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CERTIFICATE OF INCORPORATION OF COMPANY

This Certificate of Incorporation has been issued to
M/s Nesdo Sambridha Laghubitta Bittiye Sanstha

Public Limited having incorporated it on the 11 day of April, 2018 pursuant to
sub-section (1) of section 5 of the Companies Act, 2006.
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Shrestha & Neupane ASSOCiateS € Tripureshwor, Kathmandu, Nepal
‘ | : a | ' 01-5354068
Chartered Accountants |

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF
NESDO SAMBRIDHA LAGHUBITTA BITTIYE SANSTHA LIMITED

Opinion

We have audited the financial statements of NESDO Sambridha Laghubitta Bittiya Sanstha
Ltd. (referred to as the “Company”), which comprise the Statement of Financial Position as at
Ashadh 32. 2082 (July 16, 2025). the Statement of Profit or Loss and Other Comprehensive
Income, Statement of Changes in Equity and Statement of Cash Flows for the year then ended. and
notes to the financial statements, including a summary of significant accounting policies.

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

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing [NSA]. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section.of our report. We are independent of the Company in
accordance with the Code of Ethics issued by Institute of Chartered Accountants of Nepal 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
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 judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon. and
we do not provide a separate opinion on these matters. For each matter below. our description of
how our audit addressed the matter is provided in the context.

We have determined the matters described below to be the key audit matters to be communicated
in our report. The results of our audit procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion, on the accompanyi
statements. ’
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S. No.

Key Audit Matters

Auditor’s Response

Interest Income

The interest income of the microfinance has
been recognized on accrual basis and
following the interest income recognition
guidelines issued by Nepal Rastra Bank.
Since interest income is the primary source
of revenue for microfinance, we have
considered it as a key audit matter.

Our audit approach included clear
understanding of the microfinance’s IT
system i.e. how the interest income is daily
accrued regarding the loans and advances.
We have test checked the interest income
booking with manual computation and we
did not find any deviation.

Furthermore, we have test checked the
calculation of interest suspense based on
NRB Income Recognition Guidelines.

Impairment of Loans and Advances

As per directive of Microfinance, it shall
measure impairment loss on loans and
advances at the higher of:

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

e Amount as per incurred loss model
(individual and collective impairment
loss) as per NFRS 9.

As per the norms prescribed by NRB,
provision at prescribed rate should be
created on loans and advances based on the
classification of loans and receivables as
well as status of loans and receivables. As
per NFRS, impairment of loans and
advances should be made for individual
impairment as well as for collective
impairment. Individually significant loans
and advances should be assessed for
individual  impairment and collective
impairment for homogeneous groups of
loans. For collective assessment, the
collective impairment loss is measured as
the difference between the present value of
estimated future cash flows discounted at
the loan’s original effective interest rate and
its carrying amount less the individual
collective impairment. Loss is measured
based on historical loss experience for
assets with credit risk characteristics similar
to those in the group. Management
considers current credit conditions and
other relevant factors to ensure that the loss
experience is appropriate. Where the
impairment loss is less than that suggested
by NRB norms, the higher amount should
be taken.

The assessment of impairment of loans and

advances wunder incurred loss model

requires assessment of future cash flows as
well as historical loss experience of
portfolios. However, NRB norms for loan
loss provisioning will 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 account
scrutiny.

c. Expected future cash flows from the
individually  significant loans and
advances with indication of impairment
are assessed on the basis of realizable
value of collateral securities based on
management estimate.

d. Grouping of homogeneous groups of
loans was assessed on the basis of nature
and purpose of loans and data of
historical loss experience in portfolios are
assessed on the basis of past due data
from the system as well as data of loan
loss provisions of the defined group in the
past.
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S. No. Key Audit Matters Auditor’s Response

overdue status of loans for intended
purpose. Higher assessment of availability
and accuracy of required data for
impairment of loans and advances under
incurred loss model as well as NRB
provisioning norms is regarded as key audit
matters.

3. | Information Technology

The  Microfinance’s  key  financial | Our audit approach regarding obtaining

accounting and reporting processes are | reliance on Microfinance's IT system

highly dependent on the automated controls | included the following procedures:

over the Microfinance's IT systems. There | a. We tested the design, operation and

is a risk that gaps in the change | effectiveness of control over providing,

management, segregation of duties or user | denying/removing and appropriateness of

access management controls (in relation to | access rights on the accounting and

key financial accounting and reporting | reporting system of the microfinance.

systems) may undermine our ability to | b.Obtained and reviewed the change

place some reliance thereon in our audit. management policies and for a sample of
changes in inputs and control functions, on
the system has been reviewed to confirm
that changes had been performed in line
with approved decisions.

c. Tested a sample of the automated controls
that are designed to enforce appropriate
segregation of duties.

d.We have tested a sample of outputs
particularly interest income and expenses
on loans and advances of the system
through manual calculations.

Other Information

Management is responsible for the preparation of other information. The other information
comprises the information included in the Annual Report but does not include 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.

Our responsibility is to read the Other Information, and in doing so, consider whether the Other
Information is materially inconsistent with the financial statements, or our knowledge obtained in
course of our audit or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

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

© Management is responsible for the preparation and fair presentation of the financial statements in
accordance with NFRS, and for such internal control as management determines is.necessary to

O
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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 concern 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 Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of Financial Statements

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

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

e [dentify 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.

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

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

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

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

Report on Other Legal and Regulatory Requirements

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

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

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

e The Statement of Financial Position, the Statement 6f Profit or Loss and Other Comprehensive
Income, the Cash Flow Statement, and the Statement of Changes in Equity dealt with by this
report are in agreement with the books of accounts maintained by the company.

e Returns received from the branch offices of the company were adequate for the e p ,Lupose of our
audit though the statements are independently not audited. ‘
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e The capital fund, risk bearing fund and the provisions for possible impairment of assets of the
company are adequate considering the Directives issued by Nepal Rastra Bank.

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

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

Prashidhda Neupane, FCA.
Partner

Shrestha & Neupane Associates
Chartered Accountants

UDIN: 251221CA0126 IMBsmt
Place: Kathmandu, Nepal
Date: 2082/09/06
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NESDO SAMBRIDHA LAGHUBITTA BITTIYE SANSTHA LTD.

&2 aiftfep FTEIRUT AaT-20Ca

KUSHMA 6, PARBAT
STATEMENT OF FINANCIAL POSITION
Ashadh 32, 2082
Amount in NRs.
Particular Note Ashadh 32, 2082 Ashadh 31, 2081

Assets
Cash and Cash equivalent 41 973,524,240 894,458,804
Statutary Balances and Due from Nepal Rastra Bank 42 - -
Placement with Bank & Financial Institutions 43 a =
Derivative Financial Instruments 44 - -
Other Trading Assets 45 - -
Loan and Advances to MFls & Cooperatives 4.6 = =
Loans and Advances to Customers 47 3,022,934 964 3,338,172,247
Investment Securities 48 - -
Current Tax Assets 49 - -
Investment Property 4.10 - -
Property and Equipment 4.11 38,212,362 31,706,245
Goodwill and Intangible assets 4.12 - -
Deferred Tax Assets 4.13 29,133,406 26,236,369
Other Assets 414 4,674,342 5,694,473
Total Assets 4,068,479,315 4,296,268,138
Liabilities
Due to Bank and Financial Institutions 4.15 100,000,000 170,000,000
Due to Nepal Rastra Bank 4.16 -
Derivative Financial Instrument 4.17 - -
Deposits from Customers 418 2,430,199,075 2,350,142,292
Borrowing 4.19 - -
Current Tax Liabilities 49 34,913,018 56,042,449
Provisions 420 - -
Deferred Tax Liabilities 4.13 - -
Other Liabilities 421 806,381,699 939,236,524
Debt Securities Issued 422 - -
Subordinated Liabilities 423 - -
Total Liabilities 3,371,493,792 3,515,421,266
Equity
Share Capital 424 291,337,500 255,000,000
Share Premium - -
Retained Earnings 99,423,519 217,440,854
Reserves 425 306,224,504 308,406,019
Total Equity 696,985,522 780,846,873
Total Liabilities & Equity 4,068,479,315 4,296,268,138
Contingent Liabilities and Commitment 426 - -
Met assets value per share 23924 306.21
The accompanying notes form an integral part of theses financial statements.

As per the report of our even date

Sabitri Khatri tri Lamichhane Bisho
Chairman Director
=) @ﬁ
’
it
Resham Bahadur Khatri  Durga Bahadur Shah
Independent Director
Date: 2082.09.06

Place: Pokhara

ar Bijukchhe

ghrestha

Director

A%

Ashok Kumar Acharya

Chief Executive Officer

Director

For; Shrestha & Neupane Associates

Ratna Prasad Adtukari Youdhis

Prashidhda Neupane, FCA.

Partner

Sharma

* Sr. Mandy
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NESDO SAMBRIDHA LAGHUBITTA BITTIYE SANSTHA LTD.

KUSHMA 6, PARBAT
Statement of Profit or Loss

For the Year Ended on 32 Ashadh, 2082
Amount in NRs.
Particular Note 2081/82 2081/82

Interest Income 427 524,922,843 632,328,167
Interest Expense 4.28 (242,803,828) (274,619,272)
Net Interest Income 282,119,014 357,708,895
Fee and Commission Income 4.29 35,609,873 38,360,179
Fee and Commission Expense 4.30 167,312 -
Net Fee and Commission Income 35,442,561 38,360,179
Net Interest, Fee and Commission Income 317,561,576 396,069,075
Net Trading Income 4.31 - -
Other Operating Income 4.32 190,670,335 21,022,521
Total Operating Income 508,231,911 417,091,596
Impairment charge/(reversal) for loans and other losses 433 341,996,182 282,222,869
Net Operating Income 166,235,729 134,868,726
Operating Expense
Personnel Expenses 4.34 113,168,518 113,234,000
Other Operating Expenses 4.35 20,540,777 47,991,946
Depreciation & Amortization 4.36 11,419,412 11,125,010
Operating Profit 21,107,022 (37,482,229)
Non Operating Income 4.37 - -
Non Operating Expense 4.38 - -
Profit before Income Tax 21,107,022 (37,482,229)
Income Tax Expense 439 110,960,154 84,240,333

Current Tax 118,096,043 90,029,195

Deferred Tax (7,135,889) (5,788,861)
Profit for the year (89,853,132) (121,722,563)
Profit attributable to:
Equity holders of the Financial Institution (89,853,132) (121,722,563)
Profit for the year (89,853,132) (121,722,563)
Earnings per share
Basic earnings per share (30.84) (47.73)
Diluted earnings per share (30.84) (47.73)

e accompanying notes form an integral part of theses financial statements.

As per the report of our even date
For; Shrestha & Neupane Associates

Chartéred Accountants
\»\
. e N %
Sabitri Khatri Chhetri Lamichhane Bisho Kumar Bijukchhe Ashok Kumar Acharya Prashidhda Neupane, FCA.
Chairman Director Chief Executive Officer Partner
D \ { : :
HRstr
Resham Bahadur Khatri Durga Bahadur Shah Anjal 8ﬁrestha Ratna Prasad Adhikari YoudhisthiN3&usal Sharma
Director Independent Director  Director Director

Date: 2082.09.06
Place: Pokhara

Sr. Manager
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NESDO SAMBRIDHA LAGHUBITTA BITTIYE SANSTHA LTD.
KUSHMA 6, PARBAT
Statement of Comprehensive Income
For the Year Ended on 32 Ashadh, 2082
Amount in NRs.

Note 2081/82 2080/81
Profit for the year (89,853,132) (121,722,563)
Other comprehensive income, net of income tax
a) Items that will not be reclassified to profit or los
Gains/(losses) from investments in equity instruments measured at fair value - -
Gains/(losses) on Revalation - -
Actuarial gains/(losses) on defined benefit plans 14,129,506 (15,333,788)
Income tax relating to above items (4,238,852) 4,600,136
Net other comprehensive income that will not be reclassified to profit or loss 9,890,654 (10,733,652)

b) Items that are or may be reclassified to profit or loss

Gains/(losses) on cash flow hedge

Exchange gains/(losses) (arising from translating financial assets of foreign operation)

Income tax relating to above items

Reclassify to profit or loss

Net other comprehensive income that are or may be reclassified to profit or loss - <
Other comprehensive income for the year, net of income tax 9,890,654 (10,733,652)
comprehensive income for the year (79,962,478) (132,456,214)

As per the report of our even date
For; Shrestha & Neupane Associates

Chartered Accountants
Sabitri Khatri etri Lamichhane Bisho Kumar Bijukchhe Ashok Kumar Acharya Prashidhda Neupane, FCA.
Chairman Director Chief Executive Officer ) Partner
il ez
bl Z Vi
Re Bahadur Khatri Durga Bahadur Shah Anjal Shrestha Ratna Prasad Adhikari Youdhisthir al Sharma
Director Independent Director Director Director Sr. Manage

Date: 2082.09.06
Place: Pokhara
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NESDO SAMBRIDHA LAGHUBITTA BITTIYE SANSTHA LTD.
KUSHMA 6, PARBAT
Statement of distributable profit or loss
For the Year Ended Ashadh 32, 2082
(As per NRB Regulation)

Amount in NRs.
Ashadh 32, 2082 Ashadh 31, 2081
Net profit or (loss) as per statement of profit or loss (89,853,132) (121,722,563)
Appropriations:
a. General reserve = -

b. Foreign exchange fluctuation fund - -
c. Capital redemption reserve - -
d. Corporate social responsibility fund - 5
e. Staff skill development fund = 5
f. Client protection fund = =
g. Other - "

Profit or (loss) before regulatory adjustment (89,853,132) (121,722,563)
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) (490,029) (4,211,032)
b. Short loan loss provision in accounts (-)/reversal (+) - -

c. Short provision for possible losses on investment (-)/reversal (+) = -
d. Short loan loss provision on Non Banking Assets (-)/reversal (+) - -
e. Deferred tax assets recognized (-)/ reversal (+) (2,897,037) (10,388,998)
f. Goodwill recognized (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognized (-)/reversal (+) - =

h. Actuarial loss recognized (-)/reversal (+) 14,129,506 (14,429,045)

i. Writeback of restructured/rescheduled loan loss provision (+/-) - (10,229,985)
Net Profit for the year end 2082 available for distribution (79,110,692) (160,981,622)
Opening Retained Earnings 217,440,854 416,672,476
Adjustment (+/-) - -
Distribution (38,906,643) (38,250,000)
Bonus Shares issued (36,337,500) -
Share Issuance Cost (656,643)
Cash Dividend Paid (1,912,500) (38,250,000)
Total distributable profit or (loss) as on year end date 99,423,519 217,440,854

As per the report of our even date
For; Shrestha & Neupane Associates
Chartered Accountants

Bisho ar Bijukchhe

Sabitri Khatri Clfhetri Lamichhane Ashok Kumar Acharya Prashidhda Neupane, FCA.
Chairman Director Chief Executive Officer Partner
’ 6}(\/ !
o\ P Y
Resham Bahadur Khatri Durga Bahadur Shah Anfa¥ Shrestha Ratna Prasad Adhikari Youdhisthir BNusal Sharma
Director Independent Director Director Director Sr. Manager

Date: 2082.09.06
Place: Pokhara
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NESDO SAMBRIDHA LAGHUBITTA BITTIYE SANSTHA LTD.
KUSHMA 6, PARBAT
Statement of Cash Flows
For the Year Ended Ashadh 32, 2082

Amount in NRs.

Particulars 2081/82 2080/81
CASH FLOWS FROM OPERATING ACTIVITIES
Interest received 524,432,814 628,117,135
Fees and other income received 35,609,873 38,360,179
Divided received - -
Receipts from other operating activities 190,670,335 21,022,521
Interest paid (242,803,828) (288,935,437)
Commission and fees paid (167,312) -
Cash payment to employees (111,675,791) (125,078,384)
Other expense paid (20,126,397) (48,757,815)
Operating cash flows before changes in operating assets and liabilities 375,939,693 224,728,200
(I )/D in op g assets (25,248,739) 9,549,312
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions = e
Other trading assets - -
Loan and advances to bank and financial institutions - &
Loans and advances to customers (26,268,870) 9,665,874
Other asset 1,020,131 (116,562)
I /(D ) in op g liabilities (110,575,642) (341,750,012)
Due to bank and financial institution (70,000,000) (42,500,000)
Due to Nepal Rastra Bank = &
Deposit from customers 80,056,783 (195,762,023)
Borrowings - (150,000,000)
Other liabilities (120,632,425) 46,512,012
Net cash flow from operating activities before tax paid 240,115,312 (107,472,500)
Income taxes paid (139,225,474) (61,392,195)
Net cash flow from operating activitie . 100,889,837 (168,864,694)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities - <
Receipts from sale of inv securities - =
Purchase of property and equipment (17,925,529) (12,091,770)
Receipt from the sale of property and equipment ) - -
Purchase of intangible assets - =
Purchase of investment properties - =
Net cash used in investing activities (17,925,529) (12,091,770)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipt from issue of debt securities = -
Receipt from issue of subordinated liabilities = .
Receipt from issue of shares e -
Dividends paid (1,912,500) (38,250,000)
Share issue cost (656,643) =
Other receipt/payment (1,329,729) (3,523,187)
Net cash from financing activities (3,898,872) (41,773,187)
Net increase (decrease) in cash and cash equivalents 79,065,436 (222,729,651)

894,458,804 1,117,188,455 .

973,524,240 894,458,804

As per the report of our even date
For; Shrestha & Neup Associates
Chartered 'Acm_uhtants N

v /

Arin_ ?\/‘:

’
Sabitri Khatri Chhetri Lamichhane Bisho Klimar Bijukchhe Ashok Kumar Acharya Prashldhda Neupane, ECA.
Chairman Director Chief Executive Officer Partner

(
ATt - X il N/

esham Bahadur Khatri Durga Bahadur Shah Anja restha Ratna Prasad Adhikari Youdhisthir Bhusal Sharma
Director Independent Director Director Director Sr. Manager

Date: 2082.09.06
Place: Pokhara
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Notes to Financial Statements

Cash and Cash Equivalent 4.1
Particular 32-03-2082 31-03-2081

Cash in hand 2,118,555 4,203,639
Balances with B/FIs 971,405,685 890,255,165
Money at call and short notice - =
Other - =
Total 973,524,240 894,458,804
Statutory Balances and Due from Nepal Rastra Bank 4.2
Particular 32-03-2082 31-03-2081
Statutory balances with NRB = =

Statutory balances with BFIs = E
Securities purchased under resale agreement - -
Other deposit and receivable from NRB - -
Total - 5

Placement with Bank & Financial Institutions 4.3

Particular 32-03-2082 31-03-2081
Placement with domestic Fls - -

Less: Allowances for impairment - =
Total - =

Derivative Financial Instruments . 44

Particular 32-03-2082 31-03-2081
Held for trading
Interest rate swap e s

Currency swap = -
Forward exchange contract - 4
Others = 3
Held for risk management B r
Interest rate swap - =
Currency swap 5 =
Forward exchange contract ¢ - -
Others E -
Total = .




Born To
vy Serve

‘ ’ Vst T R,
@A eI erglere ferdier ereen fer " Iidk aiffas AR AaMT-00TR

Notes to Financial Statements

Other Trading Assets 4.5

Particular 32-03-2082 31-03-2081

Treasury bills = =

Government bonds = -
NRB Bonds = -
Domestic Corporate bonds = =
Equities & =
Other - _
Total 5 -
Pledged & 5
Non-pledged - "

Loan and Advances to MFIs & Cooperatives 4.6

Particular 32-03-2082 31-03-2081

Loans to microfinance institutions - -

Loans to Fls

Loans to cooperative

Less: allowance for impairment Other - -
Less: Allowances for impairment - -
Total - -

4.6.1. Allowances for Impairment

Particular 32-03-2082 31-03-2081
Balance at Shrawan 1 - -

Impairment loss for the year:

Charge for the year = x
Recoveries/reversal

Amount written off

Balance at Asar end = -

Loans and Advances to Customers 4.7,
Particular 32-03-2082 31-03-2081
Loan and advances measured at amortized cost ’ 4,136,359,720 4,109,600,821
Less: Impairment allowances
Collective impairment (1,113,424,756) (771,428,574)
Individual impairment -
Net amount 3,022,934,964 3,338,172,247

3 d_gmand advances measured at FVTPL &
.~ Total 3,022,934,964 3,338,172,247. .\

X\ )
/ -~

g




‘ ' . Born To
0‘ et ereyg g farefter efearrfe. ¥ arffes reIRuT Jam-0Ca yng)g

Notes to Financial Statements

4.7.1: Analysis of loan and advances - By Product

Particular 32-03-2082 31-03-2081

Product = i
Term loan & -

Short term, term loan - -
Long term, term loan = _
Hire purchase loans - -
Personal Residential Loans = -
Staff loans 16,106,614 25,562,424
Other 4,078,855,241 4,043,130,561
Sub total 4,094,961,855 4,068,692,985
Interest receivable 41,397,865 40,907,836
Grand total 4,136,359,720 4,109,600,821

4.7.2: Analysis of Loan and Advances - By Collateral

Particular 32-03-2082 31-03-2081
Secured
Immovable assets 232,750,203 257,437,282

Government guarantee - =

Collateral of Government securities - -
Collateral of Fixed Deposit Receipt - -
Group guarantee - -
Personal guarante - =
Other collateral = =
Sub-Total 232,750,203 257,437,282
Unsecured 3,903,609,517 3,852,163,539
Total 4,136,359,720 4,109,600,821
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Notes to Financial Statements

4.7.3: Allowances for impairment

At each reporting date, the Microfinance has assessed whether there exists objective evidence that a financial
asset or group of financial assets not carried at fair value through profit or loss are impaired. A financial asset
or a group of financial assets is impaired when objective evidence demonstrates that a loss event has occurred
after the initial recognition of the asset(s), and that the loss event has an impact on the future cash flows of the
asset(s) that can be estimated reliably.

An entity shall assess at the end of each reporting period whether there is any objective evidence that a
financial asset or group of financial assets measured at amortized cost is impaired. If any such evidence exists,
the entity shall apply NFRS 9 : Financial Instrument, to determine the amount of any impairment loss. ICAN
has issued carve out on incurred loss model to measure the impairment loss on loan and advances that the
bank and financial instructions shall measure impairment loss on loan and advances as the higher of amount
derived as per Nepal Rastra Bank for loan loss provision and amount determined as per NFRS 9. The provision
as per Nepal Rastra Bank for loan loss provision is higher than the amount determined as per NFRS 9. So,
Impairment loss on Loan and Advances has been determined based on current period’s loan disbursement
using direction issued by the NRB.

Particular 32-03-2082 31-03-2081

Specific allowances for impairment
Balance at Shrawan 1 = -
Impairment loss for the year: - =
Charge for the year 5 =
Recoveries/reversal during the year - g
Write-offs . .
Other movement
Balance at Ashadh end - =
Collective allowances for impairment

771,428,574 489,205,705
249,998,788 282,222,869
Charge/(reversal) for the year = =

Balance at Shrawan 1
Impairment loss for the year:

Recoveries/reversal during the year = 2
Other movement - -
Balance at Ashadh end

1,021,427,361

771,428,574

Total allowances for impairment

1,021,427,361

771,428,574

Loan Loss Provision as Per NRB:

Particular

32-03-2082

31-03-2081

Opening Loan Impairment
~ Charge/(reversal) for the year
Other movement

771,428,574
341,996,182

489,205,705
282,222,869

Balance at Ashadh end

1,113,424,756

771,428,574

__ Total allowances for impairment

1,113,424,756

771,428,574

420«/ [J { V-L
v

1
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Notes to Financial Statements

Investment Securities 4.8

Particular 32-03-2082 31-03-2081

Investment securities measured at amortized cost - i =
Investment in equity measured at FVTOCI - -
Total e &

4.8.1: Investment Securities measured at Amortized Cost

‘Particular 32-03-2082 31-03-2081
Debt securities - -

Government bonds = -
Government treasury bills = -
Nepal Rastra Bank bonds - 2
Nepal Rastra Bank deposits instruments - -
Other " .
Less: specific allowances for impairment - -
Total = ' .

4.8.2: Investment in equity measured at fair value through other comprehensive income
Particular 32-03-2082 31-03-2081

Equity instruments

Quoted equity securities - -
Unquoted equity securitie - -
Total - -
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Notes to Financial Statements

Current tax assets 49

Particular 32-03-2082 31-03-2081

Current tax assets 83,183,026 33,986,746
Current year income tax assets 83,183,026 33,986,746

Tax assets of prior periods

Current tax liabilities 118,096,043 90,029,195
Current year income tax liabilities 118,096,043 90,029,195
Tax liabilities of prior periods - -

Total (34,913,018) (56,042,449)

Investment properties 4.10

Particular 32-03-2082 31-03-2081

Investment properties measured at fair value
Balance as on Shrawan 1, - =
Addition/disposal during the year - -
Net changes in fair value during the year
Adjustment/transfer

Net amount - -

Investment properties measured at cost
Balance as on Shrawan 1, - -
Addition/disposal during the year
Adjustment/transfer
Accumulated depreciation
Accumulated impairment loss

Net amount = -
Total - o

A Wy g T

*
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Notes to Financial Statements

Goodwill & Intangible Assets 4.12

Goodwill Software

Particular Purchased Developed Other Total

Cost

Shrawan 1, 2080 % 3 5 - i

Addition during the Year - - 5 - B
Acquisition - - # 2 5
Capitalization - - - -

Disposal during the year - - - @ o

Adjustment/Revaluation - - - s -

Balance as on Asar end 2081 - - - = z

Addition during the Year - = = .
Acquisition - - 4 2
Capitalization - - - -

Disposal during the year - = 2 s

Adjustment/Revaluation - = 5 -

Balance as on Asar end 2082 - - - -

Amortization and Impairment

Shrawan 1, 2080 - B - - .
Amortization charge for the Year - - 5 s s
Impairment for the year - -
Disposals - - = - s
Adjustment - 3 = 2
As on Asar end 2081 - - - g
Amortization charge for the Year

Impairment for the year - - = ) &
Disposals - - s a 5
Adjustment - - = -
As on Asar end 2081 - - - & 5
Capital Work in Progress

Net Book Value

As on Asar end 2081 - - - - =
As on Asar end 2082 - - - 4 s
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Notes to Financial Statements

Deferred Tax 413
rabd Asar end 2082

Particular Deferred Tax Assets eL.er:l‘ - Net Deferred Tax
i Assets/(Liabilities)

Deferred tax on temporary differences on following items
Loan and Advance to B/FIs - = -
Loans and advances to customer - - -

Investment properties i ~ -
Investment securities - - -
Property & equipment # 9,770,695 : (9,770,695)
Employees' defined benefit plan 19,756,956 - 19,756,956
Leave Provision 4,476,316 4,476,316
Lease liabilities 12,476,883 - 12,476,883
Provisions ~ - -
Undistributed employee bonus 2,193,946 - 2,193,946

Other temporary differences - = =

Effect in Deferred tax asset due to adjustment of lease and ROU -
Deferred tax on temporary differences 38,904,101 9,770,695 29,133,406
Deferred tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rate - 2 =

Net Deferred tax asset/(liabilities) as on Ashadh 32, 2082 29,133,406
Deferred tax asset/(liabilities) as on Ashadh 31, 2081 26,236,369
Origination/(Reversal) during the year 2,897,037
Deferred tax expense/(income) recognized in profit or loss 7,135,889
Deferred tax expense/(income) recognized in other comprehensive income (4,238,852)

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

Asar end 2081
Particular Deferred Tax Assets Df::ﬁ Tax Net Deferred Tax
ty Assets/(Liabilities)
Deferred tax on temporary differences on following items
Loan and Advance to B/FIs - - -
Loans and advances to customer - - -
Investment properties - - -
Investment securities - - -
Property & equipment = 9,016,912 (9,016,912)
Employees' defined benefit plan ~ ° 19,773,967 - 19,773,967
Leave Provision 4,088,432 4,088,432
Lease liabilities 8,819,673 - 8,819,673
Provisions “ - -
Undistributed employee bonus 2,571,208 - 2,571,208
Other temporary differences s - -
Deferred tax on temporary differences 35,253,280 9,016,912 26,236,369
Deferred tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rate - - -
Net Deferred tax asset/(liabilities) as on Ashadh 31, 2081 7 26,236,369
Deferred tax asset/(liabilities) as on Ashadh 31, 2080 15,847,371
Origination/(Reversal) during the year 10,388,998
Deferred tax expense/(income) recognized in profit or loss 5,788,861
Deferred tax expense/(income) recognized in other comprehensive income 4,600,136

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

At Y ol V/AT’ 93/ '733'*-/ v
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Defessed o Asar end 2080
Particular Deferred Tax Assets . Net Deferred Tax
Liability e
Assets/(Liabilities)
Deferred tax on temporary differences on following items
Loan and Advance to B/FIs - - -
Loans and advances to customer - = =
Investment properties - - -
Investment securities - - -
Property & equipment = 7,308,426 (7,308,426)
Employees' defined benefit plan 12,538,460 - 12,538,460
Leave Provision 2,484,658 2,484,658
Lease liabilities 8,132,679 - 8,132,679
Provisions - - -
Undistributed employee bonus - - -
Other temporary differences - = -
Deferred tax on temporary differences 23,155,797 7,308,426 15,847,371
Deferred tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rate - = =
Net Deferred tax asset/(liabilities) as on Ashadh 31, 2080 7,308,426 15,847,371
Deferred tax asset/(liabilities) as on Ashadh 32, 2079 11,933,303 11,933,303
Origination/(Reversal) during the year (4,624,877) 3,914,068
Deferred tax expense/(income) recognized in profit or loss 3,642,645 3,642,645
Deferred tax expense/(income) recognized in other comprehensive income 271,423 271,423
Deferred tax expense/(income) recognized in directly in equity - -
Other Assets 4.14
Particular 32-03-2082 31-03-2081
Assets held for sale - -
Othier non banking asset - -
Bills receivable - -
Accounts receivable 820,365 620,034
Staff Advances 294,373 62,325
Prepayments and deposit 44,556 17,431
Income tax deposit - -
Deferred employee expenditure 1,803,510 3,132,471
Other 1,711,538 1,862,212
Inventories 1,034,866 1,037,993
Deposit (Income Tax Deposit-Administrative Review) 676,672 824,219
Total 4,674,342 5,694,473

S it S 7T @
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Notes to Financial Statements

Due to Bank and Financial Institutions

4.15

Particular

32-03-2082

31-03-2081

Borrowing from BFIs
Settlement and clearing accounts
Other

100,000,000

170,000,000

Total

100,000,000

170,000,000

Due to Nepal Rastra Bank

4.16

Particular

32-03-2082

31-03-2081

Refinance from NRB

Standing Liquidity Facility

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

Total

Derivative financial instruments

4.17

Particular

32-03-2082

31-03-2081

Held for trading
Interest rate swap
Currency swap
Forward exchange contract
Others

Held for risk management
Interest rate swap
Currency swap
Forward exchange contract
Others

Total

Deposits from customers

4.18

Particular

32-03-2082

31-03-2081

Institutions customers

Term deposits
Call deposit
Other

Individual customers:

2,430,199,075
-/
2,430,199,075

2,350,142,292

2,350,142,292

2,430,199,075

2,350,142,292

MZ“/ ¢
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Notes to Financial Statements

Due to Bank and Financial Institutions

4.15

Particular

32-03-2082 31-03-2081

Borrowing from BFls
Settlement and clearing accounts
Other

100,000,000

170,000,000

Total

100,000,000 170,000,000

Due to Nepal Rastra Bank

4.16

Particular

32-03-2082 31-03-2081

Refinance from NRB

Standing Liquidity Facility

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

Total

Derivative financial instruments

417

Particular

32-03-2082 31-03-2081

Held for trading
Interest rate swap
Currency swap
Forward exchange contract
Others

Held for risk management
Interest rate swap
Currency swap
Forward exchange contract
Others

Total

Deposits from customers

418

Particular

32-03-2082 31-03-2081

Institutions customers

Term deposits

Call deposit

Other
Individual customers:

2,430,199,075 2,350,142,292
./ ]
2,430,199,075 2,350,142,292

2,430,199,075 2,350,142,292

M/ 4 ?t
i o5
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Borrowing : 419

Particular 32-03-2082 31-03-2081
Domestic Borrowing

Nepal Government

Other licensed Institution z p

Other = =
Sub total = 3
Foreign Borrowing e =

Foreign Bank and Financial Institutions - =
Multilateral Development Banks = s
Other Institutions = : =
Sub total 3 7
Total = =

Provisions 4.20

Particular 32-03-2082 31-03-2081
Provisions for redundancy - -

Provision for restructuring = 5
Pending legal issues and tax litigation - -
Onerous contracts

Onerous contract - i
Total - S

4.20.1: Movement in provision

Particular 32-03-2082 31-03-2081
Balance at Shrawan 1 - -
Provisions made during the yea 5 E

Provisions used during the year 2 z
Provisions reversed during the year : = =
Unwind of discount = =

Balance at Asar end = = ) =

&
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Other liabilities 4.21
Particular 32-03-2082 31-03-2081
Liability for employees defined benefit obligations-4.21.1 65,856,521 65,913,223
Liability for long-service leave 14,921,054 13,628,108
Short-term employee benefits (Providend Fund) - 831,200
Bills payable - -
Creditors and accruals 1,005,072 590,693
Interest payable on deposit = -
Interest payable on borrowing (NESDO Nepal) - -
Liabilities on deferred grant income - =
Dividend Payable - -
Employee bonus payable 9,658,378 8,570,695
Liabilities under Finance Lease 41,589,610 29,398,909
Other 673,351,064 820,303,697
Members Pension Deposit Fund 686,942 140,877,932
Members Pension Nominee Account 658,773,655 655,856,605
Employee Deposits 208,000 208,000
Employees Payables 577,461 549,401
Members Account 979,032 1,412,679
Social Service & Institutional Fund 1,534,394 4,641,204
Audit Fee Payable 446,000 446,000
TDS Payables 3,844,386 6,195,734
Insurance Premium Payable 5,893,976 5,297,379
AService Charge Payable to Members 407,218 4,712,719
Unidentified Deposit 5 106,044
Total 806,381,699 939,236,524
4.21.1: Defined benefit obligations
Gratuity
The amounts recognized in the statement of financial position are as follows:
Particular 32-03-2082 31-03-2081
Present value of funded obligations
Total present value of obligations 65,856,521 65,913,223
Fair value of plan assets - -
Present value of net obligations 65,856,521 65,913,223
Recognized liability for defined benefit obligations 65,856,521 65,913,223
Total 65,856,521 65,913,223
Liability for long-service leave
o %@;ﬂﬁcnlar 32-03-2082 31-03-2081
\,E;tg value of funded obligations -
iz @t?l pﬁesent value of obligations 14,921,054 13,628,108
% ;‘;,»w e of plan assets - -
*%\/P g&éﬂt value of net obligations 14,921,054 13,628,108
Q]UT‘Wi'z"Récogmzed liability for defined benefit obligations 14,921,054 % 13,628,108
op, Ly 2 oFf V?‘“{Pm‘/ 7 e
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Total 14,921,054 . 13,628,108

ﬁj2:~./ l il e/ = o\l
//i ‘.‘. ] 2|




>
‘ ’ viest eteyg erg i fdier etean i@, Born To
@ " 3¢ aiffas JmenRuT Jam-20ca

Notes to Financial Statements

4.21.2: Plan assets

Plan assets comprise

Particular 32-03-2082 31-03-2081

Equity securities - -

Government bonds - -

Bank deposit - -

Other - -
Total - =

4.21.3: Movement in the present value of defined benefit obligations

Gratuity

Particular 32-03-2082 31-03-2081

Defined benefit obligations at Shrawan 1 65,913,223 41,794,865

Restatement on opening balance due to actuarial valuation - -

Restatement on opening balance due to prior period error 260,000 -

Actuarial loss/(gain) (14,129,506) 15,333,788

Benefits paid by the plan (1,167,600) (1,901,100)

Current service costs and interest 14,980,404 10,685,670
Defined benefit obligations as at Asar end. 65,856,521 65,913,223

Long-service leave

Particular 32-03-2082 31-03-2081

Defined benefit obligations at Shrawan 1 13,628,108 8,282,194

Restatement on opening balance due to actuarial valuation

Actuarial loss/(gain) (1,594,975) 4,040,297

Benefits paid by the plan (480,087) (1,233,817)

Current service costs and interest 3,368,008 2,539,434
Defined benefit obligations as at Asar end. 14,921,054 13,628,108

4.21.4: Movement in the fair value of plan assets

Gratuity & Leave

Particular 32-03-2082 31-03-2081

Fair value of plan assets at Shrawan 1 - -

Contributions paid into the plan - -

Benefits paid during the year - -

Actuarial (losses) gains - -

Expected return on plan asset = 2
Total - -

4.21.5: Amount recognized in profit or loss

Gratuity

Particular 32-03-2082 31-03-2081

Current service costs 10,389,144 6,997,982

Interest on obligation 4,591,260 3,687,688

« ";E&pected return on plan assets - -
% 14,980,404

L a1 (s

10,685,670

'
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Notes to Financial Statements

Long-service leave

Particular 32-03-2082 31-03-2081
Current service costs 2,430,843 1,849,558
Interest on obligation 937,165 689,876
Actuarial loss/(gain) (1,594,975) : 4,040,297
Total 1,773,033 6,579,731

4.21.6: Amount recognized in other comprehensive income

Gratuity

Particular 32-03-2082 31-03-2081
Actuarial (gain)/loss (14,129,506) 15,333,788
Total (14,129,506) 15,333,788

4.21.7: Actuarial assumptions

Particular 32-03-2082 31-03-2081
Discount rate 7.0% 7.0%
Expected return on plan asset 7.0% 9.0%

Future salary increase 5.0% 5.0%
Withdrawal rate 1.0% ©1.0%

Debt securities issued 422
Particular 32-03-2082 31-03-2081

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

Subordinated Liabilities 423

Particular 32-03-2082 31-03-2081

Redeemable preference shares g =

Irredeemable cumulative preference shares (liabilities component) - -
Other 5 E -
Total - i E

039, "
N g
BRI
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Share Capital 4.24
Particular 32-03-2082 31-03-2081
Ordinary shares 274,237,500 255,000,000
Undistributed Bonus Share 17,100,000 =
Share Application Money Pending Allotment
Convertible preference shares (equity component only) - -
Irredeemable preference shares (equity component only) . .
Perpetual debt (equity component only) = -
Total 291,337,500 255,000,000

During FY 2080/81, the company declared bonus shares amounting to NRs. 36,337,500. However, as per Letter
No. 301 dated 2081/11/02 issued by Nepal Rastra Bank, the company was instructed to withhold the
distribution of dividends (including capitalization of profits) until the promoter shareholding is restored to
the required minimum of 25% per promoter. Accordingly, Company has notified RTS service provider Global
IME Capital Limited to suspend the distribution of the declared dividend. As a result, the bonus shares
amounting to NRs. 17,100,000 has remained undistributed as of the reporting date.

4.24.1: Ordinary shares

Particular 32-03-2082 31-03-2081
Authorized Capital
5,000,000 Ordinary share of Rs. 100 each 500,000,000 500,000,000
Issued capital
5,000,000 Ordinary share of Rs. 100 each 500,000,000 255,000,000
Subscribed and paid up capital
2,913,375 Ordinary share of Rs. 100 each * 291,337,500 255,000,000
Total 291,337,500 255,000,000
*This figure includes undistributed bonus shares as mentioned in Note 4.24
4.24.2: Ordinary share ownership
. 32-03-2082
Particular
Percent Amount
Domestic ownership (Promoter)
Nepal Government
"A" class licensed institutions 4.90% 14,281,250
Other licensed Institutions - %
Other Institutions 47.06% 137,100,000
Other 15.54% 45,271,563
Domestic ownership (Public) e »
Nepal Government s .
- A class Licensed Institutions - -
Other licensed Institutions 5 =
Other Institutions 32.05% 93,371,146
“2)\Other 0.45% 1,313,541
reign ownership Promoter
- oféign Ownership Public
oty e I0tal 100% 291,337,500

% i i fﬁﬁf h 9, P /
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Shareholders holding more than 0.5% of total shares 32-03-2082
Shareholders name Shares numbers Amount
NESDO Nepal 1,371,000 137,100,000
Prabhu Bank 142,813 14,281,250
Bishwa Prakash Prasai Thakuri 42,844 4,284,375
Sabitri Khatari Chhetri 17,138 1,713,750
Kamal Prasad Sharma 17,138 1,713,750
Karna Bahadur Lamichhane 17,138 1,713,750
Fiscal Year 1,608,069 160,806,875
Reserves 4.25
Particular 32-03-2082 31-03-2081

Statutory general reserve 116,031,441 116,031,441
Capital reserve - =
Exchange Equalization Reserve -
Investment adjustment reserve - -
Corporate social responsibility reserve 3,692,323 3,692,323
Client Protection Fund 99,544,172 98,309,459
Capital redemption reserve - =
Regulatory reserve 73,699,363 74,551,148
Assets revaluation reserve - =
Fair value reserve = =
Dividend equalization reserve -
Actuarial gain reserve - 5
Deferred Tax Reserve 5 =

© Staff Skill Development Fund 3,027,220 5,591,663
Restructured/Rescheduled Loan Loss Reserve 10,229,985 110,229,985
Total

308,406,019

306,224,504 .
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Contingent liabilities and commitments 4.26

Particular 32-03-2082 31-03-2081
Contingent liabilities & =
Undrawn and undisbursed facilities = -

Capital commitment - -
Total N - &

4.26.1: Capital commitments

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

Particular 32-03-2082 31-03-2081

Capital commitments in relation to Property and
Equipment

Approved and contracted for
Approved but not contracted for =

Sub-total = .
“Capital commitments in relation to Intangible
assets

Approved and contracted for 2 5
Approved but not contracted for - -
Sub-total - 3
Total 3 z

4.26.2: Lease commitments

Particular 32-03-2082 31-03-2081
Operating lease commitments
Future minimum lease payments under non

cancellable operating lease, where the institution

is lessee

Not later than 1 year = -
Later than 1 year but not later than 5 years - -
Later than 5 years - -
Sub-total - -

Finance lease commitments

Future minimum lease payments under non

cancellable operating lease, where institution is

lessee

Not later than 1 year = .
Later than 1 year but not later than 5 years - -
Later than 5 years - s
Sub-total - 4
Total - -

4.26.3: Litigation and Claims

As per Letter No. 384-2079/80 issued by the Medium Taxpayers Office, Babarmahal dated 2080/03/19 the

Company has been directed to deposit Tax Deducted at Source (TDS) amounting to NPR 32,99,430.90 pursuant

to Sections 87 and 88 of the Income Tax Act, 2058. Against this liability, the Company has already deposited

NPR 676,672. The Company is in the process of reconciling the remaining balance and expects to settle the

outstanding amount in due course. Apart from this matter, there are no outstanding claims against the

company.

Particular 32-03-2082 31-03-2081 220,
Petition related to employees = 2 \@.\
Total \

2:; ﬁu\m /@% 9*%? G\QQ/?V/ Ao r/%g_— :
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Interest Income 427
Particular 2081-82 2080-81
Cash and cash equivalent B -
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions 9,555,771 38,545,358
Loan and advances to financial institutions - =
Loans and advances to customers 511,217,331 588,679,170
Investment securities = =
Loan and advances to staff 4,149,741 5,103,639
Total interest income 524,922,843 632,328,167
Interest Expense 4.28
Particular 2081-82 © 2080-81
Due to bank and financial institutions
Due to Nepal Rastra Bank »
Deposits from customers 226,448,964 236,524,944
Borrowing 12,067,120 34,013,819
Debt securities issued - -
Subordinated liabilities - -
Other

Interest on Lease Liability 4,287,745 4,080,508
Total interest expense 242,803,828 274,619,272
Fees and Commission Income 429
Particular 2081-82 2080-81
Loan administration fees 35,609,873 38,360,179

Commitment Fees = 3
Card Issuance Fees % =
Prepayment and swap fees = 5
Remittance fees - o
Brokerage Fees . "
Other fees and commission income 5 .
Total fees and Commission Income 35,609,873 38,360,179

Fees and Commission Expense 3 4.30

Particular 2081-82 2080-81

Brokerage
ATM management fees
Visa Master card Fees

167,312 —
167,312 / -
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Net Trading Income 431

Particular 2081-82 2080-81
Changes in fair value of trading assets z -

Gain/loss on disposal of trading assets - ,
Interest income on trading assets - =
Dividend income on trading assets = -
Gain/loss foreign exchange transaction - -
Other - ' =
Net trading income = =

Other Operating Income 4.32

Particular 2081-82 2080-81
Foreign exchange revaluation gain - -
Gain/loss on sale of property and equipment -

Gain/loss on sale of investment property - -

Operating lease income -

Other 190,670,335 21,022,521
Account Closing 20,378,503 -
Staff Salary & Dues Refund - 1,007,039
Late fine on Loan Repayment & Deposit of Pension Saving 21,410,043 12,427,781
BOD Meeting Allowance Refund - 88,000
Writeback of Provision of Pre-mature Pension Settlement 8,044,900 7,346,004
Job Application Fees - 9,500
Application Fees 96,125 =
Other operating income (Note 4.32.1) 140,740,764 -
Interest Income Recovered from Written off Loan - 69,510
Liability Writeoff - 74,688

Total 190,670,335 21,022,521

4.32.1 Other Operating Income

Particular 2081-82 2080-81

Other Income 740,764 -

Reversal of Pension Saving Fund 140,000,000 -

Total ’ 140,740,764 -

Impairment charge/(reversal) for loan and other losses ' 4.33

Particular 2081-82 2080-81

Impairment charge/(reversal) on loan and advances to B/FIs - -
@ﬂﬁ%@irment charge/(reversal) on loan and advances to customer 341,996,182 282,222,869

§ S
I rment charge/(reversal) on Financial Investment
7

i .__ ent charge/(reversal) on property and equipment
ifment charge/(reversal) on goodwill and intangible assets
5

ent charge/(reversal) on investment properties -
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Notes to Financial Statements

Total 341,996,182 282,222,869
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Notes to Financial Statements

Personnel Expense 434
Particular 2081-82 2080-81
Salary 85,339,568 70,610,377
Allowances 4,669,025 17,927,402
Gratuity expense 15,240,404 10,685,670
Provident fund - 5,589,200
Uniform = E
Training & development expense 301,034 -
Leave encashment 1,773,033 6,579,731
Medical 24,265 -
Insurance 944,254 -
Employees incentive 674,566 =
Pension expense - -
Finance expense under NFRSs 1,857,145 1,841,620
Other expenses related to staff

Employee Incentive = -
Sub-total 110,823,293 . 113,234,000
Employees bonus 2,345,225 -
Total 113,168,518 113,234,000
Other operating expense 4.35
Particular 2081-82 2080-81
Directors' fee 469,000 475,000
Directors' expense 262,556 249,117
Auditors' remuneration 452,000 452,000
IS Audit Fee 180,800

Other audit related expense - -
Professional and legal expense 201,988 -
Office administration expenses (4.35.1) 15,754,303 46,762,445
Operating lease expense 3,070,671 -
Operating expense of investment properties - -
Corporate social responsibility expense - -
Client Protection expenses = .
Share Issue expenses - -
Technical Service Fees 149,459 53,384
Total 20,540,777 47,991,946

~a
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4.35.1 Office Administration Expense
Particular 2081-82 2080-81
Water and electricity 778,139 874,788
Repair and maintenance -
() Building - -
(b) Vehicle 475,125 545,975
(c) Computer & Accessories 250,981
(d) Office equipment and furniture 4,620 208,341
(e) Other - -
Insurance 66,751 104,447
Postage, telex, telephone, fax 1,358,973 1,551,486
Printing and stationery 1,607,679 1,885,468
News paper, books and journals - 16,900
Advertisement 456,166 499,552
Application fee 70,000 -
Others 203,214 -
Deposit and loan guarantee premium - -
Travel allowance and expense 332,600 -
Annual/special general meeting expense 127,630 334,718
Other -
Tea/Snacks & Utilities Expenses 868,807 1,261,451
Registration & Renewal Expenses 521,050 589,750
Account Closure Expenses 138,088 164,748
Fuel Expenses 1,706,965 1,919,025
Programme Expenses = 43,975
Centre meeting operation, field visit, inspection & travelling expenses 3,067,976 4,310,408
Committee Meeting Expenses - 10,624
Recognition Expenses - 74,000
Software and Web Hosting Expense 1,349,500 1,281,420
Loan Service Charge and Banking expense - 4,975
Office Decoration & Furnishing Expenses 15,090 43,955
Member Refund Expenses - 170,785
Election Expenses - 15,000
Company Update Expenses 78,600 -
Tax Expenses 2,276,349 30,850,654
Total 15,754,303 46,762,445
Depreciation & Amortization 4.36
Particular 2081-82 2080-81
Depreciation on property and equipment 11,419,412 11,125,010
Depreciation on investment property -
oy Amortization of intangible assets -
11,419,412 111,125,010
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Notes to Financial Statements

Non Operating Income 4.37
Particular 2081-82 2080-81
Recovery of loan written off - -
Other income - -
Total = -
Non operating expense 4.38
Particular 2081-82 2080-81
Loan written off - -
Other expense = =
Total 5 =
Income tax expense 4.39
Particular 2081-82 2080-81
Current tax expense 118,096,043 90,029,195
Current year 118,096,043 90,029,195
Adjustments for prior years = -
Deferred tax expense (7,135,889) (5,788,861)
Origination and reversal of temporary differences (7,135,889) (5,788,861)
Total income tax expense 110,960,154 84,240,333
4.39.1: Reconciliation of tax expense and accounting profit
Particular 2081-82 2080-81
Profit before tax 21,107,022 (37,482,229)
Tax amount at tax rate of 30% 6,332,107 (11,244,669)
Add: Tax effect of expenses that are not deductible for tax purpose 706,485 9,255,196
Less: Tax effect on Lease Rental (3,834,258) (3,706,253)
Less : Tax Effect on Depreciation of Property & Equipments 78,490 (31,008)
Less : Tax Effect on share issuance cost (196,993) -
Add : Tax effect on depreciation of Right to Use Assets 2,950,273 2,873,549
Add: Repair & Maintenance 119,039 117,496
Add: Loan loss provision expenses of CY 102,598,855 84,666,861
Add: Loan loss provision excess claimed in PY - 63,515
Less: Loan loss provision to be claimed in the year (535,870) =
Add: Finance Expenses related to Unwinding Finance Cost- Employee - 552,486
Less: Additional Income Interest on Staff Loan - (552,486)
Add: Tax effect interest cost on Lease Liability 1,286,323 1,224,152
Add: Tax Effect on Operating lease 921,201 -
Add: Employee Bonus 2,193,946 2,571,208
dd: Tax effect on Gratuity & Leave Expenses 4,609,725 4,239,145
tal income tax expense 117,229,322 90,029,195
erest as per Section 118 of Income Tax Act 866,721 p 0
btal Tax Liability 118,096,043 /-'90,029,195
_Effective tax rate 559.51%
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5. Disclosures and Additional Information
5.1 Risk Management
The institute provides microfinance services especially to poor, low-income earners, destitute and unbanked people of backward

areas. The organization invests in group loans without collateral for their convenience, those peoples lack business skills and are
illiterate in financial transactions due to which the risks exposure are high. The organization has to develop & implement proper
mechanisms, policies and strategies to identify and control the risks on timely manner to mitigate the possible losses.

The robust risk management capabilities are essential in order to achieve an effective risk management framework and control
risks related to the business. A separate committee is essence for identifying, controlling and managing credit risk, operational
risk, market risk and liquidity risk.

Those risk management framework shall include foundation policies, limits, and controls related procedure in order to provide
adequate, timely, and continuous identification, assessment, measurement, monitoring, mitigation, and reporting of risks posed

by its activities at the business line and institution-wide levels.

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

i. Risk Management Committee:
The Risk Management Committee is an independent committee constituting member from the Board of Directors as well, who has

sole and exclusive function & responsibility for the risk management, act as oversight for implementation of risk management
framework in microfinance. The committee assists the Board of Directors in fulfilling its oversight responsibilities with regard to
risk appetite that the microfinance can tolerate and willing to assume in its exposures and business activities, risk management,
compliance framework, and governance structure that supports it. It periodically reviews the risk management process to ensure
its integrity, accuracy, and reasonableness. It also reviews whether the internal control and risk management system is adequate

or not to ensure well-ordered and prudent conduct of business.

The organization has a three-member risk management committee which is responsible for review the overall risk management
structure and monitor the effectiveness of the risk management system

ii. Risk Governance
Risk governance refers to the structure, rules, processes, and mechanisms by which decisions about risks are taken and
implemented. Microfinance implemented policies and procedures to mitigate the risk.

Microfinance has prepared and implemented policies and procedures to mitigate the risk at enterprises level arising to the
microfinance and has inculcated risk culture among the employees by establishing ownership mentality, capacity building
programs, well defined job responsibilities and inhabiting good ethical culture.

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

The microfinance’s risk governance structure structured is the way, that responsibility for maintaining risk within the
microfinance's risk blanket is dropped down from the Board to the appropriate functional, client business, senior management
and committees. The Board has set policies and procedures of risk identification, risk evaluation, risk mitigation, and control/
monitoring in line with NRB directives, and has effectively implemented the same. The effectiveness of the Microfinance’s internal
control system is reviewed regularly by the Board, its committees, senior management, and internal audit committee.

iii. Internal Control:
The Board is responsible for ensuring the microfinance has appropriate internal control framework in place that supports the
achievement of the strategies and objectives. The various functions of the microfinance should be looked upon with a view to
. : ablish a proper control mechanism is in place during expansion and growth which enables it to maximize profitable business
é@\m E’S"m nities, avoid or reduce risks which can cause loss or reputational damage, ensure compliance with applicable laws and

2
@ LTy ns and enhance resilience to external events.
& £

iveness of the Company's internal control system is reviewed regularly by the Board, its Committees, Management and
Auditors. ( L
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The Internal Audit monitors compliance with policies/standards and the effectiveness of internal control structures across the
microfinance through regular audit, special audit, information system audit, Off Site review. The audit observations are reported
to the Management for initiating immediate corrective measures. Internal Audit reports are periodically forwarded to the Audit
Committee for review and the committee issues appropriate corrective action in accordance with the issue involved to the
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5.1.1 Credit Risk
Credit risk is the probability of loss of principle and reward associated with it due to failure of counterparty to meet its contractual
obligations to pay the debt in accordance with agreed terms. The Credit Risk Monitoring and Reporting Framework is vital for
mitigating/ minimize the credit risk of the microfinance through appropriate monitoring and reporting framework established
within the microfinance.

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

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

o Actual Exposure of credit limit product wise, segment wise were checked periodically;

« Review of various reports prepared by the Departments such as Loan Utilization Report, Loan Overdue Report, Loan Report,
NRB reports.

Credit Risk Management is ultimately the responsibility of the Board of Directors. Hence, overall strategy as well as significant
policies has to be reviewed by the board regularly. Further, Top Management is responsible for implementing the microfinance's
credit risk management strategies and policies and ensuring that procedures are put in place to manage and control credit risk
and the quality of credit portfolio in accordance with these policies.

5.1.2 Market Risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
prices. Market risk comprises three types of risk: foreign exchange rates (currency risk), market interest rates (interest rate risk)
and market prices (price risk).

i. Currency Risk:

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

ii. Interest Rate Risk

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

iii. Price Risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in prices
(other than those arising from interest rate risk or currency risk), whether those changes are caused by factors specific to the
individual financial instrument or its issuer, or by factors affecting all similar financial instruments traded in the market.

The Company's equity price risk exposure relates to financial investment held at FVTOCI, whose values fluctuate as a result of

changes in market prices.

5.1.3 Liquidity Risk
Liquidity risk is defined as the risk that the microfinance will encounter difficulty in meeting obligations associated with financial

liabilities that are settled by delivering cash or another financial asset. Liquidity risk arises because of the possibility that the
microfinance might be unable to meet its payment obligations when they fall due as a result of mismatches in the timing of the
cash flows under both normal and stress circumstances. Such scenarios could occur when funding needed for illiquid asset
positions is not available to the microfinance on acceptable terms.

To minimize this risk, management has to arranged for diversified funding sources in addition to its core deposit base and
adopted a policy of managing assets with liquidity in mind and monitoring future cash flows and liquidity on a daily basis.

The microfinance has developed internal control processes and contingency plans for managing liquidity risk. This incorporates
an assessment of expected cash flows and the availability of high-grade collateral which could be used to secure additional
funding as required.

& e .
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5.2 Capital Management

i) Qualitative disclosures

&2 aiftfep FTEIRUT AaT-20Ca

The Capital Adequacy calculation is mainly guided by the Framework as published by Nepal Rastra Bank.

ii) Quantitative Disclosures
1.Capital Structure and Capital Adequacy
i. Tier1 capital and a breakdown of its components

Particulars

Amount (NPR)

Paid Up Equity Share Capital

291,337,500

Irredeemable Non cumulative Preference Shares

Share Premium

Proposed Bonus Equity Share

Statutory General Reserves

116,031,441

Retained Earnings

99,423,519

Un-audited current Year cumulative Profit

Special Reserve Fund

Capital Adjustment Reserves

Dividend Equalization Reserves

Capital Redemption Reserve Fund

Deferred Tax Reserve

Less Goodwill

Less: Intangible Assets

Less : Fictitious Assets

Less : Deferred Tax Assets

(29,133,406)

Less : Other Deductions

Total Tier 1 Capital

477,659,053

ii) Tier 2 capital and a breakdown of its components

Particulars

Amount (NPR)

Cumulative and/or Redeemable Preference Share

Subordinated Term Debt

Hybrid Capital Instruments

General loan loss provision

74,353,934

Additional Loan Loss Privision

Exchange Equalization Reserves

Investment Adjustment Reserves

Assets Revaluation Reserves

Special Reserve Fund

Total Tier 2 Capital

74,353,934

ii) Total Qualifying Capital

Particulars

Amount (NPR)

Core Capital (Tier 1)

477,659,053

Supplementary Capital (Tier 2)

74,353,934

Total Capital Fund

552,012,987

Jrs_
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2.Risk Exposures
i) Total Risk Weighted Exposures
A. On Balance-Sheet Items

S.N Description Weight Current Period
Amount (NPR) RWA
1 Cash Balance 0 2,118,555 -
2 Gold (Tradable) 0 - -
3 NRB Balance 0 - -
4 Investment to Government Bond 0 - -
5 Investment to NRB Bond 0 - -
6 Loan against Own FD 0 - -
7  Loan against Govt. Bond 0 - -
8  Accrued interest on Govt Bond 0 - -
9 Investment to Youth and small Entrepreneurs Self employment fur 0 - -
10 Balance on domestic banks' and financial institutions' FD 20 971,405,685 194,281,137
11 Foreign bank balance 20 - -
12 Money at call 20 - -
13 Loan against internationally rated bank guarantee 20 - -
14 Investment to internationally rated banks 20 - -
15 Interbank lending 20 - -
16 Investment on shares/debentures/bonds 100 - -
17  Other investments ) 100 - -
18 Loan and advances, bills purchase/discount 100 4,136,359,720 4,136,359,720
19 Fixed Assets 100 38,212,362 38,212,362
20 Net interest receivables (Total IR-8-Interest Suspense) 100 - -
21 Net Non-Banking Asset 100 - -
22 Other assets (Except advance tax payment) 100 33,807,749 33,807,749
23 Real estate/residential housing loans exceeding the limits 150 - -
Total On-Balance-sheets Items (A) 5,181,904,070 4,402,660,967
B. Off-Balance Sheet Items
S.N. Description Weight Current Period
Amount (NPR) RWA
1  Bills collection 0 - -
2 Forward foreign exchange contract 10 - -
3 L/C with maturity less than six months (Outstanding value) 20 - -
4  Guarantee against International rated bank's counter guarantee 20 - -
5 L/C with maturity more than six months (Outstanding value) 50 - -
6 Bid bond, Performance bond and underwriting 50 - -
7  Loan sake with repurchase agreement 50 - -
8 Advance payment Guarantee 100 - -
9 Financial and Other guarantee 100 - -
10 Irrevocable loan commitment 100 - -
11 Possible liabilities for income tax 100 - -
12 All types of possible liabilities including acceptance 100 - -
13 Rediscounted bills 100 - -
m #mmJ4  Unpaid portion of partly paid share investment 100 - -
& (7’3\ Unpaid Guarantee Claims 200 - e
ﬁﬁ:{\ 2 ) 16| Amount to be maintained for operational risk (2% of Total Assets) 100 103,638,081 103,638,081
,\4 \ 9 71{, | Total Off-Balance-sheet Items (B) 103,638,081 103,638,081
Q " Total Risk Weighted Assets (A) + (B) 5,285,542,152 4,506,299,049
CLpssg &
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ii) Total Capital Adequacy Ratios

Minimum Capital Fund Required (8.0% of RWA) 552,012,987
Minimum Core capital Required (4.0% of RWA) 477,659,053
Capital Fund maintained (in %) 12.25%

Core Capital maintained (in %)

iii) Compliance with external requirement
The bank has complied with the externally imposed capital requirements during the reporting period.
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5.3. Classification of fi ial assets and fi ial liabilities
FY 2081.82
. Fair Value Through Other Fair value
Financial Assets Amné‘;:zm Comprehensive Income  Through Profit or Total
(FVtOCI) Loss (FVtPL)
Cash Balance 2,118,555 - - 2,118,555
Balance with Bank & Financial Institutions 971,405,685 - = 971,405,685
Money at call and short notice - - = -
Placement with Bank & Financial Institutions - 5 & ' -
Statutory Balances and Due from Nepal Rastra Bank - £ . .
Derivative Financial Instruments - = =
Loan & Advances 3,022,934,964 - - 3,022,934,964
Government Bonds - - - -
Government Treasury bills - S = -
Equity Investment - - - -
Other Assets 4,674,342 - - 4,674,342
Total Financial Assets 4,001,133,547 - - 4,001,133,547
] o Aviigiizei Fair Value Tlu:ough Other Fair value.
Financial Liabilities Cast Comprehensive Income  Through Profit or Total
(FVtOCI) Loss (FVtPL)
Deposits from customers 2,430,199,075 - - 2,430,199,075
Due to Bank and Financial Institutions 100,000,000 - - 100,000,000
Due to Nepal Rastra Bank - - - -
Debt Securities Issued - - - -
Other Liabilities - -
Employees Related Liabilities 90,435,953 - - 90,435,953
Bills payable - - - -
Creditors and accruals 1,005,072 - - 1,005,072
Interest payable on deposit - - - -
Unpaid Dividend - - - -
Liabilities under Lease 41,589,610 - - 41,589,610
Other Liabilities 673,351,064 = - 673,351,064
Total Financial Liabilities 3,336,580,775 - - 3,336,580,775
FY 2080.81
) ) Ammortized Fair Value Thl.'ough Other Fair value'
Financial Assets Cast Comprehensive Income  Through Profit or Total
(FVtOCI) Loss (FVtPL)
Cash Balance 4,203,639 4,203,639
Balance with Bank & Financial Institutions 890,255,165 890,255,165
Money at call and short notice - -
Placement with Bank & Financial Institutions - 5
Statutory Balances and Due from Nepal Rastra Bank - -
Derivative Financial Instruments i -
Loan & Advances 3,338,172,247 3,338,172,247
Government Bonds - -
Government Treasury bills - -
Equity Investment - -
Other Assets 5,694,473 5,694,473
Total Financial Assets 4,238,325,524 - - 4,238,325,524
2 Fair Value Through Other Fair value
Financial Liabilities Amn(\:::ttlzed Comprehensive Income  Through Profit or Total
(FVtOCI) Loss (FVtPL)
Deposits from customers 2,350,142,292 2,350,142,292
Due to Bank and Financial Institutions 170,000,000 170,000,000
Due to Nepal Rastra Bank - N <
Debt Securities Issued - o Al \
Other Liabilities |
Employees Related Liabilities 80,372,531
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Creditors and accruals 590,693 590,693
Interest payable on deposit - -
Unpaid Dividend - -
Liabilities under Lease 29,398,909 - 29,398,909
Other Liabilities 828,874,392 828,874,392
Total FInancial Liabilities 3,459,378,817 - - 3,459,378,817
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54  Operating Segment Information
54.1  General Information
The microfinance has categorized its segment on the basis of presence in the geographical provinces of the country.

Each segment provides banking services such as corporate and retail lending, deprived sector lending, various

deposit products and transaction banking services.

542 Information about Profit or Loss, Assets & Liabilities

Particulars Gandaki Province Bagmati Province Lumbini Province Total
Revenue from External Customers 356,625,277 95,370,195 108,537,244 560,532,716
Intersegment Revenues 2 - - -
Net Revenue 356,625,277 95,370,195 108,537,244 560,532,716
Interest Revenue 333,671,979 89,803,629 101,447,235 524,922,843
Interest Expenses 147,787,737 29,160,656 49,500,571 226,448,964
Net Interest Revenue 185,884,242 60,642,973 51,946,664 298,473,879
Depreciation and Amortization 6,217,137 985,137 4,217,138 11,419,412
Segment Profit/(Loss) 179,667,105 59,657,836 47,729,526 287,054,467
Impairment Of Assets 666,391,590 248,883,230 123,542,143 1,038,816,962
Segment Assets 3,973,193,743 862,435,144 838,542,809 5,674,171,696
Segment Liabilities 3,973,193,743 862,435,144 838,542,809 5,674,171,696

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

a Revenue
Total Revenues for reportable segments 560,532,716
Elimination of intersegment revenues -
Unallocated revenue (other income) 190,670,335
Entity's revenues 751,203,051

b Profit or loss

Total profit/loss for reportable segments 287,054,467
Elimination of intersegment revenues %
Unallocated amounts- Interest, loan loss provision, tax (265,947,445)
Profit before Income Tax 21,107,022
¢ Assets

Total assets for reportable segments 5,674,171,696
Unallocated net assets (1,605,692,381)
Entity's Assets 4,068,479,315

d Liabilities

Total liabilities for reportable segments 5,674,171,696
Unallocated net liabilities (2,302,677,903)
Entity's Liabilities 3,371,493,792
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5.4.5

5.4.6

5.4.7

55

5.6

contractual requirements. Microfinance doesn't have any commitment at reporting date.
1 \ - { Q(Ve/ >
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Information about products and services

Loans and advances 560,532,716
Investment securities =
Remittance -
Card services -
Others 190,670,335
Total Entity's Revenue 751,203,051
Revenue from Geographical areas

Koshi Province ) -
Madhesh Province -
Bagmati Province 95,370,195
Gandaki Province 356,625,277
Lumbini Province 108,537,244
Karnali Province -
Sudur Paschim Province -
Total 560,532,716

Information about major customers
Total revenue from any single external customer does not amount to 10 percent or more of the microfinance 's

revenue.

Share Options and share based payment
The microfinance does not have any share option and share based payment.

Contingent Liabilities & Commitment

Contingent Liabilities

A contingent liability is a potential obligation that may arise from an event that has not yet occurred. A contingent
liability is not recognized in a company's financial statements. Instead, only disclose the existence of the contingent

liability, unless the possibility of payment is remote. The microfiance does't have any reported contingent liability till

reporting date.

Commitment
A commitment is a promise made by the microfinance to external stakeholders and/or parties resulting from legal af_upal »
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Movement in Regulatory Reserve -RR-(2081-82)

Particul Amount

Balance at 1 Shrawan 2081 74,551,148
Addition to RR (Interest receivable ) 490,029
Addition to RR (Deferred Tax) 2,897,037
Addition to RR ( Actuarial Reserve Adjusted) (4,238,852)
Balance at Asar 32 Ashadh 2082 73,699,363
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5.7 Related Party Disclosures
Following has been identified as Related Parties for microfinance under NAS 24 Related Parties:

a. Directors
Key N Pe 1 of the microfi

b.
¢ Relatives of Directors and Key Managerial Personnel
d.  Institutional Shareholder (NESDO Nepal & Prabhu Bank Ltd)

Directors

Sabitri Khatri Chhetri Lamichhane

Ratna Prasad Adhikari

Resham Bahadur Khatri

Durga Bahadur Shah

Anjal Shresth

Key Managerial P 1

Ashok Kumar Acharya Chief Executive Officer
Youdhisthir Bhusal Sharma Sr. Manager

Relatives of Directors

Uttam Prasad Adhikari HR Head

Transaction during the Year

Particulars Amount

Directors

Meeting Allowance 469,000
Other Exp 262,556
Total 731,556
Key Manag P 1

R ion and Benefit Paid 1,304,000
Leave Provision 63,123
Gratuity Provision 120,000
Employee Bonus Paid (pertaining to FY 2078-79) 352,002
Employee Bonus Paid (pertaining to FY 2079-80) 221,131
Total 2,060,256
Relatives of Directors

Uttam Prasad Adhikari- HR Head

R ion and Benefit Paid 918,008
Leave Provision 8,335
Total 926,343
Institutional Shareholder

Interest Paid to Prabhu Bank Ltd 3,750,767
Qutstanding Borrowings from Prabhu Bank Ltd. 30,000,000
Dividend paid to Prabhu Bank Ltd. 1,781,250

5.8 Merger & Acquisition

There is no merger and acquisition during the reporting period.

5.9 Additional discl of lidated entities

Not applicable.

5.10 Events after Reporting Date

Events after the reporting date are those events, favorable and unfavorable, that occur between the reporting date and the date when the financial

statements are authorized for issue.
All material and important events that occurred after the reporting date have been considered and appropriate disclosures have been made in line with
NAS 10 ~ “Events After the Reporting Period”.
Ongoing worldwide liquidity crunch, economic recession and increasing non-performing loan may have impact on overall banking system including
this institution.
New Chief Executive Officer (CEO) has been appointed by the institution vide 108th Board meeting dated 2082.03.15 effective from 2082.04.19 for four

2
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5.11 Other Disclosures:
a) v;
The microfinance has not extended any loans to promoters during the year.
b) Staff Skill Development Fund:

In accordance with the NRB Directive, the microfinance is required to spend at least 3% of the previous year employ P for the employ
training and skill develop For the pli of this regul the mi during the current fi ial year has i d the following
amount for employee training and skill development:

Particulars Ashad end 2082
Opening Staff Skill Development Fund 5,591,663
3% of the previous year employ p as per previous year fi ials Less; Exp d during the year -
Total amount incurred for employee training and skill development program (2,564,443)
Staff Skill Develop Fund carried forward to next year 3,027,220

¢) Corporate Social Responsibility Fund:
NRB Directive requires the microfinance to allocate 1% of its net profit to the corporate social responsibility fund and spent the same for the social

causes. The details of the movement of the Corporate Social Responsibility Fund is p d below:

Particulars Ashad end 2082
Opening Corporate Responsibility Fund 3,692,323
Less: Amount incurred from CSR fund during the year -
Add: Amount Allocated to CSR fund from Current year net Profit -
CSR Fund Available for next i ial Year 3,692,323

d) Client Protection Fund:
NRB Directive requires the microfinance to allocate 1.5% of its net profit to the client protection fund and spent the same for the member causes. The
details of the movement of the Client Protection Fund is presented below:

Particulars Ashad end 2082
Opening Client Protecion Fund 98,309,459
Less: Amount incurred from CPF fund during the year (1,601,794)
Add: Interest received on Fund 2,836,508
Add: Amount Allocated to CPF fund from Current year net Profit -
Client P ion Fund ilable for next fi ial Year 99,544,172

e) Unpaid/ Undistri d Dividend:
The Bonus share related to promoter amounting to NRs.17,100,000 has been held by Global IME Capital Limited due to existing non-compliance of
Unified Directives applicable for the microfinance as directed by NRB.

Moreover, the bonus dividend related to other shareholders for 845,521.50 shares remains unpaid.

f) Proposed Dividend:

Board has not p d any dividend for the cial year.

P

8 Non Banking Assets:

Non-Banking Assets are the assets obtained as security for loans & advances and subsequently taken over by the microfinance in the course of loan
recovery. Such assets are booked at fair market value or total amount due from the borrower, whichever is lower. As at the reporting date, there are no

Non Banking Assets held by instituion.

1) Interest Capitalization:

Interest accrued has not been capitalized during this year.

i) Loan Write off
There has been no any loans written off during this year.

i) Disel : in Profitabili 1 EPS:

During the year under review the financial position of the

and 3.41% on the deposit liabilities . Similarly, the p

d d by 4.09% although there is increase of 0.88 % on loans & advances

icrofi d d by 26.18%.

k) Non-Performing Assets:

The microfinance 's non-performing assets ratio stood at 22.88% as on balance sheet date. The total non-performing assets and loan loss provision

related to non-performing assets as per NRB directives is as below:

P It Loan Amount Provision
Bad 893,882,335 893,882,335
Doubtful 22,800,144 11,385,374
b dard 16,761,540 4,167,289
Restructured/Rescheduled 274,283,369 174,715,607
Watchlist 14,408,852 706,960
Good 2,856,719,001 28,567,190
Additional Loan loss Provision - -
Total 4,078,855,241 1,113,424,756

-
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)  Comparison of Unaudited and Audited Financial Statement as of FY 2081/82 'Rs in 000
Statement of Financial Position
As per As per Variance
g Unaudited Audited .
Fatiealies Financial Financial In Amount In % Teatnaio S
Statement Statement
Assets
Cash and Cash equivalent 988,541 973,524 15,017 1.52%
Statutory Balances and Due from Nepal Rast - - - 0.00%
Placement with Bank & Financial Institutions - - - 0.00%
Derivative Financial Instruments - - - 0.00%!
Other Trading Assets c - - 0.00%
Loan and Advances to MFIs & Cooperatives “ - G 0.00%
Staff Loan Booking and
Loans and Advances to Customers 3,066,074 3,022,935 43,139 1.41% Regrouping
Investment Securities - - - 0.00%
Current Tax Assets - - - 0.00%!
Investment Property - - - 0.00%!
X Due to Right to Use Assets
Property and Equipment 30,882 38,212 (7,330) -23.74% Booking & NEFRS Depreciation
Goodwill and Intangible assets - - - 0.00%
Due to change in calculation of
Deferred Tax Assets 27,489 29,133 (1,645) -5.98% taxable & accounting base
Other Assets 5712 4,674 1,037 18.16%|Due to regrouping
Total Assets ; 4,118,698 4,068,479 50,219 1.22%
Liabilities - 0.00%
Due to Bank and Financial Institutions 100,000 100,000 - 0.00%!
Due to Nepal Rastra Bank - - 0.00%
Derivative Financial Instrument - - 0.00%
Deposits from Customers 2,430,199 2,430,199 (0.00) 0.00%
Borrowing = - - 0.00%
g Due to Change in Income Tax
Current Tax Liabilities 29,620 34,913 (5,293) -100.00% Calculation .
Provisions - - 0.00%
Deferred Tax Liabilities - - 0.00%
X Gratuity/Leave/ Lease Liability &
Other Liabilities 791,374 806,382 (15,008) -1.90% 9
regroupmg
Debt Securities Issued - - 0.00%
Subordinated Liabilities - - 0.00%
Total Liabilities 3,351,193 3,371,494 (20,301) -0.61%
Equity =
Share Capital 291,338 291,338 - 0.00%
Share Premium = - - 0.00%
Retained Earnings 169,091 99,424/ 69,668 41.20%|Due to change in Profit & Loss
Reserves 307,076 306,225 852 0.28%|Due to change in Profit & Loss
Total Equity 767,505 696,986 70,519 9.19% —
Total Liabilities & Equity 4,118,698 4,068,479 50,219 1.22% 7o neupan
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Statement of Profit or Loss
As per Audited
As per Unaudited Financial Variance
Particulars Fi ial Stat t Stat t In Amount |In% Reasons for Variance
Due to Interest Receivables &
Interest Income 530,408 524,923 5,485 1.03%|Staff Loan Interest Booked
Interest Expense (238,516) (242,804) 4,288 -1.80% |Due to Interest on Lease Liability
Net Interest Income 291,892 282,119 9,773 3.35%
Fee and Commission Income 35,610 35,610 - 0.00% | Due to Service charge adjustment
Fee and C ission Expense - 167 (167) 0.00%|Due to regrouping
Net Fee and Commission Income 35,610 35,443 167 0.47%
Net Interest, Fee and C ission Income 327,502 317,562 9,940 3.04%
Net Trading Income i = 2 0.00%
. Due to income booking of
Other Operating Income 190,662 190,670 8) 0.00% =
incomes
Total Operating Income 518,164 508,232 9,932 1.92%
. Due to Calculation as per
Impairment charge/(reversal) for loans and 0| 267,388 341,996/ (74,608) -27.90% Expected Credit Loss Method
Net Operating Income 250,776 166,236 84,540 33.71%
Operating Expense -
Due to Actuarial Leave &
Personnel Expenses 117,279 113,169 4,110 3.50% Gratuity calculation
. Due to Lease Rent booked as ROU
Other Operating Expenses 28,668 20,541 8,127 28.35% & Liabilities
S o Due to depreciation of ROU &
Depreciation & Amortization 1,103 11,419 (10,317) -935.51% NERS depreciation
Operating Profit 103,726 21,107 82,619 79.65%
Non Operating Income - = =
Non Operating Expense - = =
Profit before Income Tax 103,726 21,107 82,619 79.65%
Income Tax Expense 113,825 110,960 2,865 2.52%
Due to Income Tax Act, 2058
Current Tax 115,078 118,096 (3,018) -2.62%|_ ..
adjustment
Due to Deferred Tax not being
Deferred Tax (1,252) (7,136) 5,884 -100.00%
calculated
Profit for the year (10,100) (89,853) 79,754 -789.67%
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NESDO Sambriddha Laghubitta Bittiye Sanstha Limited
Notes to the Financial Statements
For the Financial Year ended 327 Ashadh, 2082

1. Reporting Entity

NESDO Nepal, affiliated to Nepal Rastra Bank for its micro finance transaction, as per NRB
instructions, has transferred its micro finance related assets and liabilities to NESDO Sambriddha
Laghubitta Bittiye Sanstha Limited on Falgun 21, 2075 as per agreement between them. NESDO
Sambriddha Laghubitta Bittiye Sanstha Limited came into existence by starting its operating from
21st Falgun, 2075. It was incorporated with the objectives of providing competitive and modern
micro financing service in the Nepalese Financial Market. The micro finance was incorporated
under the Companies Act of Nepal with Registration No. 187532/074/75 on 28th Chaitra 2074.
NESDO Sambriddha Laghubitta Bittiye Sanstha obtained approval from NRB as national level
"D" Class Micro finance on date 29th Magh, 2075. NESDO Sambriddha Laghubitta Bittiye Sanstha
obtained the Permanent Account Number (PAN No. 606734725) from Inland Revenue Office,
Pokhara on 21st Bhadra 2075 and is currently registered with Medium Level Taxpayer Office,
Babarmahal, Kathmandu.

The registered office of NESDO Sambriddha Laghubitta Bittiye Sanstha is situated at Kushma
Municipality-6, Kushma, Parvat. The company has been operating its entire corporate
management function from its corporate office located at Kushma, Parvat. NESDO Sambriddha
Laghubitta Bittiye Sanstha has 56 branches. '

2. Basis of Preparation

The Financial Statements of the Institution have been prepared on accrual basis of accounting in
accordance with Nepal Financial Reporting Standards (NFRS) as published by the Accounting
Standards Board (ASB) Nepal and pronounced by The Institute of Chartered Accountants of
Nepal (ICAN).

The preparation and presentation of the Financial Statements are in compliance with the
requirements of format issued by Nepal Rastra Bank in Directive No.4 of Unified NRB Directives,
2081 for Micro-finance Institutions.

The Financial Statements comprise the Statement of Financial Position, Statement of Profit or Loss,
Statement of Other Comprehensive Income, the Statement of changes in Equity, the Statement of
Cash Flows and the Notes to Financial Statements.

2.1 Statement of Compliance

The financial statements of the Bank have been prepared and approved by Board of Director in
accordance with Nepal Financial Reporting Standards (NFRS) as published by the Accounting
Standards Board (ASB) Nepal and pronounced by The Institute of Chartered Accountants of -~ .
Nepal (ICAN) and in the format issued by Nepal Rastra Bank in Directive No. 4 of NRB Dxrecbj«zgs“*w s
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The significant accounting policies applied in preparation of the financial statements are set out
in note 3. Theses policy has been consistently applied to all the years presented except otherwise
stated.

2.2 Reporting Period and approval of Financial Statements

Reporting Period

The Institution follows the Nepalese Financial Year based on the Nepalese Calendar starting from
the first day of Shrawan (Mid July) of each year to the last day of Asar (Mid July). The institution
has prepared the financial statements that comply with NFRS applicable for the period ending
32nd Ashadh 2082, together with the comparative period data as at and for the period ending 31st
Ashadh, 2081 as described in its accounting policies.

Approval of Financial Statements

The accompanied Financial Statements have been approved and authorized for issue by the Board
of Directors in its board meeting dated 2082.09.06 and the Board acknowledges the responsibility
of preparation of financial statements of the institution.

2.3 Functional and Presentation Currency
Financial Statements are denominated in Nepalese Rupees, which is the functional and
presentation currency of the Institution.

2.4 Accounting Convention, Estimates, assumptions and judgements

The Financial Statements of the Institution have been prepared on accrual basis of accounting
except the cash flow information which is prepared, on a cash basis, using direct method. The
Financial Statements have been prepared on a going concern basis.

The Institution is required to apply the accounting policies that are most appropriate for the
circumstance and operating environment. NFRS requires the Institution to exercise judgement in
making choice of specific accounting policies and accounting estimates. The Institution, while
complying with the reporting standards, makes critical accounting judgment as héving
potentially material impact on the financial statements. Description of such estimates and
significant accounting policies have been given in the relevant sections wherever they have been
applied. These policies are consistently applied to the years presented, except for the changes in
accounting policies disclosed specifically. The underlying assumption made while making
accounting estimates are periodically reviewed and such revision are recognized in the period in
which the estimates are revised and are applied prospectively.

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

L AT
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2.5 Change in accounting Policies

The principal accounting policies in the preparation of the financial statements are set out in the
relevant notes of each item of the financial statements. Accounting policies have been consistently
applied to the years presented, unless otherwise stated.

The institution has used the same accounting policies in its opening NFRS Statement of financial
position and throughout all periods presented in its first NFRS financial statements. Those
accounting policies have complied with each NFRS effective at the end of its first NFRS reporting
period except otherwise stated.

2.6 Discounting ‘

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

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

2.7 Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the Statement
of Financial Position, only when there is a legally enforceable right to offset the recognized
amounts and there is an intention to settle on a net basis or to realize the assets and settle the
liabilities simultaneously. Income and expenses are not offset in the Statement of Profit or Loss,
unless required or permitted by Nepalese Financial Reporting Standards or Interpretation (issued
by the International Financial Reporting Interpretations Committee (IFRIC) and Standard
Interpretations Committee (SIC)) and as specifically disclosed in the Significant Accounting
Policies of the Institution.

2.8 Materiality and Aggregation

Each material class of similar items is presented separately in the Financial Statements. Items of
dissimilar nature or function are presented separately, unless they are immaterial as permitted
by the Nepal Accounting Standard — NAS 1 on ‘Presentation of Financial Statements’.

Notes to the Financial Statements are presented in a systematic manner which ensures the
understandability and comparability of Financial Statements of the Institution. Understandability
of the Financial Statements is not compromised by obscuring material information with
immaterial information or by aggregating material items that have different natures or functions.

2.9 Limitation of NFRS Implementation

If the information is not available and the cost would exceed the benefit derived, such excepti9 %

é\é'
- . /!I

to NFRS implementation is disclosed in relevant notes.
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3. Significant accounting Policies
The principal accounting policies applied by the Institution 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 are prepared on the historical-cost basis except for the following material
items in the statement of financial position:

+ Investment property is measured initially at cost and subsequently at fair value.

+ Liabilities for cash-settled, share-based-payment arrangements are measured at fair value.

« Defined benefit schemes, surpluses and deficits are measured at fair value.

+ Net defined benefit liabilities are measured at present value of defined benefit obligations
less total plan assets.

+ Impairment of financial assets is measured at fair value and related disposal cost.

Estimates and underlying assumptions are reviewed on an ongoing basis and are based on
historical experience and other factors, including expectations of future events that are believed
to be reasonable under the circumstances. Actual results could differ from those estimates. The
estimates and judgements used in the preparation of the financial statements are continuously
evaluated by the Institution. Any revisions to accounting estimates are recognised prospectively
in the period in which the estimates are revised and in the future periods. The areas involving a
higher degree of judgement or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in notes.

Materiality and Aggregation

In compliance with NAS 1 - Presentation of Financial Statements, each material class of similar
items is presented separately in the financial Statements. Items of dissimilar nature or functions
are presented separately unless they are material. Such presentation of line items is consistent
with the format issued by NRB.

3.2 Basis of consolidation

The institution does not have any subsidiaries or special purpose entities over which it exercises
control. Hence, only standalone financial statement is prepared.

3.3 Cash and cash equivalent

Cash and cash equivalents comprise cash at vault, balances with other bank & finance institutions,
money at call and short notice which are subject to an insignificant risk of changes in value
including interest receivable on investment with maturity up to 3 months or less. Cash and Cash
equivalent are measured at amortized cost in the statement of financial position.

B U
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Statement of Cash Flows has been prepared by using the ‘Direct Method’ in accordance with NAS
07.

3.4 Financial assets and financial liabilities

" Recognition

The Institution initially recognizes a financial asset or a financial liability in its statement of
financial position when, and only when, it becomes party to the contractual provisions of the
instrument. The Institution initially recognises loans and advances, deposits; and debt securities/
subordinated liabilities issued on the date that they are originated which is the date that the
Institution becomes party to the contractual provisions of the instruments. Investments in equity
instruments, bonds, debenture, Government securities, NRB bond or deposit auction, reverse
repos, outright purchases are recognized on trade date at which the Institution commits to
purchase/ acquire the financial assets. Regular purchase and sale of financial assets are recognized
on trade date. All financial assets and liabilities are initially recognised at their cost value and are
subsequently presented as per NFRS based on the respective classification.

Classification

i. Financial Assets

The Institution classifies the financial assets as subsequently measured at amortized cost or fair
value on the basis of the Institution’s business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets. The two classes of financial assets are
as follows:

1. Financial assets measured at amortized cost

The Institution classifies a financial asset measured at amortized cost if both of the following
conditions are met:

a) The asset is held within a business model whose objective is to hold assets in order to
collect contractual cash flows and

b) 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.

2. Financial asset measured at fair value

Financial assets other than those measured at amortized cost are measured at fair value. Financial
assets measured at fair value are further classified into two categories as below:

a) Financial assets at fair value through profit or loss

Financial assets are classified as fair value through profit or loss (FVTPL) if they are held for
trading or are designated at fair value through profit or loss. Upon initial recognition, transaction
costs are directly attributable to the acqulsltlon are recognized in proﬁt or loss as mcurred Su;cfap

Statement of Profit or Loss.
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b) Financial assets at fair value through other comprehensive income

Investment in an equity instrument that is not held for trading and at the initial recognition, the
Institution makes an irrevocable election that the subsequent changes in fair value of the
instrument is to be recognized in other comprehensive income are classified as financial assets at
fair value though other comprehensive income. Such assets are subsequently measured at fair
value and changes in fair value are recognized in other comprehensive income.

ii. Financial Liabilities

The Institution classifies the financial liabilities as follows:

a) Financial liabilities at fair value through profit or loss

Financial liabilities are classified as fair value through profit or loss (FVIPL) if they are held for
trading or are designated at fair value through profit or loss. Upon initial recognition, transaction
cost is directly attributable to the acquisition are recognized in Statement of Profit or Loss as
incurred. Subsequent changes in fair value is recognized at profit or loss.

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

Measurement
Financial assets at FVTOCI

On initial recognition, the Institution can make an irrevocable election (on an instrument-by
instrument basis) to present the subsequent changes in fair value in other comprehensive income
pertaining to investments in equity instruments. This election is not permitted if the equity
investment is held for trading. These elected investments are initially measured at fair value.
Subsequently, they are measured at fair value with gains and losses arising from changes in fair
value recognized in other comprehensive income and accumulated in the ‘Fair Value Reserve'.
The cumulative gain or loss is not reclassified to Statement of Profit or Loss on disposal of the
investments.

A financial asset is held for trading if:

It has been acquired principally for the purpose of selling it in the near term; or
+ On initial recognition, it is part of a portfolio of identified financial instruments that the
company manages together and has a recent actual pattern of short-term profit-taking; or
+ Itis a derivative that is not designated and effective as a hedging instrument or a financial
guarantee.
Dividends on these investments in equity instruments are recognized in Statement of Profit or
Loss when the Institution’s right to receive the dividends is established, it is probable that the
economic benefits associated with the dividend will flow to the entity, the dividend does no( N
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represent a recovery of part of cost of the investment and the amount of dividend can be measured
reliably.

Financial assets at fair value through profit or loss (FVTPL)

Investments in equity instruments are classified as at FVTPL, unless the Institution irrevdcably
elects on initial recognition to present subsequent changes in fair value in other comprehensive
income for investments in equity instruments which are not held for trading.

Debt instruments that do not meet the amortized cost criteria or FVTOCI criteria (see above) are
measured at FEVTPL. In addition, debt instruments that meet the amortized cost criteria or the
FVTOCI criteria but are designated as at FVTPL are measured at FVTPL.

A financial asset that meets the amortized cost criteria or debt instruments that meet the FVTOCI
criteria may be designated as at FVTPL upon initial recognition, if such designation eliminates or
significantly reduces a measurement or recognition inconsistency that would arise from
measuring assets or liabilities or recognizing the gains and losses on them on different bases.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any
gains or losses arising on re-measurement recognized in Statement of Profit or Loss. Dividend on
financial assets at FVTPL is recognized when the Institution’s right to receive the dividends is
established, it is probable that the economic benefits associated with the dividend will flow to the
entity, the dividend does not represent a recovery of part of cost of the investment and the amount
of dividend can be measured reliably.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is held for trading or is
designated as at FVTPL.

A financial liability is classified as held for trading if:

+ It has been incurred principally for the purpose of repurchasing it in the near term; or

+ On initial recognition it is part of a portfolio of identified financial instruments that the
Company manages together and has a recent actual pattern of short-term profit-taking; or
it is a derivative that is not designated and effective as a hedging instrument

A financial liability other than a financial liability held for trading may be designated as at
FVTPL upon initial recognition if:

+ Such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise.

« The financial liability forms part of a company’s financial assets or financial liabilities or
both, which is managed, and its performance is evaluated on a fair value basis, in
accordance with the Company’s documented risk management or investment strategy, and
information about the Company is provided internally on that basis; or ane
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« It forms part of a contract containing one or more embedded derivatives, and NFRS 9
permits the entire combined contract to be designated as at FVTPL in accordance with NFRS
9.
Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on
remeasurement recognized in Statement of Profit or Loss. The net gain or loss recognized in
Statement of Profit or Loss incorporates any interest paid on the financial liability and is included
in the ‘Other income’” line item.

However, for non-held-for-trading financial liabilities that are designated as at FVTPL, the
amount of change in the fair value of the financial liability that is attributable to changes in the
credit risk of that liability is recognized in other comprehensive income, unless the recognition of
the effects of changes in the liability’s credit risk in other comprehensive income would create or
enlarge an accounting mismatch in profit or loss, in which case these effects of changes in credit
risk are recognized in Statement of Profit and Loss. The remaining amount of change in the fair
value of liability is always recognized in Statement of Profit or Loss. Changes in fair value
attributable to a financial liability’s credit risk that are recognized in other comprehensive income
are reflected immediately in retained earnings and are not subsequently reclassified to Statement
of Profit or Loss.

Financial liabilities subsequently measured at amortized cost

Financial liabilities that are not held-for-trading and are not designated as at FVTPL are measured
at amortized cost at the end of subsequent accounting periods. The carrying amounts of financial
liabilities that are subsequently measured at amortized cost are determined based on the effective
interest method. Interest expense that is not capitalized as part of costs of an asset is included in
the ‘Finance Expenses’ line item.

The effective interest method is a method of calculating the amortized cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments (including all fees paid or received that
form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial liability, or (where appropriate) a shorter
period, to the net carrying amount on initial recognition.

De-recognition

i. De-recognition of financial assets

The Institution derecognizes a financial asset when the contractual rights to the cash flows from
the financial asset expire, or when it transfers the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred or in
which the Institution neither transfers nor retains substantially all the risks and rewards of
ownership and it does not retain control of the financial asset.

Any interest in such transferred financial assets that qualify for de-recognition that is created or
retained by the Institution is recognized as a separate asset or liability. On de-recognition of a
financial asset, the difference between the carrying amount of the asset, and the sum of
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(i) The consideration received and
(ii) Any cumulative gain or loss that had been recognized in other comprehensive income is
recognized in retained earnings.

The Institution enters into transactions whereby it transfers assets recognized on its Statement of
Financial Position, but retains either all or substantially all of the risks and rewards of the
transferred assets or a portion of them. If all or substantially all risks and rewards are retained,
then the transferred assets are not derecognized. Transfers of assets with retention of all or
substantially all risks and rewards include, for example repurchase transactions.

ii. De-recognition of financial liabilities

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

Determination of fair value

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

When available, the Institution measures the fair value of an instrument using the quoted price
in an active market for that instrument. A market is regarded as active if transactions for the asset
or liability take place with sufficient frequency and volume to provide pricing information on an
ongoing basis. If there is no quoted price in an active market, then the Institution uses valuation
techniques that maximize the use of relevant observable inputs and minimize the use of
unobservable inputs. The chosen valuation technique incorporates all of the factors that market
participants would take into account in pricing a transaction.

The fair value measurement hierarchy is as follows:

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

Level 2 valuations are those with quoted prices for similar instruments in active markets or
quoted prices for identical or similar instruments in inactive markets and financial instruments
valued using models where all significant inputs are observable. '

Level 3 portfolios are those where there are unobservable inputs of the instruments. The inputs
are not based on observable market data.

The best evidence of the fair value of a financial instrument at initial recognition is normally the
transaction price i.e. the fair value of the consideration given or received. If the Institution-
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determines that the fair value at initial recognition differs from the transaction price and the fair
value is evidenced neither by a quoted price in an active market for an identical asset or liability
(Level 01 valuation) nor based on a valuation technique that uses only data from observable
markets (Level 02 valuation), then the financial instrument is initially measured at fair value,
adjusted to defer the difference between the fair value at initial recognition and the transaction
price. Subsequently, that difference is recognized in profit or loss on an appropriate basis over
the life of the instrument but not later than when the valuation is wholly supported by observable
market data or the transaction is closed out. In case the fair value is evidenced by a quoted price
in an active market for an identical asset or liability (Level 01 valuation), the difference between
the transaction price and fair value is recognized in profit or loss immediately.

Impairment

At each reporting date, the Institution assesses whether there is objective evidence that a financial
asset or group of financial assets not carried at fair value through profit or loss are impaired. A
financial asset or a group of financial assets is impaired when objective evidence demonstrates
that a loss event has occurred after the initial recognition of the asset(s), and that the loss event
has an impact on the future cash flows of the asset(s) that can be estimated reliably.

Objective evidence that financial assets are impaired can include significant financial difficulty of
the borrower or issuer, default or delinquency by a borrower, restructuring of a loan or advance
by the Institution on terms that the Institution would not otherwise consider, indications that a
borrower or issuer will enter bankruptcy, the disappearance of an active market for a security, or
other observable data relating to a group of assets such as adverse changes in the payment status
of borrowers or issuers in the group, or economic conditions that correlate with defaults in the
group. In addition, for an investment in an equity security, a significant or prolonged decline in
its fair value below its cost is objective evidence of impairment.

In case of financial difficulty of the borrower, the Institution considers to restructure loans rather
than take possession of collateral. This may involve extending the payment arrangements and
agreement of new loan conditions. Once the terms have been renegotiated, any impairment is
measured using the EIR method and the loan is no longer considered past due. Management
continually reviews renegotiated loans to ensure that all criteria are met and that future payments
are likely to occur. The loans continue to be subject to an individual or collective impairment
assessment, calculated using the loan’s original EIR.

Impairment of financial assets measured at amortized cost

The Institution considers evidence of impairment for loans and advances measured at amortized
cost at both specific asset and collective level. The Institution first assesses individually whether
objective evidence of impairment exists for financial assets that are individually significant and
that are not individually significant are assessed on collectively.

If there is objective evidence that an impairment loss has been incurred, 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. The carrying amount of the asset is reduced through the use of an .
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continues to be accrued on the reduced carrying amount and is accrued using the rate of interest
used to discount the future cash flows for the purpose of measuring the impairment loss.

Impairment of loans and advances portfolios are based on the judgments in past experience of
portfolio behavior. In assessing collective impairment, the Institution uses historical trends of the
probability of default, the timing of recoveries and the amount of loss incurred, adjusted for
management’s judgment as to whether current economic and credit conditions are such that the
actual losses are likely to be greater or less than suggested by historical trends. Default rates, loss
rates and the expected timing of future recoveries are regularly benchmarked against actual
outcomes to ensure that they remain appropriate.

Loans together with the associated allowance are written off when there is no realistic prospect
of future recovery and all collateral has been realized or has been transferred to the Institution. If
in a subsequent year, the amount of the estimated impairment loss increases or decreases because
of an event occurring after the impairment was recognized, the previously recognized
impairment loss is increased or reduced by adjusting the allowance account. If a write off is later
recovered, the recovery is recognized in the ‘non-operating income’.

3.5 Property and Equipment

a) Recognition and Measurement
Property and Equipment are recognized if it is probable that future economic benefits associated
with the assets will flow to the Institution and the cost of the asset can be reliably measured. The
cost includes expenditures that are directly attributable to the acquisition of the assets. Cost of
self-constructed assets includes followings:

*  Cost of materials and direct labor;

* Any other cost directly attributable to bringing the assets to the working condition for their
intended use; and .

+ Capitalized borrowing cost

Property and equipment are measured at cost (for land using deemed cost at on the transition
date) less accumulated depreciation and accumulated impairment loss if any. Neither class of the
property and equipment are measured at revaluation model nor is their fair value measured at
the reporting date.

Subsequent expenditure is capitalized if it is probable that the future economic benefits from the
expenditure will flow to the entity. Ongoing repairs and maintenance to keep the assets in
working condition are expensed as incurred.

Any gain or losses on de-recognition of an item of property and equipment is recognized in profit
or loss.

b) Grant Assets

The assets received under grant has been booked under Property and Equipment by creating a
deferred grant liability of equal amount. The annual depreciation is deducted every year from- .
this liability till the useful life of assets. The balance of deferred grant liability depicts wrﬁt" D
down value of the grant assets.
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¢) Depreciation

Property and equipment’s are depreciated from the date they are available for use on property
on Straight Line method over estimated useful lives as determined by the Management.
Depreciation is recognized in profit or loss. Land is not depreciated. Charging of depreciation is
ceased from the earlier of the date from which the asset is classified as held for sale or is

derecognized.

The estimated useful lives of significant items of property and equipment for current year and

comparative periods are as follows:

PPE Expected Life
Computer & Accessories 7
Furniture & Fixtures 8
Equipment’s & Others 15
Vehicles 15
Right to Use Assets Over the period of lease
Building 50

Assets costing less than NPR 5,000 are fully depreciated in the year of purchase.

3.6 Income tax

The Company is subject to tax laws of Nepal. Income Taxes have been calculated as per the
provisions of the Income Tax Act, 2058. Deferred tax is recorded on temporary differences
between the tax bases of assets and liabilities and their carrying amounts, at the rates that have
been enacted or substantively enacted at the reporting date. The ultimate realization of deferred
tax assets is dependent upon the generation of future taxable profits during the periods in which
those temporary differences and tax law carry-forwards become deductible. The Institution
considers the expected reversal of deferred tax liabilities and projected future taxable income
making this assessment. The amount of the deferred tax assets considered realizable, however,
could be reduced in the near term if estimates of future taxable income during the carry-forward'

period are reduced.

Income tax comprises current and deferred tax. Income tax expense is recognized in the statement
of profit and loss except to the extent it relates to items directly recognized in equity or in other

comprehensive income.

Current Tax

Current tax is the amount of tax payable based on the taxable profit for the year. Taxable profit
differs from ‘profit before tax’ as reported in the statement of profit and loss because of items of
income or expense that are taxable or deductible in other years and items that are never taxable

or deductible.

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. Current income tax assets and
liabilities also include adjustments for tax expected to be payable or recoverable in respect of -

previous periods.
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Deferred Tax

Deferred tax is recognized on temporary differences arising between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is determined using tax rates (and laws) enacted or substantively enacted at the
reporting date and that are expected to apply when the related deferred tax asset is realised or
the deferred tax liability is settled. Deferred tax assets are reviewed at each reporting date and
reversed if it is no longer probable that the related tax benefits will be realized. The measurement
of deferred tax reflects the tax consequences that would follow from the manner in which the
Institution expects, at the reporting date, to recover or settle the carrying amount of its assets and
liabilities.

Deferred tax assets are recognized for all deductible temporary differences, carry forward of
unused tax credits and unused tax losses, to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences, and the carry forward of unused
tax credits and unused tax losses can be utilized except:

i. Where the deferred tax asset relating to the deductible temporary difference arises froin the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss.

ii. In respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognized only to the extent
that it is probable that the temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary differences can be utilized.
Deferred tax relating to items recognized in OCI is recognized in OCI. Deferred tax items are
recognized in correlation to the underlying transaction either in other comprehensive income
or directly in equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set
off current tax assets against current income tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

3.7 Deposits, debt securities issued and subordinated liabilities

Institution's deposits consist of money placed into the Institution by its customers. These deposits
are made to savings accounts.

3.8 Provisions

Provisions are recognized when the institution has a present legal or constructive obligation as a
result of a past event, when it is probable that an outflow of resources will be required to settle
the obligation and when the amount can be reliably estimated.

The amount recognized as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (when the effect of the time value of money is material). '
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When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognized as asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.

A disclosure for contingent liabilities is made where there is:

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

- present obligation that arises from past events but is not recognized because:

« Itis not probable that an outflow of resources embodying economic benefits will be required
to settle the obligation; or '

« The amount of the obligation cannot be measured with sufficient reliability.

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

3.9. Revenue Recognition

Revenue is recognized only when it is probable that the economic benefits associated with the
transaction will flow to the entity. In some cases, this may not be probable until the consideration
is received or until an uncertainty is removed. Revenue comprises of interest income, fees and
commission, disposal income, etc. Revenue is recognized to the extent it is probable that the
economic benefits will flow to the Financial Institution and the revenue can be reliably measured.
Revenue is not recognized during the period in which its recoverability of income is not probable.
The bases of income recognition are as below:

3.9.1. Interestincome

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

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

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

e Interest on investment securities measured at fair value is calculated on effective interest rate.

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

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

e Interest income accrued but not received from Performing loans and advances till date has
been recognized in the current year interest income.

3.9.2. Fee and commission income

Fees and commission income that are integral to the effective interest rate on a financial asset are
included in measurement of effective interest rate. Other fees and commission income including
management fee, service charges are recognized as the related services are performed.

3.9.3. Dividend income

Dividend on investment in resident company is recognized when the right to receive payment is
established. Dividend incomes are presented in other operating income, net income from other
financial instruments at fair value through profit or loss or other revenue based on the undeﬂying
classification of the equity instruments.

3.94. Netincome from other financial instrument at fair value through Profit or Loss

Financial assets and financial liabilities classified in this category are those that have been
designated by management upon initial recognition. Management may only designate an
instrument at fair value through profit or loss upon initial recognition when the following criteria
are met, and designation is determined on an instrument-by-instrument basis:

+ The designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or liabilities or recognizing gains or losses on them
on a different basis.

* The assets and liabilities are part of a group of financial assets, financial liabilities or both,
which are managed and their performance evaluated on a fair value basis, in accordance with
a documented risk management or investment strategy.

* The financial instrument contains one or more embedded derivatives, which significantly
modify the cash flows that would otherwise be required by the contract.

Financial assets and financial liabilities at fair value through profit or loss are recorded in the
statement of financial position at fair value. Changes in fair value are recorded in Net gain or loss
on financial assets and liabilities designated at fair value through profit or loss is recognized in
statement of Profit or Loss. Interest earned or incurred is accrued in Interest income or Interest
expense, respectively, using the effective interest rate (EIR), while dividend income is recorded
in other operating income when the right to the payment has been established. oS ——
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3.9.5. GrantIncome

Grants related to income are recognized in the statement of profit or loss on a systematic basis
over the period in which the microfinance recognizes the expense for the related cost which the
grants intend to compensate. Grants related to assets are recognized as deferred grant income.
The deferred grant income is amortized to the statement of profit or loss over the useful life of the
related asset in the ratio of depreciation charged on the related asset over the useful life.

3.10 Interest expense

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

3.11 Employees Benefits

a) Short Term Employee Benefits

Short term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided. A liability is also recognized for the bonus amount
expected to be paid under provision of Bonus Act as a result of past service provided by the
employee and the obligation can be estimated reliably under short term employee benefits.

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

+ wages, salaries, allowances, employee bonus.
+ paid home leave and paid sick leave; non-monetary benefits

b) Post-Employment Benefit Plan
Post-employment benefit plan includes followings:

i. Defined Contribution Plan

A defined contribution plan is a post-employment benefit plan under which an entity pays a fixed
contribution to a separate entity and has no legal or constructive obligation to pay future amounts.
Obligations for contributions to defined contribution plans are recognized as personnel expense
in profit or loss in the periods during which the related service are rendered by employees. Pre-
paid contributions are recognized as an asset to the extent that cash refund or reduction in future
payments is available. Contributions to a defined contribution plan being due for more than 12
months after the end of the period in which the employee render the service are discounted at
their present value. The following are the defined contribution plan provided by the Institution
to its employees:

a) Employees Provident Fund
Employees of the Institution are entitled to receive benefits under the provident fund other than
those under contract, a defined contribution plan in which both the employee and the Institution

contribute monthly at a pre-determined rate (currently, 10% of the basic salary plus grades).‘//
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Institution does not assume any future liability for provident fund benefits other than its annual
contribution. Such benefit is provided to the employee on retirement through retirement fund.

ii. Defined Benefit Plan

The institution provides Gratuity Plan and Leave Encashment Plan (in terms of Home Leave and
Sick Leave) as defined benefits to its employees. These benefits are post-employment benefit plans
and are paid based on length of service. The gratuity plan provides for lump sum payments to
vested employees at retirement or upon death while in employment or on termination of
employment for an amount equivalent to defined days’ eligible salary payable for each completed
year of service.

Further, employees of the Institution are entitled to avail Home Leave and Sick Leave. The
employees can carry forward the un-availed leave and are entitled to encash the cumulative leave
at the time of the retirement. The obligation under these plans is calculated by a qualified actuary
every year using projected unit credit method.

The following are the defined benefit plans provided by the Institution to its employees:

a) Gratuity

Institution provides for gratuity on accrual basis covering eligible employees in terms of
Employee Service Byelaws of the Institution. Such benefit is provided to the employee by
institution.

b) Leave Salary

The employees of the Institution are entitled to carry forward a part of their unavailed / unutilized
leave subject to a maximum limit. The employees can encash unavailed/ unutilized leave partially
in terms of Employee Service Byelaws of the Institution. The Institution accounts for the liability
for accumulated leave as per the actuarial valuation.

¢) Termination Benefits

Termination benefits are recognized as expense when the Institution is demonstrably committed,
without realistic possibility of withdrawal, to a formal plan to provide termination benefits to
employees as a result of an offer made to encourage voluntary redundancy. Termination benefits
are recognized if the Institutions made an offer for voluntary redundancy, it is probable that the
offer will be accepted and the number of acceptances can be measured reliably. If the benefits are
payable in more than 12 months after the reporting date, they are discounted to their present
value.

3.12 Leases

At inception of a contract, institution shall assess whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an idenﬁfied
asset for a period of time in exchange for consideration.
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The Institution as a Lessee:

Recognition:
At the commencement date, a lessee shall recognise a right-of-use asset and a lease liability. At
the commencement date, a lessee shall measure the right-of-use asset at cost.

At the commencement date, a lessee shall measure the lease liability at the present value of the
lease payments that are not paid at that date. The lease payments shall be discounted using the
interest rate implicit in the lease, if that rate can be readily determined. If that rate cannot be
readily determined, the lessee shall use the lessee’s incremental borrowing rate.

Subsequent measurement
Subsequent measurement of the right-of-use asset

A lessee shall measure the right-of-use asset applying a cost model, unless it applies either of the
measurement models of

e apply that fair value model to right-of-use assets that meet the definition of investment
property in NAS 40 )

e If right-of-use assets relate to a class of property, plant and equipment to which the lessee
applies the revaluation model in NAS 16, a lessee may elect to apply that revaluation model
to all of the right-of-use assets that relate to that class of property, plant and equipment

Subsequent measurement of the lease liability
A lessee shall measure the lease liability by:

e increasing the carrying amount to reflect interest on the lease liability;
e reducing the carrying amount to reflect the lease payments made; and
e remeasuring the carrying amount to reflect any reassessment or lease modifications.

The Institution as a lessor

The institution shall recognise lease payments from operating leases as income on either a
straight-line basis or another systematic basis. The lessor shall apply another systematic basis if
that basis is more representative of the pattern in which benefit from the use of the underlying
asset is diminished.

For finance lease the institute shall recognise assets held under a finance lease in its statement of
financial position and present them as receivable at an amount equal to the net investment in the
lease. The institution shall recognise finance income over the lease term, based on a pattern
reflecting a constant periodic rate of return on the lessor’s net investment in the lease.

3.13 Share capital and reserves

The Institution classifies the capital instruments as equity instruments or financial liabilities in
accordance with the substance with the contractual terms of the instruments. Equity is defined as
residual interest in total assets of an entity after deducting all its liabilities. Common shares are
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classified as equity of the Institution and distributions thereon are presented in statement of
changes in equity.

The Institution is required to maintain the capital adequacy ratio imposed by the regulator.

Incremental costs directly attributable to issue of an equity instruments are deducted from the
equity.

The reserves include retained earnings and other statutory reserves such as general reserve,
exchange equalization reserve, regulatory reserve, fair value reserve, revaluation reserve and
other reserves.

Regulatory reserve includes any amount derived as result of NFRS convergence with effect in
retained earning computed as per NRB Directive No. 4.

3.14 Earnings per share including diluted

Basic earnings per share is computed by dividing the profit/ (loss) for the year by the weighted
average number of equity shares outstanding during the year.

Diluted earnings per share is computed by dividing the profit/ (loss) for the year as adjusted for
dividend, interest and other charges to expense or income (net of any attributable taxes) relating
to the dilutive potential equity shares, by the weighted average number of equity shares
considered for deriving basic earnings per share and the weighted average number of equity
shares which could have been issued on the conversion of all dilutive potential equity shares.
Potential equity shares are deemed to be dilutive only if their conversion to equity shares would
decrease the net profit per share from continuing ordinary operations. Potential dilutive equity
shares are deemed to be converted as at the beginning of the period, unless they have been issued
at a later date. :
There have been no transactions involving ordinary shares or potential ordinary shares between
the reporting date and the date of the completion of these financial statements which would
require the restatement of earnings per share.

3.15 Segment reporting

An operating segment is a component of the Institution that engages in business activities from
which it may earn revenues and incur expenses, including revenues and expenses that relating to
transactions with any of the Institution’s other components, whose operating results are reviewed
by the management to make decision about resource allocation to each segment and assess its
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NESDO SAMBRIDHA LAGHUBITTA BITTIYE SANSTHA LITD.
Kusma-06, Parbat
Computation of Tax liability as per Income Tax Act, 2058

Profit Before Tax 21,107,021.93
Add:

Depreciation & Amortization for separate consideration 11,419,412.14

Repair and Improvement for separate consideration 730,726.00

Previous Year Expenses ====

Operating Lease as per NFRS 3,070,671.15

Operating Lease as per NFRS-last year (Previous Year OL-Disallowed) ====

Finance Cost on Lease Liability 4,287,744.74

Finance Cost on Unwinding of Staff Loan ====

Provision for Leave Encashment 15,240,404.00

Provision for Gratuity 1,773,033.00

Tax Expenses ====

Disallowed Expenses 2,354,949.22

Undistributed Bonus 7,313,152.97

LLP as per FS 341,996,181.70 388,186,274.92
Less:

Depreciation as per Income Tax Act 1,323,535.66

Repair and Improvement as per Income Tox Act 333,929.94

Lease expenses as per House Rent Agreement 12,780,861.00

Share Issuance Cost 656,643.00

Gratuity Payment 1,167,600.00

Leave Payment 480,087.00

LLP as per Tax 1,786,234.01 18,528,890.62
Asssessable Income before Bonus 390,764,406.23

Less: Previous Year Loss “
Less: Provision for bonus »

Taxable Income 390,764,406.23

Tax @ 30% 117,229,321.87

Late Penalty sec 117 -

Late Penalty sec 118 866,721.32

Late Penalty sec 119 -

Advance Tax -

Interest

Total Tax Payable 118,096,043.20

Interest as per the section 118

Total tax liabilities as per Anusuchi 2 117,229,321.87

Amount to be 90% of Less Advance Tax Interest on less

Particulars paid Tax paid instalment Paid Months Tax

Up to Poush End 46,891,729 58,183,026 42,202,556 ==== 3 -

Up to Chaitra End 82,060,525 58,183,026 73,854,473 15,671,447.27 3 587.,679.27

Up to Ashad End 117,229,322 83,183,026 105,506,390 22,323,364.17 3 279,042.05
866,721.32

3,579.655 12,724,206 3,221,690
Interest as per the section 119 k == 3 -

< 1 .
Total tax and Interest y L W 1 18,096,04?.20
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INTERIM FINANCIAL STATEMENTS

o U 10 U o[ 10 alt C UJ o o U U )
A ° Lduarte ged A U3
Nrs.
. . . Immediate Previous
Particulars This Quarter Ending Year Ending

Assets
Cash & Cash Equivalents 892,171,229.58 988,541,448.79
Statutory Balances and Due from Nepal Rastra Bank - -
Placement with Banks & Financial Institutions - -
Derivative Financial Institutions - -
Other Trading Assets - -
Loans and Advances to MFIs & Cooperatives - -
Loan & Advances to Customers 3,052,999,078.08 3,066,073,961.37
Investment Securities - -
Current Tax Assets - -
Investment Property - -
Property and Equipment 30,833,657.86 30,882,289.44
Goodwill and Intangible Assets - -
Deferred Tax Assets 26,236,368.73 27,488,714.00
Other Assets 258,844,568.77 5,711,824.08
Total Assets 4,261,084,903.02 4,118,698,237.68
Liabilities
Due to Bank and Financial Institutions - 100,000,000.00
Due to Nepal Rastra Bank - -
Derivative Financial Instruments - -
Deposits from Customers 2,444,361,432.14 2,430,199,075.00
Borrowings - -
Current Tax Liabilities 13,984,247.31 29,620,283
Provisions - -
Deferred Tax Liabilities - -
Other Liabilities 1,008,982,221.99 791,373,859.48
Debt Securities Issued - -
Subordinated Liabilities - -
Total Liabilities 3,467,327,901.44 3,351,193,217.26
Equity
Share Capital 291,337,500.00 291,337,500.00
Share Premium - -
Retained Earnings 198,131,851.40 169,091,231.16
Reserves 304,287,650.18 307,076,289.26
Total Equity 793,757,001.58 767,505,020.42
Total Liabilities and Equity 4,261,084,903.02 4,118,698,237.68




Born To

&2 aiftfep FTEIRUT AaT-20Ca

Condensed Statement of Profit and Loss

y Serve

For the Quarter Ended 31t Aswin, 2082

Nrs.

. Current Year Previous Year Corresponding

Particulars - - - -

This Quarter | Upto This Quarter | This Quarter | Upto This Quarter
Interest Income 130,812,223.18 130,812,223.18| 120,930,380.00 120,930,380.00
Interest Expense 58,922,775.21 58,922,775.21| 61,130,100.00 61,130,100.00
Net Interest Income 71,889,447.97 71,889,447.97| 59,800,280.00 59,800,280.00
Fee and Commission Income 8,865,644.99 8,865,644.99| 10,234,080.00 10,234,080.00
Fee and Commission Expense - - - -
Net Fee and Commission Income 8,865,644.99 8,865,644.99| 10,234,080.00 10,234,080.00
Net Interest, Fee and Commisson Income 80,755,092.96 80,755,092.96| 70,034,360.00 70,034,360.00
Net Trading Income - - - -
Other Operating Income 8,483,103.81 8,483,103.81|  9,531,180.00 9,531,180.00
Total Operating Income 89,238,196.77 89,238,196.77| 79,565,540.00 79,565,540.00
Impairment Charge/ (Reversal) for Loans and Other Losses | (6,343,683.00) (6,343,683.00)|  29,850,000.00 29,850,000.00
Net Operating Income 95,581,879.77 95,581,879.77 49,715,540.00 49,715,540.00
Operating Expense 48,967,722.10 48,967,722.10|  38,299,700.00 38,299,700.00
Personnel Expenses 34,992,746.35 34,992,746.35| 31,632,370.00 31,632,370.00
Other Operating Expenses 13,974,975.75 13,974,975.75|  6,667,330.00 6,667,330.00
Depreciation & Amortisation - - - -
Operating Profit 46,614,157.67 46,614,157.67| 11,415,840.00 11,415,840.00
Non Operating Income - - - -
Non Operating Expense - - - -
Profit Before Income Tax 46,614,157.67 46,614,157.67| 11,415,840.00 11,415,840.00
Income Tax Expense 13,984,247.31 13,984,247.31|  3,424,752.00 3,424,752.00
Current Tax 13,984,247.31 13,984,247.31|  3,424,752.00 3,424,752.00
Deferred Tax - - - -
Profit for the Period 32,629,910.36 32,629,910.36]  7,991,088.00 7,991,088.00

Condensed Statement of Comprehensive Income

Particulars Current Year Previous Year Corresponding

This Quarter | Upto This Quarter | This Quarter | Upto This Quarter
Profit for the Period 32,629,910.36 32,629,910.36 7,991,088.00 7,991,088.00
Other Comprehensive Income - - - -
Total Comprehensive Income 32,629,910.36 32,629,910.36| 7,991,088.00 7,991,088.00
Basic Earning per share - 11.20 - 3.13
Annualized Basic Earing Per Share - 44.80 - 12.54
Diluted Earning per share - 44.80 - 12.54

Ratios as per NRB Directives

Particulars Current Year Previous Year Corresponding
This Quarter | Upto This Quarter | This Quarter | Upto This Quarter
Capital Fund to RWA - 14.16% - 16.78%
Non-Performing Loan (NPL) to Total Loan - 20.94% - 19.48%
Total Loan Loss Provision to Total NPL - 120.71% - 103.05%
Cost of Funds - 9.54% - 8.70%
Credit to Deposit and Borrowing Ratio - 167.14% - 176.96%
Base Rate - 17.30% - 16.58%
Interest Rate Spread - 5.23% - 2.08%

7 et
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Statement of Distributable Profit or Loss
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For the quarter ended 31t Aswin, 2082

Particulars NPR
Net Profit for the Period end 1% Quarter 32,629,910.36
1. Appropriations
1.1 Profit required to be appropriated to: 7,504,879.38
a. General Reserve 6,525,982.07
b. Capital Redemption Reserve -
c. Foreign Exchange Fluctuation Fund -
d. Corporate Social Responsibility 326,299.10
e. Employee Training Fund -
f. Client Protection Fund 652,598.21
g. Other -
1.2 Profit required to be transferred to Regulatory Reserve: -
a. Transfer to Regulatory Reserve -
b. Transfer from Regulatory Reserve -
Net Profit for the period end 1* Quarter available for distribution 25,125,030.98
Opening Retained Earning As on 1* Shrawan,2082 169,091,231.16
Distribution:- -
Bonus Share Issued -
Cash Dividend -
Total Distributable Profit/Loss as on Quarter End Date 194,216,262.14
Annualized Distributable Profit/Loss Per Share 66.66

Interest Rate

1. Deposit 7.5%-13.3%

2. Loan & Advance 12%-14.72%

Notes to interim financial Statements:

1. The above figures are subject to change if directed by the regulatory authority and external auditor.
2. 'The above Financial Statements have been prepared in accordance with Nepal Financial Reporting
Standards (NFRS) ,as issued by the accounting standard board,Nepal and carve-out issued by the

Institute of Chartered Accountants of Nepal (ICAN).

ANl

provision in Bonus Act.

Loans and Advances are presented net of imppairment charges and includes Staft Loans.
Employees Benefits wiil be made after receiving Actuarial Valuation Report.
Personal Expenses also include provision for staft bonus which has been calculated in line with the

6. Previous period figures are regrouped/rearranged/restated wherever necessary for consistent

presentation and comparision.
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