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COP: 1074

Independent Auditor’s Report
To the Shareholders of
Ganapati Laghubitta Bittiya Sanstha Limited

Report on the Audit of the Financial Statements:

Opinion

We have audited the accompanying financial statements of Ganapati Laghubitta Bittiya Sanstha
Limited., herein referred to as “microfinance”, which comprise Statement of Financial Position
as at Ashadh 31, 2080, (16t July, 2023) and Statement of Profit or Loss, Statement of Other
Comprehensuve income, Statement of Changes in Equity and Statement of Cash Flow for the
year then ended, and a summary of Significant Accounting Policies and Explanatory Notes to the
Account.

c 4
In our opfm::tn {I:e accompanying financial statements along with the notes present fairly, in all
material respects the financial position of as on Ashadh 31, 2080 (16 July, 2023) and its financial
performance and its cash flows for the year ended Ashadh 31, 2080 (16“‘ July, 2023) in
accordance with Nepal Financial Reporting Standards (NFRS).

Basis f,or Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
Audit on the Financial Statements section of our report. We are independent of the microfinance
in accordance with the ICAN’s Handbook of Code of Ethics for Professional Accountants together
with the ethical requirements that are relevant to our audit of the financial statements, and we
have fulfilled our other ethical responsibilities in accordance with these requirements and the
ICAN’s handbook of 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 opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of financial statements of the current period. These matters were
- acldressed in the context of our audit of the financial statementsas a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters. Depending on the
facts and circumstances of the microfinance and the audit, we have determined that there are
no key audit matters to communicate in our report other than following. For each matter below,
our description of how our audit addressed the matter is provided in that context: )

Key Audat Matters e | Response to Key Audit Matters

lmpanrmem of Loans and Advaﬂces

The microﬁnance shall measure lmpairment Our audit approach regarding verification of

loss on loans and advances at the higher of: impairment of loans and advance = ded:
& ASsp
% [
= Amount derived as per norms prescribed . \»/—\"’{o,,

&
]
o

@
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7
7

by Nepal Rastra Bank for loan loss |a. Test the operating effectiveness of key
provisioning; and controls established by the microfinance ’
to identify loss events and for determining
the extent of provisioning required against
non-performing loans and adv7(ces.

= Amount determined adopting Incurred
Loss Model as per the Carve out provided
on NFRS 9 financial instruments - .
impairment. b. Review the overdue status ©f loans and
advances by obtaining data from the

!mpairment of loans ant:,i advances under system and matching the same with the
incurred loss model requires assessment of NRB 2.2 report.

future cash flows as well as historical loss ) o
experiences of portfolios. On the other hand, | ¢ Review of sampled credit files, among

impairment of loans and advances under NRB other things, from the perspective of
norms for loan loss provisioning require utilization of loans and advances for the
assessment of the overdue status of loans intended purpose by way of scrutiny of
and advances gnd proper utilization of loans financial statements, account movement,
for the’ ,ﬁnthded purpose. Significant account turnover etc. including the
estimates and assumptions used by the business visits of the selected borrowers.

management in such calculations. Hence, the
assessment of the availability and accuracy of
required data for impairment of loans and
advances under incurred loss model as well
as NRB provisioning norms are considered as
key audit mattet.

‘ .lnformation Technology Matters

o

Our audit approach regarding the
information technology of the microfinance
Information Technology (IT) System and is based upon the Information Technology
Controls over financial reporting Guidelines issued by NRB and it included:

IT c¢ontrols with respect to recording
transactions, generating various reports in
compliance with NRB guidelines and other
compliances to regulators is an important

a. Understanding of the business processes,
IT Systems used to generate and support
those balances and associated |IT

Ea}'t of the process. Such reporting is heavily application controls and IT dependencies
dependent on the effective working of Core in manual controls.

Banking Software (CBS) and other allied | b, Understanding the coding system adopted
systems. by the microfinance for various categories

-

of customers
We have considered this a key audit matter

as any control lapses, validation failures,
incorrect input data, and errors in the
| extraction of data may result in incorrect
financial reporting.

c. Evaluating and testing the design and
operating effectiveness of certain control
activities over the integrity of the material
IT systems that the relevant to the
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!
!

extraction of the financial information and |’
statements from the IT system existing in
the microfinance.

e. Checking the user /authorijty/matrix for
any changes in the regulatighs/ policy of
the microfinance.

f. Reviewed the reports generated by the
system on a sample basis and verified the
interest income and expense booking
regarding loan and deposit on a test basis
with the CBS of the microfinance.

Informatioﬁ‘btﬁér than the Financial Statements and Auditor’s Report Thereon

The manage;hent of microfinance. is responsible for the preparation of the other information.
The other information comprises the information included in the Management report and other
progress reports but does not include the financial statements and our auditor’s report thereon.
Our opinion is on the financial statements and not on the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained during the 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.

Respbnsibilities of Management and Those charged with Governance for the Financial

Statements

Management is responsible for the preparation and fair presentation of the financial statements
in- accordance with Nepal Financial Reporting Standards, and for such internal control as
management determines is necessary to enable that 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
microfinance’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 microfinance or to cease operations, or has no realistic alternative but

to do so.

Those charged with governance are responsible for overseeing the micrpfin
reporting process. Q {
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of a;s%rance, but
is not a guarantee that an audit conducted in accordance with NSA’s will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in aggregate, they could reasonably expect to influence the economic
decisions of users taken on the basis of these financial statements. Further responsibilities of
the auditor have been mentioned in Annexure -1.

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

We have obtained satisfactory information and explanations asked for, which to the best of our
knowledge and/belief were necessary for the purpose of our audit. The financial statements
including;_tﬁé S dtement of financial position, Statement of profit or loss, Statement of other
comprehensive income, Statement of changes in equity, Statement of Cash Flows including a
summary of significant accounting policies and other explanatory notes have been prepared in
all material respect as per the procedures and format prescribed by Nepal Rastra Bank and are
in agreement with the books of accounts of the microfinance; and the accounts and records of
the microfinance are properly maintained in accordance with the prevailing laws.

To the best of our information and according to the explanations given to us, in the course of
our audit, we did not come across cases where the business of the microfinance and transactions
were not conducted within the scope of its authority. We did not come across cases where the
board of directors or any director or any office bearer of the microfinance has acted contrary to
the provisions of law or caused loss or damage to the microfinance or committed any
misappropriation of the funds of the microfinance.

Place: Kathmandu Pratikshya Devkota
Date:2080.08.28 . Proprietor
UDIN No: 231221CA01590R1g19 P. Devkota & Associates

Chartered Accountants
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Annexure -1
As a part of audit in accordance of NSAs, we exercised professional judgment and maintain
professional skepticism throughout the audit of microfinance for FY 2079/80 (2022/23). We also:

e Identified and assessed the risk of material misstatement of the financial statg‘?nent whether
due to fraud or error, designed and performed audit procedures responsive to those risks,
and obtained audit evidence that is sufficient and appropriate to provide an opinion. The
risk of not detecting material misstatement resulting from fraud is higher than one resulting
from error, as fraud may involve collusion, forgery, intentional omission, misrepresentation,
or the override of internal control.

e Obtained an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of internal control.

° Concluded n appropriateness of management use of going concern basis of accounting
and, ,bﬁse In audit evidence obtained, whether a material uncertainty exists related to
events or condition that may cast significant doubt on the microfinance’s ability to continue
as gomg concern. If we concluded that a material uncertainty exists, we were required to
draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosure were inadequate, to modify our opinion. Qur conclusions were based
on the audit evidence obtained up to the date of our auditor’s report. However, future
e\'fents or condltlons may cause the microfinance to cease to continue as going concern.

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

° Evaluated the overall presentation, structure, and content of financial statement including
the disclosures, and whether the financial statement represent the underlying transactions
and events in a manner that achieves fair presentation.

e Obtained sufficient appropriate audit evidence regarding the financial information of the
entities or business activities to express an opinion on the financial statements. We remain
solely responsible for our audit opinion.

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

- . We also provided those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and communicated with them
all relationships and other matter that may reasonably be though to bear on our
independence, and where applicable, related standards.

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

g munication.
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Statement of Financial Position

As on 31t Ashad 2080 . .
Figure in NPR.
. s Restated Restated
Paritculars Note | 31 Ashad 2080 327 Ashad 2079 | 31% Ashad 2078
Assets
Cash and cash equivalent 4.1 124,881,502 52,393,618 98,205,198
Statutory Balances and Due from Nepal Rastra Bank 4.2 12,300,000 11,000,000 7,550,000
Placement with Bank and Financial Institutions 4.3 - - -
Derivative financial instruments 4.4 - - -
Other Trading Assets 4.5 - - -
Loan and Advances to MFIs & Cooperatives 4.6 - - -
Loans and Advances to customers 4.7 2,265,530,889 2,225,529,936 1,567,304,649
Investment securities 4.8 - - -
Current tax assets 4.9 7,057,196 8,215,695 1,148,451
Investment securities 4.10 - - -
Property and Equipment 4.11 8,840,548 10,067,456 9,695,353
Goodwill and Intangible assets 4.12 539,858 807,479 920,950
Deferred tax assets 4.13 2,673,193 - -
Other assets 4.14 15,071,199 3,113,244 1,551,015
Total Assets 2,436,894,384 2,311,127,429 1,686,375,616
Liabilities
Due to Bank and Financial Institutions 4.15 - - -
Due to Nepal Rastra Bank 4.16 - - -
Derivative Financial Instruments 4.17 - - -
Deposits from Customers 4.18 582,147,719 606,182,818 442,565,141
Borrowing 4.19 1,623,430,353 1,459,245,565 1,024,786,658
Current Tax Liabilities 4.9 - - -
Provisions 4.20 - - -
Deferred tax liabilities 4,13 - 7,095,159 4,440,751
Other liabilities 4.21 20,009,859 22,765,998 14,056,804
Debt securities issued 4.22 - - -
Subordinated Liabilities 4.23 - - -
Total liabilities 2,225,587,931 2,095,289,541 1,485,849,355
Equity
Share capital 4.24 151,554,533 151,554,533 127,356,750
Share premium
Retained earnings (3,928,102) 14,517,704 38,101,314
Reserves 4.25 63,680,022 49,765,651 35,068,197
Total equity 211,306,453 215,837,888 200,526,261
Total liabilities and equity 2,436,894,384 2,311,127,429 1,686,375,616
Contingent liabilities and commitment 4.26 - - -
Net assets value per share 139.43 142.42 157.45
As per our report of even date
Bishnu P. Dhakal Archana Pradhan Shilpa Pradhananga Pratikshya Devkota
CEO Chairman Director Proprietor
P. Devkota & Associates
Chartered Accountants
Prakash Kharel  Nirja Sharma (Sapkota) Shila Rajbhandhari (Jonchhen) Nilima Joshi Newa Suraj Sapkota
Director Director Director Independent Director ~ Head Account & Finance Mgmt
Date:...........

Dulegauda, Tanahu

22




Annual Report (©g

2079,/080

Statement of Profit or Loss

As on 315t Ashad 2080

Figure in NPR.
Particulars Note 31s*Ashad 2080 3 2“"?5152?3079

Interest Income 4.27 368,283,998 306,355,347
Interest Expense 4.28 253,031,778 171,371,904
Net interest income 115,252,221 134,983,443
Fee and Commission Income 4.29 31,377,233 38,665,286
Fee and Commission Expense 4.30 5,195,436 3,371,085
Net Fee and Commission Income 26,181,797 35,294,202
Net Interest, Fee and Commission income 141,434,018 170,277,644
Net Trading Income 4.31 - -
Other Operating Income 4.32 206,479 -
Total Operating Income 141,640,497 170,277,644
Impairment charge/(reversal) for loans and other losses 4.33 28,595,761 31,467,511
Net Operating Income 113,044,736 138,810,134
Operating Expense

Personnel Expenses 4.34 85,935,328 83,700,084
Other Operating Expenses 4.35 35,454,844 28,921,161
Depreciation & Amortisation 4.36 2,606,930 2,780,268
Operating Profit (10,952,366) 23,408,620
Non Operating Income 4.37 - -
Non Operating Expense 4.38 - -
Profit before Income Tax (10,952,366) 23,408,620
Income Tax Expense 4.39

Current Tax 8,481,443 6,079,494

Deferred Tax Expense/(Income) (10,812,482) 2,493,058
Profit for the year (8,621,327) 14,836,068
Profit attributable to:

Equity holders of the Financial Institution (8,621,327) 14,836,068
Profit for the period (8,621,327) 14,836,068
Earnings per share
Basic earnings per share (5.69) 9.79
Diluted earnings per share (5.69) 9.79

Bishnu P. Dhakal Archana Pradhan
CEO Chairman

Prakash Kharel
Director

Nirja Sharma (Sapkota)
Director

Date:...........
Dulegauda, Tanahu

Shila Rajbhandhari (Jonchhen)
Director

Shilpa Pradhananga

Director

Nilima Joshi Newa
Independent Director

As per our report of even date

Pratikshya Devkota

Proprietor

P. Devkota & Associates
Chartered Accountants

Suraj Sapkota
Head Account & Finance Mgmt
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Statement of Comprehensive Income

As on 315t Ashad 2080

Figure in NPR.
Particulars 31t Ashad 2080 32ndR ::lt:;t:g 079
Profit for the year (8,621,327) 14,836,068
Other comprehensive income, net of income tax
a) Items that will not be reclassified to profit or loss
Gains/(losses) from investments in equity instruments measured at fair value - -
Gains/(losses) on Revalution
Actuarial gains/(loss) on defined benefit plans 3,480,433 537,834
Income tax relating to above items (1,044,130) (161,350)
Net other comprehensive income that will not be reclassified to profit or 2,436,303 376,484
loss
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 comprehesive income that are or may be reclassified to profit or - -
loss
Other comprehensive income for the year, net of income tax - -
Total comprehensive income for the year (6,185,024) 15,212,552
Total comprehensive income for the period (6,185,024) 15,212,552

As per our report of even date

Bishnu P. Dhakal Archana Pradhan Shilpa Pradhananga Pratikshya Devkota
CEO Chairman Director Proprietor
P. Devkota & Associates
Chartered Accountants
Prakash Kharel  Nirja Sharma (Sapkota) Shila Rajbhandhari (Jonchhen) Nilima Joshi Newa Suraj Sapkota
Director Director Director Independent Director ~ Head Account & Finance Mgmt
Date:...........

Dulegauda, Tanahu
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2079/080
Statement of Cash Flows
As on 315t Ashad 2080 . .
Figure in NPR.
. Restated
Particulars 31°* Ashad 2080 3204 Achad 2079

CASH FLOWS FROM OPERATING ACTIVITIES
Interest received 357,862,431 291,754,071
Fees and other income received 24,968,486 48,689,089
Dividend received - -
Receipts from other operating activities 6,408,747 -
Interest paid (251,189,858) (160,498,706)
Commission and fees paid (5,195,436) -
Cash payment to employees (86,146,318) (72,209,151)
Other expense paid (32,397,254) (38,739,506)
Operating cash flows before changes in operating assets and liabilities 14,310,797 68,995,797
(Increase)/Decrease in operating assets
Due from Nepal Rastra Bank (1,300,000) 3,450,000

Placement with bank and financial institutions

Other trading assets

Loan and advances to bank and financial institutions

Loans and advances to customers

(57,116,918)

(679,182,436)

Other assets (13,016,184) (5,238,211)
Increase/(Decrease) in operating liabilities

Due to bank and financial institutions

Due to Nepal Rastra Bank

Deposit from customers (24,035,099) 153,500,554
Borrowings 164,184,788 434,458,907
Other liabilities (2,310,634) (98,655)
Net cash flow from operating activities before tax paid 80,716,750 (24,114,044)
Income taxes paid (7,322,944) (17,661,918)
Net cash flow from operating activities 73,393,806 (41,775,963)
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investment securities

Receipts from sale of investment securities

Purchase of property and equipment (2,417,923) (2,762,050)
Receipt from the sale of property and equipment 1,512,000

Purchase of intangible assets

Receipt from the sale of intangible assets

Purchase of investment properties

Receipt from the sale of investment properties

Interest received

Dividend received

Net cash used in investing activities (905,923) (2,762,050)

©
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CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of debt securities

Repayment of debt securities

Receipt from issue of subordinated liabilities

Repayment of subordinated liabilities

Receipt from issue of shares

Dividends paid - (1,273,568)
Interest paid

Other receipt/payment

Net cash from financing activities - (1,273,568)
Net increase (decrease) in cash and cash equivalents 72,487,884 (45,811,580)
Cash and cash equivalents at Shrawan 1, 2079 52,393,618 98,205,198
Effect of exchange rate fluctuations on cash and cash equivalents held

Cash and cash equivalents at Ashad end 2080 124,881,502 52,393,618

As per our report of even date

Bishnu P. Dhakal Archana Pradhan Shilpa Pradhananga Pratikshya Devkota
CEO Chairman Director Proprietor
P. Devkota & Associates
Chartered Accountants

Prakash Kharel  Nirja Sharma (Sapkota) Shila Rajbhandhari (Jonchhen) Nilima Joshi Newa Suraj Sapkota
Director Director Director Independent Director ~ Head Account & Finance Mgmt
Date:...........

Dulegauda, Tanahu
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2079/080
Statement of Distributable Profit or Loss
As on 31% Ashad 2080
(As per NRB Regulation)
. Restated
Particulars 31°* Ashad 2080 3274 Achad 2079

Net profit or (loss) as per statement of profit or loss (8,621,327) 14,836,068
Appropriations:
a. General reserve - (4,370,726)
b. Foreign exchange fluctuation fund
c. Capital redemption reserve
d. Corporate social responsibility fund - (218,536)
e. Employees' training fund (121,260) (113,090)
f. Other

Client Protection Fund - (218,536)

Interest income on client protection fund routed through P/L (27,188) (31,248)

Expenses from client protection fund routed through P/L 140,000 361,000

Expenses from CSR fund routed through P/L 332,355 282,560
Profit or (loss) before regulatory adjustment (8,297,420) 10,527,492
Regulatory adjustment :
a. Interest receivable (-) /previous accrued interest received (+) (6,338,214) (8,639,751)
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 recognised (-)/ reversal (+) (2,673,193) -
f. Goodwill recognised (-)/ impairment of Goodwill (+)
g. Bargain purchase gain recognised (-) /reversal (+)
h. Actuarial loss recognised (-)/reversal (+)
i. Other (+/-) (1,136,978)
Net profit for the year end Asar 2080 available for distribution (18,445,805) 1,887,740
Opening Retained Earning as on Shrawn 1, 2079 14,517,704 38,101,314
Adjustment(+/-) -
Distribution:

Bonus shares issued - (24,197,783)

Cash Dividend Paid - (1,273,568)
Total Distributable profit or (loss) as on year end date (3,928,102) 14,517,704
Annualized Distributable Profit/Loss per share (2.59) 9.58
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1. Reporting entity

Notes to the Financial Statement for FY 2079/80
Ganapati Laghubitta Bittiya Sanstha Limited (GLBSL) as a public limited company received operating license from
Nepal Rastra Bank as D class financial institution on 2073/07 /30 to operate under Banks and Financial Institution
Act, 2073.
The Head Office of the Financial Institution is located at Dulegauda, Tanahu and working areas is all district of
Nepal. At the end of the reporting period i.e. at 16 July 2023, the Financial Institution had 43 branches with the
employment of 206 employees.
The Financial Institution provides customer friendly microfinance services in rural areas as well as some urban
areas of Nepal for the poorest people.lt is providing micro-financial services to the low income & underprivileged
peoples through our Branch Offices which are located in different parts of Country.
The Financial Institution’s shares are listed with Nepal Stock Exchange Ltd under scrip "GMFBS".

2. Basis of Preparation
"ThefinancialstatementsoftheFinancialInstitutionhavebeenpreparedinaccordancewiththeNepal FinancialReporting
Standards (NFRS) issued by the Accounting Standard Board of Nepal (ASB)."

The financial statements comprise the Statement of Financial Position, Statement of Profit or Loss and Statement of
Other Comprehensive Income, Statement of Changes in Equity, Statement of Cash Flows and the Notes to Accounts
of the Microfinance. The significant accounting policies applied in the preparation of financial statements are set
out below in point number 3. These policies are consistently applied to all the years presented, except for the
changes in accounting policies disclosed specifically.
Reconciliations and descriptions of the effect of the transition from Nepal Accounting Standards (Local GAAP) to
NFRS on the Financial Institution’s equity and its net income are given in notes to the accounts.
The significant accounting policies applied in the preparation of financial statements are set out below in Note
3. These policies are consistently applied to all the years presented, except for the changes in accounting policies
disclosed specifically.
2.1 Statement of Compliance
The financial statements of the Financial Institution have been prepared in accordance with Nepal Financial
Reporting Standards (NFRS) to the extent applicable and as issued by Accounting Standard Board- Nepal.
2.2 Reporting period and approval of financial statements
2.2.1 Reporting Dates
The Financial Institution follows the Nepalese financial year based on the Nepalese calendar starting from
first day of Shrawan (Mid July) of each year to the last day of Ashad (Mid July) of the next year.
The corresponding dates for the English calendar are as follows:

Relevant Financial Statement Nepalese Calendar English Calendar

Date/Period Date/Period
Reporting Date 31 Ashad 2080 16 July 2023
Comparative Reporting Date 32 Ashad 2079 16 July 2022
Reporting period 01 Shrawan 2079 - 31 Ashad 2080 17 July 2022 - 16 July 2023
Comparative Reporting Period 01 Shrawan 2078 - 32 Ashad 2079 16 July 2021 - 16 July 2022
Date of Transition to NFRS 01 Shrawn 2078 16 July 2021 -1

2.2.2 Approval of financial statements
The board meeting of financial institution held on Mangsir 28, 2080 adopted the financial statements for
approval from annual general meeting.
2.3 Functional and presentation currency
Financial statements are denominated in Nepalese Rupees, which is the functional and presentation currency
of the Financial Institution.
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2.4 Use of Estimates, assumptions and judgments
The preparation of the financial statements in accordance with NFRS requires management to make
judgements, estimates and assumptions in applying the accounting policies that affect the reported amounts
of assets, liabilities, income and expenses. Due to the inherent uncertainty in making estimates, actual
results reported in future periods may be based upon amounts which differ from those estimates. Estimates,
judgements and assumptions are periodically evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.
Revisions to accounting estimates are recognized prospectively.
Further information about key assumptions concerning the future, and other key sources of estimation
uncertainty and judgement, are set out in the relevant disclosure notes for the following areas:
@ Classification of Financial Assets and Financial Liabilities
@ Impairment of Financial Assets
@ Impairment of Non-Financial Assets
@ Provisions, commitments and contingencies
@ Defined benefit obligations and Other long term employment benefit obligations
@ Determination of useful life of the property Plant and equipment
@ Deferred Tax Assets/Liabilities
Disclosures of the accounting estimates have been included in the relevant sections of the notes wherever the
estimates have been applied along with the nature and effect of changes of accounting estimates, if any.
2.5 Changes in Accounting policies
The principal accounting policies adopted in the preparation of financial statements are set out in relevant
notes for each items of the financial statements. Accounting policies have been consistently applied to all the
years presented, unless otherwise stated.
2.6 New standards in use but not yet effective
Standards as pronounced by the Accounting Standards Board Nepal (ASB Nepal) has been used in the
preparation of financial statements. Any departure from the requirements of NFRS, if any, has been separately
disclosed in the Notes to Accounts/ Explanatory Notes.
A number of new standards and amendments to the existing standards and interpretations have been issued
by IASB after the pronouncements of NFRS with varying effective dates. Those become applicable when ASB
Nepal incorporates within NFRS.
2.7 New standards and interpretation not adopted
There have been amendments to the standards issued by IASB and applicability of the new standards have
been notified for IFRS. These amendments and new standards become applicable only when ASB-Nepal
pronounces them.
Management has used its assumptions and understandings for the preparation of financial statements under
compliance with NFRS, however certain interpretations might vary regarding the recognition, measurement,
and other related provisions where the standards are not specific and not clear.
2.8 Discounting
"The Financial Institutions determines amortized cost of a financial assets 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 assets or liability to the net carrying amount of
financial assets or liability. If the expected life cannot be determined reliably, then the contractual life is used.
In case the fianacial institution assess that the transaction amount of the financial assets or financial liability
doesnot represents its fair value, the related future cash flows are discounted at prevailing interest rate to
determine the initial fair value."
3. Significant Accounting Policies
3.1 Basis of Measurement
The financial statements have been prepared on historical cost basis except for following material items in the
statement of financial position:

@ Liability for long term service leave and defined benifit obligations.

@ Financial assets other than measured at amortized cost are measured at fair value
@
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3.2 Cash and Cash Equivalent
"Cash and cash equivalent comprise the total amount of cash-in -hand, balances with other Financial Institution
and financialinstitutions,moneyatcalland shortnotice,and highlyliquid financial assets with original maturities
period of three months or less from the acquisition date that are subject to an insignificant risk of changes in
their fair value and are used by the Financial Institution in the management of its short-term commitments.
Restricted deposit are not recognized in cash and cash equivalent. They are measured and presented as a
seperate line item on the face of Statement of Financial Position."
3.3 Financial assets and Financial liabilities
3.3.1 Recognition
The Financial 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 an instrument.
3.3.2 Classification
The Financial Institution classifies its financial assets into the following measurement categories:
a) financial assets held at fair value through profit or loss;
b) financial assets held at fair value through Other Comprehensive Income, and
c) financial assets held at amortized cost.
Financial liabilities are classified as either
a) held at fair value through profit or loss, or
b) held at amortized cost.
3.3.2.1 Financial Assets
Financial Assets are classified under three categories as required by NFRS 9, namely:
A. Financial assets recognized at amortized cost
The Financial 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.
B. Financial assets at fair value through other comprehensive income
Financial assets that are held within a business model whose objective is achieved by both, selling
financial assets and collecting contractual cash flows that are solely payments of principal and interest,
are subsequently measured at fair value through other comprehensive income. Fair value movements are
recognized in the other comprehensive income (OCI).
Equity Instrument which are not held for trading and initially recognized as held for trading for which the
Microfinance makes an irrevocable election to carry the changes in fair value of the instrument through
OCI are measured at Fair Value through other Comprehensive Income.
C. 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 that
are directly attributable to the acquisition are recognized in profit or loss as incurred. Such assets are
subsequently measured at fair value and changes in fair value are recognized in Statement of Profit or
Loss.
Any other financial asset not classified as either amortized cost or FVOC], is classified as FVTPL.
3.3.2.2 Financial Liabilities
The Financial Institution classifies the financial liabilities as follows:
a) Financial liabilities recognized at fair value through profit or loss
Financial liabilities 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 acquisition are recognized in Statement of Profit or Loss as incurred. Subsequent

changes in fair value is recognized at Statement of Profit or Loss.
GD
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b) Financial liabilities recognized at amortized cost
All financial liabilities other than measured at fair value though Statement of Profit or Loss are classified
as subsequently measured at amortized cost using effective interest method.

3.3.3 Measurement
Initial Measurement

At initial recognition, the Financial Institution measures a financial assets or financial liability at its fair
value plus or minus, in the case of financial asset or financial liability not at fair value through profit or loss,
transaction cost that are incremental and directly attributable to the acquisition or issue of the financial
assets or financial liability, such as commission and fees. The transaction cost of financial assets and financial
liabilities carried at fair value through profit of loss are expensed in profit or loss. Immediately after initial
recognition, allowance is recognized for financial assets measured at amortized cost if any indication for
additional allowance is identified.

Subsequent Measurement

A financial asset or financial liability is subsequently measured either at fair value or at amortized cost
based on the classification of the financial asset or liability.

Financial asset or liability classified as measured at amortized cost is subsequently measured at amortized
cost using effective interest rate method. The amortized cost of a financial asset or financial liability is the
amount at which the financial asset or financial liability is measured at initial recognition minus principal
repayments, plus or minus the cumulative amortization using the effective interest rate method of any
difference between that initial amount and the maturity amount, and minus any reduction for impairment
or uncollectability.

In case of Loans and Advances measured at amortised cost, the processing charge and documentation
charges received from customers which are directly attributable to the acquisition or issue of such financial
assets are booked as income in the Statement of Profit and Loss in the reporting period in which they are
received. The effective interest rate method is not applied as it is impracticable to determine reliably.
Further, interest income is thereafter calculated by applying effective interest rate to the gross carrying
amount of a financial asset.

Financial assets classified at fair value are subsequently measured at fair value. The subsequent changes
in fair value of financial assets at fair value through profit or loss are recognized in Statement of Profit or
Loss whereas of financial assets at fair value through other comprehensive income are recognized in other
comprehensive income.

3.3.4 Derecognition
3.3.4.2 Derecognition of Financial Assets

The Financial 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 Financial
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 derecognition that is created or retained by
the Financial Institution is recognized as a separate asset or liability. On derecognition of a financial asset,
the difference between the carrying amount of the asset, and the sum of

a. the consideration received and

b. any cumulative gain or loss that had been recognized in other comprehensive income, is recognized in

Statement of Profit or Loss.

The Financial 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.
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3.3.4.3 Derecognition of Financial Liabilities
A financial liability is derecognized when, and only when it is extinguished (i.e. when the obligation
specified in contract is discharged, cancelled or expired). If the liability is renegotiated with the original
lender on substantially different contractual terms, the original liability is derecognized and new liability is
recognized.
The difference between the carrying amount of a liability (or portion) extinguished or transferred to
another party (including related unamortized cost) and the amount paid for it (including any noncash
assets transferred or liability assumed), should be included in Statement of Profit or Loss for the period.
3.3.5 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 market or, in its
absence, the most advantageous market to which the Financial Institution has access at that date.
The fair value of a liability reflects its non-performance risk. When available, the Financial 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 Financial 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
These are quoted prices in active markets for identical assets or liabilities that the Financial Institution can
access at the measurement date.
Level 2
These are the inputs other than quoted prices that are observable for the assets or liabilities, either directly
or indirectly.
These would include prices for the similar, but not identical, assets or liabilities that were then adjusted to
reflect the factors specific to the measured asset or liability.
Level 3
Fair value measurements are derived using valuation techniques in which current market transactions or
observable market data are not available. Under this, instruments are fair valued using valaution models
which have been tested against prices or inputs to actual arket transactions and make use of Financial
Instituion best estimate of the most appropriate model assumptions. Unobservable iputs have a significant
effect on intrument's value.
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.
3.3.6 Impairment
At each reporting date, the Financial Institution assesses whether there is objective evidence that a financial
asset or group of financial assets not carried at fair value through The Statement of 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 Financial Institution
on terms that the Financial 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 Financial Institution.
Impairment of loans and advances portfolios is based on the judgements of past experience of portfolio
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behavior. In assessing collective impairment, the Financial 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. Further, management has taken additional external risk (inflation,
market risk and risk of data incompleteness) for the impairment of loans and advances.
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 ‘Impairment charges /(reversal) for loan and other losses'.
However, in case of loans and advances, impairment loss is measured as the higher of amount derived as per
norms prescribed by Nepal Rastra Financial Institution for loan loss provision and amount determined as per
NAS 39 para 63 in accordance with the crave-out issued by ICAN.
3.4 Trading Assets
The Financial Institution classifies financial assets or financial liabilities as held for trading when they have
been purchased or issued primarily for short term profit making through trading activities or form part of a
portfolio of financial instruments that are managed together for which there is evidence of a recent pattern
of short-term profit taking. Held for trading assets and liabilities are recorded and measured in the statement
of financial position at fair value. Changes in fair value are recognized in net trading income. Interest and
dividend income or expense is recorded in net trading income according to the terms of the contract, or when
the right to payment has been established. However, the financial institution does not have such assets to be
recognized as trading assets as on Ashadh end 2080.
3.5 Property, Plant and Equipment
All Property, plant and equipment is stated at cost less accumulated depreciation and impairment losses.
Cost includes expenditure that is directly attributable to the acquisition of the assets. Subsequent costs are
included in the asset’s carrying amount or are recognized as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Financial Institution and the
cost of the item can be measured reliably.
Ateach balance sheet date, the assets’ residual values and useful lives are reviewed, and adjusted if appropriate,
including assessing for indicators of impairment. In the event that an asset’s carrying amount is determined to
be greater than its recoverable amount, the asset is written down to the recoverable amount. Gains and losses
on disposals are included in the Statement of Profit or Loss.
Repairs and maintenance are charged to the Statement of Profit or Loss during the financial period in which
they are incurred.
Depreciation on other assets is calculated using the Straight Line Method over the useful life estimated by the
management is as follows:

Asset Detail Category Useful Life
Building 30

Vehicle - Motorbike 10

Vehicle - Jeep/Cars/ Four Wheelers 10
Furniture & Fixtures 10
Computer 5

Office Equipment 5

3.6 Goodwill and Intangible assets

Any excess of the cost of acquisition over the fair value of the identifiable net assets acquired in Business
Combination is recognized as goodwill. The financial institution does not have any goodwill as on Ashadh end
2080.

Intangible assets include externally generated capitalized software enhancements. Intangible assets, which
have been determined to have a finite useful life are amortized on a straight-line basis over their estimated
useful life. Intangible assets with finite useful lives are reviewed at each reporting date to assess whether
there is any indication that they are impaired. If any such indication exists the recoverable amount of the asset
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is determined and, in the event, that the asset’s carrying amount is greater than its recoverable amount, it is
written down immediately.
Amortization on computer software is calculated using the straight-line method to allocate the difference
between the cost and the residual value over their estimated useful lives, as follows:
Asset Detail Category Useful Life
Software 5
Goodwill is initially recognized as an asset at cost and is subsequently measured at cost less any accumulated
impairment losses.
Goodwill is not subject to amortization but is tested for impairment.
3.7 Investment Property
Investment property is the land or building or both held either for rental income or for capital appreciation or
for both, but not sold in ordinary course of business and owner-occupied property.
Investment property is initially measured at cost and subsequently at Cost Model. Accordingly, such properties
are subsequently measured at cost less accumulated depreciation and impairment loss if any.
Any gain or loss on disposal of an investment property is recognized in Statement of Profit or Loss. When the
use of a property changes such that it is reclassified as property and equipment, its fair value at the date of
reclassification becomes its cost for subsequent reporting. However, the financial institution does not have
Investment Property as on Ashadh end 2080.
3.8 Income Tax
3.8.1 Current income tax
Current income tax which is payable on taxable profits is recognized as an expense in the period in which the
profits arise.
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. The tax rates and tax laws used to compute the amount are
those that are enacted, or substantively enacted at the reporting date in Nepal.
Current tax related to gains and losses on the fair value re-measurement of assets and liabilities classified
through other comprehensive income also recognized in other comprehensive income. Such tax is
subsequently transferred to the Statement of Profit or Loss together with the gain or loss.
Current tax assets and liabilities are offset only when there is both a legal right of offset and the intention to
settle on a net basis or to realize the asset and settle the liability simultaneously.
3.8.2 Deferred Tax
Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities
in the balance sheet and the amounts attributed to such assets and liabilities for tax purposes. Deferred
tax liabilities are generally recognized for all taxable temporary differences and deferred tax assets are
recognized to the extentthatitis probable that future taxable profits will be available against which deductible
temporary differences can be utilized. Deferred tax is calculated using the tax rates expected to apply in the
periods in which the assets will be realized or the liabilities settled, based on tax rates and laws enacted, or
substantively enacted, by the balance sheet date. Deferred tax assets and liabilities are offset when they arise
in the same tax reporting group and relate to income taxes levied by the same taxation authority, and when
the group has a legal right to offset
3.9 Deposit, Debt Securities issued and subordinated liabilities
The estimated fair value of deposits with no stated maturity period is the amount repayable on demand. The
estimated fair value of fixed interest bearing deposits and other borrowings without quoted market prices
is based on discounting cash flows using the prevailing market rates for debts with a similar credit risk and
remaining maturity period.
Debt Securities are recognized at amortized cost using effective interest rates. The coupon rates of these
instruments represent the effective interest rates. Effective Interest Rate is expected to cover for the credit risk
and time value of money on these instruments as these are solely for the purpose of principal and interest.
However, the financial institution does not have any debt securities or subordinated liabilities issued as on

Ashadh end 2080.
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3.10 Provisions
Provisions are recognized when the Financial Institution has a present obligation (legal or constructive) as
a result of past events, and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate can be made of the amount of the obligation. When
the effect of the time value of money is material, the Financial Institution determines the level of provision by
discounting the expected cash flows at a pre-tax rate reflecting the current rates specific to the liability.
Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it is no
longer probable that an outflow of resources would be required to settle the obligation, the provision is
reversed.
A provision for onerous contract is recognized when the expected benefits to be derived by the Financial
Institution from a contract are lower than the unavoidable cost of meeting its obligation under the contract.
3.11 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:
a. Interest income
Interest income is recognized in profit or loss using effective interest method. Effective interest rate is the
rate that exactly discounts the estimated future cash payments and receipts through the expected life of
financial asset or liability to the carrying amount of the asset or liability. The calculation of effective interest
rate includes all transactions cost and fee and points paid or received that are integral part of the effective
interest. The transaction costs include incremental costs that are directly attributable to the acquisition or
issue of financial assets.
Interest income on financial assets measured at amortized cost is calculated on an effective interest rate to
the gross carrying amount of financial assets unless the financial asset is written off either partially or fully.
These financial assets include loans and advances including staff loans, and deposit instruments, reverse
repos, inter Financial Institution lending, etc.
NFRS Requirement
NFRS require interest income to be recognized using the effective interest method, except for those classified
as fair value through profit or loss. Effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial asset or financial liability to the gross
carrying amount of a financial asset or to the amortized cost of a financial liability. When calculating the
effective interest rate, an entity shall estimate the expected cash flows by considering all the contractual
terms of the financial instrument (for example, prepayment, extension, call, and similar options) but shall
not consider the expected credit losses. The calculation includes all fees and points paid or received between
parties to the contract that are an integral part of the effective interest rate, transaction costs, and all other
premiums or discounts. There is a presumption that the cash flows and the expected life of a group of similar
financial instruments can be estimated reliably. However, in those rare cases when it is not possible to reliably
estimate the cash flows or the expected life of a financial instrument (or group of financial instruments),
the entity shall use the contractual cash flows over the full contractual term of the financial instrument (or
group of financial instruments).
Crave-Out for Effective Interest Rate
As per the crave-out issued by ICAN, Effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial asset or financial liability to the gross
carrying amount of a financial asset or to the amortized cost of a financial liability. When calculating the
effective interest rate, an entity shall estimate the expected cash flows by considering all the contractual
terms of the financial instrument (for example, prepayment, extension, call, and similar options) but shall
not consider the expected credit losses. The calculation includes all fees and points paid or received unless it
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is immaterial or impracticable to determine reliably. between parties to the contract that are an integral part
of the effective interest rate, transaction costs, and all other premiums or discounts. There is a presumption
that the cash flows and the expected life of a group of similar financial instruments can be estimated reliably.
However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected life
of a financial instrument (or group of financial instruments), the entity shall use the contractual cash flows
over the full contractual term of the financial instrument (or group of financial instruments).
Using the exemption provided by ICAN, the service fees received at the time of disbursement of loans and
advances to the members are recognized in Statement of Profit or Loss for being impracticable to measure
reliably the effective interest rate.
b. Fees and Commission
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, syndication fee and forex transaction commission are recognized as the related services are
performed.
c. Dividend Income
Dividend on investment in resident company is recognized when the right to receive payment is established.
Dividend income are presented in net trading income, net income from other financial instruments at fair value
through profit or loss or other revenue based on the underlying classification of the equity instruments.
d. Net trading income
Gain and losses arising in changes in fair value of financial instrument held at fair value through profit or loss
are included in Statement of Profit or Loss in the period in which they arise.
These includes the net gain/(loss) on translation of period end balances carried in foreign exchange to the
Nepalese Rupees. The financial institution does not have Net Trading Income.
e. Net income from other financial instrument at fair value through profit or loss
Gains and losses arising from changes in the fair value of other financial instruments held at fair value through
profit or loss are included in the Statement of Profit or Loss in the period in which they arise.
3.12 Interest Expenses
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 Financial
Institution’s trading operations and are presented together with all other changes in fair value of trading
assets and liabilities in net trading income.
3.13 Employees Benefits
"Employee benefits are all forms of consideration given by an entity in exchange for service rendered by
employees or for the termination of employment.
The Financial Institution applies NAS 19-""Employee Benefits
recognizes the following in its financial statements:
- aliability when an employee provide service in exchange for employee benifits to be paid in the future; and
- an expense when the Financial Institution consumes the economic benifit arising from service provided by
an employee in exchange for employee benifits."
3.13.1 Short term employee benefits
Short term employee benefits of the Financial Institution includes; salaries, wages, allowances, social security
contributions, bonuses, paid annual home leave & sick leave and non-monetary benefits. Short term employee
benefits are measured on an undiscounted basis and are charged to the statement of profit or loss recognized
over the period in which the employees provide the related services.
3.13.2 Post-Employment Employee Benefits
The Financial Institution operates a number of post-retirement benefit schemes for its employees including
both defined benefit and defined contribution plans. A defined benefit scheme is a plan that defines an amount
of pension benefit that an employee will receive on retirement, dependent on one or more factors such as age,
years of service and salary. A defined contribution plan is a pension plan into which the Financial Institution
pays fixed contributions; there is no legal or constructive obligation to pay further contributions.
Full actuarial valuations of the Financial Institution’s defined benefit schemes are carried out periodically with
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interim reviews in the intervening years; these valuations are updated by qualified independent actuaries.
For the purposes of these annual updates scheme assets are included at their fair value and scheme liabilities
are measured on an actuarial basis using actuarial assumptions. The defined benefit scheme liabilities are
discounted using rates equivalent to the market yields at the reporting date.
The Financial Institution’s Statement of Profit or Loss includes the current service cost, past service costs,
net interest expense (income), and plan administration costs that are not deducted from the return on plan
assets.
Re-measurements, comprising actuarial gains and losses, the return on plan assets (excluding amounts
included in net interest expense (income) and net of the cost of managing the plan assets), and the effect of
changes to the asset ceiling (if applicable) are reflected immediately in the statement of financial position with
a charge or credit recognized in other comprehensive income in the period in which they occur.
Re-measurements recognized in other comprehensive income are reflected immediately in retained profits
and will not subsequently be reclassified to Statement of other Comprehensive income.
The Financial Institution’s Statement of Financial Position includes the net surplus or deficit, being the
difference between the fair value of scheme assets and the discounted value of scheme liabilities at the
reporting date.
Surpluses are only recognized to the extent that they are recoverable through reduced contributions in the
future or through refunds from the schemes. In assessing whether a surplus is recoverable, the Financial
Institution considers its current right to obtain a refund or a reduction in future contributions and does not
anticipate any future acts by other parties that could change the amount of the surplus that may ultimately be
recovered.
Defined Contribution Plan
In accordance with law, all employees of the Financial Institution are entitled to receive benefits under the
providentfund,adefined contribution planinwhichboththe employeeand the Financial Institution contribute
monthly at a pre-determined rate (currently, 10% of the basic salary plus grades). Financial Institution does
not assume any future liability for provident fund benefits other than its annual contribution.
Defined Benefit Plan
The Financial Institution provides the Gratuity and Medical Facility to the employees who are entitled
to receive the facilities after the fulfillment of condition cited out in the Employee Service Bylaws. Such
obligation has been estimated by the management at the end of each of reporting period and the same has
been valuated by an independent actuary.
3.13.3 Other Long Term Employment Benefit
The employees of the Financial 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 Bylaws of the Financial Institution. The Financial Institution accounts for the liability for
entire accumulated outstanding leave balance on accrual basis as per actuarial valuation report.
Termination Benefits
Termination benefits are recognized as expense when the Financial 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 Financial Institution has 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.
3.14 Leases
"The determination of whether an arrangement is a lease, or it contains a lease, is based on the substance
of the arrangement and requires an assessment of whether the fulfillment of the arrangement is
dependent on the use of a specific assets or assets and the arrangement conveys a right to use the assets.
The Financial Institution applies NFRS 16-""Leases"" for the recognition, measurement, presentation and
disclosures of leases for all the lease agreement entered into by the Financial Institution."
"The financial Institution recognizes right of use assets and a lease liability in accordance with the
para 22 of NFRS 16. The right-of-use assets are recognized as a leasehold property and are depreciated
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from commencement date to the earlier of end of useful life of right-of-use assets or the end of lease
term. The lease liability is measured at the present value of the lease payments that are not paid at that
date and the incremental cost of borrowing are used for the purpose of discounting such lease liability.
After the commencement date, financial institution shall recognizes in profit or loss, unless that
cost are included in the carrying amount of other assets applying other applicable standards, both:
- interest on lease liability, and

- variable lease payments not included in the measurement of the lease liability in the period in which the

event or condition that trigerrs those payments occurs.

The financial institutions lease agreement's underlying asset has a low value and the financial institutions has
used the exemptions provided NFRS 16 in valuation of lease and has recognized the lease expenses on SLM
basis over its useful life. "

3.15 Share Capital and Reserve

The Financial Institution applies NAS 32, Financial Instruments: Presentation, to determine whether funding
is either a financial liability (debt) or equity. Issued financial instruments or their components are classified
as liabilities if the contractual arrangement results in the Financial Institution having a present obligation
to either deliver cash or another financial asset, or a variable number of equity shares, to the holder of the
instrument.

Dividends and other returns to equity holders are recognized when paid or declared by the members at the
AGM and treated as a deduction from equity.

3.16 Earning per share including diluted

Basic earnings per share are calculated by dividing the net profit attributable to equity shareholders by the
weighted average number of ordinary shares in issue during the year.

For the calculation of diluted earnings per share the weighted average number of ordinary shares in issue
is adjusted to assume conversion of all dilutive potential ordinary shares that arise in respect of convertible
preference shares.

3.17 Segment Reporting

An operating segment is a component of the Financial Institution that engages in business activities from which
it earns revenues and incurs expenses, including revenues and expenses that relating to transactions with any
of the Financial Institution’s other components, whose operating results are reviewed by the management to
make decision about resource allocation to each segment and assess its performance.

The Financial Institution has identified segments on the basis of each geographical presence in seven provinces
of the country. Interest earning and interest expenses on deposits generated while conducting business under
different segments are reported in respective segment.

Segment results that are reported by the Financial Institution include items directly attributable to a segment
as well as those that can be allocated on a reasonable basis. Unallocated items comprise mainly corporate
assets (primarily the Financial Institution’s head office assets), head office expenses, and tax assets and
liabilities that are categorized as Financial Institutioning assets/liabilities.

Note 4.1- Cash and cash equivalent

Cash and cash equivalent comprises of the total amount of cash-in-hand, balances with other financial institutions,
money at call and short notice, treasury bills having original maturity of less than three months and cash in

transit.
Pariculars 31% Ashad 2080 32"‘*1;.‘33:;?079 31St§es;t:ctle2do78
Cash in hand 172,500 - 289,000
Balances with B/FIs 124,709,002 52,393,618 97,916,198
Money at call and short notice - - -
Other - - -
Total 124,881,502 52,393,618 98,205,198
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Note 4.2- Statutory Balances and Due from Nepal Rastra Bank

Balances held with Nepal Rastra Bank includes balance for compulsory cash reserve.

Pariculars 317 Ashad 2080 32ndl;ess;f::1e3079 31st§es;t:ct1e2d 078
Statutory balances with NRB 12,300,000 11,000,000 7,550,000
Statutory balances with BFIs - - -
Securities purchased under resale agreement - - -
Other deposit and receivable from NRB - - -
Total 12,300,000 11,000,000 7,550,000

Note 4.3- Placement with Bank and Financial Institutions

"Placements with Bank and Financial Institution comprises of placement with domestic as well as foreign Financial
Institution, and financial institutions with original maturities of more than three months from the acquisition date .
There are no domestic placements with maturities more than three months from acquisition date."

Pariculars

31t Ashad 2080

Restated
327 Ashad 2079

Restated
315t Ashad 2078

Placement with domestic Fls

Less: Allowances for impairment

Total

Note 4.4- Derivative financial instruments

"Derivatives are financial instruments that derive their value in response to changes in interest
rates, financial instrument prices, commodity prices, foreign exchange rates, credit risk, indices etc.
The financial institution has not entered in derivative instrument transaction for the FY 79.80."

Pariculars

31t Ashad 2080

Restated
32" Ashad 2079

Restated
315t Ashad 2078

Held for trading

Interest rate swap

Currency swap

Forward exchange contract

Others

Held for risk management

Interest rate swap

Currency swap

Forward exchange contract

Other

Total

G0
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Pariculars

31 Ashad 2080

Restated
32" Ashad 2079

Restated
31st Ashad 2078

Teasury bills

Government bonds

NRB Bonds

Domestic Corporate bonds

Equities

Other

Total

Pledged

Non-pledged

Note 4.6- Loan and Advances to MFIs & Cooperatives
Loan and advances given to microfinance financial institutions and cooperatives as deprived sector lending is
presented under this head after providing required impairment allowances. As the company is involved in retail
lending, there are no items to disclose under this heading.

Pariculars

31 Ashad 2080

Restated
32" Ashad 2079

Restated
315t Ashad 2078

Loans to microfinance institutions

Loans to FIs

Loans to Cooperatives

Less: Allowances for impairment

Other

Less: Allowances for impairment

Total

4.6.1: Allowances for impairment

Balance at Shrawan 1

Impairment loss for the year:

Charge for the year

Recoveries/reversal

Amount written off

Balance at Ashad end
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Note 4.7- Loans and Advances to customers

Sum of the outstanding amount of all loans and advances extended to the customers and amortized cost of staff
loans; less the amount of impairment allowances is presented under this head.

Pariculars

31 Ashad 2080

Restated
32" Ashad 2079

Restated
31t Ashad 2078

Loan and advances measured at amortized cost

2,371,298,258

2,302,701,544

1,613,008,749

Less: Impairment allowances

Collective impairment

(105,767,370)

(77,171,609)

(45,704,098)

Individual impairment

Net amount

2,265,530,889

2,225,529,936

1,567,304,649

Loan and advances measured at FVTPL

Total

2,265,530,889

2,225,529,936

1,567,304,649

4.7.1: Analysis of loan and advances - By Product

Pariculars 31% Ashad 2080 32Mi§i§§;%79 31“?2?2?2%78

Product

Term loans

Short term, term loan 247,430,551 19,160,360 15,515,557

Long term, term loan 2,072,043,169 2,242,557,348 1,573,919,715

Hire purchase loans

Personal Residential Loans

Staff loans 8,354,401 7,574,356 3,877,886

Other

Sub total 2,327,828,121 2,269,292,063 1,593,313,158
Interest receivable 43,470,138 33,409,481 19,695,590
Grand total 2,371,298,258 2,302,701,544 1,613,008,748

Interest receivable includes the overdue and accured interest income yet to be recovered from the loans and
advances extended to the borrowers. Incremental interest receivable are recognized as income in the Statement
of Profit or Loss as per their respective periods of accural. Details of such accured interest receivable and interest
income are as:

Pariculars 31* Ashad 2080 3zm§§3232379 31a§§§2§§ﬁ78
Opening Interest Receivable 33,409,481 19,695,590 18,770,760
Closing Interest Receivable 43,470,138 33,409,481 19,695,590
Interest income recognized in PL for 10,060,657 13,713,890 924,830
accured Interest

@
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Restated Restated
3 st
[T I AT 31" Ashad 2080 | ;5.0 5 chad 2079 | 31 Ashad 2078
Secured
Immovable assets 449,748,806 264,425,285 233,800,087

Government guarantee

Collateral of Governement securities

Collateral of Fixed Deposit Receipt

Group guarantee

1,913,195,052

2,030,701,903

1,355,635,184

Personal guarantee

Other collateral

Subtotal 2,362,943,858 2,295,127,188 1,589,435,272
Unsecured 8,354,401 7,574,356 3,877,886
Grant Total 2,371,298,258 2,302,701,544 1,593,313,158

.7.3: Allowances for impairment

Pariculars 317 Ashad 2080 32"dl:\essl::<tie§079 31st§§;t:;e2(1078

Specific allowances for impairment
Balance at Shrawan 1 45,704,098 45,704,098 30,228,400
Impairment loss for the year:

Charge for the year 31,467,511 46,641,021 33,391,791

Recoveries/reversal during the year - 15,173,510 17,916,093
Write-offs - - -
Other movement - - -
Balance at Ashad end 77,171,609 77,171,608 45,704,098
Balance at Shrawan 1 77,171,609 45,704,098 30,228,400
Impairment loss for the year: - - -

Charge/(reversal) for the year 28,595,761 31,467,511 15,475,698
Other movement - - -
Balance at Ashad end - - -
Total allowances for impairment 105,767,370 77,171,609 45,704,098

With respect to loans that have undergone restructuring, which were previously classified as Non-Performing
Loans prior to the restructure, a loan loss provision is evaluated and established at a rate of 5%.

Impairment loss on Loans and Advances to Customers are measured as the higher of amount derived as per norms
prescribed by Nepal Rastra Financial Institution for loan loss provision and amount determined as per NAS 39 of
Para 63. The details of loan loss provision as per Nepal Rastra Financial Institution and impairment loss as per NAS
39 of Para 63 are as follows:
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Impairment loss
. st Restated Restated
ilplatlel 31%Ashad 2080 | 5.4 xchad 2079 = 31% Ashad 2078
Loans and advances to customers 2,371,298,258 2,302,701,544 1,613,008,749
Total Impairment as per para 63 of NAS 39 52,883,685 38,585,304 22,852,049
Total impairment as per NRB norms 105,767,370 77,171,609 45,704,098
Higher of impairment as per para 63 of NAS 39 105,767,370 77.171,609 45,704,098
or NRB Norms
Detailed Classification of Loans and advances to customer and Loan Loss Provision
Details lnS]l-‘l(I)'ng and Adv;l:;(:lre d This Year (Rs.) Last Year (Rs.)
1. Performing Loans and Advances 1,077,994,656 1,053,343,489 2,131,338,145 2,209,198,321
1.1 Pass 858,103,276 630,996,972 1,489,100,248 2,164,240,914
1.2 Watchlist 219,224,204 388,935,648 608,159,852 44.957,407
1.3 Rescheduled /Restructure 667,175 33,410,870 34,078,045 -
2. Non-Performing Loans and Advances 72,676,968 115,458,607 188,135,575 52,519,386
2.1 Substandard 10,177,756 47,165,531 57,343,287 7,774,275
2.2 Doubtful - 49,692,359 49,692,359 10,276,317
2.3 Loss 62,499,211 18,600,717 81,099,928 34,468,794
3. Total Loans and Advances (1+2) 1,150,671,623 1,168,802,096 2,319,473,720 2,261,717,707
4. Loan Loss Provision 21,584,914 84,182,456 105,767,370 77,171,607
4.1 Pass 2,788,836 8,202,961 10,991,797 28,135,132
4.2 Watchlist 2,540,880 18,881,455 21,422,334 2,247,870
4.3 Rescheduled/Restructured Loans and 33,359 1,670,544 1,703,902 -
Advances
4.4 Substandard 597,037 11,472,930 12,069,967 1,943,569
4.5 Doubtful - 24,764,550 24,764,550 5,138,159
4.6 Loss 15,624,803 18,600,717 34,225,520 34,468,794
4.7 Additional - 589,299 589,299 5,238,083
4.8 Additional for loan disbursed against - - -
third party collateral
5. Previous Year Loan Loss Provision - 77,171,607 77,171,607 45,704,098
5.1 Pass - 28,135,132 28,135,132 19,489,075
5.2 Watchlist - 2,247,870 2,247,870 2,646,343
5.3 Rescheduled/Restructured Loans and - - - -
Advances
5.4 Substandard - 1,943,569 1,943,569 3,784,137
5.5 Doubtful - 5,138,159 5,138,159 4,002,938
5.6 Loss - 34,468,794 34,468,794 14,206,455
5.7 Additional - 5,238,083 5,238,083 1,575,150
5.8 Additional for loan disbursed against - -
third party collateral
6. Reversal of Loan Loss Provision this year - 40,129,074 40,129,074 15,173,510
7. Additional Loan Loss Provision this year 21,584,914 47,139,924 68,724,837 41,104,446
8. This year addition/reversal 21,584,914 7,010,849 28,595,763 25,930,936
9. Total Loan Loss Provision (5-6+7) 21,584,914 84,182,456 105,767,370 77,171,607
Net Loans (3-4) 1,129,086,709 | 1,084,619,640 | 2,213,706,350 2,184,546,101
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Note 4.8- Investment securities

Pariculars 315t Ashad Restated Restated
2080 32" Ashad 2079 31t Ashad 2078
Investment securities measured at amortized cost
Investment in equity measured at FVTOCI
Total - -
4.8.1: Investment securities measured at Amortized Cost
Pariculars 31°t Ashad Restated Restated
2080 32 Ashad 2079 315t Ashad 2078
Debt securities
Government bonds
Government treasury bills
Nepal Rastra Bank bonds
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
Pariculars 31°t Ashad Restated Restated
2080 32 Ashad 2079 315t Ashad 2078
Equity instruments
Quoted equity securities - -
Unquoted equity securities - -
Total - -
4.8.3: Information relating to investment in equities
Pariculars 31% Ashad 2080 32““iesilt:(tie2079 3153{::1:233(21078
Cost Fair Value Cost Fair Value Cost Fair Value
Investment in quoted equity
Investment in unquoted equity - -
Total - - - -
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Note 4.9- Current tax assets

Advance tax deposited by the Financial Institution less tax liabilities are presented under this head. Liabilities
recognized for the purpose of current income tax, including fees, penalties are presented under this head.

Pariculars 31% Ashad 2080 32ndI:\esSlf:(tiego79 315t§i;t:;e2do78

Current tax assets

Current year income tax assets 15,538,639 14,295,189 21,147,596
Tax assets of prior periods - - -
Current tax liabilities

Current year income tax liabilities (8,481,443) (6,079,494) (19,999,145)
Tax liabilities of prior periods - - -
Total 7,057,196 8,215,695 1,148,451

Tax Liability of Fiscal Year 2078.79 was computed and paid as per GAAP financial statement and tax liability of
Fiscal Year 2079.80 has been assessed as per NFRS based financial statement.

Note 4.10- Investment property

Land or land and building other than those classified as property and equipment has been presented under this
account head. This shall include land, land and building acquired as for the purpose of capital appreciation or

leasing to others.

The Financial Institution has no investment properties as on Ashad end, 2080.

Pariculars

315t Ashad 2080

Restated
327 Ashad 2079

Restated
31t Ashad 2078

Investment properties measured at fair value

Balance as on Shrawan 1, 2079

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
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Note 4.11- Property, Plant and Equipment
Details of property, plant & equipment are presented as follows:
| B8 g .
— =

Cost
As on Shrawan 1, 2078 - - -| 2,413,287 | 3,505,000| -| 8,008,250 | 4,232,057 18,158,594
Addition during the Year

Acquisition - - 843,409 1,482,007 436,634 2,762,051

Capitalization - - - -
Disposal during the year - - - -
Adjustment/Revaluation - - - -
Balance as on Asar end 2079 - - -| 3,256,697 | 3,505,000 -| 9,490,257 | 4,668,691 | 20,920,645 20,920,645
Addition during the Year

Acquisition - - 625,600 265,702 | 1,526,621 2,417,923
Capitalization - - - -

Disposal during the year - - -1 (3,335,000) (33,900)
Adjustment/Revaluation - - - -
Balance as on Asar end 2080 - - -| 3,882,297 | 170,000 -| 9,722,059 6,195,312 | 23,338,567 | 20,920,645
Depreciation and Impairment
As on Shrawan 1, 2078 - - -1 1,271,287 | 1,584,075| -| 2,753,288 | 2,854,590 8,463,241
Depreciation charge for the Year - - 482,828 350,500 878,351 678,268 2,389,947
Impairment for the year - - - -
Disposals - - - -
Adjustment - - - -
Ason Asar end 2079 - - -1 1,754,115 | 1,934,575| -| 3,631,639 | 3,532,858 | 10,853,188 | 10,853,188
Impairment for the year - - - -
Depreciation charge for the - - 558,260 208,877 966,066 606,106 2,339,309
Year
Disposals - - -1 (2,059,477) (3,901) (2,063,378)
Adjustment - - - -
As on Asar end 2080 - - -1 2,312,375 83,975| -| 4,593,804 4,138,964 11,129,119| 8,463,241
Capital Work in Progress - - - - - -
Net Book Value

As on Asar end 2078 - - -1 1,142,000 | 1,920,925| -| 5,254,962 | 1,377,467 9,695,353

As on Asar end 2079 - - -/ 1,502,582 | 1,570,425| -| 5,858,618 | 1,135,833 10,067,457

As on Asar end 2080 - - -1 1,569,922 86,025 | -| 5,128,254 | 2,056,348 8,840,548
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Note 4.12- Goodwill and intangible assets
The Financial Institution doesn’t have any amount goodwill.
Details of intangible assets are presented as follows:

) . Software Total 31% | Total Asar
Particulars Goodwill Purchased | Developed Other Asar 2080 | End 2079
Cost
As on Shrawan 1, 2078 2,152,650 2,152,650
Addition during the Year
Acquisition 276,850 276,850
Capitalization - -
Disposal during the year - -
Adjustment/Revaluation - -
Balance as on Ashad end 2079 2,429,500 2,429,500 | 2,429,500
Addition during the Year
Acquisition
Capitalization - -
Disposal during the year - -
Adjustment/Revaluation
Balance as on Ashad end 2080 - 2,429,500 - 2,429,500 2,429,500
Amortization and Impairment
As on Shrawan 1, 2078 1,231,700 1,231,700
Amortization charge for the Year 390,321 390,321
Impairment for the year -
Disposals -
Adjustment -
As on Ashad end 2079 1,622,021 1,622,021 1,622,021
Amortization charge for the Year 267,622 267,622
Impairment for the year
Disposals - -
Adjustment
As on Ashad end 2080 1,889,643 1,889,643 1,231,700
Capital Work in Progress
Net Book Value
As on Ashad end 2078 - 920,950 - - - 920,950
As on Ashad end 2079 - 807,479 - - - 807,479
As on Ashad end 2080 - 539,858 - - 539,858 -
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Note 4.13- Deferred tax assets
31t Ashad 2080
Pariculars Deferred Deferred Deferred
Tax Assets Tax Tax Assets/
Liabilities (Liabilities)
Deferred tax on temporary differences on following items
Loans and Advances to BFIs - - -
Loans and Advances to Customers 264,102 - 264,102
Investment properties - - -
Investment securities - - -
Property & Equipment 231,067 - 231,067
Employees' defined benefit plan 657,998 - 657,998
Lease liabilities 119,542 - 119,542
Provisions - - -
Other temporary differences 1,400,484 - 1,400,484
Deferred tax on temporary differences 2,673,193
Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate
Net Deferred tax asset/(liabilities) as on year end of 2080 2,673,193
Recognized in profit or loss 4,096,822
Recognized in other comprehensive income (1,423,629)
Recognized directly in equity -
Deferred tax (asset)/liabilities as on Shrawan 1, 2079 7,095,159
Origination/(Reversal) during the year 9,768,353
Deferred tax expense/(income) recognised in profit or loss (10,812,482)
Deferred tax expense/(income) recognised in other comprehensive income 1,044,130
Deferred tax expense/(income) recognised in directly in equity
Restated 32" Ashad 2079
Pariculars Deferred | Deferred Tax GGl
Tax Assets Liabilities Tax Assets/
(Liabilities)
Deferred tax on temporary differences on following items
Loans and Advances to BFIs -
Loans and Advances to Customers 442,245 | (10,022,844)| (9,580,599)
Investment properties -
Investment securities -
Property & Equipment 621,282 (796,144) (174,862)
Employees' defined benefit plan 1,211,540 1,211,540
Provisions -
Other temporary differences 1,448,762 1,448,762
Deferred tax on temporary differences (7,095,159)
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Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate
Recognized in profit or loss (6,715,660)
Recognized in other comprehensive income (379,499)
Recognized directly in equity -
Net Deferred tax asset/(liabilities) as on year end of 2079 (7,095,159)
Deferred tax (asset)/liabilities as on Shrawan 1, 2078 4,440,751
Origination/(Reversal) during the year (2,654,408)
Deferred tax expense/(income) recognised in profit or loss 2,493,058
Deferred tax expense/(income) recognised in other 161,350
comprehensive income
Deferred tax expense/(income) recognised in directly in equity
Restated 31 Ashad 2078
Pariculars Pt | Detamie e | OO
Tax Assets Liabilities Tax Assets/
(Liabilities)
Deferred tax on temporary differences on following items
Loans and Advances to BFIs -
Loans and Advances to Customers 93,460 (5,908,677) | (5,815,217)
Investment properties -
Investment securities -
Property & Equipment - (464,390) (464,390)
Employees' defined benefit plan 874,374 874,374
Provisions -
Other temporary differences 964,482 964,482
Deferred tax on temporary differences (4,440,751)
Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate
Recognized in profit or loss (4,222,602)
Recognized in other comprehensive income (218,149)
Recognized directly in equity -
Net Deferred tax asset/(liabilities) as on year end of 2078 (4,440,751)
Deferred tax (asset)/liabilities as on Shrawan 1, 2077 5,057,931
Origination/(Reversal) during the year 617,180
Deferred tax expense/(income) recognised in profit or loss (835,329)
Deferred tax expense/(income) recognised in other 218,149
comprehensive income
Deferred tax expense/(income) recognised in directly in equity

The Financial Statements for the fiscal year 2078.79 did not originally account for Deferred Tax Liabilities related
to accrued interest recognized as income. However, this error has been rectified by adjusting the comparative
period to properly reflect the impact of these deferred tax liabilities.
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Particulars 31% Ashad 2080 32"‘*1;.‘33:16;079 31st§i;t:ct1ezdom
Assets held for sale - - -
Other non banking assets - - -
Bills receivable - - -
Accounts receivable 141,480.00 396,852.50 -
Accrued income - - -
Prepayments and deposit 241,725 209,678.15 -
Income tax deposit - - -
Deferred employee expenditure 1,058,229 1,300,010 558,458
Other 13,629,764 1,206,703 992,557
Total 15,071,199 3,113,244 1,551,015
Note 4.15- Due to Bank and Financial Institutions
Particulars 315t Ashad 2080 3 anlZessl::(tie;i 079 35t i‘;;t:;e; 078

Borrowing from BFIs - -

Settlement and clearing accounts - -

Other - .

Total - - -

Note 4.16- Due to Nepal Rastra Bank
The Financial Institution does not have any dues to Nepal Rastra Bank
Particulars 315 Ashad 2080 andi‘;ﬁ:;ego 29 | 3qs i‘;;t:;ezdm g

Refinance from NRB

Standing Liquidity Facility

Lender of last report facility from NRB

Securities sold under repurchase

Other payable to NRB

Total

Note 4.17- Derivative financial instruments
"Derivatives are financial instruments that derive their value in response to changes in interest
rates, financial instrument prices, commodity prices, foreign exchange rates, credit risk, indices etc.
The financial institution has not entered in derivative instrument transaction ."

Particulars

31 Ashad 2080

Restated
32m Ashad 2079

Restated
315t Ashad 2078

Held for trading

Interest rate swap

Currency swap

Forward exchange contract
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Others

Held for risk management

Interest rate swap

Currency swap

Forward exchange contract

Other

Total

Note 4.18- Deposits from customers

All kinds of deposits from members is presented under this head. Details are presented as follows:

Particulars

31 Ashad 2080

Restated
32" Ashad 2079

Restated
315t Ashad 2078

Institutions customers:

Term deposits

Call deposits

Other

Individual customers:

Term deposits

Saving deposits

Savings from Members

582,147,719.14

606,182,818.45

442,565,141.47

Other

Total

582,147,719.14

606,182,818.45

442,565,141.47

Note 4.19- Borrowing

Particulars 31 Ashad 2080 32“"I;essl::(tie;07 o | 3 1st§§;t:;e2‘lo7 o
Domestic Borrowing
Nepal Government - -
Other Licensed Institutions 1,623,430,353 1,459,245,565

Other

1,024,786,658

Sub total

1,623,430,353

1,459,245,565

Foreign Borrowing

1,024,786,658

Foreign Bank and Financial Institutions

Multilateral Development Banks

Other Institutions

Sub total

Total

1,623,430,353

1,459,245,565

1,024,786,658
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Note 4.20- Provisions

The financial instution does not have any pending litigations and no others past events that give rise to the
conditions for booking of provisions as on reporting date to the knowledge of management.

Particulars 315t Ashad 2080 SZHdIZ(;s;:;e; 079 315t ii;t:;e; 078
Provisions for redundancy -
Provision for restructuring -
Pending legal issues and tax litigation -
Onerous contracts -
Other -
Total - - -
4.20.1: Movement in provision
Particulars 315 Ashad 2080 32,“,';3:;::;‘*;07 o | 310 ﬁes;t:;ezdm g
Balance at Shrawan 1
Provisions made during the year
Provisions used during the year
Provisions reversed during the year
Unwind of discount
Balance at Ashad end - -
Note 4.21- Other liabilities
The details of other liabilities are as follows:
Particulars 315 Ashad 2080 32,“,'2‘*:;:::1‘*;07 9o | 31+ ﬁesflt:;ezdm g
Ei)alki)ézt‘;};nsfor employees defined benefit 2193327 4,038,465 2.914,580
Liability for long-service leave 4,668,281 4,829,207 3,214,940
Short-term employee benefits 753,660 1,008,940 211,580
Bills payable - - -
Creditors and accruals 3,411,839 354,250 -
Interest payable on deposit - - -
Interest payable on borrowing 3,110,478 1,268,558 512,483
Liabilities on deferred grant income - - -
Unpaid Dividend - - -
Liabilities under operating Lease - - -
Employee bonus payable - 1,430,080 6,692,214
Other 5,872,274 9,836,498 511,007
Total 20,009,859 22,765,998 14,056,804
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4.21.1: Defined benefit obligations

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

Particulars 315t Ashad Restated Restated
2080 32m Ashad 2079 31 Ashad 2078
Present value of funded obligations 2,193,327 4,038,465 2,914,580
Total present value of obligations 2,193,327 4,038,465 2,914,580
Fair value of plan assets 3,550,712 -
Present value of net obligations (1,357,385) 4,038,465 2,914,580
Recognised liability for defined benefit (1,357,385) 4,038,465 2,914,580
obligations
.21.2: Plan assets
Particulars 315 Ashad 2080 32ndl:\esslf::|ego7 9 315 ﬁ‘;;t:;e;m g
Equity securities - - -
Government bonds - - -
Bank deposit - - -
Other 3,550,712.00 -
Total 3,550,712.00 -
.21.3: Movement in the present value of defined benefit obligations
Particulars 31+ Ashad 2080 andi‘;ﬁ:;e;m o | 3qe ﬁ‘;;t:;ezdm o
Defined benefit obligations at Shrawan 1 4,038,465 2,914,580 2,246,618
Actuarial losses (3,480,433) (537,834) (727,163)
Benefits paid by the plan (726,337) (124,908) -
Current service costs and interest 2,361,632 1,786,627 1,395,125
Defined benefit obligations at Ashad 2,193,327 4,038,465 2,914,580
end
4.21.4: Movement in the fair value of plan assets
Particulars 31% Ashad 2080 32"diess;::<t1e;1079 31sti§;t:;ezdom
Fair value of plan assets at Shrawan 1 -
Contributions paid into the plan 4,095,595.00
Benefits paid during the year (726,337.00)
Actuarial (losses) gains -
Expected return on plan assets 181,454.00
Fair value of plan assets at Ashad end 3,550,712.00 -
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4.21.5: Amount recognised in profit or loss
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Restated Restated
1 st
Particulars 315t Ashad 2080 3914 Ashad 2079 31t Ashad 2078
Current service costs 2,002,070 1,529,936 1,192,929
Interest on obligation 359,562 256,691 202,196
Expected return on plan assets (181,454) -
Total 2,180,178 1,786,627 1,395,125
4.21.6: Amount recognised in other comprehensive income
Restated Restated
1 st
Particulars 315t Ashad 2080 321 Ashad 2079 31t Ashad 2078
Actuarial (gain)/loss (3,480,433) (537,834) (727,163)
Total (3,480,433) (537,834) (727,163)
4.21.7: Actuarial assumptions
Restated Restated
i st
Particulars 315t Ashad 2080 3204 Ashad 2079 31 Ashad 2078
Discount rate 9.20% 8.00% 8.00%
Expected return on plan asset - -
Future salary increase 5.00% 9.18% 9.20%
Withdrawal rate 15.00% 17.14% 17.10%
Note 4.22- Debt securities issued
The financial Institution has not issued any kinds of debt securites at the end of reporting date.
Restated Restated
1 st
Particulars 315t Ashad 2080 3204 Ashad 2079 31 Ashad 2078
Debt securities issued designated as at fair
value through profit or loss
Debt securities issued at amortised cost
Total - - -
Note 4.23- Subordinated Liabilities
The Financial Institution does not have any subordinate liabilities as on reporting date.
Restated Restated
3 st
Particulars 31t Ashad 2080 3214 Ashad 2079 31t Ashad 2078

Redeemable preference shares

Irredeemable cumulative preference

shares (liabilities component)

Other

Total -
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Note 4.24- Share capital
The amount of share capital includes paid up equity share capital.

100 each

Particulars 315t Ashad 2080 andlzess;:(tie;i 079 315t l:;;t:(tle; 078
Ordinary shares 151,554,533 151,554,533 127,356,750
Convertible preference shares (equity
component only)
Irredeemable preference shares (equity
component only)
Perpetual debt (equity component only)
Total 151,554,533 151,554,533 127,356,750
4.24.1: Ordinary shares
. Restated Restated
Particulars 315t Ashad 2080 3974 Ashad 2079 31t Ashad 2078
Authorized Capital
2,000,000 nos. of Ordinary Shares of Rs. 200,000,000.00 200,000,000.00 200,000,000.00

Issued capital

Rs. 100 each

1515545.325 nos. of Ordinary Shares of 151,554,532.50 151,554,532.50 127,356,750.00
Rs. 100 each

Subscribed and paid up capital

1515545.325 nos. of Ordinary Shares of 151,554,532.50 151,554,532.50 127,356,750.00

Total

151,554,532.50

151,554,532.50

127,356,750.00

4.24.2: Ordinary share ownership

D 31% Ashad 2080 32“5 Ziﬁaiﬁim 31“R Xssltnitdeczlms
Percent | Amount | Percent | Amount | Percent | Amount
Domestic ownership (Promoter) 67.63% | 1,025,007 | 67.63% 1,025,007 | 67.63% | 861,350
Nepal Government - -
"A" class licensed institutions - -
Other licensed institutions 21.74% 329,466 | 21.74% 329,466 21.74% 276863
Other Institutions
Other
Mr. Yubaraj Bhandari 9.66% 146,430 9.66% 146,430 9.66% 123050
Mr. Prabhat Tamang 2.90% 43,929 2.90% 43,929 2.90% 36915
Dr. Reshma Shrestha 4.83% 73,215 4.83% 73,215 4.83% 61525
Dr. Ranjita Shrestha 1.93% 29,286 1.93% 29,286 1.93% 24610
Mr. Brikha Bahadur Basnet 2.90% 43,929 2.90% 43,929 2.90% 36915
Mrs. Dibyaswori Singh 2.90% 43,929 2.90% 43,929 2.90% 36915
Mr. Ramendra Pradhananga 2.90% 43,929 2.90% 43,929 2.90% 36915
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Mr. Bhupesh Raj Bhandari 1.93% 29,286 1.93% 29,286 1.93% 24610

Mr. Dev Krishna Tamrakar 1.93% 29,286 1.93% 29,286 1.93% 24610

Mr. Rajesh Manandhar 1.93% 29,286 1.93% 29,286 1.93% 24610

Mrs. Laxmi Ojha 1.93% 29,286 1.93% 29,286 1.93% 24610

Mr. Shreeman Shrestha 1.93% 29,286 1.93% 29,286 1.93% 24610

Mrs. Sarojani Shrestha 1.45% 21,964 1.45% 21,964 1.45% 18457

Mrs. Sanjita Shrestha 0.97% 14,643 0.97% 14,643 0.97% 12305

Mr. Rajesh Kumar Shrestha 0.97% 14,643 0.97% 14,643 0.97% 12305

Mr. Narayan Prasad Bhattarai 0.97% 14,643 0.97% 14,643 0.97% 12305

Mrs. Nirja Sharma Sapkota 0.97% 14,643 0.97% 14,643 0.97% 12305

Mr. Achut Raj Sapkota 0.97% 14,643 0.97% 14,643 0.97% 12305

Mr. Indra Bahadur Adhikari 0.97% 14,643 0.97% 14,643 0.97% 12305

Mrs. Mani Thapa Shah 0.97% 14,643 0.97% 14,643 0.97% 12305

Domestic ownership (Public) 32.37% | 490,539 | 32.37% | 490,539 32.37%| 412,218
Nepal Government 0.16% 2,452 0.16% 2,452
"A" class licensed institutions 0.00% 1 0.00% -
Other licensed institutions 0.72% 10,986 0.99% 15,079
Other Institutions 1.30% 19,755 0.23% 3,422
Other 30.18% 457,345 | 30.98% 469,586
Foreign Ownership Promoter 0.00% - 0.00% -
Foreign Ownership Public 0.00% - 0.00% -

Total 100.00% | 1,515,545 | 100.00% | 1,515,545| 100.00% | 1,273,568

Note 4.25- Reserves
Following reserves are maintained by the Financial Institution.
Particulars 31% Ashad 2080 32ndl,14es?:fleg 079 31st§es;t:;e2do78

Statutory general reserve 23,348,530 23,348,530 18,977,804
Capital Reserve - -
Exchange equilization reserve - -
Investment adjustment reserve - -

Corporate social responsibility reserve 187,637 519,992 584,016

Client Protection Fund 1,356,359 1,469,172 1,580,387
Capital redemption reserve - -

Regulatory reserve 34,094,367 23,429,370 13,416,976
Assets revaluation reserve - -
Fair value reserve - -
Dividend equalisation reserve - -

Actuarial gain 3,321,801 885,498 509,014

Special Reserve - - -
Debenture Redemption reserve - -
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Other reserve - -
Employee related Fund 234,350 113,090
Other 1,136,978 - -
Total 63,680,022 49,765,651 35,068,197

(a) General Reserve:
There is regulatory requirement by the central Financial Institution to set aside 20% of the net profit after tax as
general reserve to build up the capital until the reserve fund balance is twice the paid-up share capital. This is the
restricted reserve and cannot be freely used.

(b) Capital Reserve
The capital reserve represents the amount of those reserves which are in nature of capital and which shall not be
available for distribution of cash dividend. No such reserve has been created by the Financial Institution.

(c) Exchange Equalization reserve
The regulatory requirement requires the Financial Institution to transfer 25% of exchange revaluation gain on
foreign currency other than the Indian currency to this reserve.
The financial institution doesnot deal with the foreign exchange transaction, hence no exchange equilization
reserve has been created.

(d) Investment Adjustment Reserve
It is a regulatory reserve created as a cushion for adverse price movements in Financial Institution's investments
as directed by the Directives of Nepal Rastra Financial Institution. The financial institution doesnot have any kinds
of such investment, hence no reserve is required to be created on reporting date.

(e) Corporate Social Responsibility Reserve
The regulatory requirement requires the financial institution to create the Corporate Social Responsibilty of 1% of
the Net Profit of the year to be expensed for CSR activities. In addition to this, 10% of dividend in excess of 15% is
allocated to this fund as per NRB Directives.
During the Fiscal Year 2079.80, the financial Institution has expensed the following amount from the said fund, the
details of which are presented below:

Particulars Amount (in NPR)
Opening Fund as on Shrawn 1, 2078 519,992
Expenses from the fund (332,355)
Net Balance 187,637
Addition made in FY 78.79

1% of Net Profit as per regulatory requirement -
10% of dividend in excess of 15% -
Net Closing Fund 187,637
(f) Client Protection Fund

Client Protection fund is created at 1% of net profit. In addition to this, 35% of dividend in excess of 15% is allocated

to this fund as per NRB Directives.
The summary of the addition made into the fund and withdrawl made from the fund for FY 79.80 is as:

Particulars Amount (in NPR)
Opening Balance in the Fund 1,469,172
Addition to the fund during FY 79.80
1% of Net Profit as per regulatory requirement -
35% of dividend in excess of 15%
Interest Income 27,187
Total 1,496,359
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Expenses from the fund during FY 79.80

a. Maternity allowances to members 100,000
b. Assistance towards death of Client Husband 28,000
c. Assistance towards death of Clients 8,000
d. Relief (Fire Victims)Distribution towards members 4,000
Total 140,000
Closing Balance in the fund as on Ashadh end, 2080 1,356,359

(g) Capital Redemption Reserve
There is no any balance in capital redemption reserve as opening balance of this reserve was nil and no amount has
been allocated to this reserve during the reporting period.

(h) Regulatory Reserve
The amount that is allocated from profit or retained earnings of the Financial Institution as per the Directive of NRB
for the purpose of implementation of NFRS is presented under this account head. The amount in this reserve is not
free for distribution of dividend (cash as well as bonus shares). The amount allocated to this reserve include interest
income recognized but not received in cash, difference of loan loss provision as per NRB directive and impairment
on loan and advance as per NFRS (in case lower impairment is recognized under NFRS), amount equals to deferred
tax assets, amount of goodwill recognized under NFRS etc.
The details of regulatory reserve created for FY 79.80 are presented below:

FY Till FY FY FY FY FY Total
2075.76 2076.77 2077.78 2078.79 2079.80
Interest Receivable 5,927,065 | 5,898,514 | 582,643 8,639,751 | 6,338,214 | 27,386,187
Short Loan Loss Provision - - - - - -
Short Provision for Possible - - - - -
lossess on investment
Short Provion on NBA - - - - -
Deferred Tax Assets - - - - 2,673,193 | 2,673,193
Goodwill - - - - - -
Gain on Bargain Purchase - - - - - -
Acturaial Loss recognized - - - - - -
Fair value loss recognized in| - - - - - -
0cClI
Other - 445,720 563,035 1,372,643 | 1,653,590 | 4,034,987
Total 5,927,065 | 6,344,234 | 1,145,677 | 10,012,394 | 10,664,997 | 34,094,367

(i) Assets Revaluation Reserve
Reserve created from revaluation of assets (such as Property & Equipment, Intangible Assets and Investment
Property) is presented under this account head. No such assets has been revaluated during the reporting period.
(j) Fair Value Reserves
The fair value reserve comprises the cumulative net change in the fair value of financial assets that are measured
at fair value and the changes in fair value is recognized in other comprehensive income, until the assets are
derecognized. The cumulative amount of changes in fair value of those financial assets is presented under this
account head.
(k) Dividend Equalization Reserve
For the purpose of maintaining uniformity in dividend payment, certain amount of profit during the year of profit
making is transferred and presented under this account head. No such fund has been created by the Financial

Institution.
G
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(1) Actuarial Gain/Loss Reserve
Actuarial gain or loss that represents change in actuarial assumptions used to value employee obligations is
presented under this account head. This amount is allocated from profit or retained earnings of the institution as
per the directives of NRB for the purpose of implementation of NFRS and which shall not be regarded as free for
distribution of dividend.

(m) Special Reserve
Any special reserve that is created as per the specific requirement of NRB directive or special instruction of NRB
is presented as special reserve. There is neither any opening balance in special reserve nor has any amount been
allocated to this reserve during the reporting period.

(n) Debenture Redemption Reserve
The financial instittution has not issued any kinds of debentures till the FY 79.80, hence no redemption reserve has
been created.

(o) Other reserve
The other reserve of the financial institution consists of Employee related reserve and other reserve created for the
amount to the extent of loan loss provision write back in respect of restructured/rescheduled loan.

ii. Employee Related Fund
"Employeetraining fundis created as per the manadatory provision directed as per the NRB directives. As per the saild
directives,themicrofinanceinstitutionneedstoallocateandspendatleast3%oflastfiscalyear'stotalpersonnelexpenses
for the development and trainings of the employees. Further if microfinance couldnot spend up the 3%, the shortfall
amountshallbetransferredtothe Employee TrainingFundandshallbeusedforemployeetrainingsinsubsequentyears.
The summary of the addition made into the fund and withdrawl made from the Employee Training fund for FY
79.80 isas:"

Particulars Amount (in NPR)
Opening Balance in the Fund 113,090
Addition to the fund during FY 79.80 121,260
Expenses from the Fund -
Net Closing Balance in the Fund 234,350

Note 4.26- Contingent liabilities and commitments -
The financial institution doesnot have any contingent liability as on the date of reporting.

Restated Restated
32" Ashad 2079 315t Ashad 2078

Particulars 315t Ashad 2080

Contingent liabilities

Undrawn and undisbursed facilities

Capital commitment

Lease Commitment

Litigation
Others
Total - -
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4.26.1: Capital commitments

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

Particulars

31 Ashad 2080

Restated
327 Ashad 2079

Restated
315t Ashad 2078

Capital commitments in relation to Property
and Equipment

Approved and contracted for

Approved and not contracted for

Sub total

Capital commitmentsinrelation to Intangible
Assets

Approved and contracted for

Approved and not contracted for

Sub total

Total -

.26.2: Lease commitments

Particulars

315t Ashad
2080

Restated
327 Ashad 2079

Restated
315t Ashad 2078

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 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

Grand total

4.26.3: Litigation

The Financial Institution doesnot have any litigations and cliams as on Ashadh end 2080.
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Notes 4.27- Interest Income

Interest income includes interest income on loan and advance, interest income from balance at Bank, cash and cash

equivalent, loan and advances to staff.

Particulars 31 Ashad 2080 3 anl:\essl::(tie;i 079
Cash and cash equivalent - -
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions 2,969,927 2,092,012
Loan and advances to bank and financial institutions - -
Loans and advances to customers 363,102,611 303,375,950
Investment securities - -
Loan and advances to staff 1,554,011 887,385
Other 657,449 -
Total interest income 368,283,998 306,355,347

Notes 4.28- Interest Expense

Interest expenses includes interest accrued on deposits collected and borrwing and refianance facilities availed by

the financial institutions.

Particulars 31 Ashad 2080 32ndlzesslf:(tje; 079
Due to bank and financial institutions - -
Due to Nepal Rastra Bank - -
Deposits from customers 31,908,575 28,713,091
Borrowing 221,123,202 142,658,813
Debt securities issued - -
Subordinated liabilities - -
Other - -
Total interest expense 253,031,778 171,371,904

Notes 4.29- Fee and Commission Income

Fees and commission income includes loan administration fee, service charges, other fees and commission.

Particulars 31+ Ashad 2080 5 zndi‘;sht:;egwg
Loan administration fees 24,968,486 33,887,579
Service fees - -
Commitment fees - -
Card Issuance fees - -
Prepayment and swap fees - -
Remittance fees - -
Brokerage Fees - -
Other fees and commission income 6,408,747 4,777,707
Total fees and Commission Income 31,377,233 38,665,286
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Notes 4.30- Fee and Commission Expense

Fees and commission expense include loan adminstration fees.
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Particulars 31** Ashad 2080 32ndlzess;:;eg 079
Brokerage - -
ATM management fees - -
VISA Master card fees - -
Guarantee commission fees - -
Brokerage - -
DD/TT/Swift fees - -
Remittance fees and commission - -
Other fees and commission expense 5,195,435.86 3,371,085
Total fees and Commission Expense 5,195,435.86 3,371,085
Notes 4.31- Net Trading Income
The financial institution doesnot have trading income during its reporting period.
Particulars 31** Ashad 2080 32nleesslf:;eg 079

Changes in fair value of trading assets

Gain/loss on disposal of trading assets

Interest income on trading assets

Dividend income on trading assets

Gain/loss foreign exchange transaction

Other

Net trading income

Notes 4.32- Other Operating Income

Other operating income of the financial institution includes the gain from sale of Property, Plant and Equipments.

Particulars

31 Ashad 2080

Restated
327 Ashad 2079

Foreign exchange revaluation gain

Gain/loss on sale of investment securities

Fair value gain/loss on investment properties

Dividend on equity instruments

Gain/loss on sale of property and equipment

206,479.39

Gain/loss on sale of investment property

Operating lease income

Gain/loss on sale of gold and silver

Other

Total

206,479.39
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Notes 4.33- Impairment charge/(reversal) for loans and other losses

Particulars 31 Ashad 2080 32ndlZess}f:;e;1 079

Impairment charge/(reversal) on loan and advances to B/FIs - -
Impairment charge/(reversal) on loan and advances to customer 28,595,761 31,467,511
Impairment charge/(reversal) on financial Investment - -
Impairment charge/(reversal) on placement with banks and - -
financial institutions

Impairment charge/(reversal) on property and equipment - -
Impairment charge/(reversal) on goodwill and intangible assets - -
Impairment charge/(reversal) on investment properties - -
Total 28,595,761 31,467,511

Notes 4.34- Personnel Expenses
All expenses related to employees of a Financial Institution are included under this head.
Particulars 31 Ashad 2080 3 anl:\essl::(tie;i 079

Salary 37,804,111 36,131,370
Allowances 34,598,207 32,238,547
Gratuity expense 2,361,632 3,177,644
Provident fund 3,104,651 2,876,567
Uniform 1,129,600 960,000
Training & development expense 1,929,837 1,431,316
Leave encashment 3,631,654 4,509,468
Medical - -
Insurance 806,158 682,140
Employees Incentive - -
Cash-settled share-based payments - -
Pension Expenses - -
Finance expense under NFRS - -
Other expenses related to staff 569,478 262,952
Subtotal 85,935,328 82,270,005
Employees bonus - 1,430,080
Grand total 85,935,328 83,700,084

Bonus expenses has been restated as per the GAAP financial statements approved by the Nepal Rastra Bank for FY

2078.79.
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Notes 4.35- Other Operating Expenses
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Operating expense other than those relating to personnel expense are recognized are presented in this head.

Particulars 31 Ashad 2080 Szndlxesslf:;eg 079
Directors' fee 379,500 288,500
Directors' expense 37,670 1,045
Auditors' remuneration 124,300 100,000
Other audit related expense 179,286 93,225
Professional and legal expense 712,023 254,250
Office administration expense 24,814,564 20,023,286
Operating lease expense 8,735,146 7,517,295
Operating expense of investment properties - -
Corporate social responsibility expense 332,355 282,560
Client Protection expenses 140,000 361,000
Onerous lease provisions - -
Other - -
Total 35,454,844 28,921,161

Expenses from Client Protection Fund and Corporate social responsibility fund for the FY 2078.79 was errornously
recognized as decrement in fund rather than recognizing it as expenses. These error has been corrected, and the

comparative figures have been restated accordingly.

4.35.1: Office Administration Expense

Particulars 31 Ashad 2080 32ndlzesslf::leg 079
Water and electricity 734,882 637,677
Repair and maintenance 1,777,328 1,620,102
a) Building - -
b) Vehicle 106,318 211,617
c) Computer and accessories 1,225,090 1,189,495
d) Office Equipment and furniture - -
e) Other 445,921 218,991
Insurance 2,712,535 53,092
Postage, telex, telephone, fax 1,317,886 2,192,418
Printing and Stationery 1,991,793 2,193,305
News paper, books and journals - 4,450
Advertisement 1,729,195 1,365,587
Donation - -
Security Expenses - -
Deposit and loan guarantee premium - -
Travelling allowance and expense 9,728,417 8,159,009
Entertainment 175,226 161,290
Annual/Special General meeting expense 261,178 366,314
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Other 4,386,125 3,270,043
a) CIC Charges 30,200 49,450
b) Fuel Expenses 1,672,782 1,054,344
c) Vehicle Renewal Fees 40,700 40,100
d) Membership and Registration Fee 270,775 172,300
e) Others 2,371,668 1,953,849

Total 24,814,564 20,023,286

Notes 4.36- Depreciation & Amortisation
Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life. Amortization
is the systematic allocation of the depreciable amount of an intangible asset over its useful life. Depreciation and
amortization include depreciation on plant and equipment & amortization of intangible assets.
Details presented as follows:

Particulars 315 Ashad 2080 3 anie:;f:;egwg
Depreciation on property and equipment 2,339,309 2,389,947
Depreciation on investment property - -
Amortisation of intangible assets 267,622 390,321
Total 2,606,930 2,780,268

Notes 4.37- Non Operating Income
The incomes that have no direct relationship with the operation of transactions are presented under this head.

Restated
32" Ashad 2079

Recovery of loan written off - -

Particulars 31t Ashad 2080

Other income - -

Total - -
Notes 4.38- Non Operating Expense
The expenses that have no direct relationship with the operation of transactions are presented under this head

Restated
32 Ashad 2079

Loan written off -

Particulars 315t Ashad 2080

Redundancy provision -

Expense of restructuring -

Other expenses -

Total - -
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Notes 4.39- Income Tax Expense

The Financial Institution has calculated current tax on the basis of taxable income.
The Financial Institution has calculated deferred tax expenses based on the financial statements prepared as per

NFRS.
Particulars 31 Ashad 2080 32ndlxasslf:;eg 079

Current tax expense

Current year 8,481,443 6,079,494
Adjustments for prior years -
Deferred tax expense

Origination and reversal of temporary differences (10,812,482) 2,493,058
Changes in tax rate - -
Recognition of previously unrecognised tax losses - -
Total income tax expense (2,331,039) 8,572,552

4.39.1: Reconciliation of tax expense and accounting profit

Micro Finance Institutions
partiniars 31% Ashad 2080 32“"?4?&2?3079

Profit before tax (10,952,366) 23,408,620
Tax amount at tax rate of 30 % (3,285,710) 7,022,586
Add: Tax effect of expenses that are not deductible for - -
tax purpose

Less: Tax effect on exempt income - -
Add/less: Tax effect on other items 954,671 1,549,966
Total income tax expense (2,331,039) 8,572,552
Effective tax rate 21.28% 36.62%

5. Disclosure and Additional Information
5.1- Risk Management

Risk is the possibility or chance of loss, danger or injury. As the financial institution main objective is to provide
financial services to the deprived sector, it encounters various risk in the process of execution of such financial

services as:
i. Liquidity Risk
ii. Interest Rate Risk
iii. Credit Risk
iv. Operational Risk

Risk management is an integral part of financial intermediation and banking business that affect its risk profile.
Failure to adequately assess and manage risks may lead to losses endangering the soundness of individual
financial institutions and affecting the stability of the overall financial system.

Nepal Rastra Bank has issued Guidelines to provide guidance to all financial institutions on minimum standards
for risk management and the requirement is stated in the Unified Directive No. 5 for MFIs. The financial instituion
has abided the minimum guideliness directed the Rastra Bank in addressing and minimizing the risk that is
inherent in its operation.

Risk Governance
The board of directors sets the policies, strategies and overse the executive function whereas the senior
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management is responsible for implementing those strategies and communicating them throughout the
organization. The Board sets risk appetite, ear organization setup, well defined roles, well developed tools and
processes and well defined policy on each risk areas and ensures that it is reflected in business strategy and
cascaded throughout the organization.
Risk Management Committee

"For the effective risk management, Board has formed a board level committee called Risk Management Committee
(RMC) which assists the board in setting risk strategy policies, including risk tolerance and appetite levels, as
stipulated by Nepal Rastra Financial Institution. It devises the risk management policy of the Financial Institution
including credit, market and operational risk, risk integration, implementation of best risk management practices
and setting up various risk limits of the Financial Institution. The Committee receives reports from management
and after discussion and deliberations reaches in a conclusion that existing action taken by the management are
appropriate or elevate the situations to the Board where further action is required with its recommendation.
The Risk Management Committee Comprises of following members;"

S.N. Name Designation
1 Nirja Sharma Sapkota Chairman

2 Shipa Pradhanang Member

3 Rabindra Kumar Neupane Member

4 Prabhuraj Thapa Secretary

5.1.1 Liquidity Risk

Liquidity risk is the potential that the Financial Institution may be unable to meets its obligations due or to fund

increases in assets as they fall due without incurring unacceptable cost or losses.

The Financial Institution has been maintaining CRR(Compulsory Reserve Ratio) and SLR(Standing Liquidity

Ratio) as per the requirement set by regulatory body which are being monitored on continuous basis. Further,

the monthly details of ligidity position are analysed prior to each month and liquidity position of the institution

has been plannned accordingly. Also, maturity wise structural liquidity table are being prepared as per the
regulatory guidelines on quaterly baiss to assess the overall liquidity position of the institution.
5.1.2 Interest Rate risk

Interest rate risk is the exposure of a financial institution’s condition to the adverse movement in interest rate.

Changes in interest rates affect an institution’s earnings and also affect the underlying value of the institution’s

assets, liabilities and off-balance-sheet instruments. The fianancial institution takes the following measures to

minimize the risk arising from interest rates:

i. Diversification of loans, deposits and borrowings.

ii. Financial institutions have appropriate strategies, policies and procedures in place to perform effective
risk management that maintains interest rate risk within prudent levels, as is essential for the safety and
soundness of the institution.

5.1.3 Credit Risk

Credit risk is defined as the potential that a Financial Institution borrower or counterparty will fail to meet its

obligations in accordance with agreed terms. In assessing the background, capacity and credibility of borrower,

all the relevant informations are collected by the Financial Institutions including personal information, family
background, assets and liabilities information, Credit Information Report o know the past history of borrower
and other details as required. Also, the loan sanction limit per client has been set for each individual branch
manager, regional manager and head office so that unauthorized lending is restricted.

5.1.4 Operational Risk

"Operational Risk is loss resulting from inadequate or failed internal processes, people and systems or from

external events, including legal risks.

Financial Institution has effective Internal Control System and Information System for managing Operational

Risk. Internal Audit has been conducted on quaterly basis in Head Office whereas done annually on

each branches by the internal audit department of the financial institution to identify the existing and

potential deficiencies in the internal control environment and current practices of the organization.
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Also, detailed job description has been provided to each employee of the financial institution so as to avoid
the clashes of authority and responsibility among employees and accountability has been established for their
specified roles and designation."
Risk events of the Financial Institution are compiled and instructed the related function to take corrective
measures wherever necessary. Financial Institution has Disaster Recovery Policy and Business Continuity Plan
incorporated in IT Policy. Human Resource Department of the Financial Institution is placing and transferring
the employees periodically.
5.1.5 Fair value of assets and Liabilites
"Financial Instruments are recorded at fair value. The following is a description of how fair values are determined
"Financial Instruments are recorded at fair value. The following is a description of how fair values are determined
forfinancialinstrumentsthatarerecorded atfairvalueusingvaluationtechniques. Thisincorporatesthe Financial
Institution's estimate of assumptionsn that a market participant would make when valuing the instruments.
For some assets and liabilities, observable market transactions or market information might be available. For
other assets and liabilities, observable market transactions and market information might not be available.
However, the objective of a fair value measurement in both cases is the same - to estimate the price at which
an orderly transaction to sell the asset or to transfer the liability would take place between market participants
at the measurement date under current market conditions (i.e., an exit price at the measurement date from the
perspective of a market participant that holds the asset or owes the liability)."
The fair value are determined according to the following hierarchy:
Level 1
These are quoted prices in active markets for identical assets or liabilities that the Financial Institution can
access at the measurement date.
Level 2
These are the inputs other than quoted prices that are observable for the assets or liabilities, either directly
or indirectly.
These would include prices for the similar, but not identical, assets or liabilities that were then adjusted to
reflect the factors specific to the measured asset or liability.
Level 3
Fair value measurements are derived using valuation techniques in which current market transactions or
observable market data are not available. Under this, instruments are fair valued using valaution models
which have been tested against prices or inputs to actual arket transactions and make use of Financial
Instituion best estimate of the most appropriate model assumptions. Unobservable iputs have a significant
effect on intrument's value.
5.2 Capital Management
The bank assesses the impact of the new rules, if any on their capital adequacy through a comprehensive capital
planning and optimisation/mitigation process. The capital planning is an integral part of the Bank’s medium
term strategic planning and annual budget formulation process. Total risk weighted exposures for the projected
level of business operations is calculated, the required capital level is projected, and a plan is formulated to
maintain the required capital.
i. Qualitative Characteristics
The Financial Institution has developed its own internal policy, procedures and structures to manage all
material risk inherent in business for assessing capital adequacy in relation to the risk profiles as well as
strategies for maintaining capital level in compliance with the directives and guidelines issued by Nepal Rastra
Bank. This includes basic requirements of having good governance, efficient process of managing all material
risk and effective regime for assessing and managing adequate capital. The financial Institution has various
BODs approved risk management policies for proper governance.
ii. Quantitative Disclosures
Capital Structure and Capital Adequacy
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Tier 1 Capital and a breakdown of its components

S.N.

Description

Amount (in NPR)

Paid up Capital (ordinary shares)

151,554,533

Proposed bonus share

Share premium

Irredeemable preferential share

General Reserve Fund

23,348,530

Accumulated profit/(loss)

(3,928,102)

Profit & loss a/c as per balance-sheet

Capital Redemption Reserve Fund

O (03[0 (U1 | | WIN |-

Capital Adjustment Fund

—_
o

Calls in advance

11

Other Free Reserves

Deductions:

a

Goodwill

Deferred tax assets

2,673,193

o |T

Investment on shares and securities in excess of limits

Investment to the company having financial interests

Fictitious Asset

Investment on land and building for self use not complying the Directives of NRB

Investment on land development and housing construction in excess of limits

Underwriting share not sold within the stipulated time

S || |0

Credit and other facilities banned by the prevailing laws

Total Tier 1 Capital

168,301,768

Tier II Capital and a breakdown of its components

S.N.

Description

Amount (in NPR)

Provisions of loan loss made for pass loan

32,414,131

Additional loan loss provision

589,299

Hybrid capital instruments

Unsecured Subordinated Term Debt

Exchange Equalization Fund

Assetsrevaluation Fund (max. 2% of Supplementary capital isadded automatically)

N OO AW N

Investment adjustment Fund

Total Tier II Capital

33,003,430

Total Qu

alifying Capital

S.N.

Description Amount (in NPR)

1

Core Capital (Tier 1) 168,301,768

2

Supplementary Capital (Tier II) 33,003,430

Total Qualifying Capital 201,305,198
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Capital Adequacy Ratio
S.N. Description Percentage
1 | Core Capital Ratio 6.80%
2 | Capital Adequacy Ratio 8.14%
Risk Weighted Exposure
S.N. Description V\/((;}og)ht 3:11\]0:3; RISXS‘QLTSght
On-Balance-sheet Items
1 Cash Balance 0 172,500 -
2 NRB Balance 0 12,300,000 -
3 Balance on domestic banks and financial institutions 20 124,709,002 24,941,800
4 Loans & advances, bills purchase/discount 100 | 2,327,828,121 | 2,327,828,121
5 | Fixed assets 100 9,380,406 9,380,406
6 Net interest receivables (Toral IR - 8 - Interest supsense) 100 43,470,138 43,470,138
7 Other assets (Except advance tax payment) 100 17,744,392 17,744,392
Total On-Balance-sheet Items (A) 2,535,604,558  2,423,364,857
Off-Balance-sheet Items
Off-Balance Sheet Items 100 - -
Amount to be maintained for operational risk 100 50,712,091 50,712,091
Total Off-Balance-sheet Items (B) 50,712,091 50,712,091
Total Risk Weighted Exposure (A+B) 2,586,316,650 | 2,474,076,948

iii. Compliance with external requirement

The financial institution has complied with externally imposed capital requirements to which it is subject and
there are no such consequence where the institution has not complied with those requirement.

5.3 Classification of Financial Assets and Financial Liabilities
"The financial assets and liabilities are classified in Amortized Cost, fair value through profit(FVTPL) and loss
and fair value through other comprehensive income(FVTOCI) .
The classification of financial assets and liabilities for the FY 79.80 is shown in the table below:"

Particulars ‘ Amortized Cost ‘ FVTPL ‘ FVTOCI ‘ Total
Financial Assets
Cash and cash equivalent 124,881,502 - - 124,881,502
Statutory Balances and Due from Nepal Rastra Bank 12,300,000 - - 12,300,000

Placement with Bank and Financial Institutions

Derivative financial instruments

Other Trading Assets

Loan and Advances to MFIs & Cooperatives

Loans and Advances to customers

2,265,530,889

2,265,530,889

Investment securities

Other Financial Assets

15,071,199

15,071,199
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Total Finacial Assets 2,417,783,589 | - | -| 2,417,783,589
Financial Liabilities

Due to Bank and Financial Institutions - - - -
Due to Nepal Rastra Bank - - - -
Derivative financial instruments - - - -
Deposits from customers 582,147,719 - - 582,147,719
Borrowing 1,623,430,353 - -1 1,623,430,353
Other liabilities 20,009,859 - - 20,009,859
Total Financial Liabilities 2,225,587,931 - -1 2,225,587,931

5.4 Operating Segment Information
5.4.1 General Information

a. Factors that management used to identify the entity's reportable segments
The Financial Institution has identified segments on the basis of each geographical presence in seven
provinces of the country. Segment profit or loss, revenue and expenses, assets and liabilities, and the basis of
measurement are presented for each provinces:

i.  Province 1

ii.  Province 2

iii. Bagmati Province

iv. Gandaki Province

v.  Lumbini Province

vi. Karnali Province

vii. Sudur Paschim Province

b. Description of the types of products and services from which each reportable segment derives its

revenue

Each segment provides microfinance such as Loans, Deposits, Micro-insurance, and Remittance services to

low income families of Nepal.

5.4.2 Information about profit or loss, assets and liabilities

Amount in NPR
S.N. Particulars Province 1 | Province 2 g:og‘;l:cti g::‘g;l:i ;‘::;E:rcl; Plizl‘;?si Su(}:;:ﬁfcc:im Total
(a) |Revenues from external Customers 57,565,135| 29,324,171| 112,434,514 86,028,991| 76,182,038 3,050,442 27,464,564| 392,049,855
(b) |Intersegment Revenue - - - - - -
(c) |NetRevenue 57,565,135| 29,324,171| 112,434,514 86,106,009 76,182,038| 3,050,442 27,464,564| 392,126,873
(d) |Interest Revenue 51,303,689| 25,419,533| 104,697,027 75,930,414 69,258,547| 2,764,373 24,680,562 354,054,144
(e) |Interest Expenses 34,905,138 17,997,407| 73,878924| 55,845,008 51,446,762 1,900,927 17,057,612| 253,031,778
(f) |Net Interest Revenue (b) 16,398,551 7,422,125| 30,818,103 20,085,406| 17,811,785| 863,446 7,622,950 101,022,366
(g) |Depreciation & Amortisation 314,216 185,968 268,569 258,213 354,518 56,972 155,119 1,593,575
(h) |Segment Profit/(Loss) 6,945,902 1,213,176 10,128,205 3,811,593| (1,008,195)| (605,019) 2,115,726 22,601,388
(i) |Other material non-cash items: -
(i) |Impairment of assets 3,092,314 784,141 1,059,833 5,667,639 1,428,036 101 (170,269)| 11,861,795
(k) |Segment assets 358,342,269 186,974,463| 615,071,687| 489,675,282 |451,866,297| 15,477,451 168,019,976 2,285,427,425
() |Segment Liabilities 61,357,486| 38,108,279| 169,967,956| 129,781,901|148,767,121| 4,210,883 31,191,422| 583,385,049
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5.4.3 Measurement of Operating Segment profit or loss, assets and liabilities
a) Basis of accounting for any transactions between reportable segments
Interest earning generated while conducting business under different segments are reported under the
respective segment. Equity and Tax Expenses are not allocated to the individual segments. For segmentation
purpose, all business transactions of offices and business units located in a particular province are grouped

together.

b) Nature of any differences between the measurements of the reportable segments’ profits or losses

and the entity’s profit or loss before income tax.

None

c) Nature of any differences between the measurements of the reportable segments’ assets and the

entity’s asset
None

d) Nature of any changes from prior periods in the measurement methods used to determine reported

segment profit or loss and the effect
None

e) Nature and effect of any asymmetrical allocations to reportable segments

None

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

a) Revenue
Amount in NPR
Total revenues for reportable segments 392,049,855
Other revenues
Interest income on bank deposits 2,969,927
Interest income on Staff Lendings 1,554,011
Interest income on others 657,449
Commission Income 2,242,513
Gain on Sale of Property and Plant 206,479
Miscellaneous Income 187,475
Elimination of intersegment revenues -
Entity’s revenues 399,867,711

b) Profit or loss

Amount in NPR

Total profit or loss for reportable segments 22,601,388
Other profit or loss

Elimination of intersegment profits

Unallocated amounts:

Other Revenue 7,817,856
Finance Expenses (569,478)
Commission and Discount (5,182,139)
Personnel expenses (20,253,442)

Other Administrative

(11,191,057)

Bonus
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Depreciation (1,013,356)
Difference in expenses due to Acturial Valuation (1,495,192)
Corporate social responsibility expense (332,355)
Client Protection Fund Expenses (140,000)
Prior Year tax Expenses (212,948)
Others (981,644)
Profit before income tax (10,952,367)
c) Assets
Amount in NPR
Total assets for reportable segments 2,285,427,425
Other assets 151,466,960
Unallocated amounts
Entity’s assets 2,436,894,384
(d) Liabilities

Amount in NPR

Total liabilities for reportable segments

583,385,049

Other liabilities

Unallocated liabilities

1,853,509,335

Entity’s liabilities

2,436,894,384

5.4.5 Information about products and services

Amount in NPR

(a) Microfinance Related Services

399,867,711

(B) | e

399,867,711

5.4.6 Information about geographical areas

Revenue from following geographical areas;

Amount in NPR

(a) | Domestic 392,049,855
Province 1 57,565,135
Province 2 29,324,171
Bagmati Province 112,434,514
Gandaki Province 86,028,991
Lumbini Province 76,182,038
Karnali Province 3,050,442
Sudur Paschim Province 27,464,564

(b) | Foreign -
Total 392,049,855
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5.4.7 Information about major customers

Financial Institution does not have any customers with revenue from single external customer amounts to 10
% or more of the revenue.
5.5 - Share option and share based payment
The Financial Institution doesn’t have arrangements of share-based payment and share option as on reporting date.
5.6 - Contingent Liabilities and commitments
The details of contingent liabilities and commitments has been presented in notes 4.26 above, if any.
5.7- Related parties disclosures
5.7.1 Listof Directors and Key Managerial Personnel
The following parties have been identified as the related party transaction as per NAS 24.

S.N. Name Designation
1 Archana Pradhan Chairman
2 Shilpa Pradhananga Director
3 Nirja Sharma (Sapkota) Director
4 Nilima Joshi Newa Independent Director
5 Prakash Kharel Public Director
6 Shila Rajbhandhari (Jonchhen) Public Director
7 Bishnu Prasad Dhakal CEO
8 Rabindra Kumar Neupane KC Senior Manager
9 Prabhu Raj Thapa Senior Officer
10 | Suraj Sapkota Senior Officer

5.7.2 Transactions with and Payments to Directors and Key Managerial Personnel

Board of Directors Allowances and Facilities

S.N. Particulars MeN:tionfgs Meetl(lilﬁ ﬁl[};;vance
1 Board Meeting 12 294,000
2 Audit Committee 4 36,000
3 Risk Management Committee 4 31,500
4 AML Committee 4 18,000
Total 24 379,500

Details of expenses incurred for conducting the meetings are as:

S.N. Particulars Amount (NPR)
1 Training Expenses 37,670
2 Other Expenses -

Total 37,670

Details of Chief Executive Officer's Emoluments and Facilities for FY 79.80 is as:

S.N. Particulars Amount (NPR)

1 Short Term Employee Benefits 2,375,795.26
2 Retirement Benefits

Leave expenses for the year 161,584.69

Gratuity expenses for the year 99,854.91

Medical expenses for the year -

3 Others (House Rent) 182,700.00

Total 2,819,934.86
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5.7.3 Transactions with Related Party
S.N. Particulars Particulars

Name of the Related Party

Guweshori Merchant Banking & Finance Ltd

Nature of Transaction

Borrowing and Deposits

Commitments (Rs.)

Amount of Borrowing Outstanding Balance including

214,624,144.28

Amount of Deposit Outstanding (Rs.)

48,436,608.50

5 | Expenses recognized in the period

Interest Expenses (Rs.)

37,600,068.52

Loan Management Fee and Bank Charges (Rs.)

359,220.00

6 | Income recognized in the period (Rs.)

1,534,453.16

5.8 Merger and Acquisition

The Financial Institution has not entered into any merger and acquisition activities in the reporting period and

in the comparative previous period.

5.9 Additional Disclosures of non consolidated entities
The Financial Institution doesnot have any subsidiaries & associates. So, additional disclosure is not required.

5.10 Events after reporting date

No events requiring the adjustment as per NAS 10 "Events occurring after Reporting Period" are observed after

the reporting period.

5.11 Variations between audited and unaudited Financial Statements along with reason for the same
Comparison of Unaudited and Audited Financial Statements as of FY 2079/80

Amount in NPR

As per As per
Statement of Financial Unaudited Audited
Position Financial Financial
Statement Statement

Variance

In amount

In %

Reasons for Variance

Assets

Cash and cash equivalent 136,002,746 124,881,502

(11,121,244)

-8.18% | Adjusted as per Bank Certificate
and Reclassification

Statutory Balances and - 12,300,000 12,300,000 0.00% | Reclassification

Due from Nepal Rastra

Bank

Placement with Bank and - - - 0.00%

Financial Institutions

Derivative financial - - - 0.00%

instruments

Other Trading Assets - - - 0.00%

Loan and Advances to - - - 0.00%

MFIs & Cooperatives

Loans and Advances to 2,240,132,343 | 2,265,530,889 25,398,546 1.13% | AIR on Loans and Advances,

customers Reclassification of Staff Loans and
Advances and adjustment of loan
loss provisions.

Investment securities - - - 0.00%

Current tax assets 15,751,587.34 7,057,196 (8,694,391) | -55.20% | Tax liability netted off

Investment property - - - 0.00%

Property and Equipment 4,603,903 8,840,548 4,236,645 | 92.02% | NFRS valuation and reclassification

of Office Equipment
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Goodwill and Intangible 539,858 539,858 - 0.00%

assets

Deferred tax assets 3,676,168 2,673,193 | (1,002,975) | -27.28% | Temporary Difference Adjustment

Other assets 57,510,131 15,071,199 | (42,438,932) | -73.79% | Interest receivable reclassified to
Loans and Advances, Office Equipment
reclassified to Property and Equipment,
Reclassification of Employee Retirement
benefit plan assets in to other assets

Total Assets 2,458,216,736 | 2,436,894,384 | (21,322,352)

Liabilities

Due to Bank and Financial - - - 0.00%

Institutions

Due to Nepal Rastra Bank - - - 0.00%

Derivative financial - - - 0.00%

instruments

Deposits from customers 550,434,333 582,147,719 31,713,386 5.76% | Reclassification of Interest payable
on Pension Deposit

Borrowing 1,623,430,353.10 | 1,623,430,353 - 0.00%

Current Tax Liabilities 3,060,699 - (3,060,699) | -100.0% | Tax liability netted off in current
tax assets

Provisions 12,207,538 -1 (12,207,538) | -100.0% | Provision for gratuity and leave
encashment reclassified to Other
Liabilities

Deferred tax liabilities - - - 0.0%

Other liabilities 73,208,378 20,009,859 | (53,198,519) | -72.7% | Audit Adjustment, Acturial valuation
of employee liability, Reclassification
of Employee Retirement benefit plan
assets to other assets, Interest payable
on Pension Deposit to Deposit from
customers, Interest suspenses reclassified
to Regulatory reserve and other liablities.

Debt securities issued - - - 0.0%

Subordinated Liabilities - - - 0.0%

Total liabilities 2,262,341,302 | 2,225,587,931 | (36,753,371)

Equity

Share capital 151,554,533 | 151,554,532.50 - 0.00%

Share premium - - - 0.00%

Retained earnings 8,379,367 | (3,928,101.71) | (12,307,469) | -146.88% | Audit Adjustment and NFRS
Adjustment

Reserves 35,941,534 | 63,680,022.31 27,738,488 | 77.18% | Audit Adjustment and regulatory
reseve created for opening accured
interest receivable

Total equity 195,875,434 | 211,306,453 | 15,431,019

Total liabilities and equity | 2,458,216,736 | 2,436,894,384 | (21,322,352)
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As per As per Variance
Statement of Profit or Unaudited Audited .
. . . . Reasons for Variance
Loss Financial Financial In amount In %
Statement Statement

Interest Income 368,139,296 | 368,283,998 144,703 0.04% | Adjusment of Accured Interest
Receivable and Reclassification
and remeasurement of Interest on
Staff Loan

Interest Expense 253,031,778 | 253,031,778 - 0.00%

Net interest income 115,107,518 | 115,252,221 144,703

Fee and Commission 2,242,513 31,377,233 29,134,719 | 1299.20% | NFRS Reclassification

Income

Fee and Commission 5,191,491 5,195,436 3,945 Adjusted as per Bank

Expense Reconcilation

Net Fee and Commission (2,948,977) | 26,181,797 29,130,774

Income

Net Interest, Fee and 112,158,541 | 141,434,018 29,275,477

Commission income

Net Trading Income - - -

Other Operating Income 33,393,033 206,479 | (33,186,554) -99.38% | NFRS Reclassification and
measurement

Total Operating Income 145,551,574 | 141,640,497 | (3,911,077)

Impairment 11,404,508 28,595,761 | (17,191,253) | -150.74% | Audit Adjustment

charge/(reversal) for loans

and other losses

Net Operating Income 134,147,066 | 113,044,736 13,280,177

Operating Expense

Personnel Expenses 93,881,630 85,935,328 (7,946,302) -8.46% | NFRS Reclassification of Travelling
expenses and NFRS Adjustment

Other Operating Expenses 27,802,779 35,454,844 7,652,065 27.52% | NFRS Reclassification,
Measurement and acturial
valuation

Depreciation & 2,574,315 2,606,930 32,615 1.27% | NFRS valuation

Amortisation

Operating Profit 9,888,341 | (10,952,366) 13,541,798

Non Operating Income 646,344 - (646,344) | -100.00% | NFRS Reclassification and
measurement

Non Operating Expense 445,167 - 445,167 | 100.00% | NFRS Reclassification of CSR and
Client Protection Fund Expenses

Profit before Income Tax 10,089,518 | (10,952,366) 12,895,454

Income Tax Expense

Current Tax 3,060,699 8,481,443 5,420,744 | 177.11% | Recomputation of tax liability

Deferred Tax -1 (10,812,482) | (10,812,482) - | Computation of Deferred Tax

Expense/(Income)

Profit for the year 7,028,819 | (8,621,327) 18,287,192
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. As at As at
Particulars Explanatory Note * 01.04.2078 | 32.03.2079

Total equity under Previous GAAP 181,384,197 188,846,613
Adjustments under NFRSs:

Impairment on loan and advances

Fair value & employees benefit accounting of staff loan 176,379 384,026.49

Lease accounting

Measurement of investment securities at fair value

Revaluation of Property and Equipement

Recognition of investment property

Amortisation of debt securities issued

Deferred tax Due to NFRS Adjustment | (7,445,723) | (10,771,327)

Defined benefit obligation of employees Accounting as per Actuary Valuation 2,974,267 1,707,099

Goodwill/Bargain purchase gain

Interest income Due to accounting on Acrual Basis | 19,695,590 33,409,481

Other

Proposed Dividend 1,273,566 -
Depreciation & Amortisation 2,467,985 2,261,996

Total Adjustment to equity 19,142,064 26,991,275
Total Equity under NFRSs 200,526,261 | 215,837,888

5.11.2 Reconciliation of profit or loss

Accouting as per Actuary

For the year ended

Particulars Valuation 32.03.2079
Previous GAAP 7,462,418
Adjustments under NFRSs:
Interest income Due to accounting on Accrual Basis 14,184,490
Impairment of loan and advances
Employees benefit amortisation under staff loan (262,952)
Defined benefit obligation of employee Accouting as per Actuary Valuation (3,016,294)
Operating lease expense
Amortisation expense of debt securities (205,990)
Other operating income
Interest expense
Depreciation & Amortisation
Other
Share Issue expenses
Defered Tax (3,325,604)
Total Adjustment to profit or loss 7,373,652
Profit or loss under NFRSs 14,836,068
Other Comprehensive Income 376,484
Total Comprehensive income under NFRSs 15,212,552
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5.11.4 Effect of NFRSs adoption for statement of profit or loss and other comprehensive income

For the year ended 32.03.2079 (the latest

period presented under previous GAAP)

Particulars Explanatory Note* ) Effect of
Previous Transition Amount as
GAAP to NERSs per NFRSs
[nterest income ﬁlctcerrlilt Inienclzgmt‘on of 291754071 | 14,601,275 306,355,347
Interest expense 171,371,904 - 171,371,904
Net interest income 120,382,167 | 14,601,275 | 134,983,443
Fee and commission income 38,665,286 0.0 38,665,286
Fee and commission expense - 3,371,085 3,371,085
Net fee and commission income 159,047,453 | 11,230,191 | 170,277,644
Net interest, fee and i i
commission income
Net trading income - -
Other operating income - - -
Total operating income 159,047,453 | 11,230,191 | 170,277,644
mpment e e G | sterst
Net operating income 127,579,943 | 11,230,191 | 138,810,134
Operating expense
Personnel expenses Due to Acturial Vglauation 80,259,489 3,440,596 83,700,084
of Leave and Gratuity
Other operating expenses Reclassification 32,682,516 | (3,761,355) 28,921,161
Depreciation & Amortisation Due to reclassification of
depreciation and changes in 2,183,957 596,311 2,780,268
method of depreciation
Operating Profit 12,453,931 10,954,689 | 23,408,620
Non operating income Reclassification 416,786 (416,786) -
Non operating expense - -
Profit before income tax 12,870,716 | 10,537,904 23,408,620
Income tax expense
Current Tax (6,079,494) (0) (6,079,494)
Deferred Tax gﬂziﬁe:pg‘liﬁgtci‘c’)‘;“sﬁfpﬁse 671,196 | 1,821,862 2,493,058
Profit for the year 7,462,418 7,373,650 14,836,068
Other comprehensive income Gain on Acturial Valuation - 376,484 376,484
measured through OCI
Total Comprehensive 7,462,418 15,212,552
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For the year ended 32.03.2079 (the latest period presented

the period

under previous GAAP)
Particulars Explanatory Previous Tr:rfi(;tcito(:lf to Amount as
Note* GAAP NFRSs per NFRSs

Net cash flows from operating activities Due to (38,086,157) (3,689,805) | (41,775,963)
Net cash flows from investing activities recla.ssifica.tion (3,001,855) 239,805 (2,762,050)
Net cash flows from financing activities Sotfal;c:;n;nlils (1,273,568) - (1,273,568)
Net increase/(decrease) in cash and | fFinancial (42,361,580) | (3,450,000) | (45,811,580)
cash equivalent Position
Cash and cash equivalent at the beginning 105,755,198 (7,550,000) 98,205,198
of the period
Cash and cash equivalent at the end of 63,393,619 | (11,000,000) 52,393,618
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Principal Indicators
S.N. Particulars Indicators 2079.80 2078.79 2077.78 2076.77 2075.76
1 | Net Profit/Total Income % -2.2% 4.3% 14.5% 10.07% 24.34%
2 Earning Per Share Rs -5.69 9.79 31.43 18.68 29.10
3 Market Price per Share Rs 810.9 952 1,720.00 850.00 446.00
4 | Price/Earning Ratio Times -142.5 97.2 54.7 45.5 15.3
5 | Dividend on Share-Bonus Share % - - 20.00 15.79 7.37
6 | Cash Dividend % - - 1.00 0.79 0.37
7 | Interest Income/Loans & Advances % 15.5% 13.3% 14.2% 15.51% 14.74%
8 E;‘;lgg’:: Expenses/Total Operating % 69.30% 72.53% 7315% |  68.93% 61.96%
g | Merest i’;‘:}i?}scii/ Total Deposit and % 8.63% 6.94% 5.17% 9.34% 8.96%
10 | Exchange Income/Total Income % - - -
11 | Staff Bonus/Total Employee Expenses % 0.0% 1.7% 9.9% 7.81% 12.86%
12 | Net Profit/Loans & Advances % -0.4% 0.6% 2.4% 1.86% 3.39%
13 | Net Profit/Total Assets % -0.35% 0.64% 2.27% 1.86% 3.39%
14 | Total Loans and Advances/Total % 407.34% 379.87% |  38429% | 429.75% |  37456%
Deposit
15 X‘;Zaeltgpemﬁ“g expenses/Total % 5.09% 4.99% 5.34% 9.54% 5.36%
16 | Capital Adequacy Ratio
a. Core Capital % 6.80% 7.98% 11.41% 10.23% 12.75%
b. Supplementary Capital % 1.33% 1.00% 1.47% 1.39% 0.98%
c. Total Capital Fund % 8.14% 8.97% 12.87% 11.61% 13.72%
17 | Cash Reserve Ratio (CRR) % 0.56 0.53 0.52 0.53 0.52
18 ig‘i’;ii"rmmg Loans/Total Loans & % 8.11 232 235 1.77 0.69
19 ‘S"I’)‘feg;;ed Average Interest Rate % 6.9% 6.4% 9.0% 8.78% 7.85%
20 | Book Net Worth Rsin'000 211,306 215,838 200,526 142,240 119,899
21 | Total Shares Number 1,515,545 1,515,545 127,357 110,745 103,500
22 | Total Employee Number 206 229 188 192 192
23 | Per share Net Worth Rs 139.43 142.42 157.45 1284.39 1158.45
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Statement of Risk Weighted Assets (RWA)
At the month end of Ashadh, 2080

A. On-Balance-sheet Items

Weight Current period Previous Period
S.\. Description 7
(%) Amount RWA Amount RWA

1 | Cash Balance 0 172,500.00 - - -

2 | Gold (Tradable) 0 - - - -

3 | NRB Balance 0 12,300,000.00 - 11,000,000.00 -

4 | Investment to Govt. Bond 0 - - - -

5 | Investment to NRB Bond 0 - - - -

6 | Loan against Own FD 0 - - - -

7 | Loan against Govt. Bond 0 - - - -

8 | Accrued interests on Govt. bond 0 - - - -
Investment to Youth and Small

9 | Entrepreneurs Self-employment 0 - - - -
Fund

1o | Balance on domestic banks and 20 124,709,002.15 |  24,941,800.43 | 52,393,618.47 10,478,723.69
financial institutions

11 Loan against other banks' and 20 i i ) )
financial institutions' FD

12 | Foreign bank balance 20 - - - -

13 | Money at call 20 - - - -
Loan against internationally rated

14 20 - - - -
bank guarantee

15 Investment to internationally rated 20 i i i )
Banks

16 | Inter-bank lending 20 - - - -
Investment on

17 shares/debentures/bonds 100 i i i )

18 | Other investments 100 - - - -

19 | Loans &advances, bills 100 2,327,828,120.53 | 2,327,828,120.53 | 2,269,292,063.34 | 2,269,292,063.34
purchase/discount

20 | Fixed assets 100 9,380,405.88 9,380,405.88 10,874,935.15 10,874,935.15

o1 | Netinterestreceivables (ToralIR- |4, 43470,137.94 | 43,470,137.94 |  33,409,480.67 | 33,409,480.67
8 - Interest supsense)

22 | Net Non-Banking Asset 100 - -

g3 | Otherassets (Exceptadvance tax 100 17,744391.84  17,744391.84|  3,113,243.83 |  3,113,243.83
payment)

24 Real estate/r.eSIdentl-al housmg 150 i i ) )
loans exceeding the limits

Total On-Balance-sheet Items (A) 2,535,604,558.35 | 2,423,364,856.63 | 2,380,083,341.46 | 2,327,168,446.68
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B. Off-Balance-sheet Items
L Weight Current period Previous period
S.N. Description o
(%) Amount RWA Amount RWA
1 | Bills collection 0 - -
2 Forward foreign exchange 10 i i
contract
3 L/C with maturity less than six 20 i i
months (Outstanding value)
4 Guarantee against International 20 i i
rated bank's counter guarantee
5 L/C with maturity more than six 50 i i
months (Outstanding value)
Bid bond, performance bond and
6 N 50 - -
underwriting
7 Loan sale with repurchase 50 i i
agreement
Advance payment guarantee 100 - -
9 | Financial and other guarantee 100 - -
10 | Irrevocable loan commitment 100 - -
11 | Possible liabilities for income tax 100 - -
12 All typ.es of possible liabilities 100 ) i
including acceptance
13 | Rediscounted bills 100 - -
14 Unpau.i portion of partly paid 100 i i
share investment
15 | Unpaid guarantee claims 200 - -
1 | fimount to be maintained for 100 | 50,712,091.17|  50,712,091.17 | 47,601,666.83 |  47,601,666.83
operational risk
Total Off-Balance-sheet Items (B) 50,712,091.17 50,712,091.17 | 47,601,666.83 47,601,666.83
Total Risk Weighted Assets (A) + (B) 2,474,076,947.79 2,374,770,113.51
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At the month end of Ashadh, 2080
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Amount in NPR

S.N.

Description

Period

Current

Previous

A. Core Capital

Paid up Capital (ordinary shares)

151,554,532.50

151,554,532.50

Proposed bonus share

Share premium

Irredeemable preferential share

General Reserve Fund

23,348,529.98

23,348,529.98

Accumulated profit/(loss)

(3,928,101.71)

14,517,703.64

Profit & loss a/c as per balance-sheet

Capital Redemption Reserve Fund

O (0N (O |U1 W [ WIN [

Capital Adjustment Fund

Calls in advance

==
=]

Other Free Reserves

Deductions:

2,673,193.24

Goodwill

Deferred tax assets

2,673,193.24

Investment on shares and securities in excess of limits

Investment to the company having financial interests

o0 oo L

Fictitious Asset

(¢

Investment on land and building for self use not complying the
Directives of NRB

Investment on land development and housing construction in excess
of limits

Underwriting share not sold within the stipulated time

Credit and other facilities banned by the prevailing laws

Total Core Capital (A)

168,301,767.53

189,420,766.11

B. Supplementary capital

Provisions of loan loss made for pass loan

32,414,130.92

22,135,418.25

Additional loan loss provision

589,299.48

1,575,150.00

Hybrid capital instruments

Unsecured Subordinated Term Debt

Exchange Equalization Fund

Assets revaluation Fund (max. 2% of Supplementary capital is added
automatically)

N O (U)W

Investment adjustment Fund

Total Supplementary Capital (B)

33,003,430.40

23,710,568.25

C. Total Capital Fund (A+B)

201,305,197.93

213,131,334.36

D. Minimum capital Fund to be maintained based on Risk Weighted Assets:

Core Capital surplus by (Previous period surplus by 3.16 %)

1 Minimum Capital Fund Required (8.0 % of RWA) 197,926,155.82 | 189,981,609.08
2 | Minimum Core Capital Required (4.0 % of RWA) 98,963,077.91 94,990,804.54
3 | Capital Fund maintained (in %) 8.14% 8.97%
4 | Core Capital maintained (in %) 6.80% 7.98%
5 | Capital Fund surplus by (Previous period surplus by 1.72 %) 3,379,042.10 23,149,725.28
6

69,338,689.61

94,429,961.57
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