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Directive 16: Provisions Relating to Mobilisation of
Financial Resources

Classification: PASS
Source document: NRB_Unified_Directives_2082_Bilingual_Compiled_Directives_1-21.docx
Legal Status: Original Nepali source text prevails; English is a controlled facilitative translation.

Nepali authoritative text

o

A FOT Ghor GHIEN I

AY AY AY AY AY AY

Controlled English translation

Provisions Relating to Mobilisation of Financial Resources

Preamble

Nepali authoritative text

JY JHATC “F”, “G" T T QI SATAITIILIT GETel G T e G FHITLHT T THE S U, R0%¢ BT THT 0%
& GfUaT STeIfa QAT T QBT AR S TRIGHT © |
Controlled English translation

In exercise of the authority conferred by Section 79 of the Nepal Rastra Bank Act, 2058, the following directives are issued

in relation to financial resources mobilised by Class “A”, “B” and “C” licensed institutions.

Source Page: 134

1 Limit on Mobilisation of Financial Resources

Nepali authoritative text
(2) @ IITHT AU Tab, “@” TTHT THCIY TP ATBTY S, " TTRT THE Y TR AT HHIATATS Ahsq
HHATEHIEN G AT TR 87 |

(R) T GIHT AfHTH S TMedh “@” THTH! SASTAIIIIT GETe! SEAT QUYHID GSiIpT TGHT e TOIMEHA afqa T
(ST T AT AT PR TR g 01 Qb Rap! AThad, AT T AN HTATHT F0T IUBIUTEY) Fherd T T |

(3) TSI T afid HHUETRH T “T” T SIS SHATe STEAT qRTeH{S oiier! TG T ¢ TOTEH afiar
T (AT a1 T TS FABR TR 7 0=f WehRept AfhRy, Gue T afifT S RifieT %1 Suavrgy) oo RE 679 |

(3) T §HHT STSTATRIIT THATH SEAT Fool AHHT ST TG Teb AT qHA RFTelT TRA G519 |

(<) AT G GherT ST ST T GRS T AT S STeolel! QAT ST Leh! UYHS JSiielTs STTEMR ATHS |

Controlled English translation

(1) No limit on deposit mobilisation shall apply to Class “A” commercial banks, national-level Class “B” development banks
and national-level Class “C” finance companies.

(2) A Class “B” licensed institution other than a national-level development bank may mobilise financial resources up to

twenty times its Tier 1 capital. For this purpose, financial resources include all forms of deposits accepted with or without
interest, borrowings and various types of debt instruments.
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(3) A Class “C” licensed institution other than a national-level finance company may mobilise financial resources up to
fifteen times its Tier 1 capital. For this purpose, financial resources include all forms of deposits accepted with or without
interest, borrowings and various types of debt instruments.

(4) In the case of borrowings, a licensed institution may mobilise an amount up to one-fourth of its total deposit liabilities.

(5) For monitoring the limit on financial-resource mobilisation, the Tier 1 capital maintained in the immediately preceding

quarter shall be taken as the basis.

2 Limit on Institutional Deposits

Nepali authoritative text

(@) SIS SETe G TITT B, HHI! a1 TSI GHATEATS STHAT ol A9 TEHHT 2o GIATATEHHBT GHTHT TG
T GHIRTT A8y R T 7181 © |

(T) SIS SHYTHT FHol AR GIHR TAT TIH YT, Tl e S HHIIES, Tad T F0T TehI THAT aeT
TG ST G G ATT6d TolaTelid PIgagd! Tauue! 3fa Ko ATATHGT I6! BTIH T U3 8+ |

(T7) SITSTTUARYRIIT “&” I AT et FAPR T G JGU T FoT ATRTUHT GHYNTT AREUDT 378 2o GIATAT T
SITSIAUARUIIIT “&” T 7" G AR THATELe AP TR T ATRITD T 3781 ol AbNY GRAEDT 2% QIATAIaHar e
HTIH T U3 87 |

Controlled English translation

(a) A licensed institution may mobilise institutional deposits from any one firm, company or organised institution only up to

a limit not exceeding 10 percent of its total deposits.

(b) In the total deposits of a licensed institution, the share of deposits of Government bodies and public enterprises, public
limited companies, savings and credit cooperatives and funds operated under such bodies and institutions shall not exceed
50 percent.

(c) In the total domestic-currency deposits accepted by a Class “A” commercial bank, the share of institutional deposits
shall not exceed 10 percent; and in the case of Class “B” and “C” licensed financial institutions, the share of institutional
deposits shall not exceed 15 percent of total deposit liabilities.

3 Rules and Procedures for Deposit Collection and Payment

Nepali authoritative text

(2) STSIAUTRIRIIT Gl GAPR TR RN Saer, IR e FHyyoT AT qeT SRIATITEHT TRAT SHSTAuIuRIid ST
b TRH T18 ARG TS T TIHAT FUH T SIS T8 ddep! o T ai ST T ginT T FHaad
FURIAEToT AT G TR TS |

(R) SETSAURIIT ST HRIAR THHT T2 BT GHHT & I TIH ol G T Tl STATHT 5T 2 I W&l e Fwaraers
I QST qIHaT BT ANEH (Dormant) TF TRAS | TH3THT S T AT GHATHT TN TATEAT THISH AR
TRITHT WIATEIH g HT T8 JHIGAT THINI STeTaeries TRIRAS | T2, Tt G G TRET THATH! 6 Ugiam T
Tt SIS STe@Eeie TOH!T ST §HHT GHIE Tead! AaeTdled ST F SIS i STa&S g1 8 | Qg
HEFHATC THT 6 TS STe@maenss M0/ RTs & & qoe f iR qaaeer 1R ez arar gag e g6 [ © |

(2) 2o ILTRET JIT HISE Wl FPRITR THIST FTAT6Y FSMIARILIIT GETel GREs e GaT QIeTa T & T G716 |
YA T TG TRET A ITHISTH STATY TRTST TS |
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(%) S a1 AT TS G aTeE! Feld! THID! T S qUT AT THYT THIEN U, 0\93 THIN & Tl THIDT AGHIA
G afaRoT RAAe SRS ayua! ugher! ATy o ST UaTe ] U | €18, 79 WHRS! A8 THH A S Jam
I S a7 g GgeTel aa Urd aoHT e G THCIRHaie! o Ui G TeT a1 gt Faa-{e afqga
IIXOT ST ATHTSCH FHT TG TS | HHPT 5HaMT UL TSTHT ATH8T IH T8 Jdep! “Tepfs qicTg 1o AT SHAT TG

TS |

(%) SATSIAUIIIYT HEETel ATHIAT TGO TR T Hicier Urer TLEHHA T FHILT AT T AT gehaTellel G ATHIaT o+
THICH 1AM TG TS | TEHAT G RIS U ATHITD T bl el TG T G “GTelT THUDT AT+iar
AT Gielt THH STHAT TR AT | TEL THATAR TG ATHIT THHD T JIeR0T SRR S T QLTS T IS T G gieo]
STTPAT ATETSSHT T ALTGHA T I 7 987 TG TS |

(&) STSAUIIUYT SHYTe [P qHE! IT ATHT HHATS SGeT AW G ST Ho/THATEIH! AT AL Jed ST
el FRAB | (e TARL/IRT HHIS ST T FATI THATG Ao ST THAT, HHAN T ST TIoT Heregn!
T G Gl U 87 | 14, Galad S hs ATEdT STIgy GHae T ST a6 SRI T ST 987 SR TR STl §ears
T STETRAT Aehge TRT TR FHIGAT TR 0D |

AT ATedh ST GTAT Te[T JTe AT 6 |

(\9) SATSTATTLIXTIT HEATel TTHeT Q@ ATRguen! Hra TT TS BIATHT Giell Gaad! TTRTTHT qLGTT TR AT T gebart sfaert
(Maturity Period) T SRaT gt T T T8 SIATHT ST Tele SIHAT g G AfelS ] I |

(¢) TSR FHATel T QR TILTIDT . o TG QT TGIepT G AR FAPT T ARHTH 0T G eht
TR (PAN) SR T0HT AT |

(3) STIAUIIIY S TT AT THUTELA Tt U1 TP, BLH, HHIT T 3T TS T GHABIATS Pl U1 [P RDT ATbmT
HAP T TET TIHAT THHHT ATH8usT Gl Sieft qaIeT (Coupon Rate) STed 3T & U= U Qe /HHISM a7 I 3T T
STREHATC e T aiTT GHATATS TITHR T &1 PR SRS AT &+ are= 8+ |

Controlled English translation

(1) A licensed institution shall itself frame and implement rules and procedures concerning the term, type and all other
matters relating to deposits accepted by it, and such rules and procedures shall be submitted to the Banks and Financial
Institutions Regulation Department of this Bank and to the concerned Supervision Department.

(2) In the case of a savings account with no transaction, the account shall be made Dormant after three years; and in the
case of a call account or current account, after more than one year has elapsed without transaction. Accounts previously
made dormant under the institution’s policy shall be updated in accordance with this provision. When such an account is
reactivated, where customer identification has been updated pursuant to the institution’s customer-identification policy, no
document other than the concerned customer’s application shall be required. A dormant account may also be reactivated
after customer identification has been updated through electronic means and arrangements have been made to confirm
the same.

(3) Accounts having a zero balance and no transaction for ten years may be closed by the licensed institution after
publication of a public notice. Information relating to such closure shall be made available on the bank’s website.

(4) A bank or financial institution shall, within the first month of each fiscal year, submit to this Bank particulars of accounts

that have remained inactive for ten years or in respect of which no claim has been made under the Bank and Financial
Institution Act, 2073. The concerned bank or financial institution shall also, once every five years, publish in a national daily
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newspaper a notice calling for claims to such deposit amounts and shall keep detailed information thereof on its website.
Deposit amounts in respect of which no claim has been made shall be deposited in this Bank’s “Banking Development
Fund”.

(5) Where, within five years from the date on which a licensed institution declares a dividend, the concerned shareholder or
lawful claimant does not collect the dividend, particulars including the shareholder’s name shall be published at least once
in a national newspaper within one month after the end of each fiscal year. If the dividend remains unclaimed even after
publication of the notice, an “Unclaimed Dividend Account” shall be opened with the concerned institution and the amount
deposited therein. Details of dividend amounts transferred in this manner shall be published half-yearly, kept on the
institution’s website for three years and submitted to this Bank.

(6) A licensed institution may open savings accounts only for natural persons or associations/institutions established
without a profit-making objective. Savings accounts shall not be opened for other institutions, companies or organised
bodies. In addition, in accordance with accepted banking practice, the institution shall distinguish accounts for which
chequebooks are issued from those for which chequebooks are not issued and arrange issuance accordingly.

However, nothing in this provision shall prevent non-natural persons, including associations, institutions and companies,
from opening accounts other than an interest-bearing savings account.

(7) A licensed institution shall arrange that principal and interest of a matured fixed deposit, including the amount
refundable after the Maturity Period, is credited to the relevant savings account.

(8) When a licensed institution accepts a fixed deposit exceeding NPR 5 million from a natural person, it shall mandatorily
obtain the depositor’s Permanent Account Number (PAN).

(9) When a licensed bank or financial institution accepts any type of deposit from any person, firm, company or other
organised association/institution, it shall not provide any charge, commission or other economic facility that creates a
financial burden for the bank or financial institution in addition to the stated interest rate (Coupon Rate) payable on the
deposit.

4 Borrowings

Nepali authoritative text

(2) SSTSIAUCRIRIIT GEeITet &7 7. ¢ AT Ieelrard TR 6! SSSIAuUId ST, $IH, HHI! a7 G0 GHLTERT Fuet o
RIS |

() SUIET (2) 71 JAGS B AG@Ueb| HCATAT GIeall TXHR AT STAIICIT Ho/HHATIC T ST TeTdaT AT 0T oA JaAT
SIS GETe T b Fardha! digui® | aiealt T SR arafig Tu M afeal Gger ar Afe! e
TITT G191 WRASHIEIC 39 SPaTe agdiamdl dis sSTeaudUiUid 6T Gaaal JaUsT 0T q4T S i s |

Controlled English translation

(1) A licensed institution may borrow from another licensed institution, firm, company or organised institution within the
limit specified in Clause 1.

(2) Notwithstanding sub-clause (1), where economic assistance or a loan is to be obtained from a foreign Government or
international organisation/institution, the licensed institution shall obtain approval of this Bank. A licensed institution may,
with prior approval of this Bank, obtain a loan or grant in domestic currency from a foreign institution or an
institution/project established by it in Nepal, provided no foreign-currency liability arises.

5 Issuance of Debentures and Other Debt Instruments

Nepali authoritative text
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(2) STIATH SIETILIRTOT HUHT TS Telel! AR TR0 STETHAT HTIH Lo ! LA JSTiepT Ure QAT+ aT 96! Fofard Ara@mit
T TP FOMTTIRYAYT THATH ST [T GoTihT AT ARG HS T SSS[ER/STF FUT SUHIUT ST TRA FldzaiesT
AT g AT e Jar TR TS | TEAT AAGTPT GHEHT T8 ddvel SIS AT d1d! SIs[ET qeT 3T T IUSH0T S
T Rl & e |

(R) SI=TER/3TF 0T IYSHOT ST TR e TT IS GHATer AT TR 3R T T a1 gt SR I ATehenT
TSP I RIS TGRS FHGUNIS (Proportionate) STTEMTHAT T+ HAT! H1¥ (Capital Redemption Reserve) SR

T T IS |

W,

(@) T8 davel Tebep] TIATH FardlT Gl U TR QAT AToeeh | STTETHT THTel T STRY S ILTAT « TLUT ST I W&l 61
AT ST Sfeh! TeepT FOTIAX S TR T H SRTET T8 1T TR TRAT FY S e a1 Ybari $19 (Capital Redemption
Reserve) HT T&H SIHAT TR SR g7 8 | T, T LT SHAT TIWA I6H Ihd I JETqT SR aIuegH T o9 T
THTIATAT STETHT ST TAHT Sae o 19T ST T 0TS |

(@) S5 o7 AT TYTS T IRIATATHT 7O g TR F0TIAR SR RAT Y@ $19 (Capital Redemption Reserve) AT T&H
ST T ST g 6 |

(3) Jo T AT HHATe! FOTUL ST TRGET 7 i P19 STSITh T THHT Lot &l T G =ATA-THT 0T g1 9206 X1 §9Se JqHT
GATSG TS | TS S TRIGHT FOTIAXD ! 5T GHA Tle! THISH G aTS ] IS | THUCH 0TI GG NHI0T TRIST
Q- R TR T8 87 |

() ATOTIST Febet STEHAT JHATISIDT TLAAH < TIATAT I ST TAAT 0TI S TR RS | THAT FOTI 0¢R
STERATFTHRT SN TRFEG TS | T THICH Jahargolid! & AT IR 0TI ST TR ST I8t gaarge gaerf
TP HRUTS YT FOTIGL S TR SARI g1 87 |

(@) AT ST AT HFRATHT THISHT G 76 ATeh T FTTHT ATET HRATHT IR TRA T M3 T

(W) FHY TSI qTaTe TR ATeeheT 3T TR JaTem qXa I |

() T PETHT GBI e SUALT Feol TS S PO oIS STFHT FTaTel TRT AT Sehgger TN
JfbTaTe galadl dfs &8l %A (Agricultural Bond) SR T a1e |

(&) ST FIATAT GEB T HIEDHT STATLAT TEo TS Sl PIATHT TR STIHE §TH el TR AT Jhaget

I AfBRET gagal dis S #OTIQ (Energy Bond) STRT TR a6 |

(\9) TEL IR RIS FHuT T H{SI FUTIGIATC Helil THH FUTIQX ST HIHT Afdfe 3 RTHNE THITLT FHHT ST A6
TGS TS | BT T TG Tgioll I Gavel (ol AP TIATH 2o LAIAI, X STHHA Haeld IHHPT TLIAH &o TIATAT
T TG STHHIHAT dfeh ! GHYLOT Gl T o TG IS |

(¢) Ut T ST FOTI S TRET Jab T T GHATEe! FOTIARATIT oot THILOT THH THITE T BHATHT ST

Controlled English translation

(1) A licensed institution whose accumulated loss, on the basis of its latest audited financial statements, does not exceed
five percent of its Tier 1 capital may apply to this Bank for approval to issue debentures/other debt instruments up to one
hundred percent of its Tier 1 capital. This Bank may grant approval to issue such debentures or other debt instruments
subject to necessary conditions.

(2) A bank or financial institution issuing debentures/other debt instruments shall, in each year other than the year of issue
and the year of redemption, mandatorily appropriate from annual profit to a Capital Redemption Reserve on a
Proportionate basis.

However:

(a) except where the purpose is to meet the minimum paid-up capital prescribed by this Bank, if in any fiscal year the
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institution issues bonus shares equal to the amount of a debenture whose remaining maturity exceeds five full fiscal years,
it shall not be mandatory to deposit the amount in the Capital Redemption Reserve in that fiscal year. The amount that
would otherwise have been deposited shall, however, be added to and mandatorily deposited in the Reserve on a
proportionate basis in subsequent fiscal years;

(b) where a bank or financial institution issues a debenture that is counted toward resource mobilisation, depositing an
amount in the Capital Redemption Reserve shall not be mandatory.

(3) At the time a bank or financial institution issues a debenture, it shall clearly state whether the debenture will form part of
the capital fund or be counted toward resource mobilisation. Previously issued debentures shall also be
separated/classified accordingly. Once classified, a debenture shall not subsequently be reclassified.

(4) A commercial bank shall mandatorily issue debentures equal to at least 25 percent of its paid-up capital. Such
debentures shall be issued by the end of Ashadh 2082. Where debentures equal to 25 percent of the then paid-up capital
have once been issued, a subsequent increase in paid-up capital shall not make further issuance mandatory solely on that
account.

(a) branch expansion shall be prohibited at locations other than Local Levels without a commercial-bank branch; and

(b) refinance facilities other than those provided to earthquake-affected persons shall not be granted.

(5) To facilitate the availability of long-term resources in agriculture, commercial banks having experience in lending to the
sector may, with approval of the concerned authority, issue Agricultural Bonds.

(6) To facilitate the availability of long-term resources in energy, commercial banks having experience in lending to the
energy sector may, with approval of the concerned authority, issue Energy Bonds.

(7) Amounts collected through Agricultural and Energy Bonds shall be lent to the relevant sector within three years from
the date of issue. At least 30 percent of the amount collected shall be invested in the first year, at least 60 percent
cumulatively by the end of the second year, and the entire remaining amount by the end of the third year.

(8) Until the full amount collected through Agricultural or Energy Bonds has been invested in the relevant sector, a bank or
financial institution that issued such bonds shall not purchase bonds of the same nature issued by another institution.

6 Subordinated Term Debt and Redeemable Non-Convertible Preference Shares

Nepali authoritative text

SITSIAUTRURIIT GEeTel GIHEUT TG TErId 3aeife FUT (Subordinated Term Debt) T HEATIANT SRR
ST $T ATT (Redeemable Non-Convertible Preference Share) ST T & WW@WWW%&%W

SRABLH | STETHAT 6! TG TS

(2) FOTIGR g T GIRFOT A AT TR 0,

(R) FoTat srgerf qie et g3 I,

(3) FOTITR/ AR SRR SARTEIH TR ARHT qRET TR SATSH/ATHIST Yehart TR S1aerf, aRufes qamsiey qRafaradT
Tl I, TATSIET WA TR TUTE- T SRS JATS THHAT SIS G STIER SIS AN/ TS TIHAT TG I,

(%) SSTSIAUTIIE ST groe U ST FUTIQ/ AT ST ST PR ST HamT

(<) F T/ PN SRR SIS BT SR TR AT Aol & FEHTHIRTAT AuTer &feaaR A ST gatad g
T,

(&) RUTIR/ YA ST SHRTETSR 5T AT 7R srerf o TR qfeRuTey o Sehep! Gewaf oIfiT AT
T TG I,

(\9) FOTIAX/HFAINTT STIRIAGT S BR ARPT THH YHAT! T FoHT TR St HRaT SFteT $19 (Capital

Redemption Reserve) ®T TaaET TRA THATIER H1Y GRS Rb! g3 I
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(o) AT TR SR IR T YR g SR I TIHA! b $19 (Redemption Reserve) T g T 2o
TR T g,

(@) T St diet WehT e Iy aRuIS JATGIEIC HHAHT FHGUTd% (Proportionate) STTETHAT THH SIS I3,

(1) TUTS (@) THISIH GHTIHTAID STEMAT G AT T IHHAHATET 6! ThH ST HUAT I STRY S a1 HIY ThH GeaTs &t
AT Iefel TR ID |

T, T Tl Aep! LA FebdT Gt G T GO STedhab! STaeT SHeTel Ff ST ST < qOUT ST Iy H{&T Jer
AT STqerf Sfeh! Wb ! FUTIA ATqd AT B ITHT SHTAT TG T T ¥ TR T8 QIO S TRAT FY SR I T e
&Y (Capital Redemption Reserve) AT T SHHAT TRA SR g7 B | X, Y aTAT STHAT T T THH ST T TP

SR STELHT IU TR FHIIUI b STEHT ST JHT I & 1THT STHAT TG TS |

(¢) Private placement & STTEITAT Ffad TR FUTIY/PATIANTE STOR ARG SRRTEIBIY AIoRerT THI-ERT & Fo/GqemnT
ST ! T T TP Y Y T qLater 1t 9a1 T I,

(3) Tal gt UaEet Y UFTeTS GATSUH! FHUTIG/JHAT AN SRR SFRIE SR 9% BRI TRAT Gt FHOTIR GolelTs
(2°) FOTITY/FATTIINTH STIREAT SHEIHT ATTHAT ST JATST IS Paied Jara T IR 9 areeT
IFAROTIAI T “SATSI/ATHIST YTt TR T (Interest/Preferred Dividend Payment Timing)” &iR¥e S-aTd U Ie(cid
I

(22) FOTIAX/HFAT NI SRR STETHTR AT G TR [P STAGH TS oot STAGT TRpT THHAT STAGT TRt
Afafeat dfewis g aHaHw® ! STadlaT AT YTt ISR &l GUSH STaeife! AT (Broken Period Interest) (& (3
O T Y AT IfEROTIqEAT GINE Sefehd TR 0L,

(2R) FOTIAY/HEAFIANT STURIAL ST BR AT b TRUST a7 7. « BT SYRT 7. * T IF aTbT SYQT 7.\ FHISH
PHTIH TREPT HHAT! IS 1 Lo THHATS G119 FHTATS P ITHT THHTI TG TS | GSTT FHTIS S TTHT SFHT 9T
THAATC TE AT TR T T S |

Controlled English translation

When issuing unsecured Subordinated Term Debt and Redeemable Non-Convertible Preference Shares, a licensed
institution shall, in addition to other applicable provisions, comply with the following conditions:

(1) the debt instrument shall be issued without any security;

(2) the maturity of the debt instrument shall be specified;

(3) the period for payment of interest/dividend on the debt instrument or Redeemable Non-Convertible Preference Shares
and the annual interest rate in percentage terms shall be specified; the interest rate shall not be changed; and income tax
on accrued interest shall be applied in accordance with the Income Tax Act;

(4) in the event of liquidation of the licensed institution, payment of the debt instrument/Redeemable Non-Convertible
Preference Shares shall be made only after depositors have been paid;

(5) the debt instrument/Redeemable Non-Convertible Preference Shares shall be listed on the Nepal securities exchange
within six months from the date of issue;

(6) the prospectus prepared before issuance shall be published only after obtaining the consent of this Bank;

(7) a Capital Redemption Reserve for repayment shall be created as follows:

(a) no amount need be appropriated in the fiscal year of issue or the fiscal year of redemption;

(b) in each year in which the instrument remains outstanding, at least a proportionate amount shall be appropriated from
annual profit;

(c) where an amount exceeding the proportionate amount under paragraph (b) is to be appropriated, the fiscal year in
which such amount will be appropriated shall be clearly stated.

However, except where the purpose is to meet the minimum paid-up capital prescribed by this Bank, if in any fiscal year the

institution issues bonus shares equal to the amount otherwise required to be deposited in the Capital Redemption Reserve
in respect of a debt instrument having more than five full fiscal years remaining to maturity, it shall not be mandatory to
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deposit such amount in the Reserve in that fiscal year. The amount shall, however, be added to and deposited on a
proportionate basis in subsequent fiscal years.

(8) where an instrument is to be sold by Private Placement and any prior agreement has been entered into with an
association/institution, a copy of that agreement shall be submitted;

(9) where a party does not purchase the instrument allotted to it, arrangements shall be made to offer it for open sale;

(10) the prospectus shall clearly state, under “Interest/Preferred Dividend Payment Timing”, when accrued interest will be
paid to investors;

(11) each applicant shall be paid Broken Period Interest, at the prevailing market rate, on the amount applied for from the
date of application until the date of allotment, and this shall be clearly stated in the prospectus;

(12) after redemption, the amount remaining in the reserve maintained pursuant to Clause 5(2) and sub-clause (7) of this
Clause shall be transferred to the Capital Adjustment Reserve. Only bonus shares may be issued from amounts deposited
in the Capital Adjustment Reserve.

7 Perpetual Non-Cumulative Preference Shares

Nepali authoritative text

Y Sl SASIATQRIUIT GHATATS QETATHISIHPT ARABLP T STETHT T6T STali e STafai SWIeidR A4 (Perpetual
Non-Cumulative Preference Share) ST TR Falad! G- Go16:

(2) STafHTET ST SRS AT HEaT STaeif qieb! AT A UTs 87 |

(R) STATHIET STHTET SRTETHR AT FHYNTT T LdTer AT &R0 TR AT g T S RIS |

(3) oTafi srs@Eft SFRIEfFR AR SIS GHT el AT TRGUES | 67 THAT $I0- Q0T 9T FardT HIehT
RS |

() STt STHaTalt SHUEHR AT FHf T GLRTOT T AT TIIS |

(<) STafiterr sTasTalT SRR ALY AT Aot TR a1 T FHEET TR0 TR GHET STef R SHe-etd
SIATSIAUARIIIIT G AR §16 T IHGHIE! THTET ST SHTe! af0TIqEAT FUEE AT GATSJUL® | T4,
TG SIITAT QUL T A7 & FAA HOTITAT UGS T G Lo |

(&) STafite STasTERy SHULFR ST ATsTiaT ARIROT ATHT THE JTSHTS RITHRE AT SR e aTHT FATHTEIT AT
TS | TEHT ART GoTatd GATHT ST TG G 01 1Y @ T s 8+ |

(\9) sTafite sTesEfT SHULHR ATTIRET TIHgr! QR T FHIEHT:

(@) STaf¥i=a sTgsEl SRR AT ST TRST SASTAIRIIIT GG T1b 4T SRR TG (Trigger Point) GieT STaeTHT
FrFH QAT TR qRHATSHT ART @ QIO TR0 AITAT RO TRGUES | I RO T 376t o9 St ot
ArgaCie |

() T IGATH T AT GTEMROT AT qRTerAfs Goit (CET) ol Sy MRS GHuqaisp! «.2% AAdH-aT H7 HIHT TGS
IR a+g (Trigger Point) AFF® |

(1) TUTS (@) T Safited ST SHUEfdR AATs GqeTIe g TR ATHT RO TGUH® | I v MET
T TRUROT T TG IO Se(eid TRGUo |

(¢) SITSTAIAIIUT HHATe STITHIT ST ST THR AT AT TG I [IBRDT AT Afeied @ a1 SRR TG
JRTETT g T STUarui qRIOTHERT SRAT UuE Gers Risk Disclosure Statement FRFSHI® RIS |

(3) SOTSIIARYIYT YT ST STHTafT SHRTEHT AT I T HTIBATSIT QgTaa S qaaRT THd FHTaar I
At wexal digus:

(&) SURT ¢ AT Risk Disclosure Statement TRTFIB YA XA TR T,

(@) AFEROTITET SRt THYLOT FEHYT TT aRT Tod! T It T,

() ST STafHeT STEs[Ef STRTe R SO AR SafieT SRt ot STHeR Rl |

(2°) SSTSTAUIIIYT T GRS ST ST ST ST SRTEIBTR AT YHAT! HTEMROT AITHET SIS X T
ST (Tier 2 Capital) AT GHIIST HUGT ARSI §STt SUPBIUTEY, ABITSLAT T STT ATEROT HTgHaT I8 ATqT g |

(22) T ool STATHIEE STHETT SHULTHR AR FAGA! afel STTAFHAIIR ST I97 AXAeY A6 a0 |

(2R) SULYHT qUIHAT Capital Adequacy Framework, 2015 ] g FHSITUIIT HEHATHT §HHT AR AT GO |

Controlled English translation
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This Bank may grant approval to a licensed institution to issue Perpetual Non-Cumulative Preference Shares subject to
the following conditions:

(1) such shares shall not be issued with a specified redemption period;

)
(2) they shall be issued in a manner ensuring that only institutional investors hold them;

(3) they shall be issued by the licensed institution itself and shall be fully paid-up;

(4) they shall be issued without security;

(5) the entire authority to decide whether or not to distribute dividends shall vest in the concerned licensed institution, and
this arrangement and the dividend rate shall be clearly disclosed in the prospectus;

(6) dividends shall be distributed only from the profit of the current fiscal year through the profit-and-loss appropriation
account. Retained earnings or any reserve shall not be used;

(7) loss absorption:

(a) when the prescribed Trigger Point is reached, the shares shall be converted into ordinary shares for loss absorption,
with prior approval of this Bank;

(b) the Trigger Point shall be the condition in which Common Equity Tier 1 (CET1) falls below 5.125 percent of total
risk-weighted assets;

(c) the shares shall be converted into ordinary shares of the promoter group and the method/formula for determining the
number of shares shall be stated in the prospectus;

(8) the institution shall publicly issue a Risk Disclosure Statement clearly disclosing the risks and expected consequences
after the Trigger Point;

(9) the institution shall obtain written consent from each investor confirming that the investor has received the Risk
Disclosure Statement, read and understood all provisions and conditions in the prospectus, and is fully aware of the risks;
(10) in liquidation, payment shall rank ahead of ordinary shares but after regulatory capital instruments included in Tier 2
Capital, depositors and other ordinary creditors;

(11) this Bank may prescribe additional conditions as necessary;

(12) these provisions shall apply only to licensed institutions to which the Capital Adequacy Framework, 2015 applies.

8 Deposit Accounts between Licensed Institutions

Nepali authoritative text

(&) SOTSTAIQRIUIT FHIT T SHATC SASTATALILIT ST &1 G1 S G407 AT ST T ot 01 G BT FHIET
T, SOSAIQRYUE “@” T TGP AN GHATELe STT FATSMIRIIIId GHTELHT ARIPT IEd GRaT aTa+ [THRHT JIT
(Call Deposit) G Fae |

(T) Tt TITTS! LETITHS BT THHE TATST SRS g T TG U HIMTHT A B
2. HLAAN STAPIAT 1Y AP ThH,
R. 83 RIS AT, I: TGP AP T PG AU APIATIC Heheld HUST T STHAT T T SRS g TR

GG AT ST |

(1) SRIFT IaT 7. (&) TTeHehT TATS S g T T G GIAHT JEaa! ATHNY WIATEId! gHHT Y 1 e sraerf
(Maturity Period) SHTIE 7T JaTETd <07 T T 87 |
Controlled English translation

(a) A licensed institution shall not open with any other bank or financial institution licensed by this Bank, or with any
institution carrying out deposit business, any deposit account on which interest is earned.

However, Class “B” and “C” licensed financial institutions may open with other licensed institutions a Call Deposit account
repayable on demand.

(b) This provision shall not prohibit placing the following amounts in interest-bearing accounts:
1. amounts relating to employee retirement funds;
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2. amounts collected from an Initial Public Offering, Further Public Offering or rights-share issue and deposited in an

interest-bearing deposit account.

(c) Interest-bearing fixed-deposit accounts previously opened, other than those under paragraph (b), shall not be renewed
after expiry of their Maturity Period.

9 Fine for Mobilising Financial Resources in Excess of the Limit

Nepali authoritative text

FISIATRYYT G T e ANt FUIT Gevel GHIET TITHAT SIS Al 1Geht T H&T It gt T At i
TRATer TR a1 FIUS! AT STaHATHT AT HHATHHGT T6T Hohol TRIUeT A8y T a1 TICT HIHHT T[T EH Hb T ST
AR & THHT (AT Jhacl g1 ST (¥ TAIE GHYTATS 30T RIS G+ © | 18, TIHdT GHITHT SRIABN
TCIETE 99 3. T ATEEHA ST RIS G 6 T I8! (hH RISN (UENIT T (T A IR © |

© | ICT GHIE &1 A0t 8Tel I Jo GHEY U7 5Tedh! ST HISGId GHI-E TqaTsie afawer (AR B1.. 23.2) 1
T3TT G T RES HTIH T IS ATt ol IHH T3 TS |

Controlled English translation

Where a licensed institution mobilises financial resources or obtains borrowings in excess of the limit prescribed under this
Bank’s financial-resource mobilisation provisions, the concerned institution may be charged a penalty, for each day until
the excess deposit resources or borrowings are brought within the prescribed limit, calculated at the prevailing Bank Rate
on the excess amount. In addition, the Chief Executive may be fined up to NPR 100,000, and such fine shall be recovered
personally from the Chief Executive.

For this purpose, the Tier 1 capital derived from the latest audited financial statements shall be used as the basis of
calculation. The daily statement of borrowings shall be disclosed by adding a separate borrowing heading to the
compulsory-reserve weekly statement (Directive Form No. 13.1) currently submitted to this Bank, showing the total
amount borrowed.

10 Further Public Issue of Shares

Nepali authoritative text

SISIAIRYIYT S TT I GET FTATTHT ST Hicl e 11 ITHIX TLTETEROTHT AR S ATS U T I Fiahd araLor
T FFgaT® | 919, gahargsl gef qatsme ! AT G aaTeRuTeTs 9 GRaI0 9T §: SIa% AH1aM (Further Public
Issue) TR -6 |

Controlled English translation

A licensed bank or financial institution shall complete sale and distribution of shares allocated to the public within three
years from the date on which it commenced operations. It may also make a Further Public Issue of shares to the public for
the purpose of increasing paid-up capital.

11 Share Deposit Schemes

Nepali authoritative text

ST GETe! JETITH ST ARSI To! AT A(8d (Share Deposit) TST6 FoETe TRA G 6;

(&) R AEIY TS ST T84 T Tadd 6ol ST HHIAIDT AT B T (FHYTIH GHA) ATeeh! ST dab T
R FHAT I T, 0093 TUT IF FHATC I HIHT Thiard TR TAT FASIAIGR (LG TR TAHT Selord T
TEETEY, STIER HHUTTa g A1 Ueh ! THTIAIeg I TR T g I |
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(@) SR ARG ST ST STHAT TP AR TeATS FTEMOT AT (FHYTIH F) TG T A6 A uaidregel aiiaar
FRITR TIREHT S T &Tel ST TR6 HIH] a7 I HIATEE T TIG T T IHAT T {ATegas GHYTIH G Qo
QG T FAAEHT S qT A Ggeiet AuTel iy TRedTe THd SR T0HT FEidhd! Al ARy SHgH Taab el

FHUTF AT TGU |

(1) IFHT TS ST FEHRT 9 FHATTD AT Tfe TRA A6 TP LATegels I qT afqrd ST FHIEN O, 003, I8
et ST TR Toblapd ARRATT TUT ST YA <l U, BT STENTHT TgT [Tl erfeniuy GHeel 8, TR, TRt arem
T STER[E [T QI TRY AN SIS e ! AT B TRA G o 6N GRESHIP SHTIPT AT qIbTaId g1

(ol Y Y Y
HTHIIHT 3l HUh [ gJu |

Controlled English translation

A licensed institution may operate Share Deposit schemes subject to the following conditions:

(a) where depositors under a Share Deposit scheme wish to purchase shares of the company, including promoter shares,
they shall fulfil the qualifications prescribed for becoming promoters under the Bank and Financial Institution Act, 2073,
the Unified Directives issued by this Bank and the applicable licensing policy;

(b) depositors wishing to convert deposits under a Share Deposit scheme into ordinary shares of the promoter group shall
comply with the required procedures. In relation to providing promoter-group shares to such depositors, the bank or
financial institution shall obtain mandatory approval from the Securities Board of Nepal before providing promoter shares
to interested depositors;

(c) materials published for public information shall state that a depositor participating in the scheme who wishes to
purchase promoter shares may do so only after completing the required procedures in compliance with the Bank and
Financial Institution Act, 2073, the Unified Directives issued by this Bank, other prevailing laws, and applicable securities
laws, rules and directives.

12 Insurance Schemes

Nepali authoritative text

SISIAIRIUY S T T THTel FH8T GAHR TET! SEaHT = TIATeg ST g qaage TR HHT i ST T
QIR ATRATBATELT ST 1 dT5G g qUT ATHHUBATATS T TATHR TUA T IAT STSHT FoTaTe T Fa1o+ |
T 91T (Insurance Policy) T SeeRaft TR &, ST T Gatemeyen! SHa-esT dHid AU Idrds Aesy GareR TRET &

AT UIE TP TS IS |

Controlled English translation

A licensed bank or financial institution may operate an insurance scheme for deposit accounts at the time deposits are
accepted, provided there is no discrimination among depositors of the same class of insured accounts and no additional
financial burden is imposed on depositors. The insured depositor shall, at the time the deposit is accepted, be clearly
informed of the services, conditions and facilities stated in the Insurance Policy.

13 Prohibition on Gifts, Lotteries and Similar Programmes to Mobilise Deposits or
Expand Business
Nepali authoritative text

o TT AT GgeTe AERY Hhe T4 THIET TRER T 3GeaTe R ReHdTs a1 T BT
SUER/ATSBT/ARIIAT/ DR HTITHT HRIAGIH GoTaTe T q13 87 |

Controlled English translation
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A bank or financial institution shall not operate any programme involving gifts, lotteries, competitions, prizes or similar
benefits for financial customers for the purpose of mobilising deposits or expanding business.

14 Deposit Protection

Nepali authoritative text

Y IHATC SITSAIUIIIT o ToT AT SHAT ST SHYTAT (G TDBAPT AT Tad T Head! ST Wdbl 3. «
FATGGHAD | ATHIT TATRIY T LA GIRTUT & [TEHT GLHTUT TS SFEH TATHYT A TS IS |

18, FSTSIARUIIIT S ToT AR ST ST G W1 3, < A LA AP THRANTT T4 TT G@d! A(hue TEH

T AT A HEUHLATR | GG FA0T AT S THHT AT GHIYT U U HeHTHIGT FT8T TT H{T GIRH0T H19elTs
SUATY TS IS |

Controlled English translation

A bank or financial institution licensed by this Bank shall arrange for protection, through the Deposit and Credit Guarantee
Fund, of deposits up to NPR 500,000 held in savings and fixed accounts in the name of a natural person.

In addition, the licensed bank or financial institution shall provide to the Deposit and Credit Guarantee Fund, quarterly
within one month after quarter-end, the amount of individual savings and fixed deposits up to NPR 500,000 held with it and
the number of such depositors.

15 Deposit Accounts for Dividends Earned from Foreign Investment

Nepali authoritative text

afealt eI ATl AUTTHIGT TRTIT LT ST TRepT ATHIAT ThH FHIEI Q27T TP (DT AT G Sebhep] Head T b
TT AT GHATAT Q&N G Gledl STHAT TR T T HY ATHNY T AFEUETe SRS qaTSeh AU (Repatriation)
QETIPT AT gl AT GagETT afTaTe FardRd! At AR T 0TS qaageT ST RS ©:

ARAEY:

(2) AT &, TATSTET AT o 01 ST AT TRIIB AT - 967 TR 0 |

(R) T gEEa AUt Sger FHAHAT ¢ AT §F WA T T ATuuet i 7t HATHET FIo A Tur3 |

(3) T RN W Wielg 3T 98 debep! giealt afHa qagma afimTet @ et argud |

(%) TEaT ATHHY T TATSTH T SREARTIE AFIROT T et giQt ai-1HT TG JIRTAT 481 71 0 |

Controlled English translation

A foreign investor may deposit dividends earned from investment in Nepal in a fixed-deposit account with a bank or
financial institution with the consent of the Government authority or central bank of the concerned country. Repatriation of
such deposit and interest earned thereon shall be permitted only after obtaining approval from the Foreign Exchange
Management Department, subject to the following conditions:

(1) all risks, including exchange-rate and interest-rate risk, shall be borne by the investor;

(2) the fixed deposit shall have a minimum term of one year and no loan may be obtained against that deposit;

(3) prior approval of the Foreign Exchange Management Department of this Bank shall be obtained before opening the
deposit account;

(4) a half-yearly statement of such deposits and interest shall be submitted to the Foreign Exchange Management
Department of this Bank.

16 Repeal and Saving

Nepali authoritative text

(2) 79 deare ggoTaT TRI TRIUST 5T TR TR ST © -
TSHIod ARG, Ro¢? H I U HohelT THIAL TITHAT 5.0, TR . 2&/0¢? TTC TR MRt ARG T4 Foaran
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ARIT Re¢R AT R THA ART HIHT I I FHIERT FHLLOT WIS |

() STIET (2) THINIH GRS TRIGHT ARSI TUT WRIUGT THISIH WY TRBT HTH HRATG! T8 TR FJHISIH 7Y R AFES |

Controlled English translation

(1) The following directives previously issued by this Bank are hereby repealed:
the directive issued as Directive No. 16/081 under the provisions relating to mobilisation of financial resources in the
Unified Directives, 2081, and all circulars relating to the same subject issued thereafter up to Magh 2, 2082.

(2) Any acts or actions done or taken pursuant to the directives and circulars repealed under sub-clause (1) shall be
deemed to have been done or taken pursuant to this Directive.
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Source and disclaimer

This material is provided for information and reference only and does not constitute legal, regulatory, tax or professional
advice. Original Nepali text is authoritative. English is a controlled facilitative translation and is not an official Nepal Rastra
Bank translation. In case of inconsistency, ambiguity or difference, the official Nepali Directive and applicable Nepal Rastra
Bank circulars prevail. C.M. & Associates is not affiliated with, approved by or endorsed by Nepal Rastra Bank.
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