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SAR

ASSOCIATES

CHARTERED ACCOUNTANTS

Independent Auditor’s Report

To the Shareholders of Prabhu Bank Limited

Report on the Audit of the Consolidated Fmanc:;.l Statements

Y
Opinion ’
We have audited the consolidated financial statements of the Prabhu Bank Limited (the “Bank”) and its
subsidiary (the “Group”), which comprise the consolidated statement of financial position as at Ashadh 32,
2082 (July 16, 2025), and the consolidated statement of profit or loss, consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash

flows for the year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.

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

Basis for opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities under
those standards are further described in the Auditors Responsibilities for the Audit of the Consolidated
Financial Statements section of our Report. We are independent of the Group in accordance with the
ICAN’s Handbook of Code of Ethics for Professional Accountants together with the ethical requirements
that are relevant to our audit of the financial statements in Nepal, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and ICAN’s Handbook of Code of Ethics for
Professional Accountants. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Key Audit Matters

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

S. N | Key Audit Matters Auditor’s Response

‘1. Interest Recognition Qur audit approach regarding verification of
The interest income of the bank has to be recognized | Process of interest recognition included:

on an accrual basis and following the Guidance Note on | 5, Obtaining clear understanding of the
Interest Income Recognition, 2025 issued by NRB read process of accrual of interest income on
with the Carve-Out Alternatives provided for Bank and loans and advances in the Core Banking
Financial Institutions (BFIs) under NFRS — 9 issued by Software of the bank.

the Institute of Chartered Accountants of Nepal (ICAN) i ) .
dated 2082.05.09. Though accrual basis of income | b. Test check of the interest income booking
recognition is prescribed in general, the guidelines with manual computation.

require interest income on Stage 3 (with overdue of
more than 3 months) or Purchased or Originated
Credit to be recognized on cash basis whereas for
Impaired Financial Assets, interest should be
recognized on Coupon interest rate applied on
principal outstanding. Given the lack of system
capability to suspend recognition of income on the
basis of overdue status of loan on regular basis, manual
intervention will be required in interest recognition
process and hence create risk of improper application
of the guidance note. This may, in turn, have an effect
on recognition of interest income by the bank.

Y
T +97714520807 /08 /10 E info@sarcomnp
Address B4 Bishal Basti "Ka", Bishal Nagar, GPO Box 4585, Kathmandu, Nepal
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Thus, we have considered it as a Key Audit Matter.

Investment Valuation, Identification, and
Impairment

Investment of the bank comprises of investment in
government bonds, T-bills, development bonds and
investment in quoted and unquoted equity
instruments. The valuation of the aforesaid securities
has been done in compliance with NFRS 9 and NRB
Directive no. 8. The investment in the government and
NRB bonds and T-bills should be recognized on
reporting date on Amortized cost basis whereas other
investments in equity instruments, other than those
held for trading, should be valued at Fair Value
through Other Comprehensive Income.

Given the varieties of treatments recommended for
valuation of investment based on nature of cash flow,
the business model adopted, complexity of calculations
and the significance of amount involved in such
investments, same has been considered as Key Audit
Matter.

Our audit approach regarding verification of
process of investment valuation,
identification and impairment included:

a. Review of the investment of the bank and
its valuation having reference to NFRS
issued by the Accounting Standard Board
of Nepal and NRB Directive 4 read with 8.

b. We assessed the nature of expected cash
flow of the investments as well as the
business model adopted by the
management based on  available
evidence/circumstances and ensured that
classification of investment is
commensurate with nature of cash flow
and management intention of holding the
investment.

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

d. For the investment valued through OCI
for quoted investment, we ensured that
fair valuation has been done at the closing
transaction rater in NEPSE as on
16.07.2025 and for the unquoted
investment the fair value has been taken
on the basis of latest audited financial
statements.

Impairment of Loans and Advances

As per NRB Directive 4 read with NFRS g9- Expected
Credit Loss Related Guidelines, 2024 issued by NRB
and the Carve-Out Alternatives provided for Bank and
Financial Institutions (BFIsyunder NFRS - 9 issued by
the Institute of Chartered Accountants of Nepal (ICAN)
dated 2082.05.09, bank shall measure impairment loss
on loans and advances as the higher of:

= Amount derived as per norms prescribed by Nepal
Rastra Bank for loan loss provisioning; and

= Amount determined as per para 5.5. of NFRS o

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

As per NFRS 9, impairment of loans and advances
should be determined following an expected credit loss
impairment model. Under the model, impairment is
calculated as probability weighted estimate of credit
losses (i.e present value of all cash shortfalls) over the
expected life of the financial instrument. The
guidelines issued by NRB provide a standardized
methodology for ECL calculation, covering asset
classification (Stage 1, 2, 3), estimation of probability
of default (PD), loss given default (LGD), exposure at
default (EAD) and incorporation of forward-looking
information. NRB also prescribed a uniform reporting
format for submission of ECL data to ensure
consistency and regulatory compliance.

Given the fact that impairment of loans and advances
under expected credit loss model require assessment of

Our audit approach regarding verification of
impairment of loans and advances included:

a. Review of the overdue status of loans and
advances by obtaining data from the
system and matched the same with the
NRB 2.2 report.

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

c. Assessment of appropriateness of
parameters used for grouping the
portfolios.

d. Review of appropriateness of historical
data and assumptions including economic
factors used for staging the portfolio,
determination of probability of default as
well as loss given default. Assessment of
appropriateness of historical recovery data
as well s assessment of realizable value of
collateral securities, along with defined
hairctits, also formed part of or audit with
reference to determination of loss given
default.

)
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future cash flows as well as historical loss experiences
of portfolios. Further, impairment of loans and
advances under NRB norms for loan loss provisioning
will require assessment of overdue status of loans and
advances and proper utilization of loan for intended
purpose. Hence, assessment of availability and
accuracy of required data for calculating impairment of
loans and advances under expected credit loss model
as well as reasonableness of the assumptions and
economic factors used is regarded as Key Audit Matter.
Also, assessment of availability and accuracy of
required data for calculating impairment of loans and
advances under NRB' provisioning norms is regarded
as Key Audit Matter.

Information Technology General Controls

IT controls with respect to recording of transactions,
generating various reports in compliance with NRB
guidelines and other compliances to regulators is an
important part of the process. Such reporting is highly
dependent on the effective working of Core Banking
Software and other allied systems.

We have considered this as Key Audit Matter as any
control lapses, validation failures, incorrect input data
and wrong extraction of data may result in wrong
reporting of data to the management, shareholders and
regulators

Our audit approach regarding Information
technology of the bank is based upon the
Information Technology Guidelines 2012
issued by NRB and it included:

a. Understanding the coding system adopted
by the bank for various categories of
customers.

b. Understanding the feeding of the data in
the system and going through the
extraction of the financial information and
statements from the IT system existing in
the bank

¢. Checking of the user requirements for any
changes in the regulations/ policy of the
bank

d. Reviewed the reports generated by the
system on sample basis. We verified the
interest income and expense booking
regarding loan and deposit on test basis
with the CBS of the bank.

e. We relied on the IT audit conducted by the
bank.

f. We verified the provisioning of the loan
and advances based on ageing on the test
check basis as on 16.07.2025

Risk of material misstatements in financial
statements due to fraud

In accordance with NSA 240, there is a presumption of
fraud risk in revenue recognition and a heightened risk
of management overriding controls. Given the
judgment involved in estimates, the potential for bias,
and the susceptibility of certain transactions to
manipulation, fraud risk is regarded as Key Audit
Matter.

Our audit approach regarding assessment
material misstatements due to fraud
included:

a. Obtaining an understanding of the entity’s
internal control relevant to fraud
prevention and detection and evaluating
the design and implementation of such
controls.

b. Performing risk assessment procedures,
includm;céuiries of management and
those with governance regarding
their assessment of fraud risk and related
controls.

c. Evaluating the appropriateness of
accounting policies and assessing the
reasonableness of accounting estimates
and related disclosures for potential
management bias.

d. Testing journal entries and other
adjustments, particularly those made at
period end, to add.res_s the risk of
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-

management overriding controls.

e. Assessing significant and unusual
transactions to determine whether they
have been entered into to engage in
fraudulent financial reporting.

f. Performing  substantive  analytical
procedures and detailed testing on areas
susceptible to fraud, including revenue
recognition, in response to the assessed

- risks.

h |

Information Qther than Consolidated Financial Statements and Auditor’s Report Thereon

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

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

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

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

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

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

Those charged with Governance are responsible for overseeing the Group’s financial reporting process.

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

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

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

¢ Identify and assess the risk of material misstatement of the consolid.g\ted financial statements, whether
due to fraud or error, design and perform audit procedures responsivé'to those risks, and obtained audit
evidence that is sufficient and appropriate to provide a basis for ouropinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purposes of expressing an opinion on the
effectiveness of the Group’s internal control.

« Evaluate the appropriateness of accounting polices used and the reasonableness of accounting estimates
and related disclosures made by the management,
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¢ Conclude on the appropriateness of the 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 Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’ report to
the related disclosures in the consolidated financial statements or if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained .up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

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

¢ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision, and performance of the group audit. We remain solely
responsible for our audit opinion.

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 that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on the requirements of Banks and Financial Institutions Act, 2073 and Company Act,
2063 :

x

We have obtained satisfactory information and explanations asked for, which to the best of our knowledge
and belief were necessary for the purpose of our audit; the returns received from the branch offices of the
bank, though the statements are independently not audited, were adequate for the purpose of the audit; the
consolidated financial statements including the consolidated statement of financial position, consolidated
statement of profit or loss, consolidated statement of comprehensive income, consolidated statement of
changes in equity, consolidated statement of cash flows including a summary of significant accounting
policies and other explanatory notes have been prepared in all material respect in accordance with the
provisions of the Company Act, 2063, and they are in agreement with the books of accounts of the Bank;
.and the accounts and records of the bank are properly maintained in accordance with the prevailing laws.

To the best of our information and according to the explanations given to us, in the course of our audit, we
observed that the loans have been written off as specified; the business of the Bank was conducted
satisfactorily, and the Bank's transactions were found to be within the scope of its authority. We did not
come across cases of accounting related fraud and the cases where the board of directors or any director or
any office bearer of the Bank has acted contrary to the provisions of law or caused loss or damage to the
Bank or committed any misappropriation of the funds of bank. However, four members of bank’s top
management are under investigation of Central Investigation Bureau in the case related to Banking Offence
and Punishmnet Act, 2064 in respect of which outcome is awaited. 4

L

W
WAdhikari

Partner

Place: Kathmandu, Nepal
Date: December 21, 2025

UDIN: 251221CA00598E8jg4
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Notes to the Consolidated Financial Statements
For the year ended 32" Ashadh, 2082

Reporting Entity

Corporate Information

Prabhu Bank Ltd. ("The Bank") formerly known as KIST Bank Ltd. is a limited liability company incorporated and operating in
Nepal. The address of its registered office is G.P.0. Box 8975, Babarmahal, Kathmandu, Nepal. The Bank carries out commercial
banking business in Nepal as class "A” financial institution under the Bank and Financial Institution Act, 2073. The Bank is listed
in Nepal Stock Exchange Limited.

Consolidated Financial Statements

The accompanying consolidated financial statements for the year ended 32" Ashadh, 2082 comprises the Bank's (Parent
Company) and its Subsidiaries’ (together referred to as the ‘Group’ and individually as ‘Group entities’) Statement of Financial
Position, Statement of Profit or Loss, Statement of Other Comprehensive Income, Statement of Changes in Equity, Statement
of Cash Flow and Notes to the Financial Statements. The Bank is the ultimate parent of the Group.

Principal Activities and Operations

Bank

The principal activities of the Bank are to provide full-fledged commercial banking services including agency services, trade
finance services, card services and e-commerce products and services to its customers through its strategic business units,
branches, extension counters, ATMs and network of agents.

Subsidiaries
Details of the subsidiaries are as follows:

Name of Subsidiary Holding % Investment Date
Prabhu Capital Ltd. 56.79% May 31, 2017
Prabhu Stock Market Ltd. 100% June 12, 2019

The principal activities of the Subsidiary, Prabhu Capital Limited is to provide merchant/investment banking services that
include management of public offerings, portfolio management, underwriting of securities, and fund management of mutual
fund schemes, depository participant’s service under Central Depository Service (CDS) and administration and record keeping of
securities of its clients.

Prabhu Stock Market Limited has obtained operating licence from Securities Board of Nepal (SEBON) on 2080/09/18 (3 January
2024). The principal activity of Prabhu Stock Market Limited is to provide services of securities broker for transactions under
the act and rules governing securities. Transactions include activities related to securities of listed companies and shares,
debentures, stocks, bonds of different companies.

The Bank and the Subsidiaries are collectively referred to as “the Group”.

Associate:
The details of Associate of the Bank as on 32 Ashadh 2082.

Principal Activities Holding % of the Bank

Smart Choice SCT-Network is a Payment Service Operator (PSO) licensed byr the Nepal

. Rastra Bank. SCT provides diverse range of state-of-the-art payment platforms
Technologies Ltd. . K o . 21.58%
(SCT) to classed Bank and Financial Institutions, Cooperatives, Payment System

Operators (PSOs)and Payment Service Providers (PSPs).

As per the statutory auditor's recommendation, Smart Choice Technologies Limited has been reclassified as an associate of the
Bank from FY 2081/82. Previously categorized under Investment Securities and measured at Fair Value through OCI, it is now
accounted for using the Equity Method in the consolidated (group) financial statements.
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Smart Choice Technologies Ltd.(SCT), established in 2001, is a pioneer Payment Service Operator(PS0)licensed by Nepal Rastra
Bank. Widely known as SCT-Network, it introduced Nepal's first integrated shared switching payment network and proprietary
card scheme. SCT provides a wide range of digital payment solutions to banks, financial institutions, cooperatives, PSOs, and
PSPs, including SCT-UnionPay debit cards, ATM management, Smart QR network, omni-channel banking, and aggregated
payment gateway services. Through strategic alliances with global partners like UnionPay International, Pulse Network, and
FSS, SCT offers domestic and international debit/prepaid card issuance, ATM/POS interconnection, BFl interoperability, OR-
based payments, and end-to-end fintech solutions, driving Nepal's digital payment ecosystem.

Since, the Bank holds 21.568% of shares of SCT and CBO of the Bank Ms. Rashmi Pant is the Director of the company on reporting
date, it has been treated as Associate of the Bank.

Basis of Preparation

Statement of Compliance

The consolidated financial statements of the Group have been preparedinaccordance with Nepal Financial Reporting Standards
(NFRS) developed by the Accounting Standards Board (ASB), Nepal and pronounced for application by the Institute of Chartered
Accountants of Nepal (ICAN). These in compliance with the requirements of the Companies Act, 2063.

For all periods up to and including the year ended 17" July 2016, the Group prepared the financial statements in accordance with
the Nepal Accounting Standards which were effective prior to 17" July, 2016. These financial statements for the year ended 16
July 2025 are prepared in accordance with NFRS.

Reporting Period and Approval of Financial Statements

The Group follows the Nepalese financial year based on the Nepalese calendar. The corresponding dates for the English calendar
are as follows:

Relevant Financial Statement Nepalese Calendar English Calendar
Date / Period Date / Period
Comparative SOFP* Date 315t Ashadh 2081 15" July 2024
Comparative reporting period 1st Shrawan 2080 - 31st Ashadh 2081 17t July 2023 - 15t July 2024
NFRS SOFP* Date 32" Ashadh 2082 16" July 2025
NFRS reporting period 1t Shrawan 2081 - 32" Ashadh 2082 16t July 2024 - 16™ July 2025

* SOFP = Statement of financial position

The Board of Directors is responsible for the preparation and fair presentation of these financial statements in accordance with
Nepal Financial Reporting Standards. These financial statements have been authorised for issue by the Board of Directors oniits
400" meeting held on 06 Poush 2082 and have been recommended for approval by shareholders in the Annual General Meeting.

Functional and Presentation Currency

The Financial Statements of the Group are presented in Nepalese Rupees(Rs.), which is the currency of the primary economic
environment in which the Group operates. There was no change in the Group's presentation and functional currency during the
year under review. The amounts in the financial statements are rounded off to the nearest Rupees, except where otherwise
indicated as permitted by NAS 1-"Presentation of Financial Statements”.

Use of Estimates, Assumptions and Judgments

The Group, in order to comply with the financial reporting standards has made accounting judgements as having potentially
material impact on the financial statement. Those judgements and their impact on the financial statement have been described
herein. The management believes that the estimates used in the preparation of the financial statement are prudent and
reasonable. Actual results may differ from the estimates. Any revision to the accounting estimate is recognized prospectively
inthe current and future period.

2.4.1Going Concern

The Board of Directors has made an assessment of the Bank'’s ability to continue as a going concern and is satisfied that
it has the resources to continue in business for the foreseeable future. Furthermore, the Board of Directors is not aware
of any material uncertainties that may cast significant doubt upon Bank’s ability to continue as a going concern and they
do not intend either to liquidate or to cease operations of it. Therefore, the Bank has continued to prepare Financial
Statements on the going concern basis.
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2.4.2 Fair Value of Financial Instruments

Where the fair values of financial assets and financial liabilities recorded in the Statement of Financial Position can be
derived from active markets, they are derived from observable market data. However, if this is not available, judgment
is required to establish fair values. The valuation of financial instruments is described in more details in Note 3.4 under
“Fair Value of financial assets and liabilities”. As per NFRS 13, Fair valuation of assets and liabilities require significant
management judgments when observable market data are not available.

2.4.3 Defined Benefit Plans

The cost of the defined benefit obligations and the present value of their obligations are determined using actuarial
valuation. Staff gratuity and accumulated leave has been considered as the defined benefit obligation for actuarial
valuation. The actuarial valuation involves making assumptions about discount rates, future salary increments, mortality
rates and possible future pension increments, if any. Due to the long-term nature of these plans, such estimates are
subject to uncertainty. All assumptions are reviewed at each reporting date.

In determining the appropriate discount rate, management considers the interest rates of Nepal government bonds
with maturities corresponding to the expected duration of the defined benefit obligation. The mortality rate is based on
publicly available mortality tables. Future salary increment and pension increment are based on expected future salary
increment rates of the Bank.

Changes in Accounting Policies

The Group applies its accounting policies consistently from year to year except where deviations have been explicitly mandated
by the applicable accounting standards.

New standards issued but not yet effective

The Institute of Chartered Accountants of Nepal, (ICAN) has issued a new version of NFRS on 11" Ashadh 2077, (NFRS 2018) which
covers NFRS 17 Insurance Contract. However, the effective date of such new NFRSs is 15t Shrawan 2082 onwards and this NFRS
does not expected to have a significant impact on the financial information. Further, NFRS 14 Requlatory Deferral Accounts is
not yet effective.

New standards and interpretations not adopted

All Accounting standards along with carve outs, issued by the Institute of Chartered Accountants of Nepal (ICAN) has been
incorporated.

Availment of Carve-outs Notified by The Institute of Chartered Accountants of Nepal
2.8.1Carve-out: 1- NFRS-9: Financial Instruments (Impracticability to determine transaction cost of all previous
years which is the part of effective interest rate)

As per NFRS-9, an entity shall estimate cash flows considering all contractual terms of the financial instrument (for
example, prepayment, call and similar options) but shall not consider future credit losses while calculating the effective
interest rate. The calculation includes all fees and points paid or received between parties to the contract that are an
integral part of the effective interest rate.

This Carve-out states that the effective interest rate calculation shall include all fees and points paid or received, unlessiit is
immaterial or impracticable to determine reliably. The Bank has availed this Carve-out in the case of loans and advances for
Financial Year 2081/82 and has not considered all fees and points paid or received which are impracticable to measure reliably
while determining effective interest rate. As a result of this alternative treatment, the Bank has excluded the full amount of
upfront loan management fees or commission received on loans and advances in the calculation of effective interest rate for
the loan. The upfront fees and commission are recognized as income in the same period, the loan is approved.

Discounting

When the realization of assets and settlement of obligations is for more than one year, the Group considers the discounting of such
assets and liabilities where the impact is material. Various internal and external factors have been considered for determining
the discount rate to be applied to the cash flow of the Group. Discounting has been applied in case of measurement of prepaid
expenses of staff loan. Employee benefits have been determined by considering discount rate as the average yield on government
bonds issued during the period having maturity of five years or more, accordingly discount rate of 7% has been used.
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3. Significant Accounting Policies

The principal accounting policies applied by the Group in the preparation of these financial statements are presented below.
These policies have been consistently applied to all the years presented unless stated otherwise.

3.1 Basis of Measurement

The Financial Statements of Group have been prepared on the historical cost basis, except for the following material items in
the Statement of Financial Position:

Financial assets, held for trading are recorded in the statement of financial position at fair value and the changes in the
fair value have been routed through Statement of Profit or Loss.

Available for sale investments (quoted) are measured at fair value and the changes in the fair value have been routed
through Statement of Other Comprehensive Income.

Liabilities for defined benefit obligations and staff loans provided at subsidized interest rates as per Employee Bylaws of
the Group and are recognized at the present value of the defined benefit obligation less the fair value of the plan assets.
Financial assets, Investment in Government Bonds are recorded in Statement of Financial Position at amortized cost.

3.2 Basis of Consolidation

Business Combinations

For the purpose of business combination, acquisition method has been adopted as prescribed by the NFRS-3; “Business
Combination”. In the statement of financial position, the acquiree's identifiable assets, liabilities and contingent liabilities
are initially recognised at their fair values at the acquisition date. The results of acquired operations are included in
the consolidated statement of income from the date on which control is obtained. The cost of an acquisition has been
measured as the difference between the fair value of the assets obtained and the fair value of purchase consideration
paid. The excess of the purchase consideration paid over the fair value of the asset has been recognized as goodwill. The
excess of the fair value of the asset obtained and the purchase consideration paid has been recognized as gain on bargain
purchase and credited to Statement of Profit or Loss immediately. The Bank has held investment on Prabhu Capital
Limited from 31t May, 2017 and Prabhu Stock Market Ltd. from 12" June, 2019.

Non-Controlling Interest (NCI)

The Group presents non-controlling interests in its consolidated statement of financial position within equity, separately
from the equity of the owners of the parent. The Group attributes the profit or loss and each component of other
comprehensive income to the owners of the parent and to the non-controlling interests. The proportion allocated to the
Bank and non-controlling interests are determined on the basis of present ownership interests. The Group also attributes
total comprehensive income to the owners of the Bank and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

Non-controlling interests (NCI) are measured at non-controlling interest's proportionate share of the subsidiary’s net
assets at the date of acquisition. After the date of acquisition, the share of the income has been appropriately adjusted to
the NCI. Bank hold 56.79% of shares of subsidiary Prabhu Capital Limited. So, 43.21% share is the shares of non-controlling
interests. During the FY 2081/82 dividend amounting Rs. 38,205,263 has been distributed to the non-controlling interests.
Summary financial statements including statement of financial position, statement of profit or loss, Cash flow statements
and the auditor’s opinion of the subsidiaries have been published along with this financial statements of the Bank.

Subsidiaries

Subsidiaries are entities that are controlled by the Bank. The Bank is presumed to control an investee when it is exposed
or has rights to variable returns from its involvement with the investee and has the ability to affect those returns through
its power over the investee. At each reporting date the Bank reassesses whether it controls an investee if facts and
circumstances indicate that there are changes to one or more elements of control mentioned above.

The Bankrecognizes an entity in which it has a controlling power as its subsidiary, Control is defined as the ability to affect
the returns over the investee, has rights to variable returns fromits involvement in the entity. The Bank consolidates such
entities’ financial statements in the preparation of the financial statement from the date when it starts exercising power
over the entity and ceases the consolidation from the date the power over the investee ceases.
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iv.  Loss of Control

When the Bank loses control over a Subsidiary, it derecognizes the assets and liabilities of the former subsidiary from the
consolidated statement of financial position. The Bank recognizes any investment retained in the former subsidiary at its
fair value when control is lost and subsequently accounts for it and for any amounts owed by or to the former subsidiary
in accordance with relevant NFRSs. That fair value shall be regarded as the fair value on initial recognition of a financial
asset in accordance with relevant NFRS or, when appropriate, the cost on initial recognition of an investment in an
associate or joint venture. The Bank recognizes the gain or loss associated with the loss of control attributable to the
former controlling interest.

V. Special Purpose Entity (SPE)
Special purpose entity is a legal entity (usually a limited company of some type or, sometimes, a limited partnership)
created to fulfil narrow, specific or temporary objectives. SPE are typically used by companies to isolate the firm from
financial risk. There are no special purpose entities within the Group’s holding structure.

vi.  Transaction Elimination on Consolidation
The effect of all intra-group transactions and outstanding balances, including realized and unrealized income and
expenses are eliminated in the preparation of the Consolidated Financial Statements as per NFRS 10 “Consolidated
Financial Statement”.

Cash and Cash Equivalent

Cash and cash equivalent comprises total amount of cash-in-hand, balances with other Bank and financial institutions, money
at call and short notice, and highly liquid financial assets with original maturities of three months or less from the acquisition
date that are subject to an insignificant risk of changes in their fair value, and are used by the group in the management of its
short-term commitments.

Details of Cash and Cash Equivalent are presented under Note 4.1.

Financial Assets and Financial Liabilities

Financial assets refer to assets that arise from contractual agreements that result in future cash inflow or from owning equity
instruments of another entity. Since financial assets derive their value from a contractual claim. These are non-physical in form
and are usually regarded as being more liquid than other tangible assets. Common examples of financial assets are cash, cash
equivalent, Bank balances, placements, investments in debt and equity instruments, derivative assets and loans and advances.

Financial liabilities are obligations that arise from contractual agreements and that require settlement by way of delivering
cash or another financial asset. Settlement could also require exchanging other financial assets or financial liabilities under
potentially unfavourable conditions. Settlement may also be made by issuing own equity instruments. Common examples
of financial liabilities are due to banks, derivative liabilities, deposit accounts, money market borrowings and debt capital
instruments.

Date of Recognition of Financial Instruments

All financial assets and financial liabilities are initially recognized in the Statement of Financial Position on the trade Date i.e.,
when the Group becomes a party to the contractual provisions of the instrument. A regular way of purchase or sale of financial
assets is recognized on the trade date, which is the date on which the Group becomes a party to the contractual provisions of
the financial asset. Regular way trade means purchases or sales of financial assets that required delivery of assets within the
time frame generally established by regulation or convention in the market place.

Initial recognition and measurement of financial instruments

All financial assets and financial liabilities are initially measured at fair value plus or minus, in the case of a financial asset or
financial liability not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition orissue
of the financial asset or financial liability.

Financial Assets:

Classification of Financial Assets
Financial Assets are classified mainly under amortized cost, fair value through profit or loss and fair value through OCI.
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The basic concept for the categorization of these assets depends upon their characteristics of business model and contractual
cash flow model. Business model characteristics are whether the asset has been held to gain trading benefits or it has been
held to collect contractual cash flow. Similarly, contractual cash flow characteristics determine whether the cash flow from the
asset is solely the repayment of principal and interest or not. Principal represents the fair value of the instrument at the time of
initial recognition while interest represents the time value of money and credit risk associated with the compensation.

Debt instruments that meet the following conditions are measured subsequently at amortised cost:

. The financial assetis held withinabusiness model whose objective is to hold financial assetsin order to collect contractual
cash flow.

. 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.

= Debtinstrumentsthat meet the following conditions are measured subsequently at fair value through other comprehensive
income (FVTOCI):

= The financial asset is held within a business model whose objective is achieved by both collecting contractual cash flows
and selling the financial assets

. 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.

. All other financial assets are measured subsequently at fair value through profit or loss (FVTPL). Despite the foregoing,
the Group may make the following irrevocable election / designation at initial recognition of a financial asset:

. The Groupmayirrevocably electtopresent subsequent changesinfairvalue of anequityinvestmentinothercomprehensive
income if certain criteria are met (see (iii) below)

= The Group may irrevocably designate a debt investment that meets the amortised cost or FVTOCI criteria as measured at
FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

1. Financial Assets measured at Amortized Cost

Financial Assets are categorized under this category if the business model is to obtain the contractual cash flow from
the assets and the contractual cash flow is the solely repayment of principal and interest. Financial assets measured
at amortized cost are non-derivative financial assets with fixed or determinable payments and fixed maturities which
the Bank has the intention and ability to hold to maturity. After the initial measurement, financial assets at amortized
cost are subsequently measured at amortized cost using the effective interest rate, less impairment. The amortization is
included in‘Interest income’ in the Statement of Profit or Loss. The losses arising from impairment of such investments
are recognized in the Statement of Profit or Loss.

Loans and Advances from Customers
Loans and advances include non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market, other than

= Those that the Group intends to sellimmediately orin the near termand those that the Group, uponinitial recognition,
designates as fair value through Statement of Profit or Loss.

= Those that the Group, upon initial recognition, designates as financial assets at fair value through OCI.

= Those for which the Group may not recover substantially all of its initial investment through contractual cash flow,
other than because of credit deterioration.

Loansand Advances mainly represent loans and advances to customers and Banking and Financial Institutions. After initial
measurement, loans and advances are subsequently measured at amortized cost using a rate that closely approximates
effective interest rate, less allowance for impairment. 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
amortization is included in ‘Interest Income’ in the Statement of Profit or Loss. The losses arising from impairment are
recognized in‘lmpairment charge / reversal for loans and other losses’ in the Statement of Profit or Loss.

2.  Financial Assets designated at Fair Value Through Other Comprehensive Income (OCI)
Financial assets at fair value through OCl include equity and debt securities. Equity Investments classified as ‘Financial
assets at fair value through OCI" are those which are neither classified as ‘Held for Trading’ nor ‘Designated at fair value
through profit or loss. Debt securities in this category are intended to be held for an indefinite period of time and may be
sold in response to need for liquidity or in response to changes in the market conditions.

After initial measurement, financial assets at fair value through OCI are subsequently measured at fair value. Unrealized

3% / uy &% fafees



<> praBhu Bank

gains and losses are recognized directly in equity through ‘Other comprehensive income / expense’ in the ‘Fair value
reserve’. Where the Group holds more than one investment in the same security, they are deemed to be disposed of on
a first-in-first-out basis. Interest earned whilst holding financial assets at fair value through OCl is reported as ‘Interest
income’ using the effective interest rate. Dividend earned whilst holding financial assets at fair value through OCI are
recognized in the Statement of Profit or Loss as ‘other operating income’ when the dividend is realized. The losses arising
from impairment of such investments are recognized in the Statement of Profit or Loss under ‘Impairment charge for
loans and other losses’and removed from the ‘Fair value reserve'.

Financial assets at fair value through OCI that are monetary securities denominated in a foreign currency - translation
differences related to changes in the amortized cost of the security and other changes in the carrying amount are
recognized in other comprehensive income. In the normal course of business, the fair value of a financial instrument
on initial recognition is the transaction price (that is, the fair value of the consideration given or received) in certain
circumstances, however, the fair value will be based on other observable current market transactions in the same
instrument, without modification or repackaging, or on a valuation technique whose variables include only data from
observable markets, such as interest rate yield, option volatilities and currency rates. When such evidence exists,
the Group recognizes a trading gain or loss on inception of the financial instrument, being the difference between the
transaction price and fair value.

The Group has irrevocably elected at initial recognition to measure certain investments in equity instruments at Fair Value
through OCI. The election is made in respect of equity investments that are not held for trading. Only dividend income
arising on such investment is recognized in Statement of Profit or Loss. Details on financial investments measured at Fair
Value through OCl are presented in Note 4.8.2.

Financial Assets designated at Fair Value Through Profit or Loss

For financial assets that are designated at Fair Value through Profit or Loss, all related fair value changes (realized and
unrealized gains or losses) are recognized in the profit or loss except in the case of a financial asset held as part of a
hedging relationship. Fair Value through Profit or Loss classification is determined based on the investment motive where
the related asset is acquired principally for the purpose of selling or repurchasing in the near term or is held as part of a
portfolio that is managed together for short-term profit or position taking.

Financial Assets designated at fair value through profit or loss are recorded in the Statement of Financial Position at fair
value and changes in fair value are recorded in “Changes in Fair Value of Trading Assets” in the Statement of Profit or Loss.
The Group has designated some of the financial assets upon initial recognition as Financial Assets designated at fair value
through profit or loss, details of which are presented in Note 3.5.

Financial Liabilities:
Classification of Financial Liabilities

1.

Financial liabilities at fair value through profit or loss:

These include financial liabilities that the Group either has incurred for trading purposes or otherwise has elected to
classify into this category. Derivative liabilities are always treated as held for trading unless they are designated and
effective hedging instruments. The designation of hedging instruments is discussed later in this chapter.

Financial Liabilities at Amortized cost:

It is the default category for financial liabilities that do not meet the definition of financial liabilities at fair value through
profit or loss. All financial liabilities will fall into this category. Examples of financial liabilities that generally would be
classified in this category are account payables, note payables, issued debt instruments, and deposits from customers.

De-recognition
Financial Assets are derecognized when the rights to receive cash flow from the investments have expired or the Fund has
transferred substantially all risks and rewards of ownership.

Financial liabilities at fair value through profit or loss are derecognized when the obligation specified in the contract is
discharged or expired.

Realized gains and realized losses on de-recognition are determined using the weighted average method and are included in
the profit or loss in the period in which they arise as gain on sale of securities. The realized gain is the difference between an
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instrument’s weighted average cost and disposal amount.

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 in the principal or, in its absence, the most advantageous market to which the
Group has access at that date. The fair value of a liability reflects its non-performance risk. Fair value also represents the value
of acompany’s assets and liabilities when a subsidiary company’s financial statements are consolidated with a parent company.

Valuation hierarchy

For all financial instruments where fair values are determined by referring to externally quoted prices or observable pricing
inputs to models, independent price determination or validation is obtained. In an inactive market, direct observation of a
traded price may not be possible. Inthese circumstances, the Group uses alternative market information to validate the financial
instrument’s fair value, with greater weight given to information that is considered to be more relevant and reliable.

Level 1 Fair value measurements are derived based on the input of unadjusted quoted market prices in an active market, for
identical instruments. These could be stock exchanges or dealer price quotations (assets and long positions are measured at a
bid price, liabilities and short positions are measured at an asking price), without any deduction for transaction costs.

A market is considered as active if transactions for assets or liabilities take place with sufficient frequency and volume to
provide reliable pricing information on an arm’s length basis. The Group measures fair value of an instrument at active market
price without adjustment for factors such as transaction costs.

Level 2 Fair value measurements are derived based on observable inputs, which are either observed directly such as in terms of
prices or observed indirectly such as in terms of factors that are derived from prices. Such observable inputs include:

. quoted prices for similar instruments in active markets;
. quoted prices for identical or similar instruments in inactive markets;
. financial instruments are valued using models where all significant inputs are observable.

If a market for a financial instrument is not active, then the Group establishes fair value using a valuation technique. Valuation
techniquesinclude 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 and option pricing models.

The chosen valuation technique makes maximum use of market inputs, relies as little as possible on estimates specific to the
Group, incorporates all factors that market participants would consider in setting a price, and is consistent with accepted
economic methodologies for pricing financial instruments.

Inputs to valuation techniques reasonably represent market expectations and measures of the risk-return factors inherent in
the financial instrument. The Group calibrates valuation techniques and tests them for validity using prices from observable
current market transactions in the same instrument or based on other available observable market data.

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, unless the fair value of that instrument is evidenced by comparison with other observable
current market transactions in the same instrument, i.e. without modification or repackaging, or based on a valuation technique
whose variables include only data from observable markets.

When transaction price provides the best evidence of fair value at initial recognition, the financial instrument is initially
measured at the transaction price and any difference between this price and the value subsequently obtained from a valuation
model is subsequently recognized in profit or loss on an appropriate basis over the life of the instrument but not later than when
the valuation is supported wholly by observable market data or the transaction is closed out.

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. In case of unquoted investment on promoter shares of companies which are not actively
traded on market, fair value is considered at par value on number of shares including the bonus shares till the reporting date.

Impairment of Financial Assets

During the year FY 2081/82, The Institute of Chartered Accountants of Nepal (ICAN) and Accounting Standards Board of Nepal
(ASB Nepal) has pronounced that full version of NFRS 9 containing Expected Credit Loss (ECL)to be effective from Shrawan 1st,
2081and financial statements of Ashad end 2082 (including quarterly financials thereon)incorporates ECL reporting. In relation
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to the same, “NFRS 9 - Expected Credit Loss Related Guidelines, 2024 was pronounced by the Bank and Financial Institution
regulation department of Nepal Rastra Bank on Jestha 1st 2081, providing detailed guidelines for the consistent and prudent
application of NFRS 9.

Initially, the updated standard of NFRS 9: Financial Instruments(in line with NFRSs 2018) was pronounced by Institute of Chartered
Accountants of Nepal (ICAN) to be effective from 16th July 2021. However, due to various reasons including challenges posed
by emergence of COVID, limited time availability and lack of technical expertise, full implementation of NFRS 9 was deferred
till FY 2080/81, for banks and financial institutions. Hence, the provisions of NFRS 9 that include expected credit loss, are fully
effective in the Bank from FY 2081/82.

The Bank recognizes a loss allowance for expected credit losses on a financial asset that are measured at Amortized Cost (AC),
Fair Value Through Other Comprehensive Income (FVTOCI), a lease receivable, a contract asset or a loan commitment and a
financial guarantee contract to which the impairment requirements apply.

The ECL approach results in the early recognition of credit losses because it includes, not only losses that have already been
incurred, but also expected future credit losses - it is a forward-looking model.

Any financial instrument classified and measured at FVTPL is not covered under impairment requirements of NFRS 9. The
methods for the calculation of Expected Credit Loss are classified into 3 broad approaches:

1. General Approach
These approaches are applicable to financial assets measured at amortized cost, financial assets measured at FVOCI with
recycling, Loan commitments (not at FVTPL), Financial guarantee contracts (not at FVTPL).

Lifetime ECL isrecognized for all financial assets where the credit risk has increased significantly since initial recognition.

At the reporting date, if the credit risk has not increased significantly since initial recognition, the Bank measures the loss
allowance for those financial assets at an amount equal to 12- month ECL.

For loan commitments and financial guarantee contracts, the date that the entity becomes party to the irrevocable
commitments is considered to be the date of initial recognition for the purpose of applying the impairment requirements.
The Bank recognizes in profit or loss, as an impairment gain or loss, the amount of expected credit losses(or reversal) that
isrequired to adjust the loss allowance at the reporting date to the amount that is required to be recognized in accordance
with NFRS 8.

Under the general approach, NFRS 9 recognizes a three-stage approach to measure expected credit losses and recognize
interest income.

Stage 1:

The financial instruments that have not had a significant increase in credit risk since initial recognition are classified in Stage 1.
The Financial instruments at stage 1require, 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 is calculated on the gross
carrying amount of the financial asset before adjusting for ECL.

This stage includes the following:

i. Initially recognized financial instruments (other than those purchased or originated credit impaired financial assets)
ii.  Financial instruments having no significant increase in credit risk since initial recognition.

iii.  Financial assets for which contractual payments are not overdue or are overdue for up to 1month.

iv.  Financial instruments having low credit risk at the reporting date.

For this purpose, instruments with low credit risk include:

= All exposures on Nepal Government/Province/Local Level or Nepal Rastra Bank

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

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

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

= Debenture/bonds having rating of AA or above at reporting date from external credit rating agency.
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The Bank determines at each reporting date whether the financial instruments meet the requirement of low credit risk. If
the instrument does not meet the requirement of low credit risk, the Bank determines whether the risk of default on the
financial instrument has been increased significantly or not after initial recognition. If the risk has been increased, the
instruments are classified under stage 2 and accordingly lifetime ECL is recognized.

Stage 2:

The financial instruments having significant increase in credit risk since initial recognition are classified in Stage 2. A provision
is required for the lifetime ECL representing losses over the life of the financial instrument (lifetime ECL). Interest income is
continued to be recognized on a gross basis.

This stage includes the following:

Financial instruments having significant increase in credit risk since initial recognition.
Financial instruments having contractual payments overdue for more than 1 month but not exceeding 3 months.
Loans classified as ‘Watchlist’ as per NRB directive on prudential provisioning.

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

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

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

Stage 3:

The credit impaired or defaulted financial instruments are classified or moved to Stage 3. A provision is required for the lifetime
ECL representing the losses over the life of the instrument (lifetime ECL) with the probability of default (PD) a 100%. Interest
income is calculated on an actual receipt basis.

This stage includes the following:

Financial instruments having contractual payments overdue for more than 3 months
The Bank considers that the borrower is unlikely to pay its credit obligations to the Bank in full, without realizing securities
(if held).

The indicators of unlikeness to pay include:

. The Bank puts credit obligation on non-accrued status.

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

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

= The Bank sells a part of the credit obligation at a material credit-related economic loss.

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

= There is evidence that full repayment based on contractual terms is unlikely without the Bank's realization of
collateral regardless of whether the exposure is current or past due by a few days.

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

Credit impaired financial instruments with objective evidence of impairment.

Particulars Stage 1 Stage 2 Stage 3

12 month expected credit

Nature loss Life time expected credit loss Life time expected credit loss

Risk No significant risk since Significant credit risk since  Credit impaired (With objective
initial recognition initial recognition evidence of impairment)

Nature Performing Performing Non-performing

Interest Revenue Effective interest ongross  Effective interest on gross Interest on Actual Receipt Basis

carrying amount carrying amount
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Definition of Credit Impaired Financial Instruments:
Afinancial 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 includes observable
data about the following events:

Significant financial difficulty of the issuer or the borrower.

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

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

It is becoming probable that the borrower will enter bankruptcy or other financial reorganization.

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

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

Credit impaired financial instruments also include credit impaired defined by the Bank as per their risk management practices.

Indicators of significant increase in credit risk (SICR):

Assessment of significant increase in credit risk since initial recognition is required for determining whether the lifetime or
the 12-month expected credit loss is to be recognized. NRB's guidelines regarding Expected credit Loss has given the following
conditions which are deemed as indicators of a significant increase in credit risk.

vi.
vii.

viii.

Xi.

Xii.

xiii.

More than 1 month past due

Absolute lifetime PD is 5% or more

Relative lifetime PD is increased by 100% or more

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

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

Deterioration of relevant determinants of credit risk (e.g. future cash flows) for an individual obligor (or pool of obligors)
Expectation of forbearance or restructuring due to financial difficulties

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

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

Modification of terms resulting in restructuring/rescheduling

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

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

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

Simplified approach applicable to certain trade receivables, contract assets and lease receivables.
Under simplified approach, the entity measures loss allowance at an amount equal to the Lifetime ECL

= Mandatorily for the trade receivables or contract assets which do not contain the significant financing component.
= Has been applied optionally for the trade receivables, lease receivables and other contract asset which contain a
significant financing component.

Specific approach for purchased or originated Credit-impaired Financial Asset.
These approaches are applicable to loan and advances swapped, purchased or exchanged by the Banks and have high
credit risk.

The Bank is required to include the initial expected credit losses in the estimated cash flows when calculating the credit-
adjusted effective interest rate for financial assets that are purchased or originated credit-impaired at initial recognition.
Hence, only the cumulative change in lifetime expected credit losses since initial recognition is recognized as a loss
allowance for purchased or originated credit-impaired financial assets.

Portfolio segmentation:

Guidelines under NFRS 9 on the collective assessment of ECL,
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= As per NFRS 9, depending on the nature of the financial instruments and the credit risk information available for
particular groups of financial instruments, the Bank may not be able to identify significant changes in credit risk for
individual financial instruments before the financial instrument becomes past due.

. For the purpose of determining significant increases in credit risk and recognizing a loss allowance on a collective
basis, the Bank groups financial instruments based on shared credit risk characteristics with the objective of
facilitating an analysis that is designed to enable significant increases in credit risk to be identified on a timely basis.

The following factors are considered for Portfolio Segmentation while calculating ECL:

= The individual or collective assessment approach is used depending on the ability to incorporate forward-looking
information into the ECL estimate.

= Collective assessment is generally used for a large group of similar lending exposures, while individual assessments
is considered for significant exposures or specific credit concerns.-as mentioned in policy

Ll Grouping exposures having similar risks helps estimate the impact of future factors like economic changes on ECL,
when individual assessments cannot consider forward looking information. If the forward-looking information has
already been considered in individual assessments, additional assessment on a collective basis is avoided, if it
results in double-counting.

= Grouping exposures in such a way that an increase in the credit risk of particular exposures is masked by the
performance of the group as a whole is avoided.

Curing Period and Transfer Criteria Between Stages:

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

Transfer from Stage 2 to Stage 1:
Where there is evidence of a significant reduction in credit risk, the Bank upgrades such exposure from Stage 2 to Stage 1.

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

For Restructured/Rescheduled Exposures:
The Bank monitors restructured/ rescheduled exposures classified under Stage 3 for a minimum probationary period of 24
months before up-gradation.

Provisioning for other financial assets at amortized cost

Inaddition to the ECL for loans and investments as prescribed above, the Bank also holds other financial assets such as balances
with bank, working advances and other financial assets. The Bank recognizes ECL on such assets based on the historical loss
experience measures (e.g. write off rates / provisioning rates) adjusted for expected losses in the future keeping in mind the
nature of industry (e.g. regulated industry like banking) and credit ratings of such counterparties.

ECL Calculation:

The Bank measures ECL in a way that reflects an unbiased and probability-weighted amount determined by evaluating a range
of possible outcomes and the reasonable and supportable information available without undue cost or effort at the reporting
date, about past events, current conditions and forecast of future economic conditions. While estimating the ECLs, the Bank
considers three probability-weighted scenarios (a base case, a best case and a worse case).

The calculation of ECL consists of three key components and a discount factor:
] Probability of Default (PD)
] Loss Given Default (LGD)
] Exposure at Default (EAD)
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ECL=PD X LGD X EAD X Discount Factor

Probability of Default (PD):
PD is an estimate of the likelihood of a default over a given time horizon. NFRS 9 requires separate PD for 12-month
duration and lifetime duration depending on the stage allocation of the borrower.

For assets which are in Stage 1, a 12-month PD is required. For Stage 2 and Stage 3 assets, a lifetime PD is required, for
which a PD term structure needs to be built.

PD describes the probability of a loan to eventually falling in default (>3 months past due) category. To calculate the PD,
loans are classified in three stages based on the risk profile of the individual loans. PD percentage is calculated for each loan
account separately and is determined by using available historical observations. PD for stage 1: is derived as percentage of all
loans in stage 1moving into stage 3 in 12 months’ time. PD for stage 2: is derived as percentage of all loans in stage 2 moving
into stage 3 in the maximum lifetime of the loans under observation. PD for stage 3: is derived as 100% considering that the
default occurs as soon as the loan becomes overdue for 3 months which matches the definition of stage 3.

As per NRB Guidelines, PD is an estimate of the likelihood of a default over a given time horizon. With regards to PD
estimation, the following measures are considered by the Bank.

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

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

iii. Used at least five years historical data, where available, for calculating PDs and validating any smoothing of data or
inputs by the Credit Administration Department.

Irrespective of results derived by the model of the Bank, a prudential floor of 2.5% as prescribed by the NRB is used.

Loss Given Default (LGD):
LGD isthe percentage of exposure that is not expected to be recovered in the event of a default. The LGD is usually defined
as the amount of credit that is lost by a financial institution when an obligor defaults.

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 the latest reliable internal/external valuations. The Bank deploys its
internal team or forms a committee to review the value of collateral as required.

Exposure at Default (EAD):
Exposure at Default (EAD) refers to the expected exposure to a borrower at the event of default.

This is dynamic in nature and keeps changing when the borrower repays his debt or obligation or takes additional debt.

For defaulted accounts or stage 3 accounts, EAD is simply the amount outstanding at the point of default. However,
for stage 1and stage 2 accounts, the following elements are considered for computation of EAD under NFRS 9 at the
instrument or facility level:

= Time horizon over which EAD needs to be estimated.

= Projected cash flows till the estimated default point.

= Residual maturity.

= Deterministic or non-deterministic nature of the payment terms.

The methodology of EAD varies according to the nature of the product. The products are separated into three main
categories.

Funded Loans:

In the case of the funded loans made available at the predetermined moment or where the total amount is loaned at the
initial recognition, the exposure at default is the total amount outstanding at that time plus any interest up to the time of
default, except for stage 3 where the EAD equals the total amount outstanding.

Working capital facilities:

In case of those loan products of short-term nature like working capital, overdraft or credit cards, the exposure at default
is calculated as the higher of limit or the sum of total outstanding and interest, except for stage 3 loans where the EAD
equals the higher of limit or total amount outstanding.
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. Potential Exposures (Off- balance sheet exposures):

For potential exposures like: - Letter of Credit and Guarantees, the EAD is calculated as the product of potential exposures
and CCF. CCF for such exposures ranges from 0% to 100%.

If data is not available for off balance sheet exposures, the Bank uses CCF for the calculation of EAD for off balance sheet
exposures as prescribed in “NFRS 9- Expected Credit Loss Related Guidelines, 2024".

Consideration of Reasonable and Supportable Information:

The Bank uses experienced credit judgment in determining whether the information used for the assessment of credit risk and
measurement of ECL is, reasonable and supportable. The information considered includes the information about past events,
present conditions and forecasts of future economic conditions.

Consideration of Forward-looking Information:
The Bank incorporates forward-looking information into both its assessments as to whether the credit risk of an instrument has

increased significantly since its initial recognition and its measurement of ECL.

Drivers of Credit Risk

Parameters Sources

Real GDP (% change p.a.) National Statistics Office (NSO)
Inflation rate (% of change p.a.) Nepal Rastra Bank
Unemployment (%) IMF / World Bank

Interest Rate (% of change p.a.) Nepal Rastra Bank

NEPSE Index NEPSE

Consideration of Time Value of Money:

The lifetime Expected Credit Loss (LTECL) is discounted to the reporting date using the coupon interest rate determined at
initial recognition or approximation thereof, that will be applied when recognizing the financial assets resulting from the loan
commitment.

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, Real Estate, Receivables, Inventories, Vehicles and Machineries, Plants 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 the latest reliable internal/external valuations.

The following table provides the quantitative information about the Net Realizable Value (NRV) of the collateral held by the Bank
for the financial assets that have been credit impaired (Stage 3) as at the reporting date:

Type of Collateral Total Exposure Amount of Stage 3 Exposures NRV of Collateral Pledged
Land & Buildings 24,384,208,215 46,995,672,720
Vehicles 815,971,258 1,063,716,150
Current Assets 12,224,555,788 18,609,695,223
Gold & Silver - -
Other Fixed Assets 5,5639,084,109 5,081,984,722
Shares 12,619,428 30,832,405
Deposits - -
Insurance 18,625,556 16,291,862
Multiple Assets Class 1,571,119,5634 3,138,839,728

No Impairment due to use of Collateral:
The Bank has not recognized a loss allowance for certain financial instruments due to adequate collateral coverage. Details of
these instruments are provided below.
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The net realizable value of the collateral has been assessed as the fair value, adjusted for the applicable haircut and realization
costs, in accordance with the guidelines prescribed by Nepal Rastra Bank (NRB) for various types of collateral.

The financial assets (loans and advances) covered under this assessment are outlined below:

Product Category Total Loan Exposures NRV of Collateral Pledged (Rs.)
Business Term Loan 2,258 82,1569,276,572
Business Overdraft Loan 3,017 86,018,314,197
Business Other Working Capital Loan 2,062 69,861,792,598
Trust Receipt/Import Loan 325 6,954,215,391
Personal Home Loan Up-to 1.5 Rs. Million 4,698 49,582,419,546
Real Estate Loan 501 32,288,812,516
Margin Lending/Share Loan 380 7,328,825,614
Personal Term Loan 6,294 35,166,534,023
Personal Overdraft Loan 448 4,647,153,467
Commercial Hire Purchase Loan 1,81 4,502,180,212
Personal Hire Purchase Loan 646 1,5603,293,469
Deprived Sector Lending 8,517 14,657,038,513
Educational Loan 1,230 8,822,640,076
Gold/Silver Loan 7 3,474,414
Loan Against Collateral of Fixed Deposit Certificate 603 1,084,002,225
Other Loan 1,657 88,383,431,184

Impact on Equity and Regulatory Capital on Adoption of NFRS 9

The Bank has adopted the Expected Credit Loss (ECL) model for recognizing impairment on financial assets starting from the
current fiscal year. In accordance with NFRS 9 and the directives issued by Nepal Rastra Bank (NRB), prior period figures have
not been restated.

For the reporting period, the ECL allowance calculated under NFRS 9 was lower than the loss provision amount required by NRB.
Consequently, the Bank has recognized the higher loss provision as per NRB guidelines. As aresult, there has been noimpact on
Equity and on the Requlatory Capital for the period.

Presentation of allowance for Expected Credit Loss in the statement of Financial Position:
Loss allowance as per the ECL are presented in the statement of financial position as follows:

= Financial assets measured at amortized cost: as a deduction from the gross carrying amount of the assets.

= For advances measured at cost: as a deduction from the gross carrying amount of the advances.

= Loan commitments and financial guarantee contracts: as a provision in other liabilities

. Where a financial instrument includes both a drawn and an undrawn component, and the Bank cannot identify the ECL on
the loan commitment component separately from those on the drawn component and instead presents a combined loss
allowance for both components. The combined amount is presented as a deduction from the gross carrying amount of
the drawn component. Any excess of the loss allowance over the gross amount of the drawn component is presented as
a provision; and

= Debt instruments measured at FVOCI: No loss allowance is recognized in the statement of financial position because the
carrying amount of these assets is their fair value.

Scenario probability weighting (Bank)

Scenario As on Ashad end 2082

Best Case 20%
Base (Normal) Case 30%
Worst Case 50%

The Bank has not changed probability weighting for the scenario throughout the year.

A. Offsetting of Financial Assets and Financial Liabilities

¥ Y aiftfer ufaaeT / ¥3



<> praBhu Bank

Financial assets and financial liabilities are offset, and the net amount is reported in the balance sheet when there is a
legally enforceable right to offset the recognized amounts and there is an intention to settle on a net basis or realize the
asset and settle the liability simultaneously (the offset criteria).

B.  Revenue Recognition:

Interest Income
Pursuant to adoption of ECL model, recognition of interest income has been based upon NRB, Guidance Note on Interest
Income Recognition, 2025.

For Stage 1and Stage 2 Loans and Advances: Interest on gross recognition following the accrual basis

For Stage 3 Loans and Advances: Interest on actual cash receipt basis.

NFRS Requirement

NFRS requires interest income to be recognized using the effective interest method, except for those classified at fair
value through profit or loss. The effective interest method is a method of calculating the amortized cost of a financial
asset and of allocating the interest income over the expected life of the financial instrument. The effective interest rate
is the rate that exactly discounts the estimated future cash payments or receipts over the expected life of the financial
instrument or, when appropriate, a shorter period, to the net carrying amount of the financial asset or financial liability.
The effective interest rate is calculated on initial recognition of the financial asset or liability by estimating the future cash
flow after considering all the contractual terms of the instrument but not future credit losses. The calculation includes all
amounts expected to be paid or received by the Bank including expected early redemption fees and related penalties and
premiums and discounts that are an integral part of the overall return. Once financial assets or a group of similar financial
assets has been written down as a result of an impairment loss, interest income is recognized using the rate of interest
used to discount the future cash flows for the purpose of measuring the impairment loss.

Impairment Charge of the Bank for the FY 2081/82
The Bank for the current financial year has assessed impairment under para 5.5 of the NFRS 9 impairment model and the
NRB Directive.

The Bank, following regulatory backstop as mentioned Clause 16 of “NFRS 9- Expected Credit Loss Related Guidelines, 2024"

has recognize 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. The Following table below depicts the calculation of impairment
allowance as per NFRS 9 and NRB Directives:

Amount in Rs.

2081/82

As per NFRS9(ECL) As per NRB Directive No. 2

On Balance Sheet Items: 11,939,093,266 15,158,063,354

Cash and Cash Equivalent - -

Financial Statement Items

Due from Nepal Rastra Bank - -

Placement with Bank and Financial Institutions - -

Derivative financial instruments - -

Other trading assets - -
Loan and advances to B/Fls 348,864,067 230,062,688
Loans and advances to customers 11,590,229,199 19,842,373,451
Investment securities - -

Current tax assets - -

O 0N | |0~ NN

o

Investment in subsidiaries - -

—_
=

Investment in associates - -

N

Other assets: - _

a) Lease Receivable - -
b) Contract Asset - -
c)Others - -
Off-Balance Sheet Items: 596,737,716 -
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AmountinRs.

2081/82
Financial Statement Items D
As per NFRS9(ECL) As per NRB Directive No. 2
13 Loan Commitments - -
14 Financial guarantee contracts 596,737,716 -
15 Others - -
Total 12,535,830,982 20,072,436,139

Impairment Charge as per Expected Credit Loss (ECL) method

Particulars As on
Ashad end 2082
Loans and advances to customers (A) 32 NA3BE.
Other financial assets(B) -
Off-balance credit exposures(C) 596,737,716
Total impairment charges (D = A+B+C) 12,535,830,982
Investments in subsidiaries (E) -
Direct write-offs (F) -
Total charge to Impairment Charge to Income Statements 12,535,830,982
Particulars As on Ashad end 2082
Stage 1 Stage 2 Stage 3 Total
Loans and advances to customers (A) 479,180,569 804,407,248 10,655,505,449  11,939,093,266
Other Financial Assets (B) - - - ST
Cash and cash equivalent - - - -
Due from Nepal Rastra Bank - - - -
Placement with Bank and Financial
Institutions ) ) ) )
Derivative Financial Instruments - - - -
Other Trading Assets - - - -
Other assets - - - -
Off-balance credit exposures (C) 9,051,560 2,400,231 585,285,925 596,737,716
Total impairment charges (D = A+B+C) 488,232,128 806,807,480 11,240,791,373  12,535,830,982

Impairment charge / (reversal) and write off

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows discounted at the financial asset's original effective interest rate (i.e., the effective interest
rate computed at initial recognition). The amount of the loss is recognized in profit or loss. The carrying amount of the
asset is reduced through the use of an impairment allowance account.

Subsequent reversal of impairment loss, due to factors such as an improvement in the debtor’s credit rating, is recognized
in profit or loss. The reversal shall not result in a carrying amount of the financial asset that exceeds what the amortized
cost would have been had the impairment not been recognized at the date the impairment is reversed.

Financial assets (and the related impairment allowance accounts) are written off either partially or in full, when there
is no realistic prospect of recovery. Where financial assets are secured, this is after receipt of any proceeds from the
realization of security.

Comparison of impairment as per NFRS and NRB:

Rs.in’000
Particulars Current Year Previous Year
LLP as per NRB 20,072,436 17,669,568
Impairment as per NFRS 12,535,831 7,152,664
Details of LLP as per NRB are as follows:

Rs.in’000
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Particulars Loan Amount LLP Amount
Pass loan 178,057,854 1,899,947
Watchlist loan 39,466,121 4,617,128
Restructured/rescheduled performing 6,737,108 532,232
Restructured/rescheduled non-performing 1,043,040 646,287
Substandard loan 1,830,911 587,761
Doubtful loan 4,657,519 2,406,077
Loss loan 9,383,003 9,383,003
Total 241,175,557 20,072,436

Impairment on credit exposure have been measured at higher of amount derived as per NFRS-9 Expected Credit Loss
Related Guideline, 2024 issued by NRB and as per NRB Directive number 2 where impairment charges as calculated as per
NRB directive number 2 is higher than the impairment charges as calculated under NFRS 9.

Trading Assets

Trading Assets are those assets which are held for the purpose of selling or repurchasing in the near term or if on initial
recognition is part of a portfolio of identifiable investments that are managed together and for which there is evidence of a
recent actual pattern of short-term profit taking. It includes non-derivative financial assets.

Following is the details of Trading Assets held by Bank on 32 Ashadh, 2082. Trading Assets are presented at Fair Value through
Profit and Loss in the Financial Statements. Any change in Fair Value is adjusted through profit or loss statement.

Amountin Rs.

S.N Company No. of Shares Cost Price Fair Value
1 Salt Trading Corporation 20,009 117,851,288 105,847,610
2 Rastriya Beema Company Limited n 3,369,376 2,595,300
3 Upper Tamakoshi Hydropower Limited 90522 40,636,145 17,974,048
4 Rasuwagadhi Hydropower Company Limited 51,465 27,166,279 17,310,253
5 IGl prudential Insurance Limited 15,714 13,896,410 8,752,541
6 Nepal Life Insurance Company 3,285 5,734,343 2,539,206
7 Sagarmatha Lumbini Insurance Co. Ltd. 2,245 2,038,054 1,630,072
8 Himalayan Life Insurance Company Limited 20,596 12,579,467 8,384,838
9 Nepal Doorsanchar Company Limited 4,800 5,774,654 4,210,896
10 Neco Insurance Limited 7,323 6,548,905 5,201,966
1 National Life Insurance Co. Ltd. 8,915 6,032,249 5,569,216
12 Siddhartha Premier insurance Limited 17,646 16,336,012 14,828,816
13 Life Insurance Company Nepal Limited 3,412 3,255,159 3,034,053

Total of Trading Equity 246,143 261,218,342 197,868,815

Derivative Assets and Derivative Liabilities

Derivative assets and liabilities (herein referred to as instrument) is a contract whose value changes to the change in agreed-
upon underlying financial asset/liability which requires no initial net investment and is settled at 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.

Details of Derivative assets and liabilities are presented under Note 4.4 and 4.19 respectively.
Property & Equipment

Property 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.
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Recognition and Measurement

As per NAS 16 - “Property, Plant and Equipment”, the cost of item of property, plant and equipment is 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
measured. An item of property 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 and equipment. The cost of self-constructed assets includes the cost of materials and direct
labour, 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.

If significant parts of an item of property or equipment have different useful lives, then they are accounted for as separate items
(major components) of property and equipment as mentioned in NAS 16. 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
recognised within other income in Statement of Profit or Loss.

Cost Model

The Group applies the cost model to all property and equipment and records these at cost of purchase together with any
incidental expenses thereon, less accumulated depreciation and any accumulated impairment losses. 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 Group does not apply revaluation model for any class of property and equipment. On revaluation model, on revaluation
of an asset, any increase in the carrying amount is recognized in ‘Other comprehensive income’ and accumulated in equity,
under capital reserve or used to reverse a previous revaluation decrease relating to the same asset, which was charged to the
Statement of Profit or Loss. In this circumstance, the increase is recognized as income to the extent of previous write down.
Any decrease in the carrying amount is recognized as an expense in the Statement of Profit or Loss or debited to the Other
Comprehensive income to the extent of any credit balance existing in the capital reserve in respect of that asset.

The decrease recognized in other comprehensive income reduces the amount accumulated in equity under capital reserves.
Any balance remaining in the revaluation reserve in respect of an asset is transferred directly to retained earnings on retirement
or disposal of the asset.

Subsequent Costs

Subsequent expenditure is capitalized only when it is probable that the future economic benefits of the expenditure will flow to
the Entity. On-going repairs and maintenance are expensed as incurred. Assets with a value of less than Rs. 10,000 are charged
off to revenue in the year of purchase irrespective of their useful life.

Straight Line Method (SLM) of depreciation is used to calculate and book the depreciation in the books of accounts. The
estimates and associated assumptions for life of assets are based on historical experience and various other factors that are
believed to be reasonable under the circumstances. Fixed Assets are depreciated applying the following life of the assets:

Class Useful Life

(Years)

Building 70
Computer Hardware 7
Furniture And Fixture 10
Machinery Equipment 15
Metal Furniture 10
Office Equipment 7
Other Fixed Assets 10
Vehicle 7
Wooden Furniture 10

In case of newly acquired fixed assets full month depreciation will be charged for the months on which assets is put touse and in
case of disposal depreciation till previous months shall be considered. For income tax purpose depreciation shall be separately
calculated as per method and rates prescribed in Income Tax Act.
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Leasehold Improvement is depreciated on a straight-line basis using the rates determined with reference to the lease period or
10% whichever is higher. Detailed disclosures regarding Right of Use Assets have been disclosed in Note 3.16.

Changes in Estimates
The asset’s residual values, useful life and methods of depreciation are reviewed, and adjusted if appropriate, at each financial
year end.

Capital Work in Progress

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

Borrowing Costs

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

De-recognition

The carrying amount of an item of property, plant and equipment is derecognised on disposal or when no future economic
benefits are expected from its use or disposal. The gain or loss arising from de-recognition of an item of property, plant and
equipment isincluded in Statement of Profit or Loss when the item is derecognised.

Goodwill and Intangible Assets

Goodwill

“Goodwill” denotes the value of certain non-monetary, non-physical resources of the business that are not identifiable. Goodwill
ismore of amiscellaneous category forintangible assets that are harder to parse out individually or measured directly. Customer
loyalty, brand equity, name/brand recognition and company reputation all of the things that make a company worth more than
its book value, or quantifiable assets count as goodwill. Goodwill has a useful life which is indefinite, unlike most of the other
intangible assets. Goodwill only shows up on a balance sheet when two companies complete a merger or acquisition. When a
company buys another firm, anything it pays above and beyond the net value of the target's identifiable assets becomes goodwill
on the balance sheet. Goodwill is a premium paid over the fair value of assets during the purchase of a company. Hence, it is
tagged to a company or business and cannot be sold or purchased independently.

|n

Intangible Assets

Intangible assets are identifiable non-monetary asset without physical substance, which are held for and used in the provision
of services, for rental to others or for administrative purposes. An intangible asset appearing in the Group's books is computer
software. The Group applies NAS 38 - “Intangible Assets” in accounting for its intangible assets. Software has been categorized
underIntangible Assets. Software acquired by the Group ismeasured at cost lessaccumulated amortizationand any accumulated
impairment losses.

The Group recognizes an intangible asset when:

= the cost of the asset can be measured reliably;
= there is control over the asset as a result of past events (for example, purchase or self-creation); and
= Future economic benefits (inflow of cash or other assets) are expected from the asset.

Subsequent expenditure on software assets is capitalized only when it increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure is expensed as and when incurred.

Intangible assets, except for goodwill, are amortized on a straight-line basis in Statement of Profit or Loss over its estimated
useful life, from the date on which it is available for use. The estimated useful life of software for the current and comparative
periods is five years. Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted
if appropriate.
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Asset Category Current Year Previous Year
Computer Software Lower of 5 years or License period Lower of 5 years or License period

De-recognition of Intangible Assets

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

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

Investment Property

Investment property is property (land or a building or part of a building or both) held (by the owner or by the lessee under a
finance lease) to earn rentals or for capital appreciation or both but not for sale in the ordinary course of business.

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 & Discontinued Operations”. The Group has recognized as investment property such land or land and building
acquired by the Bank as non-banking assets in course of recovery of loans and advances to borrowers that have turned into
chronic defaulters.

Measurement
As per the Directive of NRB, this heading shall include land, land and building acquired as non-banking asset but not sold.

Non-banking assets (land or a building or part of a building or both) are initially recognized at cost. Subsequent to initial
recognition, the Group has chosen to apply the cost model allowed by NAS 40 - “Investment Property”. Accordingly, after
recognition as an asset, the property is carried at its cost, less impairment losses if any.

Details of Investment Properties have been depicted under Note 4.12.

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.

Income Tax

As per NAS-12; Income Taxes, 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.

Current Tax
The Group has determined provision for current income tax in accordance with the provisions of the prevailing Income Tax
Act, 2058 and Income Tax Rules, 2059 including amendments thereon, using a corporate tax rate of 30%. Current tax payable
(or recoverable) is based on the taxable profit for the year. 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.

Net of Current tax assets and current tax liabilities have been shown on Statement of Financial Position. Explanatory information
on Income Tax Expenses calculation is stated in Note 4.41.
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Explanatory Notes

Rs.in’000
Particulars Current Year Previous Year
Current tax assets 275,618 -
Current tax liabilities - 60,163
Net tax assets/(liability) 275,618 60,163

Tax Settlement Status
The Bank has filed tax returns with the Inland Revenue Office for the financial years up to FY 2080/81(2023/24) under self-
assessment procedures. Inland Revenue office has completed assessment/reassessment of Bank's tax liability up to Financial
Year 2078/79(2021/22).

The total disputed amount from FY 2064/65 to FY 2077/78 including all acquired and merged institutions of Rs. 500,541,367 has
been disclosed as contingent liability on income tax under Note 4.28.

Deferred Tax

Deferred tax is recognized at the reporting date in respect of temporary differences between the carrying amounts of assets or
liabilities for financial reporting purposes and the corresponding amounts used for taxation purposes (i.e., tax base). Deferred
tax assets are recognized for unused tax losses, unused tax credits and deductible temporary differences to the extent that it
is probable that future taxable profits will be available against which they can be used. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realized.

Deferred tax liabilities are the amounts of income taxes payable in future periods in respect of taxable temporary differences.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer
probable that the related tax benefit will be realized. The amount of deferred tax provided is based on the expected manner of
realization or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted on the
reporting date. The existing tax rate 30% has been taken for the computation of deferred tax for the current year.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and
they relate to taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they intend to
settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realized simultaneously.

Rs.in‘000

Net Deferred
Deferred Tax Deferred Tax

Particulars Tax Assets

Assets Liabilities .
/(Liabilities)

Deferred tax on temporary differences on following items

Loans and Advances to BFls

Loans and Advances to Customers

Investment Properties

Investment Securities 121,284 (121,284)
Property and Equipment 239,252 (239,252)
Employees' Defined Benefit Plan 1,167,216 1,167,216
Net Lease Liabilities as per NFRS 16 11,829 11,828
Provisions 31,704 31,704

Booking of AIR
Other Temporary Differences 19,005 19,005

Deferred tax on temporary differences 869,217

Deferred tax on carry forward of unused tax losses

Deferred tax due to changes in tax rate

Net Deferred Tax Asset (Liabilities) as on year-end of Ashadh

2081 324,463
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Rs.in’000

) Deferred Tax Deferred Tax Net Deferred

Particulars Assets Liabilities Tax Assets

/(Liabilities)

Origination/(Reversal) during the year 544,754
Deferred Tax expense (income) recognized in profit or loss 568,938
Deferred Tax expense (income) recognized in OCI (24,183)

Deferred Tax expense (income) recognized directly in Equity -

3.11 Deposits, Debt Securities Issued and Subordinated Liabilities

Deposits, debt securities issued and subordinated liabilities are the Bank's sources of funding. Deposits include non-interest-
bearing deposits, saving deposits, term deposits, call deposits and margin deposits. The estimated fair value of deposits with
no stated maturity period is the amount repayable on demand. The fair value of fixed interest-bearing deposits is considered
as the interest payable on these deposits plus carrying amount of these deposits. The fair value of debt securities issued is
also considered as the carrying amount of these debt securities issued. Sub-ordinated liabilities are liabilities subordinated,
at the event of winding up, to the claims of depositors, debt securities issued and other creditors. Deposits by banks comprise
amounts owed to other domestic or foreign banks. Customer accounts comprise amounts owed to creditors that are not banks.

However, liabilities in the form of debt securities and any liabilities for which transferable certificates have been issued are
excluded (as they form part of debt securities in issue).

Deposits by banks & customers are financial liabilities - as there is an obligation to deliver cash or financial assets back 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, transaction costs directly attributable to the acquisition. Fair value is usually the transaction price. These are
classified as financial liabilities measured at amortized cost.

Following is the break-up of total deposits customer-wise as well as product-wise,

Rs.in’000
Particulars Current Year Previous Year
Deposits from Customer 342,188,540 305,012,852
Deposits from Bank & Flis 5,899,651 7,216,236
Total 348,088,191 312,229,088
Deposit from Customer Current Year Previous Year
Current Deposits 23,334,027 17,441,070
Saving Deposits 128,042,409 97,008,569
Fixed Deposits 169,885,187 170,237,201
Call Deposits 17,965,848 11,769,729
Other Deposits 2,961,069 8,656,284
Total 342,188,540 305,012,852

Debt Securities Issued

The Bank borrows money by issuing debt securities and subordinated debt. The borrowing is acknowledged or evidenced by
issue of a negotiable instrument. The negotiable instrument can be certificate of deposit, commercial paper or debt note.
Subordinated debt is issued to meet the capital requirements at Bank level and to supply the capital to various operations. This
debt generally consists of negotiable instruments and is usually listed on exchanges providing an active secondary market for
the debt. The Group classify these financial liabilities as financial liabilities measured at amortized cost.

This presents debenture issued by the Bank under this line item. These are classified as financial liabilities measured at
amortized cost.
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Details of Debt Securities issued are:

Amount(Rs.) Period Int. Rate

Interest
Payment

Allotment Date Maturity Date

Frequency

10.25% Prabhu Bank 10.25%
1 1,000,000,000 10 years Half Yearly 26/07/2076  25/07/2086
Debenture - 2086 p.a.
10.00% Prabhu Bank 10.00%
2 rabhu =an 2,000,000,000 8 years Quarterly 28/05/2077  27/05/2085
Debenture - 2084 p.a.
8.5% Prabhu Bank 8.50%
3 rabhu Ban 2,650,000,000 10 years Quarterly 31/02/2078  30/02/2088
Debenture - 2087 p.a.
10.60% Century 10.60%
4 2,200,000,000 10 terl 10/02/2073  09/02/2089
Debenture 2088 years p.a. Ouarterly

Rs. 1,051,884,921 has been transferred to debenture redemption reserve from retained earnings during the review period.

Subordinated Liabilities

These comprise of liabilities subordinated, at the event of winding up, to the claims of depositors, debt securities issued and
other creditors. Items eligible for presentation under this line item include redeemable preference share, subordinated notes
issued, borrowings etc. These are subject to the same accounting policies applied to financial liabilities measured at amortized
cost. The Group does not have any subordinated liabilities at the reporting date.

The Group does not have any subordinated liabilities.

3.12 Provisions

A 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. 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. A provision for onerous contracts is recognized
when the expected benefits to be derived by the Group 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.

The Group applies NAS 37; “Provisions, Contingent Liabilities & Contingent Assets” in the accounting of provisions. The
provisions and its movement are reported under Note 4.22. The contingent liabilities & commitments are reported under Note
4.28.

3.13 Revenue Recognition

Interest Income

Interest Income is recognized on accrual basis using the effective interest rate method for all financial assets measured at
amortized cost and in any financial assets designated at Fair Value Through OCI. Interest income is earned on bank balances,
investments in money market and capital market instruments, loans and advances, etc. 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.

In case a financial asset has been impaired, the Bank reduces the carrying amount of the asset to its estimated recoverable
amount using the effective interest rate of the instrument and continues unwinding of the discount rate as interest income.

Moreover, Bank has followed Guidance Note on Interest Recognition, 2025 issued by Nepal Rastra Bank for interest income
recognition on loans and advances. Proactively Bank has derecognized all the interest accruals till Ashadh end 2082 on stage 3
loans of Chaitra end 2081.

The amount accrued till year end which has been recovered from customer within 15" of Shrawan 2082 amounting to Rs. 627,796
thousand has been adjusted in statement of distributable profit and loss.

Bank has capitalized interest income on the priority sector project loans to the extent of Rs. 658,575 thousand. Approval of
interest capitalization has been duly obtained from Nepal Rastra Bank or Board of Directors. Further, regulatory reserve on such
capitalized interest after deduction of Staff Bonus and Income Tax has been created.
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Fee and Commission Income

Feeincome is earned for diverse ranges of services provided by the Bank to its customers. Fee income arises on the execution of
asignificant act completed or from provision of services like asset management, portfolio management, management advisory
and service fees etc. The fees and commission income that are integral to the effective interest rate on the financial assets are
included in the measurement of the effective interest rate and shall not be recognized as income, however immaterial amount
has been recognized in Statement of Profit or Loss account as income as per carve-outs for Banks and Financial Institutions
issued by The Institute of Chartered Accountants of Nepal (ICAN). Considering the materiality commission income on guarantee
less than rupees fifty thousand shall be recognized in statement of profit or loss irrespective of term of the guarantee.

Dividend Income

Dividend income is recognized in Statement of Profit or Loss on an accrual basis when the Entity's right to receive the dividend
is established. Dividends are presented in net trading income or other operating income based on the underlying classification
of the equity investment.

Net Trading Income

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 shall be presented
under this account head. The term ‘Trading’, in the context of financial instruments, is defined as active and frequent buying
and selling of financial instruments with the objective of generating a profit from short-term fluctuations in price or dealer’s
margin. Gains and losses on trading instruments are recognised in the income statement on a mark-to-market basis and not on
a cash basis.

Net Income from Other Financial Instrument at Fair Value through Profit or Loss (FVTPL)

Atinitial recognition, the Group may choose to designate certain financial assets and liabilities as being held at fair value through
profit or loss (the fair value option). Realised and unrealised gains and losses on these instruments are reported through net
trading income.

Trading assets such as equity shares and mutual fund are recognized at fair value through profit or loss. No other financial
instruments are designated at fair value through profit or loss.

The Group has recognized net trading income from other financial instrument at FVTPL and are reported under Note 4.33.

Interest Expense

Interest expense has been recognized in the accrual basis using the effective interest rate for financial liabilities measured at
amortized cost. EIR is the rate that exactly discounts estimated future payment or receipts through the expected life of the
financial instrument or a shorter period where appropriated to the net carrying amount of the financial asset or the financial
liability.

Employee Benefits

Employee benefitsinclude all forms of consideration given by the Group in exchange for service rendered by employees of for the
termination of employment. The Group’s remuneration package includes both short term and long-term benefits and comprise
of items such as salary, allowances, paid leave, accumulated leave, gratuity, provident fund and annual statutory bonus.

The Group applies NAS 19 - “Employee Benefits” in accounting of all employee benefits and recognizes the followings in its
financial statements:

. a liability when an employee has provided service in exchange for employee benefits to be paid in the future; and
= An expense when the Group consumes the economic benefit arising from service provided by an employee in exchange
for employee benefits.

Explanatory information on personnel expense is stated in Note 4.23.1-4.23.7

a. Short term employee benefits
These are employee benefits which fall due wholly within twelve months after the end of the period in which the employees
render the related service. This includes salary, allowances, medical insurance, statutory bonus to employees, etc. These
are measured on an undiscounted basis and are charged to profit or loss in the period the services are received. Prepaid
benefits on loans advanced to employees at below-market interest rate are amortized over the full period of the loan.
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b. Post-employment benefits
These are employee benefits (other than termination benefits and short-term employee benefits) that are payable after
the completion of employment.

i. Defined Contribution Plan (DCP)
Adefined contribution planisapost-employment plan under which the Group pays fixed contributionsinto a separate
entity and will have no legal or constructive obligation to pay a further amount. Obligations for contributions to
defined contribution plans are recognised as expense in the profit or loss as and when they are due. The Group has
a defined contribution plans as provident fund contribution of its employees.

Contributions by the Group to a DCP in proportion to the services rendered by its employees are recognized as
incurred in profit or loss in the same period. If there stands any payable to the DCP at the reporting date, a
corresponding liability is also recognized in the consolidated SoFP.

ii. Defined Benefit Plan (DBP)
A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.

The Group has recognized gratuity obligations towards gratuity entitlement of individual employees. Gratuity is a
Defined Benefit Plan. The Group annually measures the value of the promised retirement benefits for gratuity, which
is a Defined Benefit Plan. Actuarial Valuation of Defined Benefit Plan has been carried out as per the requirement of
NAS 19 - Employee Benefits.

In case of the Group, an actuarial valuation is carried out every year using the Projected Unit Credit Method to
ascertain the full liability under gratuity. The Projected Unit Credit Method involves estimating the amount of future
benefit that employees have earned in return for their service in the current and prior periods and discounting the
benefit amount to determine its present value. Actuarial Gain or loss arising as a result of changes in assumptions is
recognized in Statement of Other Comprehensive Income (OCl)in the period in which it arises.

As per para 145 of NAS 19, sensitivity analysis of actuarial assumptions as at the end of the reporting period has been

disclosed as:

Sensitivity Analysis Decrease (Rs.) Increase (Rs.)
Discount Rate 2,758,167,217 2,512,582,550
Impact of increase/decrease in 50 bps on DBO 4.84% -4.49%
Salary Growth Rate 2,510,965,994 2,758,789,039
Impact of increase/decrease in 50 bps on DBO -4.55% 4.87%
Year 1 176,088,928
Year 2 194,703,886
Year 3 187,967,711
Year 4 189,347,745
Year 5 208,481,1M
Year 6to 10 1,116,700,419

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

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

As per para 145 of NAS 19, sensitivity analysis of actuarial assumptions as at the end of the reporting period has been

disclosed as:

Sensitivity Analysis Decrease (Rs.) Increase (Rs.)
Discount Rate 1,213,680,324 1.112,394,637
Impact of increase/decrease in 50 bps on DBO 4.53% -4.20%
Salary Growth Rate 1,1M,727,374 1,213,936,592
Impact of increase/decrease in 50 bps on DBO -4.88% 4.55%
Year 1 9,7947,494
Year 2 106,167,028
Year 3 96,934,102
Year 4 92,618,192
Year 5 95,558,081
Year 60 10 475,575,467

d. Termination Benefits
Termination benefits are expensed at the earlier of when the Group can no longer withdraw the offer of those benefits and
when the Group recognizes costs for a restructuring. If benefits are not expected to be wholly settled within 12 months of
the reporting date, then they are discounted. The Group does not have any terminal benefit plan for the reporting period.

Staff Costs:
Rs.in’000

Particulars Current Year Previous Year
Post-employment benefits

i. Defined contribution plans 136,670 123,151

ii. Defined benefit plans 374,609 440,804
Short Term Employee Benefits (Excluding Staff Bonus) 2,871,750 2,643,720
Share-based payments - -
Equity-settled share-based payments - -
Cash-settled share-based payments - -
Termination benefits 72,649 221,87
Other long-term employee benefits 257,329 219,582
Total employee benefit expense 3,713,007 3,649,128

3.16 Leases

Lease is a contract in which one party provides an asset to the other party for some consideration usually a periodic payment.
The Group assesses whetheracontractis or contains alease, at inception of the contract. Inaccordance with NFRS-16 “Leases”;
the Group recognises a right-of-use asset and a corresponding lease liability, except for short-term leases (defined as leases
with a lease term of 12 months or less) and leases of low value assets as the group is lessee in all lease arrangements.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted by using the rate implicit in the lease. If this rate cannot be readily determined, the Group uses its incremental
borrowing rate. Since the Group apply NFRS-16; “"Leases” to its leases in accordance with Para C5(b), retrospectively with the
cumulative effect of initially applying the Standard recognised at the date of initial application, it uses incremental borrowing
rate which is the cost of fund of the Group.

Lease payments included in the measurement of the lease liability comprise:

" Fixed lease payments (including in-substance fixed payments), less any lease incentives receivable
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" Variable lease payments that depend on an index or rate, initially measured using the index or rate at the commencement
date.

. The amount expected to be payable by the lessee under residual value guarantees

. The exercise price of purchase options, if the lessee is reasonably certain to exercise the options

. Payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to terminate the lease

The lease liability is presented within other Liabilities in the Consolidated Statement of Financial Position. The lease liability is
subsequently measured by increasing the carrying amount to reflect interest on the lease liability (using the effective interest
method)and by reducing the carrying amount to reflect the lease payments made.

The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of use asset) whenever:

. The lease term has changed or there is a significant event or change in circumstances resulting in a change in the
assessment of exercise of a purchase option, in which case the lease liability is remeasured by discounting the revised
lease payments using a revised discount rate

. The lease payments change due to changes in an index or rate or a change in expected payment under a guaranteed
residual value, in which cases the lease liability is re-measured by discounting the revised lease payments using an
unchanged discount rate (unless the lease payments change is due to a change in a floating interest rate, in which case a
revised discount rate is used)

. A lease contract is modified and the lease modification is not accounted for as a separate lease, in which case the lease
liability is re-measured based on the lease term of the modified lease by discounting the revised lease payments using a
revised discount rate at the effective date of the modification.

The Group did not make any such adjustments during the periods presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments made at or before
the commencement day, less any lease incentives received and any initial direct costs. They are subsequently measured at cost
less accumulated depreciation and impairment losses.

Whenever the Group incurs an obligation for costs to dismantle and remove a leased asset, restore the site on which itis located
or restore the underlying asset to the condition required by the terms and conditions of the lease, a provision is recognised and
measured under NAS 37. To the extent that the costs relate to aright-of-use asset, the costs are included in the related right-of-
use asset, unless those costs are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the right-of use asset. If a lease
transfer ownership of the underlying asset or the cost of the right-of-use asset reflects that the Group expects to exercise a
purchase option, the related right-of-use asset is depreciated over the useful life of the underlying asset. The depreciation
starts at the commencement date of the lease. The Group depreciates Right-of-use assets from the commencement date on a
straight-line basis over the shorter of the lease term and useful life of the underlying asset.

Theright-of-use assets are presented Within Property, plantand Equipmentin the Consolidated Statement of Financial Position.

The Group applies NAS 36 to determine whether aright-of-use asset isimpaired and accounts for any identified impairment loss
as described in the ‘Property, Plant and Equipment’ policy. Variable rents that do not depend on an index or rate are not included
in the measurement the lease liability and the right-of-use asset. The related payments are recognised as an expense in the
period in which the event or condition that triggers those payments occurs.

As a practical expedient, NFRS 16 permits a lessee not to separate non-lease components, and instead account for any lease
and associated non-lease components as a single arrangement.

Rs.in’000
Particulars Current Year Previous Year
Cost
As 1Shrawan 2081 2,731,660 2,638,320
Additions - 93,340
Termination - -
Trf. From CCBL - -
As on 32 Ashadh 2082 2,731,660 2,731,660
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Rs. in’000
Accumulated depreciation Current Year Previous Year
As 1Shrawan 2081 956,058 727,452
Charge for the year 251,342 228,606
Termination
Trf. From CCBL - -
As on 32 Ashadh 2082 1,207,400 9,56,058
Carrying amount
As on 31 Ashadh 2081 1,775,602 1,910,868
As on 32 Ashadh 2082 1,524,260 1,775,602
The Group leases including buildings. The average lease termis 10 years.
Rs.in’000
Particulars Current Year Previous Year
Amounts recognized in Statement of Profit or Loss
Depreciation expense on right-of-use assets 251,342 228,606
Interest expense on lease liabilities 121,812 102,543

Expense relating to short-term leases - -

Expense relating to leases of low value assets - -

Expense relating to variable lease payments not included
in the measurement of the lease liability

Income from sub-leasing right-of-use assets - -

Transition

From 15t Shrawan 2078, the Group has effectively adopted NFRS 16- “Leases”, which requires any lease arrangement to be
recognised in the Statement of Financial Position of the lessee as a right-of-use’ asset with a corresponding lease liability.
Accordingly, depreciation has been charged on such assets as against lease rental expenses in the previous year. Similarly,
interest expense has been recognised on lease liabilities under Interest Expenses

Foreign Currency Translation

Foreign currency transactions are those conducted in a currency other than the functional currency of the Group. The functional
currency is the currency of the primary economic environment in which an entity operates. Transactions in foreign currencies
are translated into the respective functional currency of Entity at the spot exchange rates at the date of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated into the functional
currency at the spot exchange rate (Closing rate) at that date. The foreign currency gains 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 payments during the year, and the amortized cost in the foreign currency translated at the spot exchange rate at the end of
the year.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated into the functional
currency at the spot exchange rate at the date on which the fair value is determined. Non-monetary items that are measured
based on historical cost in a foreign currency are translated using the spot exchange rate at the date of the transaction.

Foreign currency differences arising on translation are recognised in Statement of Profit or Loss. Foreign currency translation
gain/loss is presented under Note 4.34 under other operating income. 25% of such revaluation gain, if any, is transferred to
foreign exchange fluctuation fund as per the requirement of NRB directive/ BAFIA, 2073. During the current year, there was a
gain of Rs. 13,395 thousand.

Financial Guarantee and Loan Commitment

Financial guarantee is bond undertaken by the Group that requires the Group to reimburse the beneficiary of the bond in case
the applicant of the bond fails to fulfil their commitments. Loan commitments are commitments by the Group to provide
credit under pre-specified terms and conditions in the future. Financial guarantee is recognized as contingent liability and are
continuously assessed if any actual financial obligation exists.
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Liabilities arising from financial guarantees or commitments to provide a loan at a below-market interest rate are initially
measured at fair value and subsequently as per NFRS 9.

Details of Loan Commitments are disclosed in Note 4.28.

3.19 Share Capital and Reserves

Financial Instrument issued are classified as equity if that interest gives the holder evidence of residual asset in the entity after
deducting all of its liabilities and there exists no contractual obligation to transfer cash or other financial instrument.

a. General reserve
This is a statutory reserve and is a compliance requirement of NRB directive no. 4/81and stipulations of BAFIA, 2073. 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. The Bank
has consistently appropriated the required amount from each year’s profit into this heading. There is no such statutory
requirement for the Subsidiary.

Movement in the General Reserve during the FY 2081/82:

Rs.in’000
Opening Balance as on 1st Shrawan, 2081 4,225,540
Transfer from Retained Earnings (20% of Net Profit) 174,465
Closing Balance as on 32" Ashadh, 2082 4,400,006

b. Exchange equalization reserve
This is a statutory reserve and is a compliance requirement of NRB directive no. 4/80 and stipulations of BAFIA, 2073.
The Bank is required to appropriate 25% of current year’s total revaluation gain (except gain from revaluation of Indian
Currency) into this heading. The Bank has consistently appropriated the required amount from each year’s profit into this
heading. There is no such statutory requirement for the Subsidiaries.

Movement in the Exchange Equalization Reserve during the FY 2081/82:

Rs.in‘000
Opening Balance as on 15t Shrawan, 2081 27,603
Transfer from Retained Earnings (25% of Revaluation Gain) 3,349
Less: Transfer to Retained Earnings -
Closing Balance as on 32" Ashadh, 2082 30,952

c. Fair value reserve
This is a non-statutory reserve and is a requirement in the application of accounting policy for financial assets. NFRS 9
requires that cumulative net change in the fair value of financial assets measured at FVTOCI is recognized under fair value
reserve heading until the fair valued asset is de-recognized. Any realized fair value changes upon disposal of the re-valued
asset are reclassified from this reserve heading to retained earnings. The Group has complied with this accounting policy
application.

Movement in the Fair Value Reserve during the FY 2081/82:

Rs.in‘000
Opening Balance as on 1t Shrawan, 2081 1,014,904
Transfer from OCI (after tax increment in fair value) 282,995
Closing Balance as on 32" Ashadh, 2082 1,297,899

d.  Asset revaluation reserve
This is a non-statutory reserve and is a requirement in the application of accounting policy for non-financial assets
such as property, equipment, investment property and intangible assets that are measured following a re-valuation
model. Revaluation reserves often serve as a cushion against unexpected losses but may not be fully available to absorb
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unexpected losses due to the subsequent deterioration in market values and tax consequences of revaluation. The Group
does not have any amount to present under asset revaluation reserve.

Capital reserve

This is a non-statutory reserve and represents the amount of all capital nature reserves such as the amounts arising from
share forfeiture, capital grants and capital reserve arising out of business combinations. Funds in this reserve are not
available for distribution of cash dividend but can be capitalized by issuing bonus shares upon obtaining prior approval
from the central bank.

Corporate social responsibility fund

This is a statutory reserve and is a compliance requirement of NRB Directive No. 6/80 and BAFIA, 2073. 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. There is no such statutory requirement for the Subsidiary.

Movement in the CSR Fund during the FY 2081/82: Rs. in‘000
Opening Balance as on 1¢t Shrawan, 2081 5,109
Transfer to the CSR Fund (1% of Net Profit) 8,723
Less: Transfer from CSR Fund to Retained Earnings 5,109

Closing Balance as on 32" Ashadh, 2082 8,723

Province wise Details of actual CSR expenses during the year:

Rs.in’000
Purpose Ko§hi Mad'esh Bagr'nati Ganfiaki LumPini Kar|.1ali Sudurpa.shchim Grand
Province Province Province Province Province Province Province Total
Education 350 200 873 - 132 574 353 2,483
Environment and Sustainability - 18 10 - - - - 28
Financial Literacy 1,605 - 6,076 - - 3 - 7684
Health 13 - 166 250 38 46 - 513
Humanitarian Aid & Relief - - 10,115 - - 20 - 10,135
Others 31 230 3,715 7 19 10 40 4,052
Sustainable Development Goals - - 500 - - - - 500
Grand Total 2,000 448 21,455 257 189 652 393 25,394

Investment adjustment reserve

This is a statutory reserve heading and is a compliance requirement of NRB directive no. 4/081 and 8/081. The Bank
is required to maintain balance in this reserve heading which is calculated at fixed percentages of the cost of equity
investments that are not held for trading. Changes in this reserve requirement are reclassified to retained earnings.
The Bank has consistently appropriated the required amount from each year’s profit into this heading. There is no such
statutory requirement for the Subsidiary.

Movement in the Investment Adjustment Reserve during the FY 2081/82:

Rs.in’000
Opening Balance as on 1t Shrawan, 2081 3,760
Transfer from Retained Earnings -
Less: Transfer to Retained Earnings -
Closing Balance as on 32" Ashadh, 2082 3,760

Actuarial gain / loss reserve

This is a non-statutory reserve and is a requirement in the application of accounting policy for employee benefits. NAS
19 requires that actuarial gain or loss resultant of the change in actuarial assumptions used to value defined benefit
obligations be presented under this reserve heading. Any change in this reserve heading is recognized through other
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comprehensive income and is not an appropriation of net profit. The Group has complied with this accounting policy
application.

Movement in the Actuarial Gain/ Loss Reserve during the FY 2081/82:

Rs.in‘000
Opening Balance as on 1t Shrawan, 2081 (99,577)
Actuarial Gain during the year (after Tax) -
Less: Actuarial Loss during the year (after Tax) 226,567
Closing Balance as on 32" Ashadh, 2082 (326,144)

i. Regulatory Reserve

This is a statutory reserve and is a requirement in the application of accounting policy as prescribed in NRB directive no.
4/081. 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 recognizedinretained earningsinto thisreserve heading. The amount reclassified
to this reserve includes re-measurement adjustments such as interest income recognized against interest receivables,
difference inloan loss provision as per NRB directive and impairment on loan and advance as per NFRS, amount equals to
deferred tax assets, actual loss recognized in other comprehensive income, amount of goodwill recognized under NFRS,
etc. Balance in thisreserve is not regarded as free for distribution of dividend. The Bank has complied with this regulatory
requirement. There is no such statutory requirement for the Subsidiary.

Merger/Acquisitionreserve created as per NFRS 3-Business combination has also been transferred to Regulatory Reserve
as per NRB Directive 4.4(5)

Movement in the Requlatory Reserve during the FY from 2074/75 to 2081/82 are shown in the following table:

Rs.in’000
FY a b c d e f g h i j Total

2074175 833,394 - - 464,795 - - - 179,827 - - 1,478,016
2075/76 (177634) - - (188,360) 261,996 - - (10,858) - - (14,756)
2076/77 214,268 - - 46,381 40,960 - - 109,479 - - 411,088
2077/78 (153,467) - - (102,929) 124,380 - - 150,358 - - 18,342
2078/79 482,916 - - 69,126 31649 - - (35,751) - - 547,940
2079/80 2,607,461 - - (8,441) 365,267 - - 147,748 - 223,485 3,335,521
2080/81 (224,899) 216,972 (499,789) - - (398,549) - (906,265)
Total till PY 3582139 - - 497545 324,463 - - 142,253 - 223,485 4,769,885
This year Movement (1520,518) - - 325,783 78,834 - - 323,667 - (31,926) (824,160)
Total till the FY 2081/82 2,061,621 - - 823,328 403,297 - - 465,920 - 191,559 3,945,725

Details of the headings on the above table:

Interest Receivable (includes ICTL Reserve of Rs. 327,773 thousand)
Short Loan Loss Provision

Short provision for possible losses on investment
Short Provision on NBA

Deferred Tax Assets

Goodwill

Gain on Bargain Purchase

Actuarial Losses Recognized

Fair Value Loss Recognized

Merger/Acquisition Reserve

j. Other reserve fund

e 0o a0 oo

—. —

Employees training and capacity development fund

Thisisastatutoryreserveandisacompliance requirement of NRB circular 6/081. The Bankisrequired toincur 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
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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.

Movement in Reserve during the FY 2081/82: Rs.in‘000
Opening Balance as on 1t Shrawan, 2081 71,755
Add: Transfer from Retained Earnings 3,297
Less: Transfer to Retained Earnings -
Closing Balance as on 32" Ashadh, 2082 75,052

Equity Share Capital - over the year’s movements
Paid up share capital of the Bank has moved over the years as follows:

Financial Year Raised Capital Cumulative Capital Remarks

2058/59 30 Mn. 30 Mn. Initial Paid-up Capital

2060/61 20 Mn. 50 Mn. Capital raised by Initial Public Offer (IPO)

2062/63 50 Mn. 100 Mn. Capital raised by Issuance of 1:1Right (1st Right Share)
2063/64 100 Mn. 200 Mn. Capital raised by Issuance of 1:1Right (2nd Right Share)
2064/65 600 Mn. 800 Mn. Capital raised by Issuance of 1:3Right (3rd Right Share)
2065/66 1,200 Mn. 2000 Mn. Capital raised by Issuance of 1:1.5Right share (4th Right Share)
2071/72 1,208.89 Mn. 3208.89 Mn. Merger with PBBL, GDBL and ZFL (Details following :)
2072173 2,000 Mn. 5208.89 Mn. Merger with GBNL

2072/73 30.74 Mn. 5239.63 Mn. Acquisition of Nepal Development Bank Ltd. (in liquidation)
2072/73 641.78 Mn. 5,881.40Mn. Capital raised by Issuance of 5:1Right Share

2073/74 2,352.56 Mn. 8,233.96 Mn. Capital raised by Issuance of 10:4 Right Share

2075/76 658.72 Mn. 8,892.64 Mn. Capital raised by Issuance of 8% Bonus Shares

2076/77 1,422.82 Mn. 10,315.46 Mn. Capital raised by Issuance of 16% Bonus Shares

2077/78 1,031.55 Mn. 11,347.06Mn. Capital raised by Issuance of 10% Bonus Shares

2078/79 1,361.65 Mn. 12,708.70Mn. Capital raised by Issuance of 12% Bonus Shares

Capital raised by Issuance of 6.5% Bonus Shares and Merger with

2079/80 10,833.79M 23,542.49M
n " Century Commercial Bank Ltd.

List of Shareholders holding more than 0.5% shares of the Bank as on 32 Ashadh 2082 are as follows:

Shareholder's Name No.of Share TotalNo. of ?hare

Promoter Public Share Holding %

1 Asian Life Insurance Co. Ltd. 11,974,154 1,270,677 13,244,831 5.63
2 Gaurav Agarwal 6,346,139 33,073 6,379,212 2.7
3 Employees Provident Fund 5,642,361 309,466 5,951,827 2.53
4 Prabhu Group Pvt. Ltd. 2,354,000 - 2,354,000 0.99
5 Mijas Bhattachan 1,893,586 46 1,893,632 0.80
6 Sudeep Acharya 1,333,020 86,055 1,419,075 0.60
7 Jyanu Shrestha 1,266,109 89,305 1,355,414 0.58
8 Rajendra Bhattachan 1,350,486 - 1,350,486 0.57
9 Swarup Gurung 809,976 526,516 1,336,492 0.57
10 Nepal Investment Pvt. Ltd. 1,229,359 1 1,229,360 0.52
n Shivam Cements Limited 1,192,800 - 1,192,800 0.51
12 Sun Nepal Life Insurance Company Ltd. 1,180,872 - 1,180,872 0.50
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Proposed Distributions (Dividends and Bonus Shares)
No dividend has been proposed for the FY 2081/82.

3.20 Earnings per Share

Earnings per share (EPS) is the portion of the company’s profit allocated to each outstanding share of the common stock.
Diluted earnings per share is the calculation of the EPS if all convertible securities were exercised. Bank has fully followed NAS-
33 “Earnings per Share” for the calculation of EPS.

Basic earnings per share is calculated by dividing the net profit for the year attributable to equity holders of the parent by the
weighted average number of ordinary shares outstanding during the year, as per the NAS-33; “Earnings per Share”.

Rs.in’000
Particulars Current Year Previous Year
Profit Attributable to ordinary Shareholders 872,326 510,856
Weighted average number of Ordinary Shares 235,425 235,425
Basic Earnings per Ordinary Share (Rs.) 3.71 2.17

The calculation of Diluted Earnings Per Share as at reporting date was based on the profit attributable to equity holders of the
Bank by the weighted average number of ordinary shares outstanding during the year, after adjustment for the effects of all
potentially dilutive weighted average number of ordinary shares.

Current Year Previous Year
Weighted average number of Ordinary Shares

Outstanding Weighted Average Outstanding Weighted Average

Weighted average number of ordinary shares for
Basic EPS

Number of Shares held as at 1st Shrawan 2081 235,424,898 235,424,898 235,424,898 235,424,898
Add: Share Issue During the Year - - - -

Add: Bonus Shares Issued - - - _
Add: Share Due to Merger - - - -

Number of Shares held as at 32 Ashadh 2082 235,424,898 235,424,898 235,424,898 235,424,898

3.21 Segment Reporting

Segment Reporting is the reporting of the operating segment of the entity. A segment is reportable if:
] It has at least 10% of the revenues or 10% of the profit or loss, or 10% of the combined assets of the Bank.

Segment can be categorized either on the basis of geographic segment or business segment. The Bank has categorized
its segment on the basis of functions and services provided to the customers. Segment assets, segment liabilities,
total revenue, total expenses and operating profit are disclosed. Branches of the Bank are classified under the regional
operating structure for monitoring and supervision. The transaction between the branches is charged at transfer price
decided by Asset Liability Management Committee of the Bank. The disclosure has been prepared in accordance with the
requirements of NFRS.
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Statement of distributable profit or loss
For the Year ended 32 Ashadh 2082 (16 July 2025)

(As per NRB Regulations)

Particulars

2082 Ashadh 32

Amount in Rs.

2081 Ashadh 31

Net Profit or (Loss) as per statement of profit or (loss)

872,325,895

510,855,985

Appropirations

a. General reserve

(174,465,179)

(102,171,199)

b. Foreign exchange fluctuation fund (3,348,738) (277,466)
c. Capital redemption reserve (1,051,884,921) (2,103,769,841)
d. Corporate social responsibility fund (8,723,259) (5,108,560)
e. Employees'training fund (3,296,501) (13,592,727)
f. Investment adjustment reserves - 10,000,000
g. Others 5,108,560 1,942,410

Profit or (loss) before regulatory adjustment

(364,284,143)

(1,702,121,388)

Regulatory adjustment :

a. Interest Receivable (-)/Previous Accrued Interest Received (+) 1,520,685,519 224,898,973
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 (+) (325,782,942) (216,972,308)
e. Deferred Tax Assets Recognized (-)/Reversal (+) (78,833,822) 499,788,999
f. Goodwill Recognized (-)/Impairment of Goodwill (+) 31,926,485 -
g. Bargain Purchase Gain Recognized (-)/Reversal (+) - -
h. Actuarial Loss Recognized (-)/Reversal (+) (323,667,186) 398,549,008
i. Other (+/-) - -
Net Profit for the year end 32 Ashadh 2082 available for distribution 460,043,910 (795,856,717)
Opening Retained Earnings as on Shrawan 1, 2081 (3,025,526,039) (2,236,375,801)
Adjustment (+/-) : Transfer from acquired Century Commercial Bank - 6,706,479

Distributions:

Bonus Share Issued

Cash Dividend Issued

Total Distributable Profit or (Loss) as on year end date

(2,565,482,128)

(3,025,526,039)

Annualised Distributable Profit/Loss per Share
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Disclosures & Additional Information
Risk management

Risk is inevitable naturally for the Banking business and because of that profit and prestige are the indeed reward for the risk
management. Prabhu Bank clearly understands that excessive or poorly managed risk, side by side, taking the risk beyond its risk
capacity, can lead both financial and non-financial losses. Risk taking attitude can be considered logical only when the risks are
understandable, measurable, and controllable and are within the Bank's risk capacity. Sound risk management system in doing
business enables the Bank to take risks in systematic manner by understanding the risk capacity, setting the risk appetite and risk
tolerance.

Given the ground, Prabhu Bank, in line with Nepal Rastra Bank's Directives /guideline paper and its own Risk Management Policy,
is moving ahead with a formation of comprehensive mechanism to identify, assess, measure, monitor and control of all types of
risks. The Bank's current risk management structural framework is as follows:

Board of Directors

Risk Managment Chief Executive Audit AML HR
Committee Officer Comittee Committee Committee

CRO/Integrated Risk " ’t'“ﬁob.l.t Compliance &
Management Dept. Momt. Committes) AML/KYC Dept.

Credit Risk
Mgmt. Dept.

Operations Rsk
Mgmt. Dept.

Market & Liquidity
Risk Mgmt. Dept.

Information
Security Mgmt.

Thus, with the objective to move ahead prudently, risk management approaches as briefed below is adopted by the Bank.

Credit Risk: Credit Risk is the possible losses from the non-payment of interest and /or principal by the Bank's borrowers
or debtors as per the agreed terms of credit sanction. In order to ensure sound credit risk management system, credit risk
management responsibilities are shared to three distinct functions, namely relationship management, credit risk assessment
and credit administration. There has been clear demarcation on the roles and responsibilities of the three functions.

Besides to analysis of trend and assess the exposure impacts, credit risk unit ensures credit policy, procedural manuals and
other required activities to develop risk management culture throughout the Bank.

The following table shows the risk concentration of Loans & Advances of the Bank:
Rs. in Million

Banks, Financial Agriculture,

Particulars Manufacturing and Business Tourism&  Construction Others Total
Services Trading
Loans & Advances - Mid July 2025 32,751 28,161 81,972 13,983 84,308 241,176
Loans & Advances - Mid July 2024 36,303 29,290 64,253 14,109 90,534 234,490
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Operational Risk: Operational risk is the risk of loss resulting from technology, inadequacy of internal procedure, breach of
laid down procedures, incapable people and failure of system or adverse external disasters. Prabhu Bank aims to minimize the
frequency and impact of unexpected operational loss by ensuring well defined operational manuals and guidelines covering
each type of activities, train the people to ensure smooth delivery of service, check and balance of authority delegation,
comprehensive internal audit and follow up on audit remarks and business continuity plan for possible external disasters.

In order to manage the operation risk, Operation Risk unit remains vigilant for the monitoring operational activities throughout
the Bank. In addition to making the Bank enable for required policy and procedural mechanism, it collects operational incidents
taken place in the Bank and external relevant information and submits reports to Risk Mgmt. Committee as well Operation
Risk Management Committee with the recommendation of required remedies that are advised to the Bank Management for
necessary execution.

Market, Liquidity & Other Risk: Market risk is the possible losses resulting from the change in interest rate, foreign currency
exchange rates or price of commodity or investments. Market risks are arisen from rapidly changing external factors, thus highly
sensitive in banking business. The Bank has Market Risk unit which is independent from Treasury Dealer and Treasury Back
Office. It monitors day to day activities and decisions related to treasury and reviews /analyses the trend of liquidity, interest rate
and FCY exchange rate and assesses the exposure's impacts. Adequate system for monitoring and reporting the risk exposures
and assessing how the Bank’s changing risk profile affects the need for capital had been established.

In addition, liquid assets are maintained in relation to cash flows to provide further sources of funding in the event of a crisis by
carefully preparing and reporting the Structural Liquidity Position, gap analysis and stress test on reqular time interval which are
further presented in ALCO (Asset Liability Management Committee) for appropriate decision taking and future strategy setting.

Financial instruments are recorded at fair value. The following is a description of how fair values are determined for financial
instruments that are recorded at fair value using valuation techniques. These incorporate the Bank’s estimate of assumptions
that a market participant would make when valuing the instruments.

For all financial instruments where fair values are determined by referring to externally quoted prices or observable pricing
inputs to models, independent price determination or validation is obtained. In an inactive market, direct observation of a
traded price may not be possible. In these circumstances, the Bank uses alternative market information to validate the financial
instrument’s fair value, with greater weight given to information that is considered to be more relevant and reliable. Financials
assets measured at fair value (either through PL or OCI), primarily consisting of quoted equities and Quoted Mutual Fund units,
are valued using the quoted market price in active markets as at the reporting date. If unquoted, those are carried at cost.

Financials assets measured through OCI, primarily consist of quoted equities and Quoted Mutual Fund units are valued using the
quoted market price in active markets as at the reporting date. For unquoted securities those are carried at cost.

Besides to above, a full-fledged Compliance Department is formed headed by Head - Compliance under direct supervision of
Chief Executive Officer to ensure compliance of regulatory requirements and internal policies. Likewise, audit function is also
independent and Internal Audit Department ensures in development of internal procedures and checks and control system
/procedures and reports to Board Level Audit Committee.

Capital Management
Bank has rolled out its ICAAP Policy, 2015 amended in 2017 with the following fundamental purposes:

. Development of policy, practice, processes, system and plan to meet the regulatory and economic capital under the Pillar
2 of the Basel Il Capital Accord.
. Report the Board about the ongoing assessment of the Bank's risk profile, mitigation mechanisms being applied and

estimated future capital requirements of the Bank.

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

= Ensuring that management exercises sound judgment and set aside adequate capital for material risks in accordance
with the overall risk.

Further Bank has developed risk appetite and tolerate limit across all the business areas. Risk appetite refers to the level of risk the
Bank is willing to accept in pursuit of its strategic objectives, which outlines the types and amount of risk the Bank is comfortable
with. Considering the factors such as capital, liquidity, and profitability, comply of regulatory directive, risk tolerance in banking
indicates the extent of risk the Bank can manage across its business sectors without harming its financial well-being or regulatory
compliance. The Risk Appetite and Tolerance Statement of the Bank is approved by the Board of Directors.
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As per Risk Strategy and Risk Appetite and Tolerance Statement of the Bank for the FY 2081/82 following are the Capital and Risk
Weighted Exposure of the Bank:

. . FY 2081/82
Capital Adequacy Ratio .
Standard Minimum
Tier 1Capital Ratio 9.68% 9.25%
Tier 2 Capital Ratio 3.65% 3.30%
Total Capital Adequacy Ratio (CAR) 13.33% 12.55%

. . . FY 2081/82
Details of Risk Weighted Exposure

Standard Maximum
Risk Weighted Exposure for Credit Risk 88.90% 89.50%
Risk Weighted Exposure for Operational Risk 5.20% 5.75%
Risk Weighted Exposure for Market Risk 0.25% 0.78%
Other Risk - -
Supervisory Adjustment as per SRP 6.4a(7) & SRP 6.4a(9) 5.65% 5.85%
Total Risk Weighted Exposures 100.00%

Standard Risk appetite under Credit Risk, Operation Risk, Market Risk and supervisory adjustment are set at 88.90%, 5.20%,
0.25% & 5.65% respectively. Meanwhile, Maximum tolerable risk under Credit Risk, Operation Risk, Market Risk & supervisory
adjustment are set at 89.50%, 5.75%, 0.78% & 5.85% respectively.

In order to comply with prudential floor prescribed by NRB, the Bank has computed and reported the capital adequacy position
as per Basel lll norms.

1. Capital Structure and Capital Adequacy
1.1 Tier | Capital and breakdown of its Components

SN Particular Rs. in Mio
A Paid Up Equity Share Capital 23,542
B Share Premium
C Statutory General Reserves 4,400
D Retained Earnings (2,566)
E Unaudited current year cumulative profit
F Capital Adjustment Reserve 3,156
G Less: Intangible Assets 107
H Less: Investment in subsidiaries 796
| Less: Investment in equity of institutions in excess of limits 327
J Less: Purchase of land & building in excess of limit and unutilized 12
K Less: Other Deductions 450
Total Tier | Capital 26,842

1.2 Tier ll Capital and breakdown of its Components

SN Particular Rs. in Mio

a General loan loss provision 3,386

b Exchange Equalization Reserve 31

c Investment Adjustment Reserve 4

d Debenture 6,842

e AIR of pass loan included in regulatory reserve 572

f Interest capitalized reserve included in regulatory reserve 328
Total Tier Il Capital 11,162
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1.3  OQualifying Capital

SN Particular Amount in Mio
a Core Capital (Tier 1) 26,842
b Supplementary Capital (Tier II) 11,162
Total Capital Fund (Tier | and Tier Il) 38,003

2. Risk Exposures
2.1 Risk weighted Exposures under each category of Credit Risk:

Particular Amount in Mio

Claims on domestic banks that meet capital adequacy requirements 2,492
Claims on domestic banks that do not meet capital adequacy requirements 27
Claims on foreign bank (ECA Rating 0-1) 331
Claims on foreign bank (ECA Rating 2) 5
Claims on foreign bank incorporated in SAARC region and China operating with a buffer of 1% above 955
their respective requlatory capital requirement
Claims on Domestic Corporates (Credit rating score equivalent to BBB+ & below) 17,699
Claims on Domestic Corporates(Unrated) 119,675
Regulatory Retail Portfolio (Not Overdue) 21,379
Claims secured by residential properties 7,738
Claims secured by residential properties (Qverdue) 525
Claims secured by Commercial real estate 6,434
Past due claims (except for claims secured by residential properties) 20,198
High Risk claims 5,354
Real Estate loans for land acquisition and development (Other than mentioned in Capital Adequacy 3,488
framework 2015-point 3.3(jX1Xk))
Lending against Shares 5,290
Trust Receipt Loans for Trading Firms 933
Real Estate loans for land acquisition and development 3,487
Personal Hirepurchase/Personal Auto Loans 1,605
Investments in equity and other capital instruments of institutions listed in stock exchange 3,241
Investments in equity and other capital instruments of institutions not listed in the stock exchange 651
Staff loan secured by residential property 3,594
Other Assets (as per attachment) 13,853
Off Balance sheet exposures 32,697
Adjustment under Pillar II: SRP 6.4a(4)- Add 1% Credit Sale 10
Total Risk Weighted Exposures 270,861
2.2 Total Risk Weighted Exposure
SN Particular Amount in Mio
a Risk Weighted Exposure for Credit Risk 270,861
b Risk Weighted Exposure for Operational Risk 16,997
c Risk Weighted Exposure for Market Risk 172
Adjustments under Pillar-II
Add: 3% of the Gross Revenue for operational risk 4,409
Add: 4% of Overall Risk Weighted Exposure as per Supervisory Adjustment 11,521
Total Risk Weighted Exposures 303,960
2.3 Capital Adequacy Ratios
SN Particular %
a Common Equity Tier | Capital to Total Risk Weighted Exposure 8.83%
b Tier | Capital to Total Risk Weighted Exposure 8.83%
[ Total Capital Fund to Total Risk Weighted Exposure 12.50%
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Non-Performing Assets
Statement of Non-Performing Assets

Gross and Net Rs.in’000

3.2

3.3

3.4

3.5

5.3

SN Particular Gross Amount Provision Net NPA
a

Sub-standard 2,009,581 632,157 1,377,424
Doubtful 5,221,816 2,707,895 2,513,921
c Loss 9,683,076 9,683,076 -
Total 16,914,473 13,023,128 3,891,345

Non-Performing Assets Ratios

a Gross NPA to Gross Loan & Advances 7.01%
b Net NPA to Net Advances 1.76%
Movement of Non-Performing Assets Rs. in‘000
SN Particular This Year Previous Year Movement

a Sub-standard 2,009,581 2,147,447 (137,866)

b Doubtful 5,221,816 1,366,021 3,855,795

c Loss 9,683,076 8,069,614 1,613,462
Total 16,914,473 11,583,082 5,331,391

Write off of loans and Interest

SN Particular Rs. in ‘000

a Write off Loans during the Year 769
b Write off Interest during the Year 1,319
Movement of Loan Loss Provision and Interest Suspense Rs. in‘000
SN Particular This Year Previous Year Movement
a Loan Loss Provision 20,072,436 17,669,568 2,402,868
b Interest Suspense 5,636,907 2,815,488 2,821,419

Operating Segment Information
Bank has identified its four segments(Treasury & Remittance, ADC, Trade operations and Banking) based on the business
activities.
The segmental information about Profit/ Loss, Assets & Liabilities etc. are presented below:

Rs. in’000’

. Treasury & ulae I Trade .
Particulars Remittance & Inte'rnet Operations Banking
Banking)
a) Revenues from ext. customers 5,402,118 821,509 869,076 23,206,202 30,298,906
b) Intersegment revenue 733,525 650,109 526,983 1,509,765 3,420,381
c) NetRevenue 4,668,593 171,400 342,094 21,696,437 26,878,524
(d) Interest Revenue 3,628,082 6,568 3,471 19,691,379 23,229,499
(e) Interest Expense 831,559 284,451 67,463 14,848,163 16,031,635
(f) Netinterest revenue(b) 2,796,524 (277,883) (63,993) 4,743,216 7,197,864
(g) Depreciationand Amortization 13,136 10,223 9,564 681,612 714,536
(h) Segment expenses 2,074,043 326,092 47,977 22,548,241 24,996,352
(i) Segment profit (loss) before tax 2,594,550 (154,691) 294,117 (851,803) 1,882,172
() Entity's interest if‘ the PI._ of associates B B B ~ B
accounted for using equity method
(k) Other material non-cash items: - - - - -
()  Impairment of assets - - - 2,402,868 2,402,868
(m) Segment assets 153,731,187 1,285,650 262,371 250,329,018 405,608,227
(n) Segment liabilities 17,761,972 5,278,440 2,067,175 346,932,173 372,039,760
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Measurement of segment profit/ loss, assets and liabilities:
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= Bank has used Fund Transfer Pricing (FTP) method to recognize income/ expense for any transaction between

reportable segments.

. Reportable segments' profit or loss has been computed on the same basis for that of bank's profit or loss.
= Reportable segments' assets or liabilities have been measured on the same basis for that of bank's profit or loss.

Reconciliation of reportable segment revenues, profit or loss, assets and liabilities:

Revenue Rs.in’000°
Total revenue for Reportable Segments 30,298,906
Other Revenues -
Elimination of intersegment revenues 3,420,381
Bank's revenues 26,878,524

Profit or loss Rs.in’000°
Total profit or loss for Reportable Segments 1,882,172
Other Profit or Loss
Elimination of intersegment profit
Unallocated amounts:

Bank's Profit 1,882,172
Assets Rs.in’000
Total assets for Reportable Segments 405,608,227
Other Assets -
Unallocated Amounts -
Bank's Assets 405,608,227
Liabilities Rs.in'000
Total liabilities for reportable segments 372,039,760
Other Liabilities -
Unallocated Amounts -
Bank’s Liabilities 372,039,760

Information about products and services:

Revenue from each type of products and services: Rs.in ‘000"
Treasury & Remittance 4,668,593
Alternate Delivery Channel 171,400
Central Trade Operations 342,094
Banking 21,696,437
Total 26,878,524

Information about geographical areas:

Revenue from each geographical area: Rs.in‘000’
a. Domestic 26,878,524

Koshi Province 1,658,029
Madhesh Province 1,861,168
Bagmati Province 18,556,927
Gandaki Province 2,262,103
Lumbini Province 1,719,254
Karnali Province 236,540
Sudurpashchim Province 684,504
b. Foreign -
Total 26,878,524
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vii. Information about major customers:
Revenue from any single customer does not amount to 10% or more of Bank's revenue.

Share options and share based payment

“Share options” is a contract that gives the holder the right, but not the obligation, to subscribe the Bank's shares at a fixed or
determinable price for a specified period.

A share-based payment is a transaction in which the Bank receives goods or services either as consideration for its equity
instruments or by incurring liabilities for amounts based on the price of the Bank's shares or other equity instruments of the
Bank.

The bank does not have any share options contract and share based payment transactions for the reporting period.

Contingent liabilities and commitment

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.

The Bank seeks to comply with all applicable laws and regulations, but may be subject to requlatory actions and investigations,
the outcome of which are generally difficult to predict and can be material to the Bank.

In addition to these matters, the Bank may receive legal claims against it in the normal course of business. The Bank considers
none of these claims as material. Where appropriate, the Bank recognises a provision for liabilities when it is probable that an
outflow of economic resources embodying economic benefits will be required and for which a reliable estimate can be made of
the obligation(s).

Details relating to Contingent liabilities and commitment are depicted under Note 4.28.

Related Parties Disclosures

Parties are considered to be related if one party has the ability to control the other party or exercise significant influence over
the other party in making financial or operational decisions and include major shareholders, subsidiary companies, associates,
retirement funds, directors and key management personnel and their close family members.

The Bank has carried out transactions in the ordinary course of business on an arm’s length basis at commercial rates with
parties as per NAS 24- “Related Party Disclosures’, except for the transactions that Key Management Personnel (KMPs) have
availed under schemes uniformly applicable to all staff at concessionary rates.

Parent and Ultimate Controlling Party:
The Bank does not have an identifiable parent of its own.

Transactions with Key Management Personnel (KMPs):
As per NAS-24; Related Party Disclosures, KMP are defined as those persons having authority and responsibility for planning,
directing and controlling the activities of the entity.

Board of Directors and the members of top-level Management are considered as KMP of the Bank.

The remuneration of the directors and top-level managers, who are the key management personnel of the Bank, is set out below
in aggregate for each of the categories specified in NAS-24 “Related Party Disclosures”.
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Rs.in’000
Compensation to Board of Directors: Current Year Previous Year
Meeting Fees Paid 4,140 6,006
Telephone/ Internet/ Newspaper Expenses Paid 928 959
5,060 6,969
Compensation to CEO: Current Year Previous Year
Short term employee benefits 31,712 31,231
Employee Bonus 7,032 3,534
Festival Allowance and payment against annual leave 4,733 4,667
Post-employment benefits - -
Other long-term benefits - -
Termination benefits - -
Share-based Payment - -
Total 43,477 39,432
Rs.in‘000
Compensation to Other KMPs: Current Year Previous Year
Short term employee benefits 42,757 31,992
Employee Bonus 8,026 3,617
Festival Allowance and payment against annual leave 5,955 4,459
Post-employment benefits - -
Other long-term benefits - -
Termination benefits - -
Share-based Payment - -
Total 56,738 40,069
Grand Total 100,215 79,500
Transaction with subsidiary M/s Prabhu Capital Ltd. Rs. in ‘000
Particulars Current Year Previous Year
Interest Expenses 514 988
Deposit Held 144,764 81,331
RTS Fees and Operational Support Expenses 2,518 2,099
Rent Income - -
Dividend Income 47,705 40,890
Transaction with subsidiary M/s Prabhu Stock Market Ltd. Rs. in‘000
Current Year Previous Year
Interest Expenses 25 -
Deposit Held 2,599 6,949
Transaction with Smart Choice Technology Ltd. Rs. in ‘000
Current Year Previous Year
SCT Switch Charge (incl. annual subscription) 725 420
Card Issuance Charge - 900

ATM card Transaction Expenses - -

Merger and acquisition
There is no merger and acquisition during the reporting period.

Additional disclosures of non-consolidated entities

The bank has neither any investment in any entities which requires consolidation as per applicable NFRS nor any investment in
associates which needs to be pooled in the financial statement of the Bank. Except for strategic investment in equity shares,
the Bank has no other equity investment.
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5.9 Events after reporting date

Bank monitors and assesses events that may have potential impact to qualify as adjusting and / or non-adjusting events after
the end of the reporting period based on NAS-10; “Events after reporting periods”. All adjusting events are adjusted in the books
with additional disclosures and non-adjusting material events are disclosed in the notes with possible financial impact, to the
extent ascertainable.

Adjusting events after reporting period

The Bank has availed the provision under the NRB Directive that permits banks to consider interest recoveries made up to 15
Shrawan 2082 while determining the amount to be transferred to the regulatory reserve in respect of interestincome recognized
on an accrual basis but not realized as of 32 Ashadh 2082. Accordingly, interest recovery amounting to Rs. 627,796,088 has been
considered for adjustment against the regulatory reserve, and on account of recovery of interest and principle till 15® of Bhadra
2082, loan loss provisions of Rs. 3,454,651,784 have been reversed. Furthermore, additional loan loss provisions amounting to
Rs. 4,914,372,787, as suggested by NRB following the preliminary review, have been adjusted in the financial statements.

Non-adjusting events after reporting period
There are no any non-adjusting events after reporting period.

5.10 Summary of concentration of exposure: Rs. in‘000’
Particulars Loans and Deposit.f. and
Advances Borrowings
Total Amount as on 16 July 2025 241,175,557 356,617,611
Core Capital (last quarter) 26,224,498 26,224,498
Highest Exposure to a Single Unit (including non-funded) 2,485,064 15,558,935
Concentration of exposure to a single unit (of Core Capital) 9.48%
Concentration of deposit from a single unit (of Total Deposit) 4.47%

5.11 Weighted Average Interest Spread:

The weighted average interest spread rate is calculated considering interestincome onloan and advances and interest expenses
on deposits of Ashadh 2082.

Particulars falsle]
Current Year Previous Year
Average Rate of return from Loans & Advances 7.97 9.66
Average cost of Deposits 4.24 5.66
Net Interest Spread 3.73 3.97
5.12 Loan Write-off Details:
During the FY 2081/82, following loans has been written off:

Sn. Name Loan Write Off Amount(Rs.)  Interest Write off (Rs.)

1 Santosh Goshai 42,477 31,442
2 Urmila Rai 312,438 1,219,571
3 Anil Kumar Byahut 63,581 -
4 Sara Automobiles 260,755 -
5 Shankar Praja 89,576 67,982
Total 768,828 1,318,995

5.13 Written off Loan Recovered:
Rs. 23,210,520 was recovered from written-off loan during the year. Details as follows:
Sn. Name Recovery Amount (Rs.) Recovery date

1 Hotel Big Sea Pvt. Ltd 20,760,698 07/03/2025

2 Bed Prasad Neupane 40,920 08/07/2025

3 Kumar Sapkota 2,125,000 09/12/2024

4 Subhash Kumar Das 283,902 12/12/2024

Total 23,210,520
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5.15 Disclosure regarding restructured, business continuity and subsidized loans:

As of Ashad 2082
Particulars

No of Customers Rs. in '000

Accrued Interest Received after Ashadh end 2081 till Shrawan 15, 2082 1540 627,796

Additional 0.3% Loan Loss Provision created on Pass Loan Portfolio - -

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

Restructured/Rescheduled Loan 1,926 7,780,147

Particulars No. of Customers Rs. in ‘000

Refinance Loan - -

Business Continuity Loan - -

Particulars No. of Customers Rs. in ‘000

Subsidized Loan 4,728 2,862,616

5.16 Reclassification of comparative information has been done where necessary.

5.17 Sustainability and Climate-Related Disclosure

At Prabhu Bank Limited, we recognize that long-term business success is intrinsically linked with the well-being of our
environment, communities, and stakeholders. Guided by our commitment to responsible banking, the Bank integrates
sustainability principles into its governance, strategy, and operations to create shared value for our customers, employees,
shareholders, and society at large.

Environmental Responsibility

] The Bank is committed to minimizing its operational carbon footprint through prudent energy consumption, digital
banking expansion, and promotion of paperless services.

We encourage climate-friendly financing by giving priority to projects in renewable energy, energy efficiency, and
sustainable agriculture.

Environmental and social risk assessment is embedded in our credit appraisal process, ensuring that financed projects
comply with applicable environmental laws and sustainability standards.

Social Responsibility

] We continue to foster financial inclusion across Nepal by expanding our branchless banking, digital platforms, and
accessible loan products for underserved communities, women entrepreneurs, and SMEs.

The Bank invests in community development through CSR activities in education, health, disaster relief, and sustainable
livelihood programs.

We are committed to upholding diversity, equity, and employee well-being, providing a safe, inclusive, and supportive
workplace for all staff.

Governance and Ethical Practices

] Strong corporate governance is central to our sustainability agenda. The Bank operates with transparency, accountability,
and strict compliance with Nepal Rastra Bank directives, IFRS/NFRS standards, and international best practices.

Ethical business conduct, anti-money laundering measures, and customer data protection remain core to our operational
integrity.

The Bank has recently approved the ‘Prabhu Environmental & Social Management System - 2025,’ replacing the earlier
Environmental & Social Risk Management Policy-2019. The Bank is fully committed to complying with all provisions
outlined in the policy. Bank has constituted dedicated ESG Department which is responsible for day-to-day execution of
ESMS across the Bank. The ESG Department is supported by ESMS Committee, comprising of senior officials of various
departments to ensure mainstreaming and implementation of ESMS.

Climate-Related Risks and Opportunities
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. Prabhu Bank recognizes that climate change poses both financial risks and growth opportunities. Physical risks such as
floods, landslides, and droughts may impact borrower creditworthiness and asset quality.

. Transition risks related to evolving regulations and market expectations are monitored proactively.

. At the same time, the Bank sees significant opportunities in green financing, sustainable infrastructure, and climate-
resilient projects, aligning our portfolio growth with Nepal's Nationally Determined Contributions (NDCs) and the UN
Sustainable Development Goals.

Way Forward

Looking ahead, Prabhu Bank will further strengthen its Environmental and Social Risk Management (ESRM) framework, enhance
climate-related financial disclosures, and develop green financing products. We aim to align our sustainability initiatives with
global disclosure standards such as TCFD and GRI, ensuring transparency and accountability to all stakeholders.
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Principal Indicators

Particulars Indicators kY FY FY FY kY
2020/21 2021/22 2022/23 2023/24 2024/25

Core Capital (Amount in Million) Rs. 14,750.00 15,839.00 24,562.42 25,594.78 26,841.63
Supplementary Capital (Amount in Million) Rs. 7,847.00 8,039.00 11,682.19 10,788.95 11,161.69
Total Capital Fund (Amount in Million) Rs. 22,598 23,878 36,245 36,384 38,003
Risk Weighted Exposure (Amount in Million) Rs. 172,566.60 185,638.40 290,755.70 294,170.38 303,960.13
Earning Per Share (Average share outstanding) Rs. 13.54 14.97 1.19 2.17 3.7
Market Value Per Share Rs. 457.00 207.00 160.00 163.70 221.89
Book Net Worth Per Share (Amount in Million) Rs. 150.80 150.67 133.17 138.64 142.59
Number of Promotor Equity Shares Nos. 57,869,992.22 64,814,391.29 120,066,698.14 120,066,698.14 120,066,698.14
Number of Public Equity Shares Nos.  55,600,580.76 62,272,650.46 115,358,200.19 115,358,200.19 115,358,200.19
Number of Permanent Staffs Nos. 2,424.00 2,423.00 3,439.00 3,225.00 3,260.00
Price Earning Ratio Times 30.13 13.83 134.42 75.44 59.88
Dividend (including bonus) on Share Capital Percent 12.63 8.00 - - -
Cash Dividend on Share Capital Percent 0.63 1.50 - - -
Net Profit / Gross Income Percent .70 10.06 0.87 1.47 3.25
Net Profit / Loans and Advances Percent 1.21 1.31 0.12 0.22 0.36
Return on Total Assets Percent 0.80 0.82 0.08 0.14 0.22

Return on Equity Percent 10.06 9.93 0.89 1.57 2.60

Interest Income / Loans and Advances Percent 9.05 nn 12.77 13.62 9.63

Exchange Gain / Total Income Percent 2.58 1.84 0.86 1.10 1.99
g:::j;tifgxspe”ses /Total Deposits and Percent 4.62 6.32 6.84 6.55 4.68
Total Operating Expenses / Total Assets Percent 1.85 1.82 1.65 1.85 1.56
Staff Expenses / Total Operating Expenses Percent 62.81 63.66 60.94 66.51 65.45
Staff Bonus / Total Staff Expenses Percent 10.88 11.29 4.79 7.89 5.06
Total Credit / Deposits Percent 83.95 81.38 81.00 75.56 69.29
Non-Performing Loans / Total Loans Percent 1.68 1.86 4.98 4.94 7.01
Net NPL Percent 0.66 0.74 2.37 1.00 1.76
Base Rate Percent 6.88 9.24 10.16 8.20 6.66
Weighted Average Interest Rate Spread Percent 3.65 4.32 4.86 3.97 3.73
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Capital Adequacy Table
At the year end of Ashadh, 2082

1. TRISK WEIGHTED EXPOSURES
a Risk Weighted Exposure for Credit Risk

Current Year End
270,861,161,490.00

Amount in full figure

Previous Year End
265,363,144,177.11

b Risk Weighted Exposure for Operational Risk

16,996,977,505.35

12,778,426,203.65

¢ Risk Weighted Exposure for Market Risk

171,509,191.31

104,579,698.66

Total Risk Weighted Exposures (Before adjustments of Pillar I1)

288,029,648,186.67

278,246,150,079.42

Adjustments under Pillar Il

SRP 6.4a(5) Adjustment as per SRP 6.4a(5)

SRP 6.4a(6) Adjustment as per SRP 6.4a(6)

SRP 6.4a(7) Adjustment as per SRP 6.4a(7)

4,409,297,854.94

4,794,382,388.81

SRP 6.4a(9) Adjustment as per SRP 6.4a(9)

11,5621,185,927.47

11,129,846,003.18

SRP 6.4a(10) Adjustment as per SRP 6.4a(10)

Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1)

303,960,131,969.07

294,170,378,471.41

1.2 CAPITAL Current YearEnd  Previous Year End
(A) Tier 1Capital [Core Capital (CET 1+ AT 1)] 26,841,631,210.85 25,594,784,793.71
Common Equity Tier 1(CET 1) 26,841,631,210.85 25,594,784,793.71

a Paid up Equity Share Capital 23,542,489,832 23,542,489,832.22
b Equity Share Premium - -
c Proposed Bonus Equity Shares

d Statutory General Reserves 4,400,005,611 4,225,540,431.75
e Retained Earnings (2,565,650,023) (3,025,526,038.04)
f  Unaudited current year cumulative profit/(loss)

g Capital Redemption Reserve 3,155,654,762 2,103,769,841.27
h  Capital Adjustment Reserve

i Debenture Redemption Reserve

j  Dividend Equalization Reserves

K Bargain Purchase Gain

| Other Free Reserve

m  Less: Goodwill

n Less: Intangible Assets 106,632,935 99,786,193.49
0 Less: Fictitious Assets

p Less:Investmentin equityinlicensed Financial Institutions

g Less:Investmentin equity of institutions with financial interests 795,729,080.00 829,229,080.00
r  Less: Investmentin equity of institutions in excess of limits 326,569,455.49 60,536,500.00
s  Less: Investments arising out of underwriting commitments

t  Less: Reciprocal crossholdings

u Less: Purchase of land & building in excess of limit and unutilized 11,937,500 11,937,500.00
v Less: Cash Flow Hedge

w  Less: Defined Benefits Pension Assets

x  Less: Unrecognized Defined Benefit Pension Liabilities

y  Less: Negative Balances of reserve accounts

z  Less: Other Deductions 450,000,000 250,000,000.00

Adjustments under Pillar Il

SRP 6.4a(1) Less:Shortfall in Provision(6.4a1)

SRP 6.4a(2) Less: Loans and Facilities extended to related parties and restricted lending

Additional Tier 1(AT 1)

a Perpetual Non Cumulative Preference Share Capital

b Perpetual Debt Instruments

¢ Stock Premium
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Amount in full figure

(B) Supplementary Capital (Tier 2) 11,161,692,759.66 10,788,952,462

Cumulative and/or Redeemable Preference Share
Subordinated Term Debt 6,841,669,408 7,440,549,717.00

Hybrid Capital Instruments

a
b
c
d Stock Premium
e
f

General Loan Loss Provision 3,385,764,519 3,317,039,302.21
Exchange Equalization Reserve 30,952,180 27,603,442.91
g Investment Adjustment Reserve 3,760,000 3,760,000.00
h  Accrued Interest Receivable on pass loan included in Regulatory Reserve 571,773,865
i Interest Capitalized Reserve included in Regulatory Reserve 327,772,788
j Other Reserves
Total Capital Fund (Tier | and Tier Il) 38,003,323,970.51 36,383,737,255.83
1.3 CAPITAL ADEQUACY RATIOS Current Year End  Previous Year End
Common Equity Tier 1 Capital to Total Risk Weighted Exposures (After Bank's adjustments of 8.83% 8.70%
Pillar I1)
Tier 1 Capital to Total Risk Weighted Exposures(After Bank's adjustments of Pillar II) 8.83% 8.70%
Tier 1and Tier 2 Capital to Total Risk Weighted Exposures(After Bank's adjustments of Pillar I1) 12.50% 12.37%
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Risk Weighted Exposure for Operational Risk
At the year end of Ashadh, 2082

Particulars

Net Interest Income

2078/079

6.180,288,091.32

Fiscal Year

2079/080

10,257,916,549.75

Amount in full figure

2080/081

11,890,893,920.00

2 Commission and Discount Income 1,376,883,667.72 1,678,823,862.10 2,008,143,133.23
3 Other Operating Income 223,924,257.82 214,561,632.38 352,635,437.34
4 Exchange Fluctuation Income 249,466,833.08 281,258,914.56 384,547,413.81
5 Addition/Deduction in Interest Suspense during the period 11,613,842.24 753,309,197.45 1,5631,922,468.00
6 Gross income (a) 8,042,177,692.18  13,185,870,156.24  16,169,042,372.38
7 Alfa(b) 15% 15% 15%
8 Fixed Percentage of Gross Income [c=(axb)] 1,206,326,653.83 1,977,880,523.44  2,425,356,355.86
9 Capital Requirement for operational risk (d)(average of c) 1,869,854,511.04

10 Risk Weight (reciprocal of capital requirement of 11%) in times(e) 9.09

1 Equivalent Risk Weight Exposure [f=(dxe)] 16,996,977,505.35

SRP 6.4a (8) Adjustments under Pillar Il (If Gross Income for the last three years is negative)

1

Total Credit and Investment (net of Specific Provision) of releted
month

Capital Requirement for Operational Risk (5% of net credit and

2 investment) )
3 Risk Weight (reciprocal of capital requirement of 11%) in times 9.09
4 Equivalent Risk Weight Exposure (g) -
5  Equivalent Risk Weight Exposure [h=f+g] 16,996,977,505.35
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Risk Weighted Exposure for Market Risk
At the year end of Ashadh, 2082

Amount in full figure

Relevant Open

Currency Open Position (FCY) Exchange Rate Open Position (Rs.) B~

1 INR (196,903,745.82) 1.60 (315,045,993) 315,045,993

2 USD 125,710.09 137.55 17,291,423 17,291,423

3 GBP (35,002.99) 184.14 (6,445,450) 6,445,450

4 EUR (33,307.33) 159.72 (5,319,846) 5,319,846

5 THB (151,669.24) 4.23 (641,561) 641,561

6 CHF (3,415.86) 171.57 (586,059) 586,059

7 AUD (16,769.83) 89.72 (1,504,589) 1,504,589

8 CAD (17,790.13) 100.27 (1,783,816) 1,783,816

9 SGD (34,812.91) 107.04 (3,726,374) 3,726,374

10 JPY (5,651,733.97) 0.92 (5,199,595) 5,199,595

n HKD (2086,839.75) 17.52 (3,623,832) 3,623,832

12 DKK - 21.40 - -

13 SEK (12,618.55) 14.16 (178,679) 178,679

14 SAR (142,144.68) 36.68 (5,213,867) 5,213,867

15  O0AR (50,074.70) 37.84 (1,894,827) 1,894,827

16 AED (67,566.89) 37.46 (2,531,056) 2,531,056

17 MYR (49,675.23) 32.36 (1,607,490) 1,607,490

18 KRW (4,018,419.10) 0.10 (401,842) 401,842

19 CNY (71,457.22) 19.16 (1,369,120) 1,369,120

20  KWD (5,776.25) 449.73 (2,597,754) 2,597,754

21 BHD (1,082.01) 364.86 (394,783) 394,783

22 - -

23 - -

(a) Total Open Position (342,775,111) 377,357,957
(b) Fixed Percentage 5%
(c) Capital Charge for Market Risk (=axb) 18,867,898
(d) Risk Weight (reciprocal of capital requirement of 11%) in times 9.09
(e) Equivalent Risk Weight Exposure (=cxd) 171,509,191
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ACHARYA SUMAN ASSOCIATES

CHARTERED ACCOUNTANTS I

INDEPENDENT AUDITOR'S REPORT
To the Shareholder of Prabhu Capital Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Prabhu Capital Limited (hereafter referred
as “the company”), which comprise the statement of financial position as at 32 Ashad,
2082, and the statement of profit or loss, the statement of Other Comprehensive
Income, statement of changes in equity and statement of cash flows for the year then
ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at 32 Ashad, 2082, and its financial
performance and its cash flows for the year then ended in accordance with Nepal
Financial Reporting Standard (NFRS).

Basis of Opinion

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

Key Audit Matters

Key Audit Matters are those matters that, in our professional judgement, were of most
significance in our audit of Financial Statements of current period. These matters were
addressed in the context of our audit of the Financial Statement as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these
matters.

We have determined the matters described below to be the key audit matters to be
communicated in our report.

S.N. Key Audit Matters
a) Investment Valuation

Auditor's Response
| We tested the design implementation

and

Impairment
Investment of the company comprises
of quoted and unquoted ordinary

and operating effectiveness of key
controls over valuation process of
investments.

shares of various companies,
government bonds, fixed deposits in | Test of details for actively traded
various banks and financial | equity shares are performed by us to

institutions, debentures. The valuation
of the aforementioned securities has
been done in compliance with NFRS 9.
The investment in the equity share,
government bonds, fixed deposits,

debenture and preference shares have |

determine the correctness of valuation
of shares and recognition of profit/loss
| on transaction.

Firm No.: 586

VAT No.: 603780642

B +977-9851310013

E ca.aacharyasuman@gmail.com

ﬂ Kathmandu, Nepal
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been valued at Fair Value through
Profit or Loss Account (FVTPL), Fair
Value through other Comprehensive
Income (FVTOCI) or Amortized Cost.
The valuation of the investment
requires special attention and further
|in view of the significance of the
amount of the investment in the
financial statement the same has been
considered as Key Audit Matters in our
audit.
b) Revenue Recognition Our  audit procedures included
Revenue comprises of Income from | following procedures:
Merchant Banking Activities, Income
from Mutual Fund Operations, Interest | » Evaluation of internal control
Income, Other Income and Net activities over revenue recognition
gain/(loss) on financial investment- and testing of key controls.
FVTPL. The Company's most significant » Analysis of significant  sales
revenue stream is Net Gain/(loss) on contracts to verify correct NFRS
financial investment-FVTPL. Revenue accounting treatment.
from the sale of goods is recognized in | » Testing timeliness of revenue
the income statement when the recognition by comparing individual
significant risks and rewards of | sales transactions to delivery
ownership have been transferred to documents and by checking
| the buyer, This normally means when significant credit notes issued after
a product has been delivered to the year-end.
customer in accordance with agreed @ » Analysis of revenue transactions
delivery terms. Revenue from the sale using computer-aided audit and
of services is recognized when the data analysis techniques.
| service is rendered to the customer, » Testing of accounts receivables by
The risk for revenue being recognized requestlnf; sentmetonEiiram the
in an incorrect period presents a key company’s: customars = and ; by
) 4 : reconciling cash payments received
audit matter due to the financial after the year end against the
significance and nature of net sales in :
| the Aaancal haterents. account receivable balances
L at the year end.

Other Information

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

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

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

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with Nepal Financial Reporting Standards, 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
Company’s ability to continue as going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management

H
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either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

= Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal
control.

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

» Conclude on the appropriateness of the 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 company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in
our auditor’'s report to the related disclosures in the financial statements or, if
such disclosures are 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 company to cease to
continue as a going concern; and

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

Report on Other Legal and Regulatory Requirements

We have determined to communicate following matters in accordance with the

requirements of Securities Act 2063, Company's Act 2063 and other regulatory

requirements:

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

b) The financial statements which include statement of financial position as at Ashad
32, 2082, the statement of profit or loss, statement of other comprehensive
income, statement of cash flows, statement of changes in equity for the year

\
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then ended, a summary of significant accounting policies and notes to the
financial statements are in agreement with the books of accounts maintained by
the company and proper books of account as required by the law have been kept.

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

d) We did not come across any fraudulent cases causing fundamental effect relating
to accounts of the Company.

CA. Suman Acharya
Acharya Suman Associates,
Chartered Accountants

Place: Kathmandu
Date: 2082.05.18
UDIN: 250903CA00872Rtz6Y
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Prabhu Capital Limited
Statement of Financial Position

As on 32 Ashad 2082
Amount in Rs.
Particulars Note Ashad 2082 Ashad 2081

Assets

Cash and Cash Equivalents 4.1 165,779,810 113,109,003
Financial Investments - FVT PL 4.2 692,160,277 618,069,626
Financial Investments - FVT OClI 4.3 1,012,958,500 312,727,295
Financial Investments - Amortized Cost 4.4 272,500,000 112,500,000
Other Financial Assets 4.5 204,979,607 523,727,872
Other Assets 4.6 2,762,362 1,788,135
Property & Equipment 4.7 797,307,263 47,335,910
Intangible Assets 4.8 27,951,766 29,272,578
Current Tax Assets 4.9 20,387,514 13,264,161
Deferred Tax Assets 4.10 - 2,220,812
Total Assets 3,196,787,098 1,774,015,392
Liabilities

Due to Public 411 847,644,253 373,766,299
Other Financial Liabilities 4.12 577,159,482 77,278,514
Current Tax Liabilities 4.9 - -
Deferred Tax Liabilities 4.10 120,173,888 -
Other Provisions 4.13 26,408,335 16,727,646
Total Liabilities 1,5671,385,958 467,772,459
Equity

Share Capital 4.4 1,200,000,000 1,200,000,000
Share Premium - -
Reserves & Surplus 4.15 425,401,140 106,242,932
Total Equity 1,625,401,140 1,306,242,932
Total Liabilities and Equity 3,196,787,098 1,774,015,392

Ram Bahadur Pandey
Chairman

Lochan Koirala
Independent Director

Anesh Shrestha
Chief Financial Officer

Date: 18 Bhadra 2082
Place: Kathmandu

Bikash Sharma Guragain
Director

Binamra Silwal
Independent Director

Aasis Gauchan
Managing Director

As per our report of even date,
Shashi Kala Aryal

Director

Hemanta Pathak
Independent Director

FCA Suman Acharya
Acharya Suman Associates,
Chartered Accountants
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Prabhu Capital Limited

Statement of Profit or Loss

For the Year 1Shrawan 2081 to 32 Ashad 2082

Amountin Rs.

Particulars Note Ashad 2082 Ashad 2081

Income

Income from Merchant Banking Activities 4.16 106,383,308 72,648,075
Income from Mutual Fund 4.17 48,288,423 40,413,545
Income from SIF 2,500,000 -
Interest Income 4.18 6,099,438 55,352,710
Non-Operating Income 4.19 35,220,484 14,008,369
Net gain/(loss) on Investments- FVTPL 4.20 143,804,447 57,503,431
Total Income 342,296,100 239,926,130
Expenses

HR Expenses 4.21 (45,471,748) (39,154,888)
Interest Expenses 4.22 (21,990,820) (7,388,632)
Amortization of Intangible Assets 4.8 (1,605,571) (1,517,709)
Depreciation on Property and Equipment 4.7 (8,499,979) (9,385,857)
Operational Expenses 4.23 (28,924,501) (18,413,602)
Administrative Expenses 4.24 (28,838,267) (19,091,287)
Total Expenses (135,330,886) (94,951,974)
Profit from Operations 206,965,214 144,974,156
Staff Bonus (20,696,521) (14,497,416)
Profit Before Tax 186,268,693 130,476,740
Income Tax (Expense)/ Income 4.25 (41,087,511) (39,384,454)
Net Profit For the Year 145,181,182 91,092,286

Prabhu Capital Limited

Statement of Other Comprehensive Income
For the Year 1 Shrawan 2081 to 32 Ashad 2082

Amountin Rs.

Particulars Ashad 2082 Ashad 2081

Profit for the year 145,181,182 91,092,286
Gain/(Loss) on remeasurement of Financial Assets

Actuarial Gain/(Loss) on Defined Benefit Plan (5,042,556) (366,568)
Net gain/(loss) on Investments- FVTPL 379,896,955 -
Other Comprehensive Income /(Loss) before tax 374,854,399 (366,568)
Income tax Income /(Expense) on OCl items (112,456,320) 109,970
Other Comprehensive Income /(Loss) net of tax 262,398,079 (256,598)
Total Comprehensive Income for the year 407,579,261 90,835,688

Ram Bahadur Pandey
Chairman

Lochan Koirala
Independent Director

Anesh Shrestha
Chief Financial Officer

Date: 18 Bhadra 2082
Place: Kathmandu

2R/ wy S fafaee

Bikash Sharma Guragain
Director

Binamra Silwal
Independent Director

Aasis Gauchan
Managing Director

As per our report of even date,

Shashi Kala Aryal
Director

Hemanta Pathak
Independent Director

FCA Suman Acharya

Acharya Suman Associates,

Chartered Accountants
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Prabhu Capital Limited

Statement of Changes In Equity
For the Year 1Shrawan 2081to 32 Ashad 2082

Amount in Rs.

haocapta LSl o PO e O sharhaders
Funds

Balance as at 31 Ashad 2080 1,200,000,000 83,563,793 9,013,791 - (1,380,740) - 1,291,196,844
Issue of Share Capital - - - - - - -
Dividend Declared & Paid - (75,789,600) - - - - (75,789,600)
Total Comprehensive income for the year - 91,092,286 - - (256,598) - 90,835,688
Transfer to General Reserve - (9,109,229) 9,109,229 - - - -
CSR Reserve Created - (910,923) - - 910,923 -
CSR Expenses During The Year - 522,957 - - (522,957) -
Transfers during the year - - - - - - -
Balance as at 31 Ashad 2081 1,200,000,000 89,369,285 18,123,019 - (1,637,337) 387,966 1,306,242,932
Issue of Share Capital - - - - - -
Dividend Declared & Paid - (88,421,053) - - - (88,421,053)
Total Comprehensive income for the year - 145,181,182 - 265,927,868 (3,529,789) - 407,579,261
Transfer to General Reserve - (14,518,118) 14,518,118 - - -
CSR Reserve Created - (1,451,812) - - 1,451,812 -
CSR Expenses During The Year - 387,966 - - (387,966) -
Transfers during the year - - - - - -
Balance as at 32 Ashad 2082 1,200,000,000 130,547,449 32,641,138 265,927,868 (5,167,126) 1,451,812 1,625,401,140

Ram Bahadur Pandey
Chairman

Lochan Koirala
Independent Director

Anesh Shrestha
Chief Financial Officer

Date: 18 Bhadra 2082
Place: Kathmandu

Bikash Sharma Guragain
Director

Binamra Silwal
Independent Director

Aasis Gauchan
Managing Director

As per our report of even date,

Shashi Kala Aryal
Director

Hemanta Pathak
Independent Director

FCA Suman Acharya
Acharya Suman Associates,
Chartered Accountants

¥ 3t arffer yfqaeT / 233



<> praBhu Bank

Prabhu Capital Limited

Statement of Cash Flows
For the Year 1Shrawan 2081 to 32 Ashad 2082

Amountin Rs.

Particulars Ashad 2082 Ashad 2081

(a) Cash Flow from Operating Activities 889,456,393 (169,008,899)
1. Cash Received from Income 274,486,966 210,811,691
1.1Income from Merchant Banking 106,383,308 72,648,075

1.2 Income from Investment Banking 146,314,945 75,678,003

1.3 Interest Income 6,099,438 55,352,710

1.4 Other Income 15,689,275 7.132,904

2. Cash Payment (156,819,523) (99,665,050)
2.1Personnel Expenses (50,514,304) (39,604,956)

2.2 Operational Expenses (28,924,501) (18,413,602)

2.2 Administrative Expenses (28,838,267) (19,007,787)

2.3 Interest Expenses (17,393,320) (1,585,496)

2.4 Income Tax (Expense)/Income (31,149,130) (21,053,210)
Cash Flow before changes in Working Capital 117,667,443 111,146,641
(Increase)/Decrease in Current Assets 322,557,700 (253,977,229)
1.(Increase)/Decrease in Financial Investments- FVT PL (15,389,862) (126,407,912)
2.(Increase)/Decrease in Other Financial Assets 346,045,142 (133,974,214)
3.(Increase)/Decrease in Other Assets (8,097,580) 6,404,897
Increase/(Decrease) in Current Liabilities 449,231,250 (26,178,311)
1. Increase/(Decrease) in Public Dues 473,877,953 (8,420,141)
2. Increase/(Decrease) in Other Financial Liabilities (13.630,871) (5,221,142)
3. Increase/(Decrease) in Other Provision (11,015,832) (12,537,029)
(b) Cash Flow from Investment Activities (1,270,984,717) 480,765,660
1.(Increase)/Decrease in HTM Investment (160,000,000) 517,500,000
2.(Increase)/Decrease in Financial Investments - FVT OClI (320,334,250) (36,466,195)
3. Purchase of Fixed Assets (790,650,467) (1,494,626)
4. Proceeds from sale of Fixed Assets - 1,226,480
(c) Cash Flow from Financing Activities 434,199,132 (267,036,939)
1. Increase/(Decrease) in Share Capital - -
2. Share Premium - -
3. Payment of Dividend (88,421,053) (75,789,600)
4. Borrowing 522,620,185 (191,247,339)
(d) Net increase/(decrease) in cash and cash equivalents 52,670,807 44,719,822
(e) Cash and cash equivalents at the beginning of the year 113,109,003 68,389,181
(f) Cash and cash equivalents at the end of the year 165,779,810 113,109,003

As per our report of even date,

Ram Bahadur Pandey
Chairman

Lochan Koirala
Independent Director

Anesh Shrestha
Chief Financial Officer

Date: 18 Bhadra 2082
Place: Kathmandu

2% / Wy e fafaes

Bikash Sharma Guragain
Binamra Silwal
Independent Director

Aasis Gauchan
Managing Director

Shashi Kala Aryal
Director Director

Hemanta Pathak
Independent Director

FCA Suman Acharya

Acharya Suman Associates,
Chartered Accountants
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%\ Crowe B.K. AGRAWAL & CO.
Saraswati Vatika

122 Pannahiti Marg, Sifal - Ward No. 7
P.O. Box 3761, Kathmandu, Nepal.
T +977-1-45818E5, 4567694, 4567568
E: bkag@crowe.com.np
) W: www.crowe.com/np
Independent Auditors’ Report

to the Members' of
Prabhu Stock N_!arket Limited

Opinion

We have audited the accompanying Financial Statements of M/s Prabhu stock Market Limited (hereinafter
referred to as 'the Company’) which comprise the Statement of Financial Position as at Ashad 32, 2082
(July 16, 2025), and the Statement of Profit or Loss, Statement of Total Comprehensive Income, Statement
of Changes in Equity and Statement of Cash Flows attached thereto, for the year then ended and notes to
the Financial Statements, including a summary of Significant Accounting Policies and other Explanatory
Notes & information.

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid Financial Statements read together with Notes forming part of the Financial Statement give the
information required by the provisions of Nepal Companies Act, 2063, as amended (‘the Act’) in the
manner so required and, give a true and fair view in conformity with the Nepal Financial Reporting
Standards (NFRS), of the state of affairs of the Company as at Ashad 32, 2082 (July 16, 2025), its Profit
including its Other Comprehensive Income, Cash Flows and the Changes in Equity for the year ended on
that date.

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities
under those Standards are further described in the Auditors' Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Entity in accordance with the ICAN's
Handbook of Code of Ethics for Professional Accountants together with the ethical requirements that are
relevant to our audit of the financial statements, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the ICAN's Handbook of Code of Ethics for Professional
Accountants. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

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

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Generally Accepted Accounting Principles, 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 Company'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 to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process.

Auditors’ Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors' 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 exisls.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate
they could reasonably be expected to influence the economic decision of users taken on the basis pEiesg
financial statements. 7

responsible or Rable for any acts or u'!issimsulc'lvw Global or any other mamber of Crowe Global, Crowe Global does not have an ownership or partne-ship interast in B I<. 3
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B.K. Agrawal & Co.
Chartered Accountants

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

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

«  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are apprepriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

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

¢ Conclude on the appropriateness of Management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditors' 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 auditors' report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

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.

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

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

ii. In our opinion, proper books of account as required by law have been kept by the Company so far
as appears from our examination of such books;

ii. Inour opinion, the Statement of Financial Position, Statement of Profit or Loss, Statement of Other
Comprehensive Income, Statement of Cash Flows and Statement of Changes in Equity attached
thereto, for the year then ended and notes to the Financial Statements, including a summary of
Significant Accounting Policies and other Explanatory Notes & information dealt with by this report
are in compliance with the provisions of the Companies Act, 2063, and are in agreement with the
books of account maintained by the company;

iv. In our opinion, so far as appeared from our examination of the books, the business of the
Company has been conducted satisfactorily; and

v. To the best of our information and according to the explanations given to us and from our
examination of the books of accounts of the Company necessary for the purposes of the audit, we
have not come across cases where the Board of Directors or any employees of the Company have
acted contrary to legal provisions relating to accounts, or committed any misappropriation or
caused loss or damage to the company or committed any accounting frauds in the company.

FK Snvawo—="

P.K. Swarnkar, FCA

Partner
Kathmandu For: B.K. Agrawal & Co.
Date: 2082.05.13 Chartered Accountants

UDIN: 250831CA00103BdaxU
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Statement of Financial Position

As on Ashad 32, 2082 (July 16, 2025)
As on Ashad 32,2082 As on Ashad 31, 2081

Amount in Rs.

Particulars Schedules ; 1v16,2025)(Rs.)  (July 15, 2024) (Rs.)

Assets:

Non Current Assets:

Fixed Assets:

Net Block of Property Plant and Equipments 1 10,640,879.67 10,650,841.18

ROU Asset 1A 24,707,050.89 41,504,946.40

Investments 2 40,000,000.00 190,000,000.00

Deferred Tax Asset 1,154,612.10 674,569.53

Total Non-Current Assets 76,502,542.66 242,830,357.11

Current Assets:

Financial Assets:

Sundry Debtors 3 306,846,925.54 1,003,437.28

Cash & Bank Balances 4 3,158,215.73 9,922,752.65

Advances & Deposits 5A 936,069.40 21,483,381.00
310,941,210.67 32,409,570.93

Non-Financial Assets:

Income Tax Assets 5B 3,378,747.05 1,603,074.04

3,378,747.05 1,603,074.04

Total Current Assets 314,319,957.72 34,012,644.97

Total Assets 390,822,500.38 276,843,002.08

Equity & Liabilities:

Equity:

Shareholders’ Fund:

Share Capital 200,000,000.00 200,000,000.00

Other Equity & Reserves 7 34,733,213.60 30,487,474.00

Total Equity 234,733,213.60 230,487,474.00

Liabilities:

Non Current Liabilities

Non Current Lease Liability 8 27,290,359.04 42,082,874.46

Deferred Tax Liability - -
27,290,359.04 42,082,874.46

Current Liabilities:

Current Lease Liability 8 2,357,295.51 2,103,717.03

Bank Borrowings 9 12,981,188.03 -

Trade, Other Payable and Provision 10 113,460,444.20 2,168,936.59
128,798,927.74 4,272,653.62

Total Liabilities 156,089,286.78 46,355,528.08

Total Equity & Liabilities 390,822,500.38 276,843,002.08

Significant Accounting Policies & 18

Notes to the Accounts

For & on behalf of the Board

Chief Executive Officer

Director

Place : Kathmandu
Date: 2082/05/13

Chairman

Director

As per our report of even date,

P.K. Swarnkar, FCA

Partner

B.K. Agrawal & Co.
Chartered Accountants
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Prabhu Stock Market Limited

Statement of Profit or Loss
For the year ended Ashad 32, 2082 (July 16, 2025)
Year ended

Ashad 32, 2082
(July 16, 2025) (Rs.)

AmountinRs.
Year ended
Ashad 31, 2081
(July 15, 2024)(Rs.)

Schedules

Particulars

Revenue from Operations:

Income from Services 11 27,237,902.53 7,258.22
Other Income 12 6,528,473.18 15,893,066.89
Total Revenue 33,766,375.71 15,900,325.11
Less: Expenditure

Cost of Service 13 10,554,735.97 3,236,495.21
Administrative Expenses 14 7.498,167.05 2,975,095.18
Depreciation and Amortization 15 4,869,920.21 5,352,030.66
Finance Cost 16 3,868,571.35 3,973,984.38
Total Expenditure 26,791,394.58 15,5637,605.43
Profit Before Bonus, CSR & Settlement Provision 6,974,981.13 362,719.68
Bonus (634,089.19) -
Corporate Social Responsibility (69,749.81) (3,627.20)
Settlement Guranatee Fund Expenses (38,394.10) (1,813.60)
Profit before Tax 6,232,748.03 357,278.88
Less:

Income Tax (2,467,051.00) (817,613.00)
Deferred Tax(Expense)/Income 480,042.57 674,569.53
Net Profit / (Loss) after Tax 4,245,739.60 214,235.41
Basic Earning Per Share (Basic EPS) 17 2.12 0.1
Diluted Earning Per Share (Diluted EPS) 2.12 0.Mm
Significant Accounting Policies & 18

Notes to the Accounts

Prabhu Stock Market Limited

Statement of Changes in Equity
For the year ended Ashad 32, 2082 (July 16, 2025)

Amount in Rs.

General Reserve* Net Worth

Share Capital

Retained Earnings

Particulars

(Rs.)

(Rs.)

(Rs.)

(Rs.)

Opening Balance 200,000,000.00 21,423.54 30,466,050.46 230,487,474.00
Prior Period Items - - - -
Change in Accounting Policies - - - -
Balance as at Ashad 31, 2081 200,000,000.00 21,423.54 30,466,050.46 230,487,474.00
Surplus on revaluation of Properties - - - -
Net profit for the period (After Tax) - - 4,245,739.60 4,245,739.60
Transfer to Other Reserve & Surplus - 424,573.96 (424,573.96) -
Dividend Distribution - - -
Issued & Paid Up Share Capital - - - -
Balance as at Ashad 32, 2082 200,000,000.00 445,997.50 34,287,216.10 234,733,213.60
For & on behalf of the Board As per our report of even date,
Chief Executive Officer Chairman P.K. Swarnkar, FCA
Partner
Director Director B.K. Agrawal & Co.

Place : Kathmandu Chartered Accountants

Date: 2082/05/13
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Prabhu Stock Market Limited

Statement of Cash Flows
For the year ended Ashad 32, 2082 (July 16, 2025) Amount in Rs.

Year ended Year ended
Ashad 32, 2082 Ashad 31, 2081

Particul Schedul
articulars cheduies — (July 16, 2025) (July 15, 2024)

(Rs.) (Rs.)

A. Cash Flow From Operating Activities:

Net Profit/(Loss) for the Year 6,232,748.03 357,278.88

Adjustment for :

Add: Depreciation and Amotrization 4,869,920.21 5,352,030.66
Add:Finance Cost 3,868,571.35 3,829,984.38
Cash Flow before changes in Working Capital 14,971,239.59 9,639,293.92

Changes in Working Capital:

Decrease/(Increase)in Sundry Debtors (305,843,488.26) (1,003,437.28)
Decrease/(Increase)in Advances & Deposits 20,547,311.60 (21,483,381.00)
Sundry Creditors & Other Payables 111,291,507.62 2,123,736.59
Net Cash Flow From Operation (159,033,429.45) (10,823,787.77)
Less: Tax paid (4,242,724.01) (3.172,571.05)
Net Cash Flow From Operating Activities (163,276,153.46) (13,996,358.82)

B. Cash Flow From Investing Activities:

Fixed Assets Purchase (768,246.89) (11,391,211.13)
Purchase of Investments - (3,000,000.00)
Sale of Investments 160,000,000.00 -
Net Cash Flow From Investing Activities 149,231,753.11 (14,391,211.13)

C. Cash Flow From Financing Activities;

Payment of Actual Rents (4,920,000.00) (5,760,000.00)
Payment of Actual Interest (781,324.80) -
Increase/(Decrease)in loan 12,981,188.03
Net Cash Flow From Financing Activities 7,279,863.43 (5,760,000.00)
Total Cash Flow from All Activities (A+B+C) (6,764,536.92) (34,147,569.95)
Opening Cash & Bank Balances 9,922,752.65 44,070,322.60
Closing Cash & Bank Balances 3,158,215.73 9,922,752.65
For & on behalf of the Board As per our report of even date,
Chief Executive Officer Chairman P.K. Swarnkar, FCA
Partner
Director Director B.K. Agrawal & Co.

Place : Kathmandu Chartered Accountants

Date: 2082/05/13

¥ Y arftfer ufaaeT / 2



<> prABhU BNk

AT HRITA Addos fddazor

forem, Grefiire 039-¥¥03Y 9 TSI, GAEr 03Y-4¥90043
e 033-Y KL% /98 T, 3T R 90909309
foratre 0R3-Y%0%%¥ e, faeTr 039-%3309%
T 03 435¥09 father 03_-¥0%¥%
T2l ORY-45393% FIR (ITA) 03Y-¥Y03ER
Tl U, 0R9-YUUT ¥R/ ¥3 HoeRT 035-430% 3
ENERURITES 0R9-Y¥R¥¥ IEAGHT TR (ATAGHT)  038-YR0%%%
HTHTNT 033-4%%559 /¥%%_ YT ateter, @ers 09-%339350
AL, Fhlles 0R%-¥0% ¥ T, HE 034-¥030%5
TRl O3 -44EIR%1/%4R T, Wiers 03%-¥q005%
A (<eheeIi) 0364 2049% e, A 039-45034R/43
ferfem OR¥-YIH9¥ ¥gFehT (GET) ORY-4%R803/03 /0¥
BIATTET, AT 03%-¥9305Y FART (gAE) ORY -4 003E, ORY-YY0093
fetft, ferreme 039-433E’Y ST (FISTRR) 09-§339353
HEHY, TATH QU¥3E3545 fafear (dgareT) 09-§339¥ 5%
CICE I 03%-4%00W% @ (dreres) R5ERI%RGR
IERICS 03 -¥R0%% IR 0RE-Y’Y ¥00
EEINES OR¥-¥Z0%%0 TRl ST (GH2T) 0R9-434 Y00
TS 0R3-¥YYROY T (%) RGYRORY O,
IATa, HILw 039-4¥9¥9%

AR, farest 049-%30%0% gfemgr (fewsn) 0R9-§29333
i, SIERYT 0¥q-439349 /435903 Hiearagr (&) 0¥q-%% 3555
Terren, FHARE = 033-430950 e (Tdee) 0] -§R003Y
T oY 3-4495%9 HersdT (Hater) 0¥§-YR{9¥Y
fofar (ferer) 033-YYOWRY SIS (FeATer) O¥E-Y L RTY
AT 0¥ ¥-YR05 Y /9% AT (HeAiel) 0¥S-L Y0¥
TR’ 033-4%{%05 /Ao fostie, dffursst 0Yq-43390%
TsTfarrsT 03|-433¥q5 TeeT ({Ee) OYY-YEHO¥Y,
g (wte) 0%5-4 30539 TR (4T 023430399
frerere OY3-% YO /I AT, AR 0¥ ¥-Y Y508y

IKy oYY -439003 e (Feter) 909093045
T 04 3-4R0¥3 fatzaTr (ergm) 0¥9-¥39009 /0%
gieam 0%%¥-Y 10800 RISEEARE I 0%%-YR003
TEFFER OYY-4 ¥ 059y, e (daAtaD) 0¥%-430300/34¥
THSHT (HERT) 0¥¥-533q35



HTSHIUET

AfAAYE, STTIATEd
g

TS (FE)
3rerar (fEne)
AT

FIETA

IS

et

RN GRIERIEED)
STTer

Fauret

HITASSIR, SAfTagL

<> prABhU BNk

09-¥955Y00
09-Y433’UY
09-¥%1 094
OY&R-433UR%
0¥ R-¥q5 ¥V
099-%%0R ¥%
09-¥¥2595
09-¥¥R5R%
O4%-4%300%
09-%%qR35%
09-¥q94\940%
09-¥%9¥R9%
09-44’35¢
09-44R%O¥
09-435L ¥
09-¥RU 5%k
09-4R95R0%
09-¥35%00%
09-¥393¥ ¥R
090-434005
09-4RYIR¥3
O4%-450%¥¥3
09-%94RIN
09-%%313R
09-¥%¥%03%0
O9-4R¥ IR/ UR¥R93
OYR-4 34U
O %-% 31 0%
090-¥q4OR
09-¥Y ¥Y 50
09-¥Rq9%¥ 3
09-*0RFRR
09-Y4K0¥LY
OYB-YRETER
09-¥¥%Rocl /o%
09-¥\_3%RV/%g
090-¥03055
090-¥9¥0X¥¥

0Y%-¥0Y 0V

SffEme
AR

N>

090-%¥9%0%q
09-¥ ¥ ¥R3ILY
09-4333¥ 0L /43II3L0Y
09-4R0¥99¥ /194
090-4%953%
09-¥3834q
09-¥T3L0Y
09-¥R&RRY0
09-¥R33949
09-%L0OYRER

094U ¥¥E3IR
09-¥3Y,050%
09-¥%005%3
099-¥5’R4s
099-¥2%9%%
09-¥4%503q/¥U5¥ 95
09-¥399R Y 9
09-%94%9%9

0%W_Y 30630
09-¥39339Y

09-¥RR 0%
090-4%¥9050
O¥5-{¥0R3Y

09-¥ 03633

09-¥ ¥RV
09-¥YIYIVe/ WYY
09-¥393=

09- ¥3339%0
09-%%3%930
09-¥¥YO0R%R
09-¥55i4¥0/09-¥55q4 ¥q
OY%-45330% /0% /05
09-49590% 5
OF-4RORIIU /3%
09-1RTU%R3
0%¥-¥q030%
09-¥0oRUT5q /5%
09-0¥¥31%%
0%Y-¥90930/39

09 -429395R / 09 -4293559

¥ 3 arffer ufqaeT / 232



g <k, T

23R / Wy ¥ fafnee

09-%x]R¥03%0
R5¥9%154
09-4R99R ¥R/ ¥3
OY&-Y U ¥\90 /YR Y 330
04%-¥20%%0 /%9
099-¥%09Rg
099-¥ ¥ 04 3%
0¥9-¥q305Y
0%%-¥q0009,/0%
0%¥R-¥000%%
099-¥999%¥

0¥ %R 339
0Y-¥9¥ 033
OY%-440903
099-%%09RY

oY 9-42039¥
09-%R9¥ 50
09%-%50309
0Y%-¥0q0%0

0%9-433%9¥%

0% -4%¥503/ 0%
O%9-4R3IRRY
0%5-¥q0083
0%5-4RR%30
095 -1 ¥q03
0%%-¥¥000Y,
0%5-%R00\%
0%R-4R104R

0% ¥-¥3Q¥ 0%
0%%-¥¥000Y,
0%5-¥4090/99/9%
0%3-¥¥0W0g
0%9-¥% 933
0%%-4R{OR
O%Y-YL ¥O¥TT
0%9-¥R9R13
0%9-¥3R49%

<> praBhu Bank

AT
g, Ferda
Rrchel, TehaT

RGN, AT

ATheASR!, HTSHTIST

gerreT
AT, |

099-¥’50%9
OYB-¥q9R Y35 /URR
OY%-¥q3q0%
0Y9-¥q00\%
09%¥-39R Y53
LLYEIRY
09-%3R9359

09-495%%40, 09-495%%4R

09-¥593039
09-49¥%¥ ¥
09-%%9%0% /%%933¥3
09-1990%45
09-YR093¥0/3¥q /3¥R
09-¥99 %2 ¥ ¥
09-%%3IR¥ES
09-¥¥QVYU3
09-493¥3LY /&Y
09-4R93%35
09-¥UTLTRI/ ¥LTRURY

O%L-¥¥IUR
0%E-¥ ¥ 0959
0%9-%xR050V
0%5-%R004%
0%5-%R0059
{090939'%¢
0%5-%30%¥ 9
R809093q9¢
0%5-%R009R
RE0F0939ER
0%5-%R00R Y
0%5-%R00%R
0%5-%30099
0% ¥-%R0043
0%9-KROSRR
0%5-%R0055
0%5-%0093
0%5-%RORR5



ST, AT hTEh!

0%¥-¥000Y 0
0%9-¥q00%0
0%q-%R093¥

1%3005 /008
O%q-L¥IRLIR

0%9-43R59 /43U

0%Y-450%29 /43
0%¥-¥30099
0%%-420003
085-Y ¥,/ ¥ 5

RT¥TRULZ0]

ON-L¥I¥ RS
05q-4R9%0q
O\ -4 XRI9Y
05 ¥-¥99 /&R
O\ -4 RIRI
O]-% W33
0L LIV
0N -1 ¥99N
05 R-4R4%Rs
05R-4535%
095 _Y 50RO
0V5-¥000qY
0V5_Y 30099
0V_¥303%9
05q-4¥3035
OWR-{ROUYR
ON-U50RRY¥
0\WR_¥q00% 9

05%-¥3J0Y 90 /Y%
05 3-URYIR%
{0909333Y
05q-%R¥¥ ¥
153-5%0909
RE¥qR0VsRs

059y R090Y,

<> prABhU BNk

T, TeTeiish
AT
fomre, g

ATeTelIeh, QT Hehl

FISTIET, ATTIF

I, EdTE
TS, e

fe, s

Rmfig, s

&gy, Taer
AR, At
TersTET, shfucieeg
A, AT

TR, HiTeTaeg
difergar

PEL AR
ferars, et
ST, F<RT
TR, SR
SATERT, Tt
steTet, afdar
feRTeT, STatETt
BIARIE, T[eHT
AR, SrEET
foraqy, sfoererg
v, T
fergam, wgg

AR, G

sTSfawarie, o ufvem

g, oA dfvaT
AT, & e
HIHAT

T, T
STeeRie ()

0%1-4Rq05%
085-¥90090
ORY-LIR¥ ¥ 5
0%q-4%4550
09-%3R0¥ 53
R9090939%0
0%9-%R9%\%Y
RUEYR195
Q5 ¥\ VR3VY
RTLI3URIR
RGLRIRILY

055-¥q304 %
0% -¥R003Y, /3%
RGY W03 BV
05R-1¥05cq
09%_Y ¥OYZO
OR-Y50W38/ 35
¥99059/5R
0T%-¥¥03q9
0¥]-%09909/90%
09q-¥09030
085-¥92059
05¥-¥00q53
]80909339
R\90q093%R0

R ¥ NIRRT
O\%R-Y {039
0\N-¥¥0Y¥L%

]0q093303

055-¥009Y /94
]909093330
Q0909333
]B0909333%
RE¥G5RORRY
REROIERI%
RE450¥9RY

¥ 3 arffer ufqaeT / 233



<> prABhU BNk

T, raradt A
HSH, HHATSIX
S, et
TG, ST

AR, TS
HIha, STSH

TS, FHeEYL

0% ¥_YLE0Y

0%9-¥q%R0 /N

RE¥IURREY
0%9-¥0¥qR3
QUO093R3%
0%9-4L 0’
0%9-4%0%\%
ORR-YYORRY
ORU-TRAR3R
0%R-¥R003]

Cac ool di3ecy dddodl fddzor

AT, ST
et feshrge
Terg, Is™
T, ™
afedar, ST
Afteh, Sareft
afenrg, Ja<t
SR, T
ST, TeART

0%0_Y ¥qR9Y
059-%R¥RcY
R909093R¥%
RG¥_RR0%53
R909093R¥Y
0R9-%R 03K /&%
ORY-4]0RY
0%3-4R09%0
0%3-4%091%

Ttear weme FEtas, fseTr
el Fuare ferTe R

e IS e agqet Ty,
ICLACE Y

Tafoae AT STEIAT,
foaatale TEe=e FHIE

ToleaT TeTTe e, T=Ter
EYT HHTL, WBTaT
F FHEAT, THh

RGO¥ITOYUYUR
RT¥IRYIEUT
RGY¥RIUIERR

RGYRTERRRO

B E ¥ IR0
2 EEREL GRS

R59%R0%9’4/

REERTULLLS

AT HEATeA, THF

oA ulafer s, e
3T AT e

TATH WTTId HTTer
Toreat yemes wmEfeE, sam
GO R 13
ITATATT HRNT TR
THiduH AT, AR TS

RTYYHRY
AT ¥RIVLIRG
RG¥RGYURY ]
R505¥R09%Y
RERI¥RRY
RG0IRRUTT
RE¥IRLU&E
RTY¥RIZIYRE

25 ¥9R0¥

YT I JAWTART THEAT RIGE R

SfdeTa T SR
Ttear uemea SEte, T@t
AqTed HATYcA ﬁ_‘Tq', STHAU o]
TEST ATATIT HIETT, ddee
TR FOR FEiad, fdee
HIAT WTeTdiq FEITer, ddee
SR TR e

STITaR. AT HAied

STeEl H, ST

23% / Wy ¥ fafres

AR AR
REIRRIRRER
25030900
REYLIOYRIY
543X
RE¥R5T 59

RT¥YOURERY

R5RIVE5Us /

R5L999R¥ LR
R5YRR0T¥¥

STTehT Higehel dhetsT, STehYT
SR TR 132
ITEN YR e, et
HersdT Y, eter

AT AT, TeTferrsT
faermet v, TsTierrst

et AR, forer

Tafesm waia, fater

RGY¥IRRRRY
RE¥¥IIRIER
{51031 9¥L
RS Y YIRILR
R5%RR%L%05
R59%R5¥R0Y

R50¥0YOYRE/
5ERGY0YqY,

RERLIRRq%



<> prABhU BNk

TRTHAT T FrATTART T FISELEE

TRV TRUTieTeRT, TThYT RS ¥¥ 509 fare s1arerd, FTeHTEY 2549093%9R

et Ut e, SaqR 5 ¥ 99 035% TES] HIAUIA hrTerd, SHISHTIST 5 ¥q¥EYII3

gleaT TR F13eT, TAhIE 35 YYRGTY R JETARTS T&T 7 22 HIZVR (FUF) 45 ¥50933H

Tttt e sEta, 2T 25 ¥Y 30004y JETARTS T&ST 7 2R HIFV (FIT) 45 ¥I309R ¥,
FHT TR H132T, Hehd YL 5 Y¥Y 0URY 39 feryelt wTemia FRIfE REL¥0¥IRI
AP TS FT37eT, HHAR 2 5 ¥ Y 0L S ST, FHISHIST 25 ¥ 084339
AT AR TSR, HISHTIST 25 ¥RAGEYUY 3% ST, FHISHTUET 2533559

Tt SHt@T sreudTer R5Yq0¥ 8] 09 2IET HTATId AT HISHUE! SCRAREREEE
e s fammreer 3504 ¥ ¥E0R

TMUSHT TT FACTART THarad FIIEEE

ATqeTs] faodt STEudTer, T 450%%3’3Y T TR H13et QW99 9509
AT FEATA, TGS RS ¥IRRLYEY HIGTAIT AT, HTarardt 35%03Y G5
TSTear uoTe FRTEE, aTgE AGHURIVI(E TUSHT High horel, TET 58 ¥ ¥R3UI3
ST TR H3eX P HEC T SR agaE F, T 25¥40300%

AR TI FACTART TFEEAA HISEEE

oot e FEafed, Fr<d 2% 90¥5s] HTAIId ShrIier, et 25 ¥R’ 53R
HIGTITT AT, TerfeT RS¥¥GRYIR/ YL HOR R, TEH 5%9305339
AS¥ERRSS golelt o FrEfer, difetgar 2w’y Y

FUTAT JSI SFACTART THEAA FISCEE
Toreat ueme FEfe, gEd 259'4%3599

IUREA T AATTAH THEEA HISAEE

Tl TR HETAT, HeATedt N E IR
FEY, ST 25 ¥9RE%EER

Ry 3 afies fdeeT / 234



<> praBhu Bank

Notes

3% / wy % fafaee




<> prABhU BNk

www . prabhubank.cor
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People Focus

Responsible & Right

Accept and Respect
the Differences

Big Thinking

Honesty and Integrity

User friendly Service
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PRABHU BANK LIMITED
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Phone: +977 5719000, 5719001, 5719002 | Toll Free No.: 16600107777
Email: info@prabhubank.com | www.prabhubank.com
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