro Loans

Discounting

The Bank determines amortized cost of a financial asset or a financial liability using the effective interest rate. The effective interest rate
is the rate that exactly discounts estimated future cash payments or receipts throughout the expected life of a financial asset or a
financial liability to the net carrying amount of the financial asset or liability. If expected life cannot be determined reliably, then the
contractual life is used.

In case where the Group assesses that the transaction amount of a financial asset or a financial liability does not represent its fair value,
the related future cash flows are discounted at prevailing interest rate to determine the initial fair value

Going Concern

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

Limitation of NFRS implementation
If the information is not available and the cost to develop would exceed the benefit derived, such exception to NFRS implementtion has
been noted and disclosed in respective section.

Significant Accounting Policies
The accounting policies set out below have been applied consistently to all periods presented in these Financial Statements, unless
otherwise indicated

Basis of Measurement:

The Financial Statements of the Bank have been prepared under historical cost convention modified to include the fair valuation to the
extent required or permitted under NFRS as set out in the relevant accounting policies, financial information recorded and reported to
comply with the Directive of Nepal Rastra Bank and relevant business practices followed by the Bank are disclosed separately, where
there have been deviations with recognition and presentation criteria of NFRS.

Item Basis of Measurement

Investment Securities through SOCI Fair Value

Employee Defined Benefit Obligation Accrued Amount as of reporting date.
Non-Banking Assets Cost

Loans to Employees Amortised Cost

Basis of consolidation
Bank does not have subsidiary companies, accordingly, consolidation of financial statements is not a requirement.

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

Recognition

Financial assets and liabilities, with the exception of loans and advances to customers and balances due to customers, are initially
recognized on the trade date i.e. the date that the Bank becomes a party to the contractual provisions of the instrument. Investments in
equity instruments, bonds, debenture, Government securities, NRB bond or deposit auction, reverse repos, outright purchase are
recognized on trade date at which the Bank commits to purchase/acquire the financial assets. Regular way purchase and sale of financial
assets are recognized on trade date at which the Bank commits to purchase or sell the asset

Classification

Financial Assets:

The Bank classifies the financial assets as subsequently measured at amortized cost or fair value on the basis of the Bank’s 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:

i) 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 the Statement of Profit and Loss.
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The Bank classifies a financial asset measured at amortized cost if both of the following conditions are met:

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

ii) At fair value through profit or loss: Financial assets are classified at 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

iii) 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
subsequently measured at fair value through other comprehensive income. Fair value movements are recognized in the other
comprehensive income (OCI).

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

i) At Amortized Cost
ii) At Fair Value through Profit or Loss (FVTPL)

i) At amortized cost: All financial liabilities other than measured at fair value through profit ore loss are classified as subsequently
measured at amortized cost using effective interest method.

ii) At fair value through profit or loss: Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabities designated upon intial 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.

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

Financial assets and liabilities designated at fair value through profit or loss are subsequently carried at fair value, with gains and losses
arising from changes in fair value taken directly to the statement of profit or loss. Interest and dividend income or expense is recorded in
revenue according to the terms of the contract, or when the right to payment has been established.

Available-for-sale financial assets are subsequently carried at fair value, with gains and losses arising from changes in fair value taken to
Other Comprehensive Income. The Bank irrevocable election to route fair value changes through Other Comprehensive Income.
Gain/Loss an equity instruments classified as fair value through other comprehensive income is charged directly to equity and impact of
re-measurement is

shown in OCI.

Loans and receivables and held-to-maturity financial assets are subsequently measured at amortized cost. Within this category loans and
advances to the customers have been recognized at amortized cost using the method that very closely approximates effective interest
rate method. The losses arising from impairment of such investments are recognized in the income statement within credit loss expense.
If the Bank were to sell or reclassify more than an insignificant amount of held-to-maturity investments before certain specific maturity
(other than in circumstances), the entire category would be tainted and would have to be reclassified as available-for-sale.

Financial liabilities are subsequently measured at amortized cost, with any difference between proceeds net of directly attributable
transaction costs and the redemption value recognized in the statement of profit or loss over the period of the borrowings using the
effective interest method.

De-recognition

Financial Assets

Financial assets are derecognized when the rights to receive cash flows from the assets have expired or where the Bank has transferred
substantially all risks and rewards of ownership. If substantially all the risks and rewards have been neither retained nor transferred and
the Bank has retained control, the assets continue to be recognized to the extent of the Bank’s continuing involvement.

Financial Liabilities

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

Determination of fair value

'Fair value' is the price that would be received to sell an asset or paid to transfer a liability (exit price) in an orderly transaction between
market participants at the measurement date in the principal or, in its absence, the most advantageous market to which the Bank has
access at that date. The fair value of liability reflects its non performance risk.

Assets and liabilities carried at fair value or for which fair values are disclosed have been classified into three levels according to the
observability of the significant inputs used to determine the fair values. Changes in the observability of significant valuation inputs during
the reporting period may result in a transfer of assets and liabilities within the fair value hierarchy. The Bank recognizes transfers
between levels of the fair value hierarchy when there is a significant change in either its principal market or the level of observability of
the inputs to the valuation techniques as at the end of the reporting period.

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

Level 2: Valuations are those with quoted prices for similar instruments in active markets or quoted prices for identical or similar
instruments in inactive markets and financial instruments valued using models where all significant inputs are observable
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Level 3: Portfolios are those where at least one input, which could have a significant effect on the instrument’s valuation, is not based on
observable market data.

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

If a market for a financial instrument is not active, the Bank establishes fair value using a valuation technique. Valuation techniques
include using recent arm’s length transactions between knowledgeable, willing parties (if available), reference to the current fair value of
other instruments that are substantially the same, discounted cash flow analysis. The best evidence of the fair value of a financial
instrument at initial recognition is the transaction price - i.e. the fair value of the consideration given or received. However, in some
cases, the fair value of a financial instrument on initial recognition may be different to its transaction price. If such fair value is
evidenced by comparison with other observable current market transactions in the same instrument (without modification) or based on a
valuation technique whose variables include only data from observable markets, then the difference is recognized in profit or loss on
initial recognition of the instrument. In other cases, the difference is not recognized in profit or loss immediately but is recognized over
the life of the instrument on an appropriate basis or when the instrument is redeemed, transferred or sold, or the fair value becomes
observable. All unquoted equity investments are recorded at cost. Promoter shares are valued at the last traded price of reporting date of
such shares and if information is not available then promoter shares are valued at 50% of market price of public shares as on reporting
date.

Impairment OF Loan and Advances

Impairment of loans and advances is done as per ECL provision of NRFS 9 and NFRS 9- Expected Credit Loss Related Guidelines, 2024
issued by NRB. The details related to the same is outlined in 2.6.

As per Loan Loss Provision of Nepal Rastra Bank Loan loss provisions in respect of non-performing loans and advances are based on
management's assessment of the degree of impairment of the loans and advances, subject to the minimum provisioning level prescribed
in relevant NRB guideline, Provision is made for possible losses on loans and advances including bills purchased at 1.00% toAs 100% on
the basis of classification of loans and advances, overdraft and bills purchased in accordance with NRB directives.

Policy Adopted

As per the Carve out notice issued by ICAN, the Bank has measured impairment loss on loan and advances as the higher of amount
derived as per norms prescribed by Nepal Rastra Bank for loan loss provision and amount determined as per ECL provision of NFRS 9 and
NFRS 9- Expected Credit Loss Related Guidelines, 2024 issued by NRB.

Impairment of financial investment- available for sale

The Bank also records impairment charges on available-for-sale equity investments when there has been a significant or prolonged
decline in the fair value below their cost along with the historical share price movements, duration and extent up to which the fair value
of an investment is less than its cost.

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

Derivatives assets and derivative liabilities

A derivative is a financial instrument whose value changes in response to the change in an underlying variable such as an interest rate,
commodities, bond, stocks, currencies, and index; that requires no initial investment, or one that is smaller than would be required for a
contract with similar response to changes in market factors; and that is settled at a future date.

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 Group does not have any derivative instrument during the
reporting period

Property, Plant and Equipment

Recognition

Property, Plant and Equipment are tangible items that are held for use in the production or supply of services, for rental to others or for
administrative purposes and are expected to be used during more than one period. The Bank applies the requirements of the Nepal
Accounting Standard - NAS 16 (Property, Plant and Equipment) in accounting for these assets. Property and Equipment are recognized if
it is probable that future economic benefits associated with the asset will flow to the entity and the cost of the asset can be measured
reliably

Measurement

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

Cost Model:

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

Revaluation Model:
The Bank has not measured the any property and plant at revaluation model and at fair value
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Subsequent Cost:

Subsequent expenditure is capitalized if it is probable that the future economic benefits from the expenditure will flow to the Bank.
Ongoing repairs and maintenance to keep the assets in working condition are expensed as incurred. Any gain or loss on disposal of an
item of property and equipment (calculated as the difference between the net proceeds from disposal and the carrying amount of the
item) is recognized within other income in profit or loss.

Depreciation

The Bank depreciates Property and equipment over the estimated useful life on a declining balance methodbasis from the date the assets
are ready for intended use. Assets acquired under finance lease and leasehold improvements are amortized over the lower of estimated
useful life and lease term. The estimated useful lives of assets for the current and comparative period of significant items of Property and
equipment are as follows

ASSET GROUP Percentage
Computer & Accessories 25%
Furniture & Fixtures 25%
Machineries 15%
Equipments & Others 25%
Vehicles 20%
Leasehold Properties 15%

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 having acquisition cost less than
10,000 have been written off as an expense in the Statement of Profit or Loss.

3.8 Goodwill and Intangible assets

A. Goodwill
Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired in Business Combination is recognized as
goodwill. Goodwill is measured at cost less any accumulated impairment losses. The Group follows the partial goodwill method for the
computation of goodwill in business combinations. Goodwill is reviewed for impairment annually, or more frequently, if events or changes
in circumstances indicate that the carrying value may be impaired.

B. Acquired Intangible Assets
Intangible assets are initially measured at fair value, which reflects market expectations of the probability that the future economic
benefits embodied in the asset will flow to the Bank and are amortized on the basis of their expected useful lives

C. INTANGIBLE ASSETS:
Intangible assets are recognized when the cost of the asset can be measured reliably, there is control over the asset as a result of past
events, future economic benefits are expected from the asset. These intangible assets are recognized at historical cost less impairment
less amortization over their estimated useful life. Amortization of the intangible assets is calculated using the straight-line method over
the useful life of 5 years.

D. Computer Software

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. Software is amortized on a straight line basis in profit or loss over its estimated useful life, from the date that it is
available for use. The estimated useful life of software for the current and comparative periods is five years. Costs associated with
maintaining software are recognized as an expense as incurred.At each reporting date, these assets are assessed for indicators of
impairment. In the event that an asset's carrying amount is determined to be greater than its recoverable amount, the asset is written
down immediately. Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.

Subsequent Expenditure
Expenditure incurred on software is capitalized only when it is probable that this expenditure will enable the asset to generate future

economic benefits in excess of its originally assessed standard of performance and this expenditure can be measured and attributed to
the asset reliably. All other expenditure is expensed as incurred. Goodwill is measured at cost less accumulated impairment losses.

Amortization of Intangible Assets

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

De-recognition of Intangible Assets

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

3.9 Investment Property and Non-Current Assets held for sale

A. Investment Property
As per the provisions of NAS-40, 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 by the Bank as non-banking assets but not
sold as on the reporting date
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The Bank holds investment property that has been acquired though enforcement of security over the loans and advances. Accordingly,
Investment properties include the assets obtained as security for loans & advances and subsequently taken over by the Bank in the
course of loan recovery.

Measurement

Investment property is accounted for under Cost Model in the Financial Statements. Accordingly, after recognition as an asset, the
property is carried at its cost, less impairment losses. If any property is reclassified to investment property due to changes in its use, fair
value of such property at the date of reclassification becomes its cost for subsequent accounting.

De-recognition

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

Assets held for Sale and discontinued Operation

Land or Land and Building other than those classified as property and equipment and investment property under relevant accounting
standard are presented under this account head. The Non-Banking Assets acquired by the Bank is classified as assets held for sale only if
there is intention to sale with identification of prospective buyer has been identified. The bank doesn't have any Land or building
classified under Asset held for sale and Discontinued operation.

Income tax

The accounting for taxes on income is as per NAS 12, Provision for current income tax is made in accordance with the provisions of the
prevailing Income Tax Act, 2058 and Rules including amendments thereon. Tax expense is the aggregate amount included in
determination of profit or loss for the period in respect of current and deferred taxation. Income Tax expense is recognized in the
statement of Profit or Loss, except to the extent it relates to items recognized directly in equity or other comprehensive income in which
case it is recognized in equity or in other comprehensive income. The Management periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on
the basis of amounts expected to be paid to tax authorities.

Tax expenses comprises of current tax and deferred tax.

Current Tax

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

Income tax rate applicable for Bank is 30% .

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.

Income tax on items of OCI

Income tax arising on the items of other comprehensive income is charged to statement of OCI itself.

Deposits, debt securities issued and subordinated liabilities
Deposits, debt securities issued and subordinated liabilities are the Bank’s sources of funding.

Deposits

Deposits include non-interest bearing deposits, saving deposits, term deposits, call deposits and margin deposits. Deposits by banks &
customers are financial liabilities of the bank as there is an obligation to deliver cash or financial assets back to the depositing bank or
customer and are initially recognized at fair value,plus for those financial liabilities not at fair value through profit and loss. The
transaction price is considered as the fair value for measuring the deposits.

Debt Securities Issued

Debt Securities are initially measured at the fair value less incremental direct transaction cost and subsequently measured at their
amortized cost using effective interest method except where the bank designates liabilities at fair value through profit or loss.

Subordinated Liabilities

Subordinated liabilities are those liabilities which at the event of winding up are subordinate to the claims of depositors, debt securities
issued and other creditors. The bank does not have any of such subordinated liabilities.
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3.12 Provisions, Contingent Liabilities and Commitments

A. Provisions
As per the provisions of NAS 37, “Provisions, Contingent Liabilities and Contingent Assets” A provision is recognized if, as a result of a
past event, the Bank has a present legal or constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. The amount recognized is the best estimate of the consideration required to
settle the present obligation at the reporting date, taking in to account the risks and uncertainties surrounding the obligation at that date.

Where a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is determined based
on the present value of those cash flows. A provision for onerous contracts is recognized when the expected benefits to be derived by the
Bank from a contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is measured as the
present value of the lower of the expected cost of terminating the contract and the expected net cost of continuing with the contract.
Provision is not recognized for future operating losses.

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

The institution had deposit in Crystal Finance Limited amounting to Rs. 20,673,874.31. The institution is declared crisis ridden financial
institution by the NRB. In view of this provision is made for the balance in the Crystal Finance.

Particulars Amount
Receivable from Crystal Finance 304,949
Provision for Bank Balance(Crystal Finance) 304,949
B. Contingent Liabilities and Commitments

Contingent Liabilities:

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

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

Commitments:

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

Litigation:
Litigations are anticipated in the context of business operations due to the nature of the transactions involved. The Bank is involved in

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

3.13 Revenue Recognition
Revenue is the gross inflow of economic benefits during the period arising from the course of the ordinary activities of an entity when
those inflows result in increases in equity, other than increases relating to contributions from equity participants. Revenue is recognized
to the extent it is probable that the economic benefits will flow to the Bank and the revenue can be reliably measured. Revenue is not
recognized during the period in which its recoverability of income is not probable. The Bank's revenue comprises of -

m Interest income

m Fees and Commission Dividend Income

m Net Trading Income

m Net income from other financial instrument at fair value through Profit or Loss

A. Interest Income

Considering the technical challenges related to implementation of expected credit loss in initial years including that of effective interest
rate, guidance note on Interest Income Recognition, 2025 has been issued by NRB in order to streamline interest income recognition
practices across the banking industry

Paragraph 5.4.1 of NFRS 9 requires an entity to apply the effective interest rate to the amortised cost of a creditimpaired financial asset
in subsequent reporting periods. Paragraph BC5.74 of IFRS 9- 'Basis for Conclusions' explains that if a financial asset is credit-impaired
at the reporting date, an entity should change the interest revenue calculation at the beginning of the following reporting period.

Similarly, Paragraph 5.4.2 of NFRS 9 requires an entity to calculate interest revenue, in subsequent reporting periods, by applying
effective interest method to gross carrying amount if the credit risk on the financial instrument improves so that the financial asset is no
longer credit-impaired.

Interest income recognition for each quarter shall be based on stage of financial assets as on previous quarter end. (not on current
quarter end).

Financial assets are classified into Stage 1, Stage 2, or Stage 3 based on their credit risk and expected credit loss assessment. For assets
existing at the previous quarterend, the stage is determined as per their classification at that date. For new financial assets recognized
during the quarter, the stage is determined at initial recognition. Interest income for each financial asset for the quarter is computed
based on the identified stage, in accordance with the transitional arrangement plan prescribed.

Under transitional arrangement plan for FY 81/82 and 82/83, interest income on financial assets is recognized based on their stage
classification. For Stage 1 and Stage 2 financial assets, interest income is recognized on an accrual basis using the coupon rate or
effective interest rate, and any interest suspense at the beginning of the quarter is also included in interest income for the current
quarter. For Stage 3 financial assets, interest income is adjusted against the movement in accrued interest receivable during the current
quarter and the interest suspense at the beginning of the quarter, and only cashbased interest received during the quarter is recognized
as income.
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Fee and commission income

Fees earned for the provision of services over a period of time are accrued over that period. These fees include Service fees, Loan
administrative fees and Commission income. Fees and Commission Income being the transaction costs is integral to the effective interest
rate on financial asset. However, as per the Carve out issued by ICAN regarding the treatment of fee and commission in EIR rate, fees to
be considered for EIR computation unless it is impracticable to determine reliably. Since, such transaction costs are not identifiable for
separate customer and therefore being impracticable, they have not been considered when computing EIR. They have been booked on
accrual basis except commission on guarantees issued by the bank which is recognized as income over the period of the guarantee.
Other fee and commission income are recognized on accrual basis.

Dividend income

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

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

Net income from other financial instrument at fair value through Profit or Loss

Gains and losses arising from changes in the fair value of financial instruments designated at fair value through profit or loss are
included in the statement of profit or loss in the period in which they arise. Contractual interest income and expense on financial
instruments held at fair value through profit or loss is recognized within net interest income.

Interest expense
For financial liabilities measured at amortized cost using the rate that closely approximates effective interest rate, interest expense is
recorded using such rate. EIR is the rate that exactly discounts estimated future cash payments or receipts through the expected life of

Employees Benefits

Employee benefits include:

A. Short term employee benefits

These are employee benefits which fall due wholly within twelve months in which the employees render the related service. Such as the
following:

i. Wages, salaries and social security contributions,
ii. Festival Allowances, rewards and other incentives,
iii. Paid annual leave and paid sick leave
iv.Profit-sharing and bonuses and

v. Non-monetary benefits

Short term employee benefits are measured on an undiscounted basis and are expensed as the related service is provided. A liability is
recognized for the amount expected to be paid under short term cash bonus or profit sharing plans if the Bank has present legal or
constructive obligation to pay this amount as a result of past service provided by the employee and the obligation can be estimated
reliably

B. Long term employee benefits

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).

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

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

Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. Accordingly, leave encashment and
gratuity has been considered as defined benefit plans as per NAS 19 (Employee Benefits). Net Obligation in DBP is calculated separately
for each plan by estimating the amount of future benefit that employees have earned in return for their service in the current and prior
periods and discounting that benefit to determine its present value and then deducting the fair value of any plan assets. Bank recognizes
all actuarial gains and losses arising from DBP in the Other Comprehensive Income and expenses related to DBP under personnel
expense in the Statement of Profit or Loss.

Note
The entity has not obtained an actuarial valuation report for its Defined Benefit Liability for the financial year 2081/82.

Gratuity

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

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

Bank has not carried out acturial valution of the gratuity and other benefits.

AR o< 96 fafics | aiffe gfdded - 0¢o/o¢a ¥ 0¢a/0¢R



3.16

3.17

3.18

Other Long term Employee benefits

Other long term employee benefits are all employee benefits other than short term employee benefits, post-employment benefits and
terminal benefits.

Employee Bonus
Employee bonus shall be calculated at the rate of 10% of Profit before bonus and tax.

Finance and Operating Leases:

The determination of whether an arrangement is a lease, or it contains a lease, is based on the substance of the arrangement and
requires an assessment of whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets and the
arrangement conveys a right to use the asset. NFRS 16 ‘Leases’ is effective for annual periods beginning on or after 1st Shrawan 2078. A
lessee is required to recognize a right-of-use asset (ROU) representing its right to use the underlying leased asset and a lease liability
representing its obligation to make lease payments. The main reason for this change is that this approach will result in a more
comparable representation of a lessee’s assets and liabilities in relation to other companies and, together with enhanced disclosures, will
provide greater transparency of a lessee’s financial leverage and capital employed. The standard permits a lessee to choose either a full
retrospective or a modified retrospective transition approach. The Bank recognizes a right-of-use asset and a lease liability at the lease
commencement date. The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of
costs to dismantle and remove any improvements made to branches or office premises. The right-of-use asset is subsequently
depreciated using the straight-line method from the commencement date to the end of the lease term. In addition, the right-of-use asset
is periodically reduced by impairment losses, if any, and adjusted for certain re-measurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, and Bank’s incremental borrowing
rate. Generally, the Bank uses its incremental borrowing rate as the discount rate.

Average base rate of commercial banks published by Nepal Rastra Bank for the relevant financial year has been considered as its
incremental borrowing rate i.e. 6.25%.

Lease payments included in the measurement of the lease liability comprise the following:
o fixed payments, including in-substance fixed payments

¢ Variable lease payments that depend on an index or a rate, intiaily measured using the index or rate as at the commencement date

e Amounts expected to be payable under a residual value guarantee, and

e The exercise price under a purchase option that the Bank is reasonably certain to exercise, lease payments in an optional renewal
period if the Bank is reasonably certain to exercise an extension option, and penalties for early termination of a lease unless the Bank is
reasonably certain not to terminate early.

The lease liability is measured at amortized cost using the effective interest method. It is re-measured when there is a change in future
lease payments arising from a change in an index or rate, if there is a change in the Bank’s estimate of the amount expected to be
payable under a residual value guarantee, if the Bank changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is a revised insubstance fixed lease payment. When the lease liability is re-measured in this way, a
corresponding adjustment is made to the carrying amount of the right-of-use asset or is recorded in profit or loss if the carrying amount
of the right-of-use asset has been reduced to zero. The Bank presents right-of-use assets under property and equipment (Note 4.13) and
lease liabilities under other liabilities (Note 4.23) in the Statement of Financial Position. The interest expenses on lease liability,
depreciation charges on right of use assets and short term lease payment has been presented under interest expenses (4.29) and
depreciation and amortization (4.38) respectively in the statement of profit or loss.

Simplified approach permitted by Standard for LowValue Leases:
The Bank has elected to recognize right-of-use assets and lease liabilities for all the leases including low value leases.

Foreign Currency Transaction

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

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

Non-monetary items in a foreign currency that are measured in terms of historical cost are translated using the exchange rates as at the
dates of the initial transactions. Non-monetary items in foreign currency measured at fair value are translated using the exchange rates
at the date when the fair value was determined.

Foreign exchange differences arising on the settlement or reporting of monetary items at rates different from those which were initially
recorded are dealt with in the Statement of Profit or Loss. However, foreign currency differences arising on available-for sale equity
instruments are recognized in other comprehensive income. Forward exchange contracts are valued at the forward market rates ruling
on the reporting date.

Financial guarantee and loan commitment

Financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payment when due. Financial guarantee contracts may have various legal forms, such as a
guarantee, some types of letter of credit, etc.

Where the bank has confirmed its intention to provide funds to a customer or on behalf of a customer in the form of loans, overdrafts,
etc. whether cancellable or not and the bank had not made payments at the reporting date, those instruments are included in these
financial statements as commitments.
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3.19 Share Capital and Reserves
A. Share Capital
Financial instruments issues are classified as equity when there is no contractual obligation to transfer cash, other financial assets or

issue available number of own equity instruments. Incremental costs directly attributable to the issue of new shares are shown in equity
as deduction net of taxes from the proceeds.

Dividends on ordinary shares classified as equity are recognized in equity in the period in which they are declared.

The share issue expenses which can be avoided for the issue was charged in the year of issue directly through equity and disclosed in
statement of changes in equity. Tax impact is also disclosed.

B. Reserves
The reserves include regulatory and free reserves.

a) Retained Earning
The bank has to appropriate different reserves from retained earnings. Retained earnings comprises of current Fiscal Year profit and any
non-distributed profit of preceding Fiscal Years.

b) General Reserve

The Bank is required to appropriate a minimum 20% of current year’s net profit into this heading each year until it becomes double of
paid up capital and then after a minimum 10% of profit each year. This reserve is not available for distribution to shareholders in any
form and requires specific approval of the central bank for any transfers from this heading.

c) Exchange Equalization Reserve
The Bank is required to appropriate 25% of current year’s total revaluation gain (except gain from revaluation of Indian Currency) into
this heading.

d) Assets Revaluation Reserve

Any Reserve created from revaluation of assets (such as Property & Equipment, Intangible Assets, Investment Property) shall be
presented under this heading. Revaluation reserves often serve as a cushion against unexpected losses but may not be fully available to
absorb unexpected losses due to the subsequent deterioration in market value and tax consequences of revaluation. The Bank has
followed cost model therefore no assets revaluation reserve is created.

e) Capital Reserve
The capital reserve represents the amount of those reserves which are in nature of capital and which shall not be available for
distribution of cash dividend. The amount from share forfeiture due to non-payment of remaining amount for the unpaid shares, capital
grants received in cash or kind, capital reserve arising out of merger and acquisition etc. are presented under this heading.

f) Special Reserve
Any special reserve that is created as per the specific requirement of NRB directive or special instruction of NRB are represented as
special reserve. The amount allocated to this reserve by debiting retained earning account are presented under this heading.

g) Corporate Social Responsibility Fund
The Bank is required to appropriate an amount equivalent to 1% of net profit into this fund annually. The fund is created towards funding
the Bank’s corporate social responsibility expenditure during the subsequent year. Balance in this fund is directly reclassified to retained
earnings in the subsequent year to the extent of payments made under corporate social responsibility activities.

h) Debenture Redemption Reserve
The Bank is required to maintain a redemption reserve in respect of borrowing raised through debenture issuance. As per the terms of
NRB approval relating to the Bank’s debenture issuance, the Bank is annually required to transfer 16.67% of the debenture’s face value
to redemption reserve. such provision shall not be applicable in the year of issue.

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

i Investment Adjustment Reserve
Investment Adjustment Reserve Directive No 8. Of Nepal Rastra Bank’s Unified Directives requires, the bank has to create the
investment reserve of an amount equivalent to the investment in equity shares if the shares remained unquoted for 3 years from the
date of investment.

K) Regulatory Reserve
This is a non-free statutory reserve and is a requirement as prescribed in NRB directive. In the transition to NFRS from previous GAAP
the Bank is required to reclassify all amounts that are resultant of re-measurement adjustments and that are recognized in retained
earnings into this reserve heading. The amount reclassified to this reserve includes:
Re-measurement adjustments such as interest income recognized against interest receivables i.e. Accrued Interest Receivable after
considering effect of bonus and income tax .

m Amount equals to deferred tax assets,

m Actuarial loss recognized in other comprehensive income,

» Amount of goodwill recognized under NFRS.

m Non-Banking assets after taking effect of bonus and income tax

1) Regulatory Reserve Comprises of Following
Particulars Amount
Interest Income On NFRS 1,055,938
Deferred Tax Assets 48,001,550
Fair Value reserve -
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m)

n)

m)

n)

o)

p)

3.20

3.21

3.22

3.23

3.24

3.25

Provision for NBA transferred to Regulatory Reserve | 17,982,965 |

Total | 67,040,452 |

Fair Value Reserve

Assets that are not classified as Fair Value through Profit and Loss, held to maturity and Loans and Receivables are categorized as
Available for Sale (AFS) financial instruments. The Bank has under regulatory provisions a requirement to appropriate the upward
movements in fair value under AFS reserve. The accounting of gain or loss in the fair value movement of AFS Financial Assets is done
though other comprehensive income.

Actuarial Gain/(Loss) Reserve

Actuarial Gain/ loss Reserve has been created to record the Actuarial gain or loss occurring due to change in actuarial assumption under
NAS 19. The gain or loss has been disclosed under this reserve after presentation through Other Comprehensive Income.

Capital Redemption Reserve
This head shall include the statutory reserve created for making payment towards Redeemable Non-Convertible Preference Shares.

Dividend Equalization Reserve

For the purpose of maintaining uniformity in dividend payment, certain amount of profit during the year of profit making may be
transferred shall be presented under this account head. Dividend may be distributed by debiting this account with the approval of the
Board of Directors and endorsed by the General meeting.

Investment Adjustment Reserve

It is a regulatory reserve created as a cushion for adverse price movements in bank's investments as directed by the Directives of Nepal
Rastra Bank.

Capital Adjustment/ Equilization Fund

Calls in advance towards subscription to sharecapital and amount set aside for increasing the capital of the institution to fullfill minimum
capital requirement are presented under this head.

Employee training fund

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

Particulars 2081/82 2080/81
Opening Staff Training Fund 545,989 413,743
3% of the previous year salary and allowances 577,214 560,273
Total amount incurred for employee training and skill 163,471 310,572
Excess/(Deficit) amount incurred for employee training and 413,743 249,701
skill development program

Staff Skill Development Fund carried forward to next 413,743 249,701
yvear

Share Premium
The amount of money collected on issue of shares in excess of its face value shall be presented under this heading. The outstanding
amount in this account shall not be considered eligible for distribution of cash dividend.

The amount of money NRs. 10,101,374.15 in share premium belongs to the excess face value collected during right auction made by the
bank from 2078.12.10 to 2078.12.17. The details is presented below:

Particulars 2081.82
No. Amount
(NRs.)

Promoter Kitta 131,998 15,687,575
Public Kitta 13,651 6,022,011
Total 145,649 | 21,709,586
Face Value of the shares (@100 per kitta) 145,649 14,564,900
Excess transferred to share premium account 7,144,686
Opening share premium amount if any 2,956,688
Closing share premium accounted for the year 10,101,374

Earning per share including diluted

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 Bank by the weighted average number of ordinary shares outstanding during the period.
Diluted EPS is determined by adjusting both the profit and loss attributable to the ordinary equity holders and the weighted average
number of ordinary shares outstanding, for the effects of all dilutive potential ordinary shares, if any.

Earnings per share is calculated and presented in consolidated statement of profit or loss.

Segment reporting

The Bank’s segmental reporting is in accordance with NFRS 8 Operating Segments. Operating segments are reported in a manner
consistent with the internal reporting provided to the bank’s management, which is responsible for allocating resources and assessing
performance of the operating segments. Income and expenses directly associated with each segment are included in determining

Dividend on Ordinary Shares

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

Cash Flow Statement

The cash flow statement has been prepared whereby gross cash receipts and gross cash payments of operating activities, finance
activities and investing activities have been recognized.

Comparative Figure

The comparative figures and phrases have been rearranged wherever necessary to conform to the current year’s presentation.
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3.26 Events after Reporting Date

These are the events occurring between the reporting date and up to the date of approval of financial statements which are either
adjustable or unadjustable.
Adjustable events are adjusted in the presented financial statements. There are no events that require additional disclosure in the
financial statements.

3.27 Account Receivables

The following account receivables on which 100% provison has been made is shown net of provision
in the financial statements.

Particulars Amount

Receivable from Crystal Worldwide Money Transfer 6,012,551
Interest Receivable from Crystal Worldwide Money Transfer 2,134,306
Receivable from Crystal Finance 304,949
Receivable from Dibya Kumar Shrestha 70,091,173
Total 78,542,979
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Narayani Development Bank Limited

Notes to Financial Statements

Cash and cash equivalent 4.1
Particulars As at 32.03.2082 As at 31.03.2081 As at 31.03.2080
Cash in hand 18,282,713 18,783,923 15,756,710
Balances with B/FIs 75,981,802 245,265,743 112,444,126
Money at call and short notice - - -
Other - - -
Total 94,264,515 264,049,666 128,200,835

Cash and cash equivalents includes the cash, bank balance at Banks & Financial Instititutions and is carried at amortised cost. The cash
and balance with BFIs are maintained to manage liquidity at branch level. Cash at vault and cash in transit are adequately secured for

physical losses.

Due from Nepal Rastra Bank 4.2
Particulars As at 32.03.2082 As at 31.03.2081 As at 31.03.2080
Statutory balances with NRB 58,147,270 48,488,766 40,879,280
Securities purchased under resale agreement -
Other deposit and receivable from NRB -
Total 58,147,270 48,488,766 40,879,280
Statutory balance with NRB represents the balance maintained for regulatory cash reserve ratio required by the Nepal Rastra Bank.
Placements with Bank and Financial Institutions 4.3

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Placement with domestic B/FIs
Placement with foreign B/FIs
Less: Allowances for impairment

Total

Bank do not have any placements related to Domestic and Foreign Banks & Financial Institutions.

Derivative financial instruments

4.4

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Held for trading

Interest rate swap
Currency swap

Forward exchange contract
Others

Held for risk management
Interest rate swap
Currency swap

Forward exchange contract
Other

Total

Other trading assets

4.5

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Treasury bills
Government bonds

NRB Bonds

Domestic Corporate bonds
Equities

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 the portfolio that
is managed together for short-term profit as presented under this head. Bank do not have any investment under this heading for the

reporting period.

Loan and advances to B/FIs

4.6

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Loans to microfinance institutions
Other
Less: Allowances for impairment

Total
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Narayani Development Bank Limited
Notes to Financial Statements

Loans and advances disbursed to Banks & Financial Institutions are presented under this head. Currently, Bank haven't disbursed any
loans and advances to Bank & Financial Institutions.

4.6.1: Allowances for impairment

Balance at Sawan 1

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Impairment loss for the year:
Opening
Charge for the year
Recoveries/reversal
Amount written off

Balance at Asar end

Loans and advances disbursed to banks and financial institutions are presented above. These assets are

measured at amortized cost.

These are interest bearing advances and the income on these assets is credited to statement of profit or loss under interest income.

Loans and advances to customers 4.7
Particulars As at 32.03.2082 As at 31.03.2081 As at 31.03.2080
Loan and advances measured at amortized cost 323,829,151 408,782,570 552,957,263
Less: Impairment allowances
Collective impairment 2,313,870 4,635,944 8,642,914
Individual impairment 133,669,511 139,749,612 134,019,982
Net amount 187,845,771 264,397,015 410,294,367
Loan and advances measured at FVTPL
Total 187,845,771 264,397,015 410,294,367

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

loss under interest income.

Loans and advances are presented net of impairment allowances as per ECL guidelines 2024 issued by Nepal Rastra Bank. Impairment
allowance is considered higher of total impairment charge calculated under ECL provision as per NFRS 9 and as per existing regulatory
provisions as per NRB directive. Impairment in loans and advances to BFIs and loans and advances to customer as per NRB directive no.2
is NPR 135,983,380.53/- which is higher than total impairment as per NFRS 9 NPR 120,605,971/-.

Particulars As at 32.03.2082 As at 31.03.2081 As at 31.03.2080
Individual impairment 133,669,511 17,885,502 10,164,965
Collective impairment 2,313,870 2,234,066 4,626,269
Total 135,983,381 20,119,568 14,791,234
Loan classification and impairment allowance as per NRB Directive 2 is as follows:
Particulars As at 32.03.2082 As at 31.03.2081 As at 31.03.2080
Performing loan 163,298,086 217,491,442 397,988,930
Good 146,275,865 179,108,662 304,230,601
Watchlist 17,022,221 30,815,994 93,758,329
Restructured Loan - 7,566,785 -
Non-performing loan 157,413,394 188,298,498 149,604,319
Substandard 13,732,460 37,745,599 18,042,995
Doubtful 28,629,077 42,488,462 6,170,088
Loss 115,051,858 108,064,436 125,391,236
Total 320,711,480 405,789,940 547,593,249
Add: loan to employees 870,000 1,003,853 1,032,953
Net AIR 2,247,671 1,988,778 4,331,061
Total loan 323,829,151 408,782,570 552,957,263
Impairment allowance
Performing loan 2,313,870 4,635,944 8,642,914
Good 1,462,759 2,149,296 3,954,998
Watchlist 851,111 1,540,800 4,687,916
Restructured Loan - 945,848 -
Non-performing loan 133,669,511 139,749,612 134,019,982
Substandard 3,433,115 9,436,400 4,510,749
Doubtful 14,314,538 21,244,231 3,085,044
Loss 115,921,858 109,068,981 126,424,189
Additional - - -
Total 135,983,381 144,385,555 142,662,896

Loans and Advances to BFIs as well as to individual borrowers has been carried at amortised cost and includes accrued interest receivable

amounting NRs. 2,247,671.42

430
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Narayani Development Bank Limited

Notes to Financial Statements

4.7.1 Analysis of Loans and advances By product

Product As at 32.03.2082 As at 31.03.2081 As at 31.03.2080

Term loans 70,623,606 79,651,567 113,140,457
Overdraft 48,964,872 83,728,875 120,119,707
Trust receipt/Import loans - - -
Demand and other working capital loans - - -
Personal residential loans 23,420,234 26,022,415 39,250,686
Real estate loans - - 5,245,500
Margin lending loans - - -
Hire purchase loans 17,446,113 25,586,016 33,779,436
Deprived sector loans 16,858 368,836 16,991,489
Bills purchased - - -
Staff loans - 99,102 -
Service Loan 9,758,926 9,908,608 10,023,483
Industrial Loan - - -
Agriculture Loan 18,675,629 21,294,103 21,636,483
Commercial Loan 96,833,173 152,400,302 171,234,835
Loan Against FDR 29,102,530 2,700,000 7,405,032
Loan Against Share - - 6,044,249
Investment on Sworojgar 2,721,890 2,721,890 2,721,890
Other 3,147,649 1,308,225

Sub total 320,711,480 405,789,940 547,593,249
Loans to employees 870,000 1,003,853 1,032,953
Accrued Interest receivable 2,247,671 1,988,778 4,331,061
Grand total 323,829,151 408,782,570 552,957,263

4.7.2: Analysis of loan and advances - By Currency

Currency

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Nepalese rupee
Indian rupee
United State dollar
Great Britain pound
Euro

Japanese yen
Chinese yuan
Other

323,829,151

408,782,570

552,957,263

Total

323,829,151

408,782,570

552,957,263

4.7.3: Analysis of loan and advances - By Collateral

Collateral As at 32.03.2082 As at 31.03.2081 As at 31.03.2080

Secured

Movable/immovable assets 321,107,261 406,060,680 513,878,656
Gold and silver - - -
Guarantee of domestic B/FIs - - -
Government guarantee 2,721,890 2,721,890 2,721,890
Guarantee of international rated bank - - -
Collateral of export document - - -
Collateral of fixed deposit receipt - - -
Collateral of Government securities - - -
Counter guarantee - - -
Personal guarantee - - -
Other collateral - - -
Subtotal 323,829,151 408,782,570 516,600,546
Unsecured - - 36,356,718
Grant Total 323,829,151 408,782,570 552,957,263

4.7.4: Allowances for impairment

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Specific allowances for impairment
Balance at Shrawan 1
Impairment loss for the year:
Charge for the year
Recoveries/reversal during the year
Write-offs
Exchange rate variance on foreign currency

139,749,612

(6,080,101)
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Narayani Development Bank Limited
Notes to Financial Statements

Other movement

Balance at Asar end 133,669,511 139,749,612 134,019,982
Collective allowances for impairment
Balance at Shrawan 1 4,635,944 8,642,914 4,593,306
Impairment loss for the year: - - -
Transfer On Merger and Acquisition - - -
Charge/(reversal) for the year (2,322,074) (4,006,971) 4,049,607.83
Exchange rate variance on foreign currency - - -
Other movement - - -
Balance at end 2,313,870 4,635,944 8,642,914
Total allowances for impairment 135,983,381 144,385,555 142,662,896
Investment Securities 4.8
Particulars As at 32.03.2082 As at 31.03.2081 As at 31.03.2080
Investment securities measured at amortized cost 4,000,000 4,000,000 4,000,000
Investment in equity measured at FVTOCI 35,153,365 43,153,554 43,427,610
Total 39,153,365 47,153,554 47,427,610

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.

4.8.1: Investment securities measured at amortized cost

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Debt securities

Government bonds

Government treasury bills

Nepal Rastra Bank bonds

Nepal Rastra Bank deposits instruments
Other

Less: specific allowances for impairment

4,000,000

4,000,000

4,000,000

Total

4,000,000

4,000,000

4,000,000

Government bond consist of Development Bond issued by NRB.

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

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Equity instruments

Quoted equity securities 35,153,365 43,153,554 43,427,610
Unquoted equity securities - - -
Total 35,153,365 43,153,554 43,427,610
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Narayani Development Bank Limited

Notes to Financial Statements

Current tax assets 4.9
Particulars As at 32.03.2082 |As at 31.03.2081
Current tax assets 11,013,997 10,344,772
Current year income tax assets 11,013,997 10,344,772
Tax assets of prior periods - -
Less: Advance tax not allowed to claim as 8,772,424.41

per Income Tax Annexure -10

Current tax liabilities - -
Current year income tax liabilities - -
Tax liabilities of prior periods - -
Total 2,241,573 10,344,772

Current Tax Assets includes Tax Deducted at Source (TDS) by several parties on behalf of

the Bank.

Investment in subsidiaries

4.10

Particulars

As at 32.03.2082

As at 31.03.2081

Investment in quoted subsidiaries
Investment in unquoted subsidiaries

Total investment

Less: Impairment allowances

Net carrying amount

93¢
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Narayani Development Bank Limited

Notes to Financial Statements

4.10.1: Investment in quoted subsidiaries

As at 32.03.2082

As at 31.03.2081

Cost

Fair Value

Cost Fair Value

As at 32.03.2082

As at 31.03.2081

Cost

Fair Value

Cost Fair Value

4.10.3: Information relating to subsidiaries of the Bank

As at 32.03.2082

Percentage of ownership held by the Bank

Cost

Fair Value

As at 32.03.2082 As at 31.03.2081
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Narayani Development Bank Limited
Notes to Financial Statements

4.10.4: Non controlling interest of the subsidiaries

Particulars

As at 32.03.2082

As at 31.03.2081

Equity interest held by NCI (%)

Profit/(loss) allocated during the year
Accumulated balances of NCI as on Asar end
Dividend paid to NCI

.. Ltd.

Particulars

As at 32.03.2082

As at 31.03.2081

Equity interest held by NCI (%)

Profit/(loss) allocated during the year
Accumulated balances of NCI as on Asar end
Dividend paid to NCI

. Ltd.

Particulars

As at 32.03.2082

As at 31.03.2081

Equity interest held by NCI (%)

Profit/(loss) allocated during the year
Accumulated balances of NCI as on Asar end
Dividend paid to NCI

. Ltd.

4.11 Investment in associates

Particulars

As at 32.03.2082

As at 31.03.2081

Investment in quoted associates
Investment in unquoted associates

Total investment

Less: Impairment allowances

Net carrying amount
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4.11.1: Investment in quoted associates

Narayani Development Bank Limited
Notes to Financial Statements

Particulars As at 32.03.2082 As at 31.03.2081
Cost Fair Value Cost Fair Value
Total - -
4.11.2: Investment in unquoted associates
Particulars As at 32.03.2082 As at 31.03.2081
Cost Fair Value Cost Fair Value
Total - -
4.11.3: Information relating to associates of the Bank
Particulars As at 32.03.2082 Percentage of ownership held by the Bank
Cost Fair Value As at 32.03.2082 As at 31.03.2081

Total

4.11.4: Equity value of associates

Particulars

As at 32.03.2082

As at 31.03.2081
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Narayani Development Bank Limited
Notes to Financial Statements

4.12 Investment properties

Particulars

As at 32.03.2082

As at 31.03.2081

Investment properties measured at fair value
Balance as on Srawan 1, 2081

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 Srawan 1, 2081 14,281,137

Addition during the year 26,692,500 14,281,137
Disposal during the year (4,841,500)
Adjustment/transfer

Accumulated depreciation

Accumulated impairment loss

Net amount 36,132,137 14,281,137
Total 36,132,137 14,281,137
Note 4.12.1: Investment property comprise the following

Own Land

Non-Banking Assets 36,132,137 14,281,137
Total 36,132,137 14,281,137

Note 4.12.2: Details of Non Banking Assets:

Borrower's or Party's Name & Address

As at 32.03.2082

As at 31.03.2081

Raj Kumar Mahato 2,639,637 2,639,637
Kalika Krishi Machhapalan Tatha Pashupanchi Farm - 4,841,500
Shila Fancy And Cosmetic 6,800,000 6,800,000
Nilam Yatayat Pvt. Ltd. 7,717,500

Sumi Furniture Udhyog 11,025,000

Hira Khadyanna -

Sumina and Sujan Krishi Firm 7,950,000

Total 36,132,137 14,281,137
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Goodwill and Intangible Assets

Narayani Development Bank Limited
Notes to Financial Statements

4.14

Particulars

Goodwill

Software

Purchased

Developed

Other

Total

Cost

Balance as on Asadh end 2080

12,032,492

12,032,492

Addition during the Year
Acquisition
Acquired on business combination
Capitalization
Disposal during the year
Adjustment/Revaluation

Balance as on Asadh end, 2081

12,032,492

12,032,492

Addition during the Year
Acquisition
Acquired on business combination
Capitalization
Disposal during the year
Adjustment/Revaluation

132,775

132,775

Balance as on Ashadh end, 2082

12,165,267

12,165,267

Amortization and Impairment

As on Asadh end 2080

2,064,120

2,064,120

Impairment for the year

Amortization charge for the Year
Acquired on business combination

Disposals

Adjustment

2,668,545

2,668,545

As on Asadh end 2081

4,732,666

4,732,666

Impairment for the year

Amortization charge for the Year
Acquired on business combination

Disposals

Adjustment

2,695,100

2,695,100

Balance as on Ashadh end, 2082

7,427,766

7,427,766

Capital Work in Progress

Net Book Value

As on Asadh end 2081

7,299,826

7,299,826

As on Ashadh, 2082

4,737,501

4,737,501

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 on the basis of expected
useful life. Costs associated with maintaining software are recognized as an expense as incurred. Software is amortised
on a straight-line basis in profit or loss over its estimated useful life, from the date that it is available for use. The
estimated useful life of software for the current and comparative periods is five years.
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Narayani Development Bank Limited
Notes to Financial Statements

Deferred Tax

Particulars

As at 32.03.2082

Deferred Tax

Deferred Tax

Net Deferred Tax

Assets Liabilities Assets/ (Liabilities)
Deferred tax on temporary differences on
following items
Loan and Advance to B/FIs -
Loans and advances to customers - -
Investment properties - -
Investment securities - (818,565) (818,565)
Property & equipment 346,854 346,854
Employees' defined benefit plan 1,109,609 1,109,609
Lease liabilities 423,742 - 423,742
Provisions -
Other temporary differences -
Deferred tax on temporary differences 1,880,205 (818,565) 1,061,640
Deferred tax on carry forward of unused tax losses 46,121,344.79 46,121,344.79
Deferred tax due to changes in tax rate
Net Deferred tax asset/(liabilities) as on year 48,001,550 (818,565) 47,182,985
end of Asadh 2082
Recognized in profit or loss 48,001,550
Recognized in Other Comprehensive Income (818,565)
Recognized directly in equity -
Deferred tax (asset)/liabilities as on Shrawan 1, (38,787,446)
2081
Origination/(Reversal) during the year 8,395,539
Deferred Tax (expense)/income recognized in profit 9,510,049
or loss
Deferred Tax (expense)/income recognized in other (1,114,510)
comprehensive income
Deferred tax expense/(income) recognized in
directly in equity
ARRI SHeURT 9% fofics | aiffe gftdad - 20¢0/o¢d ¥ 0¢4/0¢R 1%



Narayani Development Bank Limited
Notes to Financial Statements

Deferred Tax

Particulars

As at 31.03.2081

Deferred Tax

Deferred Tax

Net Deferred Tax

Assets Liabilities Assets/(Liabilities)
Deferred tax on temporary differences on -
following items
Loan and Advance to B/FIs -
Loans and advances to customers 37,183,928 37,183,928
Investment properties - -
Investment securities 418,685 418,685
Property & equipment 413,987 - 413,987
Employees' defined benefit plan 1,265,956 1,265,956
Lease liabilities - 495,109 (495,109)
Provisions -
Other temporary differences
Deferred tax on temporary differences 39,282,555 495,109 38,787,446
Deferred tax on carry forward of unused tax -
losses
Deferred tax due to changes in tax rate -
Net Deferred tax asset/ (liabilities) as on 39,282,555 495,109 38,787,446
year end of Asadh 2081
Recognized in profit or loss 38,368,762
Recognized in Other Comprehensive Income 418,685

Recognized directly in equity

Deferred tax (asset)/liabilities as on Shrawan
1, 2080

Deferred tax assets/(liability) transferred on
acquisition

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

(39,525,027)

(737,580)
819,797

(82,217)

IR
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Narayani Development Bank Limited
Notes to Financial Statements

Other Assets

Particulars

As at 32.03.2082

As at 31.03.2081

Assets held for sale
Other non banking assets
Bills receivable

Accounts receivable 11,440,904 8,564,162
Accrued income - -
Prepayments and deposit - -
Income tax deposit - -
Deferred employee expenditure - -
Prepaid Expenses 1,543,737 1,299,002
Other 2,522,026 912,436
Total 15,506,667 10,775,599
Disclosure: Provisions are made for Account Receivables as Follows:

As at 32.03.2082 As at 31.03.2081
Receivable from Dibya Kumar Shrestha 70,091,173 70,091,173
Receivable from Others 1,066,941.92 3,013,422
Provision for Sundry Debtors (including Dibya kumar shrestha) 70,125,873 70,125,873

As at 32.03.2082 As at 31.03.2081
Receivable from Crystal Worldwide Money Transfer 6,012,551 6,012,551
Provision For Advance 6,012,551 6,012,551

As at 32.03.2082 As at 31.03.2081
Receivable from Crystal Finance 304,949 304,949
Provision for Bank Balance(Crystal Finance) 304,949 304,949

Net

Net Of Account receivables

As at 32.03.2082

As at 31.03.2081

Account Receivables 84,262,807 81,129,290

Total Provision less Provision For advance (72,821,903) (72,565,128)
Total 11,440,904 8,564,162

Net of Other Assets (other)

Other 7,022,489 6,984,448.37

Provision For Advance (6,012,551) (6,012,551)
Provision for IBT (59,461) (59,461)
Net of Other Assets (other) 950,476 912,436

Provision for Advance is deducted from Other Assets(other) and remaining provision amount of Rs 72,821,903

is deducted from Account receivables.
Disclosure: Provisions

Particulars As at 32.03.2082 As at 31.03.2081
Provision For Receivable Others 2,134,306 2,134,306
Provision For Receivables Dibya Kumar Shrestha 70,125,873 70,125,873
PROVISION FOR ADVANCE 6,012,551 6,012,551
Provision For Bank Balance(Crystal Finance) 304,949 304,949
Provision for IBT 59,461 59,461
Provision for Receivable DRT Legal File 256,775 -
Total 78,893,916 78,637,141
Dislosure: Other Assets
STATIONERY ITEMS STOCK 65,722 150,040
PRINTED MATERIALS STOCK 356,475 406,713
Total 422,197 556,753
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Narayani Development Bank Limited
Notes to Financial Statements

Due to Bank and Financial Institutions

Particulars

As at 32.03.2082

As at 31.03.2081

Money market deposits
Interbank borrowing

Other deposits from BFIs
Settlement and clearing accounts
Other deposits from BFIs

Total

Due to Nepal Rastra Bank

Particulars

As at 32.03.2082

As at 31.03.2081

Refinance from NRB

Standing Liquidity Facility

Lender of last report facility from NRB
Securities sold under repurchase agreements
Other payable to NRB

Total

Derivative financial instruments

Particulars

As at 32.03.2082

As at 31.03.2081

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

Deposits from customers

Particulars

As at 32.03.2082

As at 31.03.2081

Institutions customers:

Term deposits 70,000,000 184,702,000
Call deposits 68,656,767 50,252,376
Current deposits 25,389,162 14,114,197
Other 1,378,341 3,980,545
Individual customers:
Term deposits 197,563,661 306,917,943
Saving deposits 86,202,237 71,254,627
Current deposits 485,278 299,334
Other
Total 449,675,444 631,521,022

3Y
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Narayani Development Bank Limited
Notes to Financial Statements

4.20.1: Currency wise analysis of deposit from customers

Particulars

As at 32.03.2082

As at 31.03.2081

Nepalese rupee
Indian rupee
United State dollar
Great Britain pound
Euro

Japanese yen
Chinese yuan
Other

449,675,444

631,521,022

Total

449,675,444

631,521,022

Borrowing

Particulars

As at 32.03.2082

As at 31.03.2081

Domestic Borrowing
Nepal Government
Other Institutions
Other

Sub total

Foreign Borrowing
Foreign Bank and Financial Institutions
Multilateral Development Banks
Other Institutions

Sub total

Total

Provisions

Particulars

As at 32.03.2082

As at 31.03.2081

Provisions for redundancy

Provision for restructuring

Pending legal issues and tax litigation
Onerous contracts

Other

8,772,424

Total

8,772,424

4.22.1: Movement in provision

Particulars

As at 32.03.2082

As at 31.03.2081

Balance at Sawan 1 - 864,450

Provisions made during the year 8,772,424 -

Provisions used during the year (864,450)

Provisions reversed during the year - -

Unwind of discount

Balance at Asar end 8,772,424 -
AR e 96 s | aiffe gfdded - 0¢o0/o¢a ¥ 0¢a/0¢R 934



3=

Narayani Development Bank Limited
Notes to Financial Statements

Other liabilities

Particulars

As at 32.03.2082

As at 31.03.2081

Liability for employees defined benefit obligation 2,196,251 2,650,850
Liability for long-service leave 1,502,444 1,569,003
Short-term employee benefits 27,692 108,080
Staff Welfare Fund 1,380,870 1,380,870
Bills payable - -
Creditors and accruals 17,561,627 18,615,498
Interest payable on deposit 237,530 339,623
Interest payable on borrowing - -
Liabilities on deferred grant income - -
Unpaid Dividend - -
Liabilities under Finance Lease 27,556,968 19,301,528
Loan under Finance Lease -
Employee bonus payable - -
Other 576,172 2,744,960
Total 51,039,555 46,710,411

Liabilities relating to employees benefits like liabilities for defined benefit obligation gratuity, leave liabilities,
short-term employee benefits etc. Creditors and accruals, unearned income, unpaid dividend etc. are presented

under this account head of other liabilities.

4.23.1: Defined benefit obligations

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

Particulars

As at 32.03.2082

As at 31.03.2081

Present value of unfunded obligations

Present value of funded obligations

Total present value of obligations

Fair value of plan assets

Present value of net obligations

Recognized liability for defined benefit obligations

4.23.2: Plan assets
Plan assets comprise

Particulars

As at 32.03.2082

As at 31.03.2081

Equity securities
Government bonds
Bank deposit
Other

Total

Actual return on plan assets

4.23.3: Movement in the present value of defined benefit obligations

Particulars

As at 32.03.2082

As at 31.03.2081

Defined benefit obligations at Sawan 1
Actuarial losses

Benefits paid by the plan

Current service costs and interest
Defined benefit obligations at Asar end
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Narayani Development Bank Limited
Notes to Financial Statements

4.23.4: Movement in the fair value of plan assets

Particulars

As at 32.03.2082

As at 31.03.2081

Fair value of plan assets at Sawan 1
Contributions paid into the plan
Benefits paid during the year
Actuarial (losses) gains

Expected return on plan assets

Fair value of plan assets at Asar end

4.23.5: Amount recognized in profit or loss

Particulars

As at 32.03.2082

As at 31.03.2081

Current service costs
Interest on obligation
Expected return on plan assets

Total

4.23.6: Amount recognized in other comprehensive income

Particulars

As at 32.03.2082

As at 31.03.2081

Actuarial (gain)/loss

Total

4.23.7: Actuarial assumptions

Particulars

As at 32.03.2082

As at 31.03.2081

Discount rate

Expected return on plan asset
Future salary increase
Withdrawal rate

Debt securities issued

Particulars

As at 32.03.2082

As at 31.03.2081

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

Total

Subordinated Liabilities

Particulars

As at 32.03.2082

As at 31.03.2081

Redeemable preference shares
Irredeemable cumulative preference shares
Other

Total
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Share capital

Particulars

As at 32.03.2082

As at 31.03.2081

Ordinary shares 262,467,600 262,467,600
Convertible preference shares (equity component) - -
Irredeemable preference shares (equity component) - -
Perpetual debt (equity component only) - -
Total 262,467,600 262,467,600

4.26.1: Ordinary shares

Particulars

As at 32.03.2082

As at 31.03.2081

Authorized Capital

5,300,000 Ordinary share of Rs. 100 each 530,000,000 530,000,000
Issued capital

26,24,676 Ordinary share of Rs. 100 each 262,467,600 262,467,600
13,12,338 Ordinary share of Rs. 100 each

Subscribed and paid up capital

26,24,676 Ordinary share of Rs. 100 each 262,467,600 262,467,600
13,12,338 Ordinary share of Rs. 100 each

Total 262,467,600 262,467,600

Regulatory capital for the related years are:

Reconciliation of no. of equity shares

As at 32.03.2082

As at 31.03.2081

Opening 2,624,676 2,624,676
Add: issued during the year - -
Closing 2,624,676 2,624,676
Reserves

Particulars

As at 32.03.2082

As at 31.03.2081

Statutory general reserve
Exchange equalization reserve

108,174,262

108,174,262

Corporate social responsibility reserve 399 4,399
Capital adjustment reserve 43,149,245 40,145,045
Regulatory reserve 67,040,452 49,042,711
Investment adjustment reserve - -
Capital reserve - -
Assets revaluation reserve - -
Fair value reserve 1,909,984 (976,931)
Dividend equalization reserve - -
Actuarial gain - -
Special reserve - -
Other Reserves 959,732 545,989
Total 221,234,075 196,935,475

Statutory General Reserve

General Reserve shall be maintained as per the regulatory requirements as stated by Bank & Financial
Institutions Act, 2073. Bank is required to set aside 20% of the net profit until the reserve is twice of the paid

up capital and thereafter 10% of the net profit.
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Corporate Social Responsibility Reserve

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

In the current year there was no expenses made in CSR.

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

earnings of the bank.

Regulatory Reserve Comprises of Following

Particulars As at 32.03.2082 As at 31.03.2081
Interest Income On NFRS 1,055,938 281,217
Loss on investment -
Provision on NBA 17,982,965 8,997,117
Deferred Tax Assets 48,001,550 38,787,446
Fair Value reserve transferred from Retained earnings - 976,931
Bargain gain -
Actuarial Valuation -
Others -
Total 67,040,452 49,042,711

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.

Fair Value Reserve Comprises of Following

Particulars

As at 32.03.2082

As at 31.03.2081

Fair Value as on Previous year (976,931) (785,092)
Fair Value of Investment Securities Disposed 286,391.51 -

Net change in fair value 2,600,524 (191,839)
Total 1,909,984 (976,931)

Details of capital adjustment reserve and other reserves.

Capital adjustment reserve

As at 32.03.2082

As at 31.03.2081

Calls in Advances 36,587,555.00 33,583,355
Capital Adjustment Reserves 6,561,690.00 6,561,690
Total 43,149,245 40,145,045

Other Reserves

Other Reserves includes reserve created for the Employee Training Reserve created as per NRB Directive. The
allocation to fund is made for deficit amount which cannot be expensed as training expenses in the current
Fiscal year. The balance reserve will be utilised for staff training expenses in the coming years.

Staff Training Fund As at 32.03.2082 As at 31.03.2081
Opening Balance of the Fund 545,989 296,288
Less: Expenses made during the year -
Add: Addition to the reserves 413,743 249,701
Total 959,732 545,989
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Staff Training Expenses

Staff Training Expenses

As at 32.03.2082

As at 31.03.2081

Employee Expenses of Previous FY 19,240,463 18,675,764
3% of employee Expenses 577,214 560,273
Training Expenses made during the year 163,471 310,572
Excess/ (Deficit) (413,743) (249,701)

The deficit amount is added to Staff training fund to be utilised in staff training expenses in the coming years.

Contingent liabilities and commitments

Particulars

As at 32.03.2082

As at 31.03.2081

Contingent liabilities

15,397,999.59

Undrawn and undisbursed facilities 3,442,128 2,985,075
Capital commitment

Lease Commitment 27,164,855 19,160,379
Litigation

Total 46,004,982 22,145,454

Citizen Investment Trust has claimed total of NPR 15,397,999.59 regarding the usettled principal and interest
against Narayani Development Bank through letter dated 2082.03.29. Bank has not accepted the claim and is

under dispute. Disputed amount of NPR 15,397,999.59 is shown under contigent liability.

4.28.1: Contingent liabilities

Particulars

As at 32.03.2082

As at 31.03.2081

Acceptance and documentary credit
Bills for collection

Forward exchange contracts
Guarantees

Underwriting commitment

Other commitments

Total

4.28.2: Undrawn and undisbursed facilities

Particulars As at 32.03.2082 As at 31.03.2081
Undisbursed amount of loans
Undrawn limits of overdrafts 3,442,127.85 2,985,075
Undrawn limits of credit cards
Undrawn limits of letter of credit
Undrawn limits of guarantee
Total 3,442,128 2,985,075

4.28.3: Capital commitments

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

statements.

made in financial
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Particulars

As at 32.03.2082

As at 31.03.2081

Capital commitments in relation t
Equipment

and

Approved and contracted for
Approved but not contracted for

Sub total

Capital commitments in relation to Intangible assets

Approved and contracted for

Approved but not contracted for

Sub total

Total

4.28.4: Lease commitments

The Bank recognizes a right-of-use asset and a lease liability at the lease commencement date. The right-of-
use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement date. The right-of-use asset is subsequently depreciated

using the straight-line method

The lease liability is initially measured at the present value of the lease payments that are not paid at the

commencement date, discounted the Bank’s Cost of fund.

Particulars

As at 32.03.2082

As at 31.03.2081

a. Lease liabilities included in the statement of Financial Position

Current 5,978,445 2,668,487
Non-Current 21,186,410 16,491,891
Total Lease Liabilities 27,164,855 19,160,379
b. Reconciliation of Right of Use Assets

Right of Use Assets (ROU)

ROU as on Shrawan 1st 17,510,015 14,360,205
Addition during the year 29777726.23 6,624,677

Disposal during the year
Depreciation

(16,893,628.33)
(4,641,732.18)

(3,474,867)

Other Adjustments made 0 -
Sub total 25,752,381 17,510,015
c. Reconciliation of Lease Liabilities

Opening Lease Liabilities 1st Shrawan 19,160,378.60 15,173,949
Addition during the year 29,777,726.23 6,624,677
Disposal during the year (18,645,346.83) -
Interest 1,905,584.71 1,411,098
Lease payment made (5,033,488.18) (4,049,346)
Other Adjustments made -
Subtotal 27,164,855 19,160,379
Grand total 27,164,855 19,160,379

4.28.5: Litigation

Bank have the following litigations pending the decision.

1) Hacking Case

2) Bank has filed the cases in Debt Recovery Tribunal.

The Bank doesn’t have any other litigation except the cases in the ordinary course of business. The Bank
doesn’t anticipate any additional Financial Liability in these pending lawsuits.
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Interest income 4.29
Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080
Cash and cash equivalent -
Due from Nepal Rastra Bank -
Placement with bank and financial institutions 1,517,183 2,717,187 2,313,351
Loan and advances to bank and financial institutions -
Loans and advances to customers 34,817,891.48 50,909,478 69,315,276
Investment securities 292,848 155,200 155,200
Loan and advances to staff 39,550 20,547 38,281
Other -
Total interest income 36,667,473 53,802,411 71,822,108

Disclosure:

Interest income is recognized for all items on accrual basis as per the fair presentation framework of NFRS. Interest accrual till Asadh 2082 which is
received till Shrawan 15, 2082 is taken as Interest Income which amounts to NRs. 126,036.16. Interest accrual on default party is not recognized as per the
guidelines issued by Nepal Rastra Bank. Hence considering the materiality of the transaction cost with respect to the tenure of the loan interest rate charged
to customer is considered as effective interest rate to calculate the interest on loans and advances.

Refer Note 13(a) for interest income recognition criterion.

Interest expense 4.30
Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080
Due to bank and financial institutions 11,385,269 21,675,147 1,871,115
Due to Nepal Rastra Bank - - -
Deposits from customers 24,632,381 25,135,756 44,574,414
Borrowing - - -
Debt securities issued - - -
Subordinated liabilities - - -
Other - - -
Total interest expense 36,017,650 46,810,903 46,445,529
Interest Expenses on all financial liabilities including deposits are recognised in profit or loss using Effective Interest Rate Method.
Fees and Commission Income 4.31

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

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

212,960

111,500
142,734

2,781,100
331,990

Other fees and commission income

300,721

4,099,843

220,161

Total fees and Commission Income

566,456

4,354,077

3,333,251

Fees & Commission Income are generally recognised on an accrual basis when the service has been provided or significant act is performed. Service Income
on Loan is recognised by the bank as and when received and is not deferred with tenure of loan.

Fees and commission expense

4.32

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

ATM management fees
VISA/Master card fees
Guarantee commission
Brokerage

DD/TT/Swift fees

Remittance fees and commission

Other fees and commission expense 350
Total fees and Commission Expense 36,019 350 19,189
Net trading income 4.33

Particulars

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Changes in fair value of trading assets
Gain/loss on disposal of trading assets
Interest income on trading assets
Dividend income on trading assets
Gain/loss foreign exchange transaction
Other

Net trading income
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Narayani Development Bank Limited
Notes to Financial Statements

4.34

Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080
Foreign exchange revaluation gain - - -
Gain/loss on sale of investment securities 3,421,075 - 1,012,375
Fair value gain/loss on investment properties - - -
Dividend on equity instruments 782,354 2,288,271 -
Gain/loss on sale of property and equipment 1,794 10,038 1,452
Gain/loss on sale of investment property 510 - -
Gain on dipsosal of lease 1,751,719 - -
Gain/loss on sale of gold and silver - - -
Locker rent - - -
Other 26,800 - -
Total 5,984,252 2,298,309 1,013,827

Other Operating Income includes profit/(loss) on sale of Property, Plant & Equipment under the ownership of the bank and dividend amount received on the

equity instruments available for sale.

Impairment charge/(reversal) for loan and other losses 4.35
Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080
Impairment charge/(reversal) on loan and advances to B/FIs - - (21)
Impairment charge/(reversal) on loan and advances to customer (8,402,175) 1,722,659 85,207,828
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 other assets 9,029,199 (20,368,926) (4,828,501)
Impairment charge/(reversal) on FORMER STAFF
Total 627,025 (18,646,267) 80,379,306

Accrued Interest Receivable on loans have been considered under Loans and Advances measured at Amortized Cost. Loan to employees provided according
to the Employee Bylaws of the bank is presented under this head, which is also measured at amortized cost.

Personnel Expense 4.36
Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080
Salary 8,120,508 8,935,148 9,002,880
Allowances 9,625,671 10,305,315 9,672,883
Gratuity expense 121,214 - -
Provident fund 556,962 618,452 606,621
Uniform 429,000 - 580,000
Training & development expense 163,471 310,572 447,305
Leave encashment 599,317 793,070 865,659
Medical 120,000 96,986 -
Insurance 19,092 - -
Employees incentive - - -
Cash-settled share-based payments - - -
Contribution To Employee Pension Fund - - -
Finance expense under NFRS - - -
Other expenses related to staff - - 2,500
Subtotal 19,755,235 21,059,543 21,177,848
Employees bonus - - -
Grand total 19,755,235 21,059,543 21,177,848

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

Loans are fair valued using the market rates.

Other operating expense 4.37
Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080
Directors' fee 728,500 785,000 953,000
Directors' expense 351,534 408,770 872,946
Auditors' remuneration 536,750 519,800 557,350
Other audit related expense 209,500 169,993 132,750
Professional and legal expense 124,759 114,000 399,200
Office administration expense 14,778,450 14,654,111 16,465,802
Operating lease expense - - -
Operating expense of investment properties - - -
Corporate social responsibility expense - - -
Finance cost under lease NFRS 16 1,905,585 1,411,098 1,177,489
Onerous lease provisions - - -
Technical support Expenses - - 542,960
Total 18,635,078 18,062,772 21,101,497
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All operating expenses except Employee Personnel expenses are recognised and presented under this head. The details of the office administration

expenses is presented below:

Office administration expenses include the following:

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Water and electricity 1,234,601.15 1,177,775 1,157,296
Repair and maintenance
Leasehold assets 1,500.00 16,605 -
Vehicles 138,519.08 190,035 222,461
Computer and accessories 140,935.00 79,991 134,001
Office equipment and furniture 160,578.52 79,015 283,801
Others 24,649.00 13,312 84,068
Insurance 308,576.44 134,497 472,668
Postage, telex, telephone , fax 109,985.00 100,364 125,194
Printing and stationery 749,066.83 501,925 751,958
Newspaper, books and journal 20,200.00 4,830 45,325
Advertisement 650,539.60 546,146 693,102
Donation - - 25,000
Security Expenses 3,482,027.20 3,531,770 2,957,380
Deposit and loan guarantee premium 218,898.92 233,694 49,387
Travel allowance and expense 392,022.89 387,791 615,388
Entertainment 47,460.00 28,590 182,903
Annual/special general meeting - 742,709 555,461
Fuel Expenses 677,915.50 882,114 976,485
Other 4,771,396 3,442,592 5,863,543
Registration Fees And Charges 1,624,745.32 2,503,200 1,227,230
NCHL and CIC Expenses 21,625.95 57,155 43,153
Total 14,775,242 14,654,111 16,465,802
Disclosure:

Other expenses include the following:

Amount (Rs.)

Amount (Rs.)

Amount (Rs.)

Amortization of Share Issue Exp. 50,000 286,591
Business Promotion Expenses 27,418.70 33,735 265,839
Business Exhibition Expenses - 71,190
Annual Maintenance Contact Exp. 428,721.00 372,406 332,128
Antivirus Expenses 334,115.07 67,800 74,580
Anniversary Expenses 8,700 53,875
Connectivity Expenses 773,083.62 - 27,955
Internet Expenses 198,406.98 176,280 176,280
Intranet Expenses 497,693.02 523,752 449,966
Branch Opening Expenses 23,915.00 - 26,642
Vehicle Tax Expenses 76,615.00 82,035 72,600
Website Design & Dev. Expenses 21,261.96 - 84,750
Sub-Committee Meeting Allowances 95,000.00 120,000 249,520
Bod Secretarial Expenses 7,500 48,000
Other Expenes
Kitchen 122,981.00 157,452 306,442
Cleaning And Sanitation 85,946.43 46,831 90,944
Small Accessories 6,135.00 32,606 127,717
Cib Report Expenses 7,910.00 5,400 -
Bank Charges 19,205.73 5,316 7,108
Meeting Expenses 18,244.86 37,650 3,755
Internship Expenses 9,600 48,800
Gift And Souvenir 4,095 10,195
Vehicle Parking Expense 240.00 250 1,280
Auction Allowance EXp. 6,000.00 - -
Consultant Fee 766,138.00 67,800 -
Office Exp 413,843.13 151,953 621,665
Festival Expenses 22,464.98 82,095 -
Fine & Penalties 50,455.07 504,330 2,404,800
Misc. Expenses 634,147.25 111,321 20,920
Other Local Tax Expenses 95,710.00 213,750 -
Right Share Expenses 45,744.14 569,935 -
Total 4,771,396 3,442,592 5,863,543
Depreciation & Amortization 4.38
Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080
Depreciation on property and equipment 8,338,345 7,479,337 9,716,207
Depreciation on investment property -
Amortization of intangible assets 2,695,100 2,668,545 786,332
Total 11,033,446 10,147,882 10,502,538

Depreciation is calculated by using the written down value method on cost or valuation of the Property & Equipment other than freehold land and leasehold
properties. Depreciation on leasehold properties is calculated by using the straight line method on cost or valuation of the property. Intangible asset
contains software which has been amortized over 5 years.
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Non operating income

4.39

Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080
Recovery of loan written off - - -
Bargain gain on acquisition - - -
Loan write off - - -
Total - - -
Non operating expense 4.40

Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080
Loan written off 4,960,147 - -
Redundancy provision - - -
Expense of restructuring - - -
Other expense - - -
Total 4,960,147 - -
Income tax expense 4.41

Particulars As at 32.03.2082 | As at 31.03.2081 As at 31.03.2080

Current tax expense
Current year
Adjustments for prior years

Deferred tax expense

Origination and reversal of temporary differences (9,510,049) - -
Changes in tax rate - - -
Recognition of previously unrecognized tax losses - - -
Total income tax expense (9,510,049) - -

4.41.1: Reconciliation of tax expense and accounting profit

Current Year

As at 32.03.2082

As at 31.03.2081

As at 31.03.2080

Profit before tax (47,846,418) (16,980,386) (103,456,721)
Tax amount at tax rate of 30% (5,094,116) -
Add: Tax effect of expenses that are not deductible for tax purpose - - -
Less: Tax effect on exempt income - - -
Add/less: Tax effect on other items - - -
Total income tax expense - (5,094,116) -
Effective tax rate 0% 30% -
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Disclosure and Additional Information

5.1 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 Risk Management & Compliance 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.

5.1.1 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. 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. Pursuant to the NRB directive on corporate governance, the Bank has established
Risk Management Committee with well-defined terms of reference in line the NRB directive. The committee supervises
overall risk management of the Bank broadly classified as liquidity risk, market risk, operational risk and credit risk.

5.1.2 RISK GOVERNANCE

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 Assets
and Liabilities Committee is responsible for the management of capital and establishment of, and compliance with, policies
relating to balance sheet management, including management of liquidity, capital adequacy and structural foreign
exchange and interest rate exposure and tax exposure.

The bank’s risk governance structure is such that the responsibility for maintaining risk within the banks 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.

5.1.3 INTERNAL CONTROL

a)

9¥%

The Board is responsible for ensuring 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 effectiveness of the Company's internal
control system is reviewed regularly by the Board, its Committees, Management and Internal Auditors. The Internal Audit
monitors compliance with policies/ standards and the effectiveness of internal control structures across the Bank through
regular audit, special audit, information system audit, Off Site review. The audit observations are reported to the
Management for initiating immediate corrective measures. Internal Audit reports are periodically forwarded to the Audit
Committee for review and the committee issues appropriate corrective action in accordance with the issue involved to the
management.

Introduction and Overview

Risk is inherent in the Bank’s activities but is managed through a process of ongoing identification, measurement and
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Bank’s continuing
profitability and each individual within the Bank is accountable for the risk exposures relating to his or her responsibilities.
The Bank is mainly exposed to;

1) Credit Risk

2) Liquidity Risk

3) Market Risk

4) Operational Risk

5) Information Technology Risk
6) Other Risk

Credit Risk

Risk is an inherent aspect of business operations and is a key driver of revenue generation. For banks, effective risk
management aims to strike a balance between risk and return to achieve the best possible risk-adjusted return on capital.
While maintaining a reasonable return is crucial for business sustainability, chasing excessive risk for higher rewards can
jeopardize the business. Hence, effective risk management is critical for achieving long-term success.

AR o< 96 fafics | aiffe gfdded - 0¢o/o¢a ¥ 0¢a/0¢R



Narayani Development Bank Limited
Notes to Financial Statements

5 Disclosure and Additional Information

Bank has implemented a rigorous risk management framework, supported by policies and processes that have been
approved by the Board of Directors. This framework ensures that risks are independently identified, measured, and managed
across all areas of banking operations.

In line with NRB directives, the bank has established a Board-level Risk Management Committee responsible for overseeing
and ensuring that the bank’s risk appetite aligns with its policies. The Chief Risk Officer (CRO) acts as the secretary of this
committee, diligently monitoring and reporting on credit-related risks during committee meetings.

b) Market Risk
Market risk refers to the possibility that the value or future cash flows of financial instruments might change due to
fluctuations in market variables such as interest rates, foreign exchange rates, commodity prices, and equity prices. The
Bank categorizes its market risk exposures into trading and non-trading portfolios, managing each type separately with a
dedicated market risk management policy.

Market risks are reviewed by the Asset Liability Management Committee (ALCO) and also discussed. Quarterly reports on
these aspects are extensively reviewed by the ALCO, which ensures that operations align with established policies and
procedures. The committee also recommends actions to address risks related to interest rate changes, exchange rate
fluctuations, and equity price movements.

c) Liquidity Risk
Liquidity risk involves the potential challenge the Bank might face in fulfilling its financial commitments, which require cash
or other financial assets. This risk means that the Bank might struggle to meet its payment obligations both under normal
conditions and in times of stress. To mitigate this risk, the Bank has diversified its funding sources beyond its core deposit
base and follows a policy of managing assets with liquidity considerations in mind. Daily monitoring of future cash flows and
liquidity is also part of this approach.

The Bank monitors its liquidity through the Asset Liability Management Committee (ALCO), which reviews and discusses the
quarterly Statutory Liquidity Ratio (SLR) report.

To prepare for unforeseen cash flow disruptions, the Bank maintains a portfolio of highly marketable and diverse assets that
are expected to be easily liquidated. Additionally, it has committed lines of credit to address liquidity needs. The Bank also
holds a statutory deposit with the Nepal Rastra Bank. As part of its policy, the Bank evaluates and manages its liquidity
position under various scenarios, including stress factors both general to the market and specific to the Bank. A key aspect
of this management is maintaining the required ratio of liquid assets to liabilities to meet regulatory requirements. Liquid
assets include cash, short-term bank deposits, and readily sellable liquid debt securities.
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d) Operational Risk
Operational risk is potential for loss resulting from inadequate or failed internal processes, people and systems or external
events. Standard operating procedures are prepared and implemented in order to define the process, people and system
involved in each operational matters. Bank carries out internal audit from independent professionals on periodic basis in
order to review the effectiveness of control system that has been designed to mitigate the operational risk which is
monitored by the Audit Committee.

To manage operational risk effectively, the Bank focuses on minimizing losses and customer dissatisfaction due to process
failures. This includes scrutinizing product flows and design vulnerabilities that could lead to fraud, analyzing the impacts of
technological failures, and developing contingency plans to address external shocks that might disrupt the Bank’s operations.

The Branches are dedicated for overseeing operational risk, including compliance with Know Your Customer (KYC) and Anti-
Money Laundering (AML) regulations. Branches report directly to the Compliance or Operation Department. The personnel
from the department has, has full access to daily reports, operational processes, and the authority to recommend changes.
The sub department employee report to the head of this department or Chief Risk Officer or Compliance Officer. The Bank
uses Operation Manuals for all its business activities, ensuring operations adhere to these manuals, policies, guidelines, and
directives from the central bank. Daily operational functions are reported through a separate line to maintain independence
from business generation and credit risk, ensuring proper checks and controls.

Processes are periodically reviewed to address any deficiencies and improve accuracy. Centralizing functions such as Credit
approval, bill payments, and loan disbursement helps minimize errors due to staff inexperience. Public awareness of the
Bank's services and products is maintained through notices on the website, in branches, or through other publications. New
staff members receive orientation and are supervised by experienced colleagues until they acquire the necessary skills.

Skill development programs are conducted regularly, with staff receiving opportunities for training, seminars, and
workshops. Knowledge sharing is encouraged, allowing trained staff to share insights with peers.

e) Information Technology Risk
Information technology risk refers to the risk arising from use of information technology. It includes hardware and software
failure, human error on using IT, spam , virus, malicious attacks and also includes natural disaster. IT is integral part of
operation of Bank and bank has to rely heavily on IT. In order to minimize the risk related to IT, Bank uses antivirus
softwares.

The Core Banking System (CBS) is another area of concern, with growing external threats. The Information and Technology
Division reviews and ensures the security aspects align with the Bank's IT Policy.

The Bank has not conducted an Information System Audit to date. However, it has introduced a comprehensive operational
risk monitoring and reporting framework and has implemented measures such as daily transaction checks at all branches to
mitigate operational risks.

In operations, a maker-checker concept is employed, requiring that transactions be reviewed by two individuals to capture
any deviations. The Bank also maintains an online replication Disaster Recovery Site (DRS), which captures transaction
records from the Production Server. Both the Production Server and the DRS are housed in secure, shock-resistant buildings.
Periodic drills test the functionality of the DRS.

Each desktop is equipped with an E-scan Antivirus Software to prevent unauthorized data transfer or import, ensuring data
security. Periodic backups of individual desktop data are stored at the data center to facilitate data recovery if needed.

f) Other Risk
The ever-changing environment gives rise to various new risks. Some of this include reputational risk, human resource risk,
compliance risk etc. The risks are being evaluated and managed on daily/periodic basis by way of implementing mitigating
measures.
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Risk Management Framework

The Board of Directors is ultimately responsible for creating and overseeing the Bank’s risk management framework. The
Chief Risk Officer (CRO) and their team handle the Bank's overall risk management, which involves identifying, assessing,
monitoring, and mitigating various business risks—both global and local—that could impact the Bank’s objectives and
operations. This role also ensures that the Bank adheres to internal policies and external regulations, including legal and
contractual obligations, on an ongoing basis. Additionally, the CRO integrates major risks into the capital assessment
process. The Bank’s risk management policies are designed to identify and evaluate potential risks, establish appropriate
limits and controls, and ensure compliance with these limits. These policies and systems are reviewed annually to adapt to
changes in market conditions and the Bank’s offerings. Through rigorous training and adherence to management standards,
the Bank maintains a structured and effective control environment, clearly defining the roles and responsibilities of all
employees. The risk management framework is illustrated below.

[ Board of Directors ]

Risk Management
Committee

[ Chief Risk Officer ]

[ Operational Risk J [ Market & Liquidity Risk ] [ Credit Risk ]

5.2 Fair Value of Financial Assets and Liabilities and their Classification
The method of determination of fair value of financial assets and financial liabilities of the Bank at three levels (level one,
level two and level three) has been disclosed in Note 3.4.4. Classification of financial assets and financial liabilities is done as
mentioned in Note 3.4.2.

Fair value measurement is done for investment in shares. Fair value hierarchy of financial assets and liabilities at each
reporting dates for the financial instruments presented in statement of financial position is as follows:

As at 32 Ashad 2082

Particulars Classification Level 1 Level 2 Level 3
Financial Assets
Cash and cash equivalent 94,264,515
Due from Nepal Rastra Bank AC 58,147,270
Loans and advances to BFI AC -
Loans and advances to customers AC 187,845,771
Investment securities
Quoted shares FVOCI - 35,153,365
Unguoted shares FVOCI -
Other Investment AC 4,000,000
Total Financial Assets - 379,410,921
Financial Liabilities
Due to Bank and Financial Institutions AC
Due to Nepal Rastra Bank AC
Deposits from customers AC 449,675,444
Borrowing AC
Other Liabilities AC 51,039,555
Total Financial Liabilities - 500,714,999
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As at 31 Ashadh 2081

Particulars Classification Level 1 Level 2
Financial Assets
Cash and cash equivalent 264,049,666
Due from Nepal Rastra Bank AC 48,488,766
Loans and BFI AC
Loans and advances to customers AC 264,397,015
Investment securities
Quoted shares FVOCI - 43,153,554
Unguoted shares FVOCI
Other Investment AC 4,000,000
Total Financial Assets - 624,089,001
Financial Liabilities
Due to Bank and Financial Institutions AC
Due to Nepal Rastra Bank AC
Deposits from customers AC 631,521,022
Borrowing AC
Other Liabilities AC 46,710,411
Total Financial Liabilities - 678,231,433

Note: AC = Amortized Cost, FVOCI = Fair Value Through OCI

Capital Management

5.3.1 Principle and Objective
The principle of capital management of the Bank is to maintain strong capital base, meet the regulatory requirements and
ensure reasonable return on capital to its shareholders. The Bank is in the process to issue additional share capital to meet

the capital regirements.

Bank has not issued preference capital or any other form of hybrid instruments that may be converted into capital.

5.3.2 Capital Structure and Capital Adequacy

940

Capital Fund of Bank as per CAF 2015 is as follows (amount in '000):

Particulars

As at 32.03.2082

As at 31.03.2081

1.1 Risk Weighted Exposure (RWE)

RWE for Credit Risk 383,680,683 436,733,559
RWE for Operational Risk 28,724,049 22,497,883
RWE for Market Risk -
Total RWE before adjustment under Pillar IT 412,404,732 459,231,442
Adjustments under Pillar II

SRP 6.4a (5) ALM policies & practices are not satisfactory, add 1% of net 69,915 253,766
interest income to RWE

SRP 6.4a (7) Add RWE equvalent to reciprocal of capital charge of 4 % of gross 545,742 1,188,179
income.

SRP 6.4a (9) Overall risk management policies and precedures are not 16,496,189 18,369,258
satisfactory. Add 4% of RWE

SRP 6.4a (10) Desired level of disclosure requirement has not been achieved. -
Add 2% of RWE

Total RWE 429,516,578 479,042,644
1.2 Capital

A. Core Capital (Tier I) (44,696,487) 8,809,368
Paid up Equity Share Capital 262,467,600 262,467,600
Irredeemable Non-cumulative preference shares -
Share Premium 10,101,374 10,101,374
Proposed Bonus Equity Shares -
Call in Advance 36,587,555 33,583,355
Statutory General Reserves 108,174,262 108,174,262

Retained Earnings

(468,543,224)

Un-audited current year cumulative profit/(loss)

(411,508,978)

Capital Redemption Reserve

Capital Adjustment Reserve

6,561,690

6,561,690
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b) Operational Risk

Fiscal Year

Particulars 2078/79 2079/80 2080/81
Net Interest Income 9,591,894 25,376,579 6,991,508
Commission and Discount Income
Other Operating Income 4,508,192 4,327,889 6,652,036
Exchange Fluctuation Income
Addition/Deduction in Interest Suspense during the period - - -
Gross income (a) 14,100,086 29,704,468 13,643,544
Alfa (b) 15% 15% 15%
Fixed Percentage of Gross Income [c=(axb)] 2,115,013 4,455,670 2,046,532
Capital Requirement for operational risk (d) (average of c) 2,872,405
Risk Weight (reciprocal of capital requirement of 10%) in times 10
Equivalent Risk Weight Exposure [f=(dXe)] 28,724,049
Pillar IT Adjustments
If Gross Income for the last three years is negative (6.4 a 8)
Total Credit and Investment (net of Specific Provision) of related month -
Capital Requirement for Operational Risk (5% of net credit and -
Risk Weight (reciprocal of capital requirement of 10%) in times 10
Equivalent Risk Weight Exposure (g)
Equivalent Risk Weight Exposure [h=f+g] 28,724,049

5.4 Operating Segment Information
5.4.1 General Information

Bank's management has identified its operating segments based on the management of its branches and offices. In line with this, 7 different segments are identified
based on 7 Provinces of Nepal on geographical separation basis. The operation, risk, transactions, etc. are more inclined on similar manner on a particular state. All
the related income and expenses of such segments are presented in the segment information. Equity, staff bonus, NFRS adjustments and income tax are not
segregated and are included in central account. Intra-segment transactions are eliminated. As per NFRS 8, an entity shall disclose information to enable users of its
financial statements to evaluate the nature and financial effects of the business activities in which it engages and the economic environments in which it
operates.Bank's management has identified its operating segments based on the management of its branch and offices situated on different geographical location. In

line with this, all its branches are located in same province i.e province 3, hence the bank has single operating segment.

In general, the products that derive revenue is classified in the following manner.

i) Consumer banking: Revenue generated by serving individual consumer is categorized under this product. This includes loans and deposit from individual customer.

i) Corporate banking: Revenue generated from customer other than consumer is categorized under this product. This includes loan and deposit.

iii) Treasury: Revenue generated by way of making investment in government securities, corporate bonds, mutual fund units, shares etc. are grouped under this
iv) Others: Other revenue are included in this product and includes operational service fees, locker, guarantee commission, etc.

The Bank was declared a crisis riden financial institution and is under reformative process. At present the Bank is restricted to accept deposits and lend loans and
advances and is focussing on recovery of loans and payment of deposits. Thus, the major source of revenue is recovery of loans and advance which has been

classified under consumer banking.

5.4.2 Segment result and segment position for the year ended on Ashad 2082

Particulars Province 1 Province 2 Province 3 Gandaki Province 5 Province 6 Province 7 Total
Revenue from external customers -
Intersegment revenues -
Net revenue - - - . . =
Interest income 36,667,473 36,667,473
Interest expenses 36,017,650 36,017,650
Net interest revenue - - 649,823 - - 649,823
Depreciation and amortization 11,033,446 11,033,446
Segment profit/(loss) (10,383,623) (10,383,623)
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Narayani Development Bank Limited
Notes to Financial Statements

5.4.3 Measurement of operating segment profit or loss, assets and liabilities
i) Basis of accounting for any transactions between reportable segments:
All revenue generated including intra-segment revenue and expenses incurred in particular
segment are presented under segment revenue and expenses. Intra-segment revenue/cost is
netted off at Head Office.

ii) Nature of any differences between the measurements of the reportable segment's

There does not exist such difference.

ili) Nature of any differences between the measurements of the reportable segment's
There does not exist such difference.

iv) Nature of any changes from prior periods in the measurement methods used to

Previously, segment reporting was not done. In current scenario, segment reporting based on
geographical segment is presented.

v) Nature and effect of any asymmetrical allocations to reportable segments
There is no such allocation.

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

a) Revenue
Total revenue for reportable segments 36,667,473
Other revenue -
Elimination of intersegment revenues -
Entity's revenue 36,667,473

b) Profit or loss
Total profit or loss for reportable segments (10,383,623)
Other profit or loss
Elimination of intersegment profit
Unallocated amounts:
Staff bonus -
Income tax -
NFRS adjustments
Profit After income tax (10,383,623)

c) Assets

Total assets for reportable segments
Other assets

Unallocated assets

Entity's assets

d) Liabilities

Total liabilities for reportable segments
Other liabilities

Unallocated liabilities

Entity's liabilities

5.4.5 Information about product and services
Particulars Amount
Consumer banking
Corporate banking
Treasury

Others
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Narayani Development Bank Limited
Notes to Financial Statements

5.4.6 Information about geographical areas
Revenue from geographical areas are as follows:
Domestic:
Province 1 -
Province 2 -
Province 3 649,823
Gandaki -
Province 5 -
Province 6 -
Province 7 -
Foreign: -
Total 649,823

5.4.6 Information about major customers
None of the customer have contribution of 10% of more revenue on total revenue of Bank.

5.5 Share options and share based payment
Not applicable

5.6 Contingent liabilities and capital commitment
Contingent liabilities are:
- a possible obligation that arises from past events and whose existence will be confirmed only by
the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the entity or

- present obligation that arises from past events but is not recognized because it is not probable
that an outflow of resources embodying economic benefits will be required to settle the obligation
or the amount of the obligation cannot be measured with sufficient reliability.

Capital commitment are projected capital expenditure a company commits to spend on long-term
assets over a period of time.

5.7 Related parties disclosure
5.7.1 Identified Related Parties
The bank has identified following as Related Parties under:
1) Directors
2) Key Management Personnel of the Bank &
3) Related Parties of the above two

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

Name Position

Chandra Man Maleku Chairman, Board of Directors
Tek Nath Dhakal Member, Board of Directors
Yashoda Adhikari Member, Board of Directors
Ganesh Man Pradhan Member, Board of Directors
Ek Narayan Kafle Member, Board of Directors
Ram Hari Poudel Independent Director
Pashupati Poudel Chief Executive Officer (CEO)

Mr. Pashupati Poudel also serves as the secretary of the BOD.

Mr. Bishnu Regmi is outgoing CEO who served the company during the F/Y 2081/82
5.7.3 Transactions with Board of Directors
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Narayani Development Bank Limited
Notes to Financial Statements

Board of Directors Meeting Fee/Allowance

Following are the payment made to the BOD in the form of meeting fee/allowances.

Particulars Sitting Fees
(NRs.)

Board Meeting 570,500
Audit Committee Meeting 35,000
Risk Management Committee Meeting 30,000
Karmachari Sewa & Subidha Committee 15,000
AML/CFT Committee 15,000
Total 665,500

Additional Facilities

Amount (NRs.)

Telephone Allowance 63,000.00
Internet Allowance 75,000.00
Newspaper Allowance 20,000.00
Total 158,000.00

Chief Executive Officer

Mr. Bishnu Regmi had served as Chief Executive Officer of the Bank during F/Y 2081/82. He is

provided salary and allowance and benefits as per contract entered on his appointment.

Total Transaction with Key Management Personnel

Particulars CEO Ex.CEO Ex. Dy CEO
Salary & Allowances 2,100,000

Provident Fund

Other Benefits 240,000

Total 2,340,000 -

Merger and acquisition
No such merger and acquisition has taken place.

Events after reporting date
Proposed dividend

The bank has not declared any dividend.
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5.10 Events after reporting date

Events after the balance sheet date are those events, favorable and unfavorable, that occur between the balance sheet date and the date when the financial

statements are authorized for issue.

Appropriate adjustments in the financial statements and disclosures in notes to accounts have been made for all material and significant events that have

occurred between the balance sheet date and date when the financial statements have been authorized for issue.

Where necessary all material events after reporting date have been considered and appropriate adjustments or disclosures have been made in the Financial

Statements as per NAS 10.

5.11 Additional Disclosures

a) Recovery of Interest after year end and upto Shrawan 15, 2082

The 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 upto the end of reporting period to the Regulatory Reserve from the Retained
Earnings. However, the same directives has relaxed this provision with which Bank may not appropriate such amount in case it is recovered within the 15 days

after the year end, i.e 15th Shrawan.

Particulars As at 32.03.2082 | As at 32.03.2081 As at 31.03.2080
Total Accrued Interest as on date 27,643,734.78 32,204,646 18881211.59
Total Accrued Interest on NPL as on date 25,396,063.36 30,215,868 14550150.17
AIR on staff loans - - 0
Accrued interest receivable (except for the staff loans) 2,247,671 1,988,778 4,331,061
Less: Cessation of the the interest on loan (Refer Notes 5.11) -
Less: Interest recovered upto 15th Shrawn as per Directives No. 4 126,036.16 1,542,402 319,452
Amount required to be appropriated to Regulatory Reserves (before staff bonus & 2,121,635 446,376 4,011,609
Gross appropriations to the Regulatory Reserves (before staff bonus & taxes) 1,055,938 281,217 2,527,314
Amount already appropriated to Regulatory Reserves (before staff bonus & tax) 281,217 2,527,314 364,881
Net appropriations to the Regulatory Reserves for unrecovered interest 774,721 (2,246,097) 2,162,432

5.12 Disclosure pursuant to Guideline on Recognition of Interest Income, 2025

In line with the NRB's Guideline on Recognition of Interest Income, 2025 which provides for the cessation of the the interest on loan, in case where contractual
payments of principal and/or interest of the loan are due for more than 12 months. The Bank has not suspended to recognize interest income pursuant to

above guideline.

5.13 As per AGM Procedure of NRB Guidelines No.16

Particulars

As at 32.03.2082

As at 32.03.2081

No. of Customers

No. of Customers

clause 41 of NRB Directives 2

Accrued Interest Received after Asadh end 2081 till Shrawan 15, 2082 147 120.00
Additional 0.3% Loan Loss Provision created on Pass Loan Portfolio NA NA
Extension of moratorium period of loan provided to Industry or Project under Construction NA NA
Restructure/Rescheduled Loan with 5% Loan Loss Provision NA NA
Enhancement of Working Capital Loan by 20% to COVID affected borrowers NA NA
Enhancement of Term Loan by 10% to COVID affected borrowers NA NA
Expiry Date of Additional 20% working capital loan (COVID Loan) extended for upto 1 year NA NA
with 5% provisioning

Expiry Date of Additional 10% Term loan (COVID Loan) extended for upto 1 year with 5% NA NA
provisioning

Time Extension provided for repayment of Principal and Interest for upto two years as per NA NA

Table No. 2

Particulars

As at 32.03.2082

As at 32.03.2081

No. of Customers

No. of Customers

Refinance Loan NA NA

Business Continuity Loan NA NA

Table No. 3

Particulars As at 32.03.2082 | As at 32.03.2081

No. of Customers

No. of Customers

Subsidized Loan

NA

NA
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List of 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.

Particular Current Year Previous Year

Opening Balance
Addition during the year
Disposal during the year

14,281,137.47 -
26,692,500.00 14,281,137.00
(4,841,500.00) -

Closing Balance 36,132,137.47 14,281,137.00
S.N.[Name of Borrower Date of Assuming NBA Total Amount of NBA (Rs.)
1[Shila Fancy & Cosmetic 2081.03.21 6,800,000.00
2|Raj Kumar Mahato 2081.01.27 2,639,637.47
3[Sumina & Sujan Krishi Farm Pvt. Ltd. 2081.09.29 7,950,000.00
4[Sumi Furniture & Hira Khadyana 2081.09.16 11,025,000.00
5|Nilam Yatayat 2081.09.16 7,717,500.00
Total 36,132,137.47
List of Loan Write Off
During the fiscal year following loans had been written off:
S.N.|Name of Borrower Amount
1|Taranath Bohera 99,140.00
2[Min Bahadur Tamang 84,390.00
3[Ram Shrestha 25,000.00
4|Gir Bahadur Shrestha 272,360.00
5|Bimal Tamang 251,140.00
6|Sachin Gurung 29,880.00
7|Til Bahadur B.K 123,580.00
8|Nagendra Prasad Dhakal 254,040.00
9|Madhav Bhandari 70,230.00
10|Raju Prasad Kuwar 295,670.00
11|Pancha Bahadur Gurung 41,020.00
12|Kamala Bhattarai 22,700.00
13|Medan Kumar Gauli 50,099.00
14|Bishwanidhi Aryal 20,350.00
15|Niraj Pathak 31,620.00
16|Naba Raj Poudel 34,490.00
17|Bikash Shrestha 48,510.00
18[Lok Nath Sigdel 202,030.00
Total 1,956,249.00

d) Disclosure under Expected Credit Loss Model

Credit Risk Management Practice

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

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

The Bank has adopted NFRS 9: Financial Instruments, which introduces a forward-looking Expected Credit Loss

(ECL) model for the recognition of impairment on financial assets. NFRS 9 replaces the previous incurred loss

model under NAS 39, and requires recognition of credit losses based on a three-stage model, reflecting changes

in credit risk since initial recognition.

NFRS 9 mandates an impairment model that requires the recognition of Expected Credit Losses (ECL) on all

financial debt instruments held at amortized cost, Fair Value through Other Comprehensive Income (FVOCI),
undrawn loan commitments and financial guarantees.

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.
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Significant Increase in Credit Risk

When determining whether the risk of default on a financial instrument has increased significantly since
initial recognition, the Bank considers reasonable and supportable information that is relevant and available
without undue cost or effort. 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 Significant increase in credit risk in its ECL Policy which are in
consistent with the NFRS 9 - Expected Credit Loss Related Guidelines, 2024 issued by Nepal Rastra Bank. The
criteria are as follow:

. More than 30 days 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.

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

. 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.

CoONOOUTA WN =

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:

1. Qualitative Factor

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

2. Quantitative Factor

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

Default Definition

O 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.

O 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.
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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.
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 Lifetime
exhibited Significant
increase in credit risk
Stage 3 - Non-Performing Lifetime

- Credit Impaired

Purchased or Originated Credit
Impaired (POCI) financial assets

Lifetime

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:

S. Component

Definition

1. [Probability of Default (PD)

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

2. |Loss Given Default (LGD)

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.

=Y
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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 CCF reflects the likelihood that the
undrawn portions of the loan will be utilized before the
default occurs. This adjustment is important as it accounts for the
potential increase in exposure if the borrower draws on the
available credit.
The bank has utilized the CCF ratio and Utilization ratio
provided by Nepal Rastra Bank in its Expected Credit Losses (ECL)
Guideline, 2024
For term loans, the EAD is based on the outstanding balance of
the loan, adjusted for any principal repayments made by the
borrower. Since term loans are typically repaid over time
according to a fixed amortization schedule, the EAD
decreases as principal is repaid, reducing the exposure in the
event of default. Therefore, the EAD for term loans reflects the
amount remaining after accounting for any principal
recoveries, as per the amortization plan.

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

For stage 3 loans, the Probability of Default is already 100% (since already defaulted) so

the Expected Credit Loss 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. It is becoming probable that the borrower will enter bankruptcy or other financial re-organization.

V. The disappearance of an active market for that financial instrument because of financial difficulties
Vi. The purchase or origination of a financial instrument at a deep discount that reflects the incurred credit
losses.

Vii. The borrower is overdue for more than 90 days in any principal, advances, interest

or investment in bonds due to the bank.
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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 financial assets are those financial assets that are credit-impaired on initial recognition.

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.

Write off

Financial assets are written off (either partially or fully) when recovery is no longer considered realistic.
A write-off is treated as a derecognition event, where the asset's carrying amount is reduced by the
amount written off. This occurs when the bank determines that further collection efforts are unlikely to result in
significant recoveries. Any recoveries on written-off amounts are recognized as income in the period in which
they are received.

Transfer between stages

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

The transfer of the loans among different stages are shown in quantitative disclosure.

Key Inputs, Assumptions and Estimation Techniques

Recognition of Expected Credit Losses — Approaches

a. General Approach

The bank applies the general approach for recognition of Expected Credit Losses 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 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:

OO0 Parameters and indicative ratios provided in the Nepal Rastra Bank's ECL

Implementation Guidelines (ex. Credit Conversion Factor [CCF], utilization ratios.

OO0 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.
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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 (@) requires the estimate of expected credit losses to reflect an unbiased and probability weighted
amount that is determined by evaluating a range of possible outcomes. The three possible scenarios are taken
into account i.e., Baseline, Upturn and downturn. The base line forecasts are used to create the upturn
and downturn scenarios. The bank determines the upturn and downturn of the macroeconomic variable
using +/- Standard Deviation of the baseline. The bank uses the following probability weights:

Particulars Probability Weights
Base Line 40%
Upturn 30%
Downturn 30%

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

Macro-Economic Variables used in the model

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

Variables Units Q1 Q2 Q3 Q4
Gross domestic product, constant prices (diff) |Percent 5.118 5.174 5.225 5.253
Changes
Upturn
Variables Units Q1 Q2 Q3 Q4
Gross domestic product, constant prices (diff) |Percent
Changes 7.3315 7.387 7.438 7.466
Downturn
Variables Units Q1 Q2 Q3 Q4
Gross domestic product, constant prices (diff) |Percent 2.905 2.960 3.011 3.039
Changes

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.

Probability Weighted

Variables Units Q1 Q2 Q3 Q4

Gross domestic product, constant prices (diff) |Percent of GDP 5.1182 5.1740 5.2250 5.2530

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

Collateral Valuation

The Bank seeks to use collateral, where possible, to mitigate its risks on financial assets. The collateral comes
in various forms such as cash, gold, Government Securities, Letters of Credit/Guarantees, real estate,
receivables, inventories, other non-financial assets etc. 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. The bank has used collateral value from the
valuation conducted more than two months prior.

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.

The realization cost and haircuts used are as follows:

Collateral Details Realization Cost % Haircut %
Land & Building 5 25
Vehicle 0 50
Guarantees 0 0
Fixed Assets 5 25
Gold & Silver 5 10
Non-Governmental Securities 5 10
Others 0 25
Insurance Policy 5 25
Governmental Securities 2 0
Share Securities 5 10
Gold 10 0
Other Fixed Assets 5 25
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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.

Gross
Loan type Carrying NR.B. EC_L. Reason for no ECL
Provision | Provision
Amount
Loan Against Fixed Deposit 2,91,02,530 [291,025.30| wiL | Guaranteed by Fixed
Deposit
Investments N/A N/A N/A Government Backed

Securities

Implemented Policy

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 detail of impairment under both methods:

Particulars

Amount

Total Impairment as per NRB

135,983,380.53

Total Impairment as per ECL

121,457,200.44

The higher of two above, i.e., has been taken in account for impairment loss on loan and advances for the

reporting period.
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GCA is Gross Carrying Amount of the Loan.
ECL is Expected Credit Losses.
Also the following tables shows the movement of the impairment during the year for staff loans:

Particulars Gross Carrying Amount(GCA) ECL

Opening Balance 870,000.00 843,408.38
New Asset Originated or Purchased
Asset Derecognised

Unwind of Discount

Change in Model(b/f) 7,821.06
GCA_Adjustment(b/f)
Closing Balance 870,000.00 851,229.44

The following table shows the movement of the impairment during the year of off balance sheet items:

Particulars Gross Carrying Amount(GCA) ECL
Opening Balance

New Asset Originated or Purchased
Asset Derecognised

Unwind of Discount

Change in Model(b/f)
GCA_Adjustment(b/f)

Closing Balance -

IMPAIRMENT AS PER NORMS OF NRB IN LOAN LOSS PROVISION
The bank has provided for impairment provision as per norms of NRB in Loan Loss Provision as given in NRB Directive no. 2 on the basis of overdue period of Principal
and interest .

The bank, following regulatory backstop as maintained 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 provision as mentioned in Unifield NRB Directives no. 2

Particulars Amount
Total Impairment as per NRB 135,983,380.53
Total Impairment as per ECL 121,457,200.00

The higher of two above, i.e 135,983,380.53 has been taken in account for impairment loss on loan and advances for the reporting period.
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Narayani Development Bank Limited
Other Assets
At the month end of Ashadh, 2082

(Rs. in '000)

S.No. | Assets Gross Amount Specific Provision Net Balance

1 Current Tax Assets 2,241,573 2,241,573
2 Investment Property - -

3 Property and Equipment 45,500,540 45,500,540
4 Assets held for Sale -

5 Other non-banking assets 36,132,137 - 36,132,137
6 Bills receivable -

7 Accounts receivable 15,506,667 15,506,667
8 Accrued income -
9 Prepayment and Deposits -
10 [Income tax deposits -
11 |Deferred Employee Expenditure - -
12 |[Others -

TOTAL 99,380,918 - 99,380,918
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5.15 EPS and Net Worth for the year 2081-82

Net worth As at 32.03.2082 As at 31.03.2081
Total Equity 25,259,825 57,995,470
Less: amount not attributable to shareholders

CSR

Training
Available to shareholders 25,259,825 57,995,470
No. of shares including bonus share 2,624,676 2,624,676
No. of shares excluding bonus share
Net worth per share 9.62 22.10

EPS

As at 32.03.2082

As at 31.03.2081

Profit for the year

(38,336,369)

(17,800,183)

Wtd. Avg no. of shares 2,624,676 2,624,676

EPS-Basic (14.61) (6.78)
EPS_Diluted (14.61) (6.78)
Annualized (14.61) (6.78)
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Head Office Branch Office

@ Bharatpur-10 Ratnanagar Branch Yagyapuri Branch Bharatpur Branch

& Ratnanagar-1, Chitwan & Bharatpur-7, Chitwan @ Bharatpur-10, Chitwan

@ Tel.: +977-56-560608, 561258 @ Tel.: +977-56-593822, 593895 @ Tel.: +977-56-590011, 590012
2 ratnanagar@ndbl.com.np i yagyapuri@ndbl.com.np 2 bharatpur@ndbl.com.np

Chitwan, Nepal
& Tel.: +977-56-590011
590012/ 590013
Narayangarh Branch Parsa Branch
I8 Bharatpur-03, Chitwan i8 Khairahani-08, Chitwan
i Tel.: +977-56-490534, 490734 1 Tel.: +977-56-493980, 493981
2 narayangarh@ndbl.comnp & parsa@ndbl.com.np

www.ndbl.com.np
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Narayani Development Bank Ltd.




