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New staff welcomed to PKF Nepal

Nepal Updates

Bhote Koshi Flash Floods August 2026
Solidarity and Support

The recent flash flood along the Bhote Koshi river has
caused immense loss: lives, homes, livelihoods, and
infrastructure swept away. Our hearts go out to every
family and community affected, and we stand in
solidarity with all those working on rescue, relief, and
recovery. As a firm, we contributed Rs. 501,000 to the
Prime Minister's Disaster Relief Fund for immediate
relief efforts. We encourage our colleagues, clients, and
readers to also consider contributing, however big or
small, every bit helps.

Donate here: https://pmdrf.nchl.com.np/

Latest Update

On the morning of 10 Bhadra 2083 (26 August 2026), a
catastrophic flash flood swept down the Bhote Koshi
river from the Tibetan side of the border into Rasuwa
district and onward through Nuwakot, Dhading, Gorkha
and Chitwan. ICIMOD attributed the event to an ice-and-
rock avalanche from a glacier that blocked the Lhende
Khola and released a sudden surge downstream.

The confirmed death toll has risen to 1300, with a large
number of people still unaccounted for on both sides of
the border. Officials confirmed that 32 bridges and
roughly 40 kilometers of road were destroyed, including
the entire Betrawati to Rasuwagadhi road that carries
Nepal's trade with Tibet. The worst affected settlements
include Timure and Syaphrubesi.

Economic and Financial Impact

Approximately 360 MW of installed generation capacity
was damaged, close to 8 percent of national capacity,
spanning nine operational hydropower projects in two
districts. A 25 MW solar plant and five hydropower
projects under construction with a combined 390 MW
capacity were also affected.

Finance Minister Dr. Swarnim Wagle estimated the
reconstruction requirement at USD 4 billion to USD 5
billion, close to a tenth of Nepal's economy, and
indicated that Nepal would seek international financing

The Nepal Stock Exchange fell 35.92 points to close at
2,558.35 on 26 August, with hydropower companies in
the affected corridor under heavy selling pressure.

PKF Nepal Updates

We are excited to welcome Sugam Khatri, Sujan Sapkota,
Puspa B.K., Suyog K.C., Sushant Dahal, Aakriti Mainali,
Prakriti Khanal, Prabha Rimal, Simran Gautam, Smreety
Tiwari, Shirish Prasad Shrestha, and Sanjeepa Shrestha
to the PKF Nepal team.

Staff leaving PKF Nepal

PKF Nepal bids farewell to its members Sushant Shah,
Yugesh Shrestha, Swastika Khatri, and Pratibha Lohani
as they pursue new career opportunities. We express
our gratitude to our departing colleagues for their
valuable contributions during their tenure at PKF Nepal
and wish them all the best in their future endeavors

Events and Achievements

We extend our heartfelt congratulations to our member
Bibek Jha on successfully passing the ICAN CA Final
Examination on the first attempt. This achievement
reflects his dedication and perseverance, and we wish
him continued success in his professional journey.

Birthdays

PKF Nepal extends warm birthday wishes to its Partner
Sanjeev Dhakal, Director Bipin Mangal Joshi, and to the
team members: Achutam Dhungel, Bipin Sapkota,
Prajwol Rimal, Sumit Pokharel, Sanjeepa Shrestha, and
Tek Narayan Yadav, whose birthdays fell in August.

Celebration of birthdays at PKF Premises

Updates
Notices issued by NRB

Amendments in Unified Directives, 2082 for ‘A’, B’, and



https://pmdrf.nchl.com.np/
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‘C’ class BFls

NRB, through a circular dated 2083/05/11, amended the
following provisions of the Unified Directives, 2082
issued to “A”, “B” and “C” class banks and financial
institutions:

Directive No. 10/082, Clause 2 (Nga):

The amended provision ("Regarding the transfer or sale
of shares of Promoters and Promoter Group") provides
that a promoter shall not be allowed to transfer or sell
their owned shares to any individual or entity holding
less than 15% of the total paid-up capital of the licensed
institution, if such additional acquisition causes the
buyer's total shareholding to exceed the limit prescribed
in Clause 8 (ka) of the directives (i.e. 15% in case of
A,B,C Class BFls and 25% in case of D Class BFls).
Previously, the provision prohibited a promoter from
making such a transfer or sale if the additional
acquisition caused the buyer's total shareholding to
exceed a flat cap of 15% of the total paid-up capital of
the institution.

Directive No. 10/082, Clause 9:

The existing provision requires NRB approval for a
promoter-to-promoter transfer of promoter shares
where the transfer would take any person, firm,
company, institution or group beyond the prescribed
ceiling.

As per the amended provision, where a shareholder's
holding exceeds the prescribed ceiling, cash dividend
and bonus shares may be distributed only on the shares
held prior to the breach. If the excess is not brought
within the ceiling within five years, the bank or financial
institution must withhold cash dividend, bonus shares
and rights share participation on the shareholder's
entire holding, and the shareholder becomes liable to
action under Section 99(3)(ka) of the Banks and
Financial Institutions Act, 2073.

Directive No. 15/082, Annexure 15.1 — Base Rate:
Operating Cost

NRB has increased the weightage of total operating
expense allowed to be factored into the Operating Cost
component of the Base Rate calculation from 85% to
90%, which will marginally increase the operating cost
component (and consequently the Base Rate) for BFls,
all else being equal.

As per amended provision: The Operating Cost
Percentage is now calculated as: Total Operating
Expense x 90% + Average Amount of Investable Fund.
Previously: The same formula used a multiplier of 85%
instead of 90%.

Directive No. 15/082, Annexure 15.1, Note

(Annualization Method & Non-Fund Based Expense
Estimate)

As per amended provision: Two changes have been
made to the explanatory note:

=  The method of annualizing operating expense has
been made more explicit and formula-driven: Total
Operating Expenses = (Total operating expenses
incurred from the start of the fiscal year up to the
applicable month + Number of months elapsed
since the start of the fiscal year up to the
applicable month) x 12.

= The estimated proportion of operating expense
treated as "non-fund-based" (to be recovered from
non-fund-based income only, and hence excluded
from the fund-based cost calculation) has been
reduced from 15% to 10%.

Previously: The note simply stated that annualization
should be done "on the basis of the most recent period
without specifying an exact formula”.

Directive No. 17/082, Clause 3: Deprived and Priority
Sector Lending Limits

NRB has revised the loan limit applicable under the
deprived and priority sector lending framework.
References to the Unified Procedure on Interest Subsidy
for Concessional Loans, 2075 have now been replaced
with the Procedure on Interest Subsidy for Concessional
Loans, 2082, along with revised lending ceilings as
follows:

Loan Categor Previous Current

gory Limit Limit
Agriculture and livestock UptoRs 10 Up to Rs 30
business loans lakhs lakhs
Women entrepreneurship
loan and other subsidized

Y ,I 'z UptoRs 15 Up to Rs 25
loan related to agriculture, lakhs lakhs
handicraft and skill
development
Small, micro and domestic
business loans (against UptoRs 10 Up to Rs 30
movable/immovable lakhs lakhs
collateral)
Agriculture business project Up to Rs 20 Up to Rs 30
loans lakhs lakhs
Not
Other concessional loans separatel Up to Rs 25
under the Procedure P . y lakhs
specified

Directive No. 17/082, Clause 3 and 4 — New Lending
Categories

The following categories of deprived and priority sector
lending have been newly added:
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= Loans up to Rs 30 lakhs to farmers and
cooperatives for vehicles used to transport
agricultural produce, fertilizer and seed

= Loans up to Rs 25 lakhs for local and indigenous
skill, craft and handicraft-based enterprises

= Loans up to Rs 30 lakhs to businesses employing at
least 50 percent of their workforce from deprived
communities

= Loans up to Rs 1 crore to enterprises operating in
extremely underdeveloped areas under the
Industrial Enterprises Act, 2076, together with
start-up loans up to Rs 25 lakhs in such areas

= Loans up to Rs 30 lakhs to persons, businesses and
subject-specific cooperatives purchasing produce
directly from deprived class producers, or
operating markets for such produce.

For circular, click here
Directive No. 14/082, Clause 2(kha):

A new provision has been added allowing licensed
institutions to relocate or merge/adjust, without prior
approval from the Bank, any branch or office in Rasuwa
and other areas affected by the natural disaster of
Bhadra 2083 that has suffered damage or become
difficult to operate. The purpose of the provision is to
enable affected licensed institutions to resume banking
services as quickly as possible in disaster-hit areas.
Institutions must inform the Bank of any such branch
relocation or adjustment within 7 days of the change.

For circular, click here

Amendments in Unified Directives, 2082 for ‘D’ class
MFls

NRB, through Circular dated 2083/05/11 (27 August
2026), has amended the following provision of the
Unified Directives, 2082 issued to “D” class microfinance
financial institutions:

Directive No. 3/082, Point 2

A new provision has been added which allows the
microfinance financial institutions to appraise
borrowers and extend credit on the basis of
psychometric credit scoring (an alternative credit
assessment methodology that evaluates an individual’s
creditworthiness using behavioral, psychological, and
cognitive traits rather than relying solely on traditional
financial histories (such as bureau credit scores, bank
statements, or collateral), in addition to existing
appraisal methods. The provision is intended to widen
access to credit for borrowers with limited formal credit
history.

For circular, click here

Amendment to Payment Systems Directives, 2082

NRB's Payment Systems Department, through a circular
dated 2083/05/11 (27 August 2026), has instructed all
licensed payment institutions on transactions carried out
through mobile banking, web applications and e-money:

® Transaction Limits: Disaster Relief Contributions

Previously, transfers made through mobile banking,
internet banking and digital wallets were subject to
the standard per-transaction and daily limits
prescribed under the Unified Directives on Payment
Systems, 2082.

As per the amended instruction, these limits will not
apply to transfers made into the Prime Minister
Disaster Relief Fund or the Prime Minister Relief
Fund. Dedicated accounts for the two funds have
been opened at Rastriya Banijya Bank, Nepal Bank,
Agricultural Development Bank, and different other
licensed institutions.

For circular, click here

Nepal Macroeconomic Update (Annual Data, FY
2082/83)

On 26 August 2026, NRB released its report on Nepal's
current macroeconomic and financial situation based on
annual data for FY 2025/26 (2082/83). The report shows
an external sector of exceptional strength alongside
continued weakness in domestic credit demand and
capital spending. Key highlights include:

® Growth: The National Statistics Office estimates
economic growth of 3.85 percent for 2025/26,
down from 4.43 percent in the previous year.
Agriculture, industry and services grew 1.58
percent, 5.67 percent and 4.21 percent,
respectively.

® Inflation: Annual average CPI inflation moderated
to 3.08 percent from 4.06 percent a year earlier.
However, year-on-year inflation stood at 5.14
percent in mid-July 2026 against 2.20 percent a
year ago, indicating a build-up of price pressure
towards the year end.

® Remittance inflows: Remittances rose 37.1 percent
to Rs 2,363.13 billion in NPR terms and 28.1 percent
in USD terms.

® Foreign exchange reserves: Gross reserves
increased 45.6 percent to Rs 3,897.67 billion (USD
25.31 billion), sufficient to cover 19.6 months of
merchandise and services imports.

® External sector: The current account recorded a
surplus of Rs 923.56 billion and the balance of
payments a surplus of Rs 1,027.04 billion. The trade
deficit widened 16.6 percent to Rs 1,781.09 billion,
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with exports up 13.8 percent and imports up 16.2
percent. The Nepali rupee depreciated 10.9 percent
against the US dollar over the year.

® Monetary and banking sector: Broad money (M2)
expanded 13.4 percent. Deposits at BFls rose 13.9
percent to Rs 8,276.93 billion while private sector
credit grew only 6.5 percent to Rs 5,857.06 billion.
The weighted average lending rate of commercial
banks fell to 6.55 percent from 7.85 percent, and
the average base rate fell to 4.83 percent from 6.02
percent. The NPL ratio of BFIs stood at 5.66
percent.

®  Fiscal sector: Total government expenditure
reached Rs 1,582.17 billion against revenue
mobilization of Rs 1,241.32 billion. Capital
expenditure declined 14.8 percent to Rs 190.84
billion. Outstanding public debt reached Rs
2,927.90 billion, or 45.07 percent of GDP, up from
43.06 percent a year earlier.

® (Capital market: The NEPSE index closed at 2,597.80
in mid-July 2026 compared with 2,794.79 a year
earlier. Market capitalization stood at Rs 4,463.55
billion, equal to 67.63 percent of GDP.

For full report, click here

Notices issued by Nepal Insurance Authority

Insurance Claim Settlement Data for FY 2082/83

The Nepal Insurance Authority published its Beema
Pratibimba report on 21 Shrawan 2083 (6 August 2026).
Insurance companies settled claims totalling Rs 101.36
billion in FY 2082/83, against Rs 91.07 billion in FY
2081/82, an increase of 11.30 percent. The Authority
attributed the rise mainly to physical damage arising
from the Bhadra 2082 protests and the Ashoj 2082
floods and landslides, which drove up non-life claim
settlements. This is the first time annual claim
settlement has crossed the Rs 1 trillion mark.

Compiled and contributed by Anjali Karki and Sadikshya
Khadka, Audit Executives in the firm.

Disclaimer

This publication has been compiled and distributed
exclusively for the information of clients and staff of
PKF T R Upadhya & Co. with an understanding that the
firm is not responsible for the results of any actions
which are undertaken on the basis of the information
which is contained within this publication, nor for any
error in, or omission from, this publication. The Firm
expressly disclaims all and any liability and responsibility
to any person, entity, or corporation who acts or fails to
act as a consequence of any reliance upon the whole or
any part of the contents of this publication.

PKF T R Upadhya & Co. is a member of PKF Global, the
network of member firms of PKF International Limited,
each of which is a separate and independent legal entity
and does not accept any responsibility or liability for the
actions or inactions of any individual member or
correspondent firm(s).

PKF T R Upadhya & Co.

124 Lal Colony Marg,

Lal Durbar, Kathmandu, Nepal.

+977 14510927 | 4520026

www.pkf.trunco.com.np
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