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Independent Auditor's Report

T the Shareholders,
Sampada Laghuhitta Bittiya Sanstha Limited.

Repaort on the Awdit of the Finaneinl Statemenis

Qualified Dhpinkon:

We khave gisdied the accampanying financial statements of Sampada Laghabitta Bittiya Sanstha Limiied
{"Microfinance” or "SMPEDA =), which compriss the statement of financial position &5 of Aashadhb 31,
2081 (July 15, 2024% the stmement of proft or loss (ncluding oiber comprehensive income), the
stalement of changes in equity, and the statement of cash Naws for the year then ended. along with &
summary of significant accounting policies and other explanatory information.

In oar opinion, except for the possible effects of the matter deseribed in the Basis for Qualificd Opinion
section of our repont, the financial statements presend fairly, in all material respects, the Financial
pasition of SMPDA s at Aashadh 31, 2081 (July 15, 2024) and its financial performance and cash
flows for the year then ended in sccordance with Mepal Financial Reporting Standards (NFRS) with
allowed carveouts, comply with Companies Act,2063 and Bank and Financial Institutions Acl. 2073,

Basis for Qualified Opinion:

The Company has mot conducted actuarial valuation of #s defined beneflt obligations and other lang
lerm employee benefits as required by MAS 19-Employee Benefits, Consequently, we were umable 1o
deserming whether any adjustments might be necessary conceming employee bemefit abligations,
related expenses, and dist|osures.

We conducted our audit In sccordance with Mepal Standards on Auditing (NSAs). Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the
Fimancial Staiements seclion of aur reparl We are independent of the Company and have fulfilled aar
other ethical responsibilities in accordance with the ICAM'S Code of Ethics for Professional
Aceountants.

Key Audit Matter; Dur Assessment of risks of materisl missiatements

Key audit matters are those manier that, in cur professional judgement, were of mest significance in the
audit al the lineneial stalements and include he most significant assessed rsks of material misstatement
{whether or not due 1o frowd), idemtified, induding those which had the greatess elfect on: the overall
sudil sirategy, the allocation of resources in the audit, and directing the efforts of the engagement team.
We summarize bebow the key audit matters topether with our keys andit procedures to address 1hose
matters and, as required For the public interest entitics,

sncifites
P Aszo T
FraasnaLe HERAe
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The SMIPDA's key fMinancial aceounting and
reporting processes ane highly dependent on the
automated control over the SMPDA'S IT wysiem,
There s o risk thal gaps in the change
manapement, scpregation of didies or users
pcoess management controls (in relation to key
financial ncoounting and reporting sysbema) may
undermine our ability 10 place some reliance
thereon bn our pudid.

rights on the accounting nmd r:pmlng
aysiern of SMPIDA.

b} We obtained and inspected the chanpe
managemenl process and, for a sample of
chamges in Inputs and control fenctiony
on the sysiems, has been reviewed to
conflrm  that  changes had  been
performed  in line  with  spproved
decisinn.

c) We have tested a sample of outputs
pariicularly  Interesi  income  and
expenses on loans and advances of the
aystem through mamieal caleulatlon,

We consldered the chanpe mansgemen,
segregation of dulkes controbs and owiputs in
relation o Tinancial sccounting and reporting
syslems o be acceplable,

Loan Loss Provisien

Az per NRB Unified  Directives  for
Microfinance, the company shall measure
impairment loss on loans and advances at the
higher af:

a) Amouni derived as per norms prescribed
by Mepal Rashtra Dank for loan loss
prowisioning, and

b) Amount determined as per para 63 of NAS
39 adopting incurred loss model.

As per norms peescribed by NRB, provision at
prescribed rate should be created on loans and
advances based on overdes stats on loans and
advances as well as utilization of loan, siEius of
collateral and status of barmower, elc,

As per HAS 19 read with NFRS 9, impairment ol
Inans and advances should be made on individual
impairment basis for loans and advances that are
individually
impairment basis for homogenous groups of
bpans thal are nel considered ||1|jiu'i|ﬂ|.|.|[|:|I
significant. The Inpalrment of loans  and
advances unmder incumred loss modsl require
assessment of future cash fows a5 well os
historical loss experience of portfolios.

The caleulation of lean loss provision is regarded

Our  procedures  reganding  verification  of
impairment of loans and sdvances included:
a. Reviewed the MRB 2.2 report and falfied
with the overdue siatus of report,

b, Reviewsd sample credit files for loan
utilization, borrower credit history and
physical verification of collsteral (iF
applicable) of the lsan,

e, Grouping af homogenows growp of losns
wire gasessed on the basis of nature and
purposes of loans and data of historical
boss experience in porifolios in porifolios
are assessed on the basis of past due data
froem the system softwane as well 23 data
af loam loss provisions of the defimed

| a8 a key awdit matier
Business Combinatlon

The Company completed & business combination
during the vear, which involved the scquisition of
Sabaiko Laghubiita Bittiya Santha Limited. This
transaction required significant jisdgment in

determining the fair value of identifiable assets

group in the past.
significamt  and  colledive
Orir procedures Inelude:

2. We reviewed the purchase agreement
and assessed the sccounting trestment
of the business eombination  in
accordance with relevant  (linancial

reporting siandards.
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acquired and labilites assumed. As the business b.  We evalusted manngement’s process fiw
comhination was conducted based on o 1] swap ldemtifying amd  voluing the pssels
ralio, o poodwill was recognized, The valuation acypuired and linbilithes assumed.
of nssets and labilites sl required careful ¢ We confirmesd whether the accounting
consideration of factors swch as fulure cash for business combination was in
Maws, discouni rates, and markel assumptions, accordance with MFHS 13- Business
Ciiven the flinancial significance and ihe Combination together with Explanatory
gomplexity of the accounting trealment, (his was Mote on Accounting for Business
identified as a key audil matler, Combination issucd by The Institute of |
Chartered  Accountaris of Nepal on
207904715,

d. We werified that mo goodwill was
recognized due 1o the ;1 swap ratio and |
assessed the adequacy of disclosures
related 1o the business combination in
the Mnancial statements.

Orther Matters

Erstwhile Sadhana Laghubitia Biniyva Sanstha Limited acquired Sabaiko Laghubiita Bitiya Sanstha
Limited and the joint operations commienced from 30 Ashadh 2081 under the name Sampada Laghubitta
Bittiya Sanstha Limited. The financial statements of SMPDA as at 31 Ashadh 2081 include the details

of Sabaiko Laghubitta Biniyva Sanstha Lid as a1 29 Ashadh 2081, which were not audited by us.

Imformation Other than the Finaacial Statements and Awvditor's Report Thereon

The directors are responsible for the other information such as "Repont of Board of Directors
Chairman's ststements” to be presented in the *Sampada Laghubitta Bittiya Sanstha Limited” Annual
Report and Accounts for FY 2080vE | (2023-24). Our opinion on the Financial Statements does not cover
that other information and, accordingly, we do not express any form of assurance or conclusion thereon.

In connection with our awdit of the financial statements, our responsibility is to read the other
information and, in doing so, conslder whether the other information is materially inconsistent with the
financinl stalements or our knowledpe obinined during the course of our audit or otherwise appedrns bo
T rrl.nhcrhll:_'f mkslated. As the other snformation documents are in the process af rmpl!'lhl'i, 1he
management s provided written representations that fnal version of the documents will be provided
when available

Responsibilities of Monapement and Those Charged with Geovernance for the Financial

Statemenis.
BManagement is responsible for the preparation and fair presentation of the financial staements in

accordance with Mepal Accounting Standards, and for such internal control as management delermines
is mecessary 1o enabde the preparation of financial statements that are free from matedial misstatement,
whether due to fmud or emor,

In preparing the financial statements, management is responsible for assessing the Company's ability to
cominue a5 & going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or 1o
cease operations, or has no realistic alternative but o do so.

Those charged with governance are responsible for overseeing the Company®s financial reparting
PSS,

B Wiy Woraidt
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Chur objectives ane to obiakn rensonable assumnce aboul whether the financial sistements as a whinole are
froe from maberinl misstatement, whether due to frosd or error, and 1o issee en audiior's report tha
tncludes our apinion, Beazonable assurance is a high bevel of assurance, but is not a guarantee that an
audil conducied in sccondance with N5As will always detect a material misstaternent when it exists.

Misstatemnents can arise from fraud or ermor and are considered material if. individually or in the
aggregnie, they could reasonably be expected to influence the cconomic decisions of users taken on the
basis of these financial statements.

As part of an aodit in sccordamce with NSAs, we exercise professional judpment and mainiain
professional skepticism throughout the audit. We also:

= ldentify and assess the risks of material misstaternent of the financial statements, whether due in
fraud or emor, design and perform audit procedures responsive to those risks, and ablain audit
evidence that is sufficient and appropriate to provide & basis for our opinien, The risk of not
detecting & material misstaternent resulting from fraud is higher than for one resulting from error.
s fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

= (Muain an wnderstanding of internal control relevant to the awdit in order to design awdit
procedures that are appropriate in the circwmstances, bul not for the purpose of expressing an
opinien on the effectiveness of the Company's imernal control.

= Evalusie the appropristensss of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

=  Conclude on the appropristencss of management's use of the going concern basis of accounting
and, based an the audii evidence obtained, whether a material uncerialnty exisis related to events
or conditions that may cast significani doubt on the Company™s ablility to continue as & going
concern. IF we conclude thal a material uncertainty exisis, we ane required to draw athention in
our auditor's report 1o the related disclosures in the financial staiements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence oblained up
to the date of our auditor's report. However, fulure events or conditions may cause the Company
to cease i conlinue as A going concerm.

¢ Ewvaluate the overall presentation, structurg and corient of the financial staterments, including the
disclosures, and whether the financial staterments represent the underlying transactions and evends
in a manner that achieves fair presentation.

We communicale with those chamged with governance regarding, among olher maliers, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
inlernal control that we identl fy during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
maiters that may reasonably be thought to bear on our independence, and where applicable, related

safeguards,
Repori on Ciher Legal and Regulalory Reguirements

Based on our ecamination, we would like to further repor that:
i.  We have obtained all the information and explanstions, which to the best of our knowledge
and beliel were necessary for the purposs of audil
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i, The acocunts and records of the Microfinance has been maintained as required by law,
jil.  Financial statements are in agreement with the books of account maintained by the
Microfinance,
iv.  During the financial year, a total smount of Rs. 1,55.90,937 was misappropriated by varios
employees of the Microfinance, The amount has been fully provided for,
¥ The capital fund, risk bearing fund and the provision for probable impairment of asset of the
Microfinance are sdequate as per the directives issued by Nepal Rashira Bank.
wi.  lmour opinion and 10 the best of our information and acgording to the explanation given to us,
the Board of Directors, the representative or any employes of the SMPDA has nof acted
contrary 1o the provision of law relating to accounts nor caused direct loss or damage 1o the
Microfinance deliberately or acted in & manner that would feopardizse the interest and security
of the Microfinance.
vit.  The operations of the Microfinance were within its jurisdiction,
vitl.  The Micrafinance has not acted in a manner to jeopardize the interest and security of the
depaditons and invesiors
.  The Microfinance has a centralized care accounting system and details received from branches
of the Microfinance though the siatements are independently not audited, were adequate for
the purpose of owur awdit,
%  The busingss of the company has been conducted satisfactorily and cperated within its
Jurisdiction and has been functioning as per the NRB Directives.

For 3. Associates,
Chartered Accountanty

Prabin Baral, FCA

Proprieior
LIDM: 250224 C ADI03 TngaiNe

Drate: 1 | Falgun, 2081
Place: Kathmandu, Mepal
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Sampada L aghubitta Biyttiya Sanstha L td.
Statement of Financial Position

Ason 31% Ashadh, 2081

Amount in NPR

Particulars Note | Asat 31st Ashadh 2081 Asat 31st Ashadh 2080
Assets
Cash and Cash Equivalents 4.1 39,97,09,064.83 12,11,39,571.16
Statutory Balances & due from Nepal Rastra Bank 4.2 4,96,11,403.76 2,65,33,333.34
Placement with Bank and Financial Institutions 4.3 - -
Derivative Financial Instruments 4.4 - -
Other Trading Assets 45 - -
Loans and Advances to MFIs & Co-operatives 4.6 - -
Loans and Advances to Customers 4.7 9,75,41,58,386.35 5,08,80,28,137.42
Investment Securities 4.8 - -
Current Tax Assets 49 1,52,22,010.20 83,58,051.45
Investment Property 4.10 - -
Property and Equipment 411 8,42,49,642.73 5,43,93,064.17
Goodwill and Intangible Assets 412 6,37,665.23 5,92,787.69
Deferred Tax Assets 413 1,98,39,518.72 73,52,013.35
Other Assets 414 1,97,91,068.93 37,04,818.29
Total Assets 10,34,32,18,760.74 5,31,01,01,776.87

Asat 31st Ashadh 2081 Asat 31st Ashadh 2080
Particulars Note
Liabilities
Dueto Bank and Financia Institutions 4.15 - -
Dueto Nepal Rastra Bank 416 - -
Derivative Financial Instruments 4.17 - -
Deposits from Customers 4.18 2,54,32,13,058.09 1,28,37,85,337.98
Borrowings 4.19 6,56,28,54,913.37 3,40,04,02,076.43
Current Tax Liabilities 49 - 18,37,500.00
Provisions 4.20 - -
Deferred Tax Liabilities 4.13 - -
Other Liabilities 421 26,34,28,918.77 11,80,34,152.69
Debt Securities Issued 4.22 - -
Subordinated Liabilities 4.23 - -
Total Liabilities 9,36,94,96,890.23 4,80,40,59,067.10
Equity
Share Capita 4.24 70,08,58,345.00 38,22,58,345.00
Share Premium - -
Retained Earnings (4,47,50,522.41) (1,40,96,044.85)
Reserves 4.25 31,76,14,047.93 13,78,80,409.61
Total Equity 97,37,21,870.51 50,60,42,709.77
Total Liabilitiesand Equity 10,34,32,18,760.74 5,31,01,01,776.87
Contingent Liabilities and Commitments 4.26 - -
Net Assets Vaue per share 138.93 132.38

As per our report of even date
K rishna Bahadur Thapa Dr. Narahari Dhakal  Jiba MoortiPant  Pradeep Sigdel Sharma Prabin Baral, FCA
Chairperson Director Director Director Propri etor
B.P. Associates
Chartered Accountant
Shyam Prasad Shrestha Dinesh Aryal Keshab Kumar Paudel Rupesh Kumar Jha
Director Director Chief Executive Officer Chief Finance Officer

Date: 2081.11.11
Place Kathmandu

Ry G




AouGH orefaa fadier sizen foifdies
7 Sampada Laghubitta Bittiya Sanstha Limited

aifdes ufddgel - 20c0/ca

Sampada L aghubitta Biyttiya Sanstha L td.
Statement of Profit or Loss

For the year ended 31% Ashadh, 2081

Amount in NPR

Particulars Note FY 2080/81 FY 2079/80
Interest Income 4.27 78,84,53,811.20 77,35,13,783.08
Interest Expense 4.28 48,77,84,848.00 52,82,12,598.14
Net Interest Income 30,06,68,963.20 24,53,01,184.94
Fee and Commission Income 4.29 6,08,74,118.10 5,84,73,763.23
Fee and Commission Expense 4.30 - -
Net Fee and Commission |ncome 6,08,74,118.10 5,84,73,763.23
Net Interest, Fee and Commisson | ncome 36,15,43,081.30 30,37,74,948.17
Net Trading Income 431 - -
Other Operating Income 4.32 8,45,896.44 7,78,746.21
Total Operating Income 36,23,88,977.74 30,45,53,694.38
Impairment Charge/ (Reversal) for Loans and Other Losses 4.33 1,75,56,685.37 4,05,66,406.98
Net Operating Income 34,48,32,292.37 26,39,87,287.40
Operating Expense
Personnel Expenses 434 16,48,39,565.53 16,17,13,367.68
Other Operating Expenses 435 6,30,11,732.70 6,75,87,756.56
Depreciation & Amortisation 4.36 1,86,18,098.72 1,72,95,984.56
Operating Profit 9,83,62,895.41 1,73,90,178.60
Non Operating Income 4.37 - 2,62,495.49
Non Operating Expense 4.38 - -
Profit Before Income Tax 9,83,62,895.41 1,76,52,674.09
Income Tax Expense 4.39

Current Tax 3,09,58,744.77 95,08,682.80

Deferred Tax (60,16,939.38) (21,51,377.88)
Profit for the Year 7,34,21,090.02 1,02,95,369.17
Profit Attributableto:

Equity-holders of the Financial Institution 7,34,21,090.02 1,02,95,369.17
Non-controlling interest - -
Profit for the Year 7,34,21,090.02 1,02,95,369.17

Earningsper Share
Basic Earnings per Share 10.48 2.69
Diluted Earnings per Share 10.48 2.69

As per our report of even date

KrishnaBahadur Thapa Dr. Narahari Dhakal ~ Jiba Moorti Pant  Pradeep Sigdel Sharma Prabin E_Baral, FCA
Chairperson Director Director Director Proprietor
B.P. Associates
Chartered Accountant
Shyam Prasad Shrestha Dinesh Aryal Keshab Kumar Paudel Rupesh Kumar Jha
Director Director Chief Executive Officer Chief Finance Officer

Date: 2081.11.11
Place Kathmandu

Ry G
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Sampada L aghubitta Biyttiya Sanstha L td.
Statement of Comprehensive Income

For the year ended 31% Ashadh, 2081

Amount in NPR

Particulars Note FY 2080/81 FY 2079/80
Profit for the year 7,34,21,090.02 1,02,95,369.17
Other Comprehensive Income, Net of |ncome Tax
a) Itemsthat will not bereclassified to profit or loss
Gaing/(losses) from investment in equity instruments measured at fair value - -
Gaing/(losses) on revauation 8,11,054.32
Actuarial gaing/(losses) on defined benefit plans 24,80,900.00
Income tax relating to above items - (9,87,586.30)
Net other comprehensive income that will not bereclassified to profit or loss| - 23,04,368.02
b) Itemsthat are or may bereclassified to profit or loss
Gaing/(losses) on cash flow hedge
Exchange gaing/(losses)(arising from translating financial assets of foreign
operation) - -
Income tax relating to above items - -
Reclassify to profit or loss - -
Net other comprehensiveincomethat are or may bereclassified to profit or
loss - -
Other Comprehensive Income for the year, Net of Income Tax - 23,04,368.02
Total Comprehensive Income for the Year 7,34,21,090.02 1,25,99,737.19
Total Comprehensive Income attributable to:
Equity-holders of the Financial Institution 7,34,21,090.02 1,25,99,737.19
Non-controlling interest - -
Total Comprehensive Income for the Period 7,34,21,090.02 1,25,99,737.19

As per our report of even date

KrishnaBahadur Thapa Dr. Narahari Dhakal  Jiba Moorti Pant  Pradeep Sigdel Sharma Prabin Ba_ral, FCA
Chairperson Director Director Director Proprietor
B.P. Associates
Chartered Accountant
Shyam Pr_asad Shrestha Dinesh Aryal Keshab Kumar Paudel Rupesh Kumar Jha
Director Director Chief Executive Officer Chief Finance Officer

Date: 2081.11.11
Place Kathmandu
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Sampada L aghubitta Biyttiya Sanstha Ltd.

Statement of Cash Flows
For the year ended 31% Ashadh, 2081

Amount in NPR

Particulars FY 2080/81 FY 2079/80

CASH FLOWSFROM OPERATING ACTIVITIES

Interest Received 73,65,78,517.15 74,33,03,852.91
Fee and Other Income Received 6,08,74,118.10 5,95,15,004.93
Dividend Received -
Receipts from Other Operating Activities 8,45,896.44 -
Interest Paid (48,77,84,848.00) (52,20,77,800.65)
Commissions and Fees Paid -
Cash Payment to Employees (16,48,39,565.53) (16,17,13,367.68)
Other Expenses Paid (6,30,11,732.70) (6,78,86,634.71)
Operating Cash Flows before Changesin Operating Assetsand Liabilities 8,26,62,385.46 5,11,41,054.80
(Increase) Decrease in Operating Assets

Due from Nepal Rastra Bank -
Placement with Banks and Financial Institutions -
Other Trading Assets -
Loans and Advances to Bank and Financial Institutions -
Loans and Advances to Customers (4,61,75,14,976.51) 34,06,02,938.77
Other Assets (3,03,82,914.38) (8,76,425.77)
Increase (Decrease) in Operating Liabilities

Due to Banks and Financials Institutions -
Dueto Nepal Rastra Bank -
Deposit from Customers 1,25,94,27,720.11 (5,84,05,088.37)
Borrowings 3,16,24,52,836.94 (28,04,14,399.02)
Other Liabilities 11,25,13,552.70 (3,09,93,523.12)
Net Cash Flow from Operating Activities before Tax Paid (3,08,41,395.69) 2,10,54,557.29
Income Tax Paid (3,96,60,203.52) (87,32,548.28)
Net Cash Flow from Operating Activities (7,05,01,599.21) 1,23,22,009.01
CASH FLOWSFROM INVESTING ACTIVITIES

Purchase of Investment Securities -
Receipts from Sale of Investment Securities -
Purchase of Property and Equipment (1,56,38,341.43) (44,71,046.61)
Receipts from Sale of Property and Equipment -
Purchase of Intangible Assets -
Purchase of Investment Properties -
Receipts from Sale of Investment Properties -
Interest Received -
Dividend Received -
Net Cash Used in Investing Activities (1,56,38,341.43) (44,71,046.61)
CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from Issue of Debt Securities -
Repayments of Debt Securities -
Receipts from Issue of Subordinated Liabilities -
Repayments of Subordinated Liabilities -
Receipt from Issue of Shares 31,86,00,000.00 -
Dividends Paid (32,12,255.00)
Interest Paid -
Other Receipts/Payments 6,91,87,504.73 2,62,495.49
Net Cash from Financing Activities 38,77,87,504.73 (29,49,759.51)
Net Increase (Decrease) in Cash and Cash Equivalents 30,16,47,564.09 49,01,202.89
Cash and Cash Equivalents at Shrawan 01, 2080 14,76,72,904.50 14,27,71,701.61
Effect of Exchange Rate fluctuations on Cash and Cash Equivalents Held - -
Cash and Cash Equivalents at Ashadh 31, 2081 44,93,20,468.59 14,76,72,904.50

As per our report of even date

Krishna Bahadur Thapa Dr. Narahari Dhakal ~ Jiba Moorti Pant Pra&eep Sigdel Sharma Prabin Baral, FCA

Chairperson Director Director Director Proprietor
B.P. Associates
Chartered Accountant
Shyam Prasad Shrestha Dinesh Aryal K eshab K urmar Pauddl Ruﬁé{ P
Director Director Chief Executive Officer Chief Finance Officer
Date: 2081.11.11
Place Kathmandu
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Sampada L aghubitta Biyttiya Sanstha L td.
Statement of Distributable Profit or Loss

For the year ended 31% Ashadh, 2081
(Asper NRB Regulation)

Particulars FY 2080/81 FY 2079/80
Opening balancein Retained Earnings (1,40,96,044.85) 7,11,42,455.07
Adjustments:
a Cash Dividend Paid - (32,12,255.00)
b. Bonus Shares issued - (6,10,32,845.00)
C. Share issue expenses - (6,06,097.69)
d. Transfer from CSR Fund 6,71,887.00 2,36,130.00
e. Transfer from Client Protection Fund -
Balancein Retained Earnings after aforementioned appropriations (A) (1,34,24,157.85) 65,27,387.38
Net profit or (loss) asper statement of profit or loss 7,34,21,090.02 1,02,95,369.17
Appropriations:
a Genera reserve 1,46,84,218.00 20,59,073.83
b. Foreign exchange fluctuation fund - -
c. Capital redemption reserve - -
d. Corporate social responsibility fund 7,34,210.90 1,02,953.69
e. Employees training fund - -
f. Client Protection Fund 7,34,210.90 1,02,953.69
g. Other
Other Reserves (Restructured LLP Adjustment) 1,47,58,195.20 21,70,337.58
Other Reserves (Employee Training Fund) - 24,03,581.26
Profit or (loss) beforeregulatory adjustment 4,25,10,255.02 34,56,469
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) (3,26,81,435.25) (1,90,32,256.01)
b. Short loan loss provision in accounts (-)/reversal (+) - -
¢. Short provision for possible losses on investment (-)/reversal (+) - -
d. Short loan loss provision on Non Banking Assets (-)/resersal (+) - -
e. Deferred tax assets recognised (-)/ reversal (+) (60,16,939.38) (73,52,013.35)
f. Goodwill recognised (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognised (-)/resersal (+) - -
h. Acturial loss recognised (-)/reversal (+) - 23,04,368.02
i. Other (+/-) 56,20,483.75 -
Distributable profit or (loss) for theyear (B) 94,32,364.13 (2,06,23,432.22)
Transfer frommerger(C) (4,07,58,728.70)
Closing balance in retained ear nings (A+B+C) (4,47,50,522.41) (1,40,96,044.85)

Dr. Narahari Dhakal

Krishna Bahadur Thapa

Shyam Prasad Shrestha

Dinesh Aryal

Date: 2081.11.11
Place Kathmandu

Jiba Moorti Pant

Pradeep Sigdel Sharma

Keshab Kumar Paudel

As per our report of even date

Prabin Baral, FCA
Proprietor

B.P. Associates
Chartered Accountant

Rupesh Kumar Jha
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Sampada Laghubitta Bittiya Sastha Limited

Notes to the Financial Statements
For the period ended 31%' Ashadh 2081

1. Reporting Entity

Sampada Laghubitta Bittiya Sanstha Ltd. ("The Microfinance') is a newly formed entity
resulting from the merger of Sadhana Laghubitta Bittiya Sanstha Limited and Sabaiko
Laghubitta Bittiya Sanstha Limited. The joint operation commenced on July 14, 2024. The
merged institution continues as a national-level microfinance institution, licensed by Nepal Rastra
Bank as a 'D' class financial institution, aimed at providing financial services to underserved
populations across Nepal. The microfinance has its registered central office at Bandipur Rural
Municipality 1, Tanhun Nepal. The microfinance is operating as a D Class licensed financial institution
as per Bank and Financial Institution Act, 2073. The Microfinance is a limited liability company having
its shares listed on Nepal Stock Exchange with trading code “SMPDA™.

Prior to the merger, Sadhana operated 93 branches serving 104,661 households, while Sabaiko managed
over 90 branches, reaching 76,241 households in unbanked communities. Following the merger, the
combined entity has grown to 183 branches across all seven provinces. By the end of this fiscal year, the
microfinance institution is serving 177,902 households through its expanded network. Its mission
focuses on enhancing access to financial services for poor and marginalized women, fostering a culture
of saving, promoting income generation, supporting micro-enterprise development, and providing social
security services to its members.

Being D Class licensed institution, major activities of the microfinance include deprived sector lending
under the group guarantee without collateral in order to enhance economic and social factors of the
members. Also, the microfinance provides microenterprise loan (collateral loan) to its members within
the limit as prescribed by Nepal Rastra Bank from time to time. The major sources of fund are savings
from members along with loan fromother BFIs and Equity holders’ fund.

2. Basis of Preparation

2.1.

2.2.

The financial statements of the Bank have been prepared on accrual basis of accounting in accordance
with Nepal Financial Reporting Standards (NFRS) as published by the Accounting Standards Board
(ASB) Nepal and pronounced by The Institute of Chartered Accountants of Nepal (ICAN) and in the
format issued by Nepal Rastra Bank in Directive No. 4 of NRB Directives, 2081.The financial statements
comprise the Statement of Financial Position, Statement of Profit or Loss and Statement of Other
Comprehensive Income shown in a single statement, the Statement of Changes in Equity, the Statement
of Cash Flows and the Notes to the Accounts.

Statement of Compliance

The separate financial statements of the Microfinance, have been prepared in accordance with Nepal
Financial Reporting Standard (NFRS) issued by Accounting Standard Board (ASB) of Institute of
Chartered Accountants of Nepal. Consolidated financial statements have not been prepared since the
microfinance does not have any investments in entities classified as associate, subsidiary or a joint arrangement.
The financial statements are based on the formats mandated by the Directive No. 4 of The Unified
Directives, 2081 as made applicableby the Nepal Rastra Bank.

Previous year’s figures have been regrouped/reclassified wherever necessary to conform with the current
year’s classification / disclosures.

Reporting Period and Approval of Financial Statements

The microfinance follows the Nepalese financial year based on the Nepali calendar, starting from the
I** Shrawan and ending on the last day of Ashadh. The current year period refers to the 1% Shrawan
2080 to the 31°" Ashadh 2081 as per the Nepalese calendar, and the corresponding previous year period
is from the 1** Shrawan 2079 to the 31 Ashadh 2080, as per the Nepalese calendar, along with the
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necessary and related notes.

The Board of Directors acknowledges the responsibility for the preparation and presentation of financial
statements as per the provision of The Companies Act, 2074 (First Amendment).

These financial statements were authorized for issue by the Board of Directors as on 2081.11.11 and
recommended for the approval by shareholders in the 8" Annual General Meeting.

2.3. Functional and Presentation Currency
The financial statements are presented in Nepalese Rupees (NPR) which is the currency of the primary
economic environment in which the Microfinance operates. The financial information presented has been
rupee except where otherwise stated.

2.4. Use of Estimates, Assumptions and Judgments
The preparation of financial statements requires management to make judgments, estimates and
assumptions in the application of accounting policies that affect the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates. Continuous evaluation is done on
the estimation and judgments based on historical experience and other factors, including expectations of
future events that are believed to be reasonable. Revisions to accounting estimates are recognized
prospectively in current and future periods.

2.5. Change in Accounting Policies
The accounting policies are applied consistently to all the periods except where deviations have been
explicitly mandated by the applicable accounting standards presented in the financial statements.

2.6. New Standards issued but not yet effective
NFRS-9, Financial Instrument replaces the existing standard relating to Financial Instrument which
provides guidelines for expected credit loss model for impairment of the financial assets. This standard
is neither issued nor made applicable by the Institute of Chartered Accountantsof Nepal (ICAN). Thus,
the financial assets are recognized, measured, presented and disclosed using NAS-32 Financial
Instrument- Presentation, NAS-39 Financial Instrument-Recognition and Measurements and NFRS-7
Financial Instrument- Disclosure.

2.7. New Standards and Interpretation not adopted
e [FRS-9 has been internationally made applicable by International Accounting Standard Board from
Ist January 2018 but the same has not beenadopted by the ICAN. Thus, this standard was not
considered in the financial statement.

e Other amendments in existing standards and interpretations issued by IASB are not adopted as those
are not notified by ICAN.

2.8. Discounting
The non-current assets and liabilities are discounted whenever the discounting is material and if required
by the NFRS.

2.9. Adoption of New and Revised Standard on Lease
In the current year, the Microfinance has applied NFRS 16 Leases (as issued by the ASB) that is effective
for annual periods that begin on or after 1 Shrawan 2078.

NFRS 16 introduces new or amended requirements with respect to lease accounting. It introduces
significant changes to lessee accounting by removing the distinction between operating and finance lease
and requiring the recognition of a right-of-use asset and a lease liability at commencement for all leases,
except for short-term leases and leases of low value assets when such recognition exemptions are adopted.
Details of these new requirements are described herewith. The impact of the adoption of NFRS 16 on the
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financial statements is described below.

The date of initial application of NFRS 16 for the Microfinance is 1 Shrawan 2078.

The Microfinance has applied NFRS 16 using the modified retrospective approach which:

e Requires the Microfinance to recognize the effect of initially applying NFRS 16 by considering the
date of initial application as the date of commencement of lease.

¢ Does not permit restatement of comparatives, which continue to be presented under NAS 17 and
IFRIC 4.

Impact of New Definition of a Lease
The Group has made use of the practical expedient available on transition to NFRS 16 not to reassess whether
a contract is or contains a lease. Accordingly, the definition of a lease in accordance with NAS 17 and IFRIC
4 will continue to be applied to those leases entered or changed before 1 Shrawan 2076.
The change in definition of a lease mainly relates to the concept of control. NFRS 16 determines whether a
contract contains a lease on the basis of whether the customer has the right to control the use of an identified
asset for a period of time in exchange for consideration. This is in contrast to the focus on ‘risks and rewards’
in NAS 17 and IFRIC 4.
The Microfinance applies the definition of a lease and related guidance set out in NFRS 16 to all lease
contracts entered into or changed on or after 1 Shrawan 2078. In preparation for the first-time application of
NFRS 16, the Microfinance has carried out an implementation project. The project has shown that the new
definition in NFRS 16 will not significantly change the scope of contracts that meet the definition of a lease
for the Microfinance.
Former operating leases
NFRS 16 changes how the Microfinance accounts for leases previously classified as operating leases under
NAS 17, which were off balance sheet.
Applying NFRS 16, for all leases (except as noted below), the Microfinance:
= Recognizes right-of-use assets and lease liabilities in the consolidated statement of financial position,
initially measured at the present value of the future lease payments, with the right-of-use asset
adjusted by the amount of any prepaid or accrued lease payments in accordance with NFRS
16:C8(b)(ii)
= Recognizes depreciation of right-of-use assets and interest on lease liabilities in the consolidated
statement of profit or loss;
= Separates the total amount of cash paid into a principal portion (presented within financing activities)
and interest (presented within financing activities) in the consolidated statement of cash flows.

Under NFRS 16, right-of-use assets are tested for impairment in accordance with NAS 36.

For short-term leases (lease term of 12 months or less) and leases of low-value assets, the Microfinance has
opted to recognize a lease expense on a straight-line basis as permitted by NFRS 16. This expense is
presented within ‘Note 4.35- Other operating expenses’ in the statement of profit or loss.

The Microfinance has used the following practical expedients when applying the modified retrospective
approach to leases previously classified as operating leases applying NAS 17.

= The Microfinance has applied a single discount rate to a portfolio of leases with reasonably similar
characteristics.

= The Microfinance has elected not to recognize right-of-use assets and lease liabilities to leases for which
the lease term ends within 12 months of the date of initial application.

= The Microfinance has excluded initial direct costs from the measurement of the right-of-use asset at the
date of initial application.

= The Microfinance has used hindsight when determining the lease term when the contract contains
options to extend or terminate the lease.

3. Significant Accounting Policies
3.1. Basis of Measurement
The Financial Statements of Microfinance have been prepared on the historical cost basis, except for the
following material items:
Items Basis of Measurement
Retirement Benefit Obligations Present value of defined benefit obligations less the fair value of the
plan assets
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Other Long Term Employee Present value of defined benefit obligations less the fair
Benefits Obligations value of the plan assets
3.2.Basis of Consolidation
Business combinations are accounted for using the acquisition method in line with the NFRS 3
"Business Combination". The consideration transferred in the acquisition and identifiable net assets
acquired are measured at fair value. Any goodwill that arises is tested annually for impairment. Any
gain on a bargain purchase is recognized in profit or loss immediately. Transaction costs are expensed
as incurred, except ifthey are related to the issue of debt or equity securities.
The microfinance doesn’t have any interest in other entities requiring consolidation as per NFRS 10
Consolidated Financial Statements.

3.3.Cash & Cash Equivalent

The cash and cash equivalents for the purpose of cash flow statement include cash in hand, balances
with banks and financial institutions, money at call and short notice and highly liquid financial assets
with original maturity of three months or less from the acquisition date that are subject to and
insignificant risk of changes in their fair values and are used by the microfinance in the management
of its short-term commitments.

Cash and Cash equivalents includes cash in hands, deposits with BFIs and other short-term investments
with original maturities of three months or less. Details of Cash and Cash Equivalents are presented
under Note 4.1.

3.4. Financial Assets and Financial Liabilities

3.4.1 Recognition

The Microfinance recognizes financial assets and financial liabilities when it becomes a party to the
contractual provisions of the instrument. Allfinancial assets and liabilities are measured at fair value on
initial recognition. Transaction costs in relation to financial assets and financial liabilities, other than
those carried at fair value through profit or loss (FVTPL), are added to the fair value on initial
recognition. Transaction costsin relation to financial assets and financial liabilities which are carried at
fair value through profit or loss (FVTPL), are charged to the statement of profit and loss as and when
incurred.

3.4.2 Classification and Measurement

The financial assets and liabilities are subsequently measured at amortized cost or fair value on the basis
of business model for managing the financial assets and the contractual cash flow characteristics of the
financial assets.

3.4.2.1 Financial assets
Financial assets are classified under three categories as required by NFRS 9, namely:

a. Measured at amortized cost:

Financial assets that are held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows thatare solely payments of principal and interest, are
subsequently measured at amortized cost using the effective interest rate (‘EIR’) method less
impairment, if any. The amortization of EIR and loss arising from impairment, if any is recognized
in the Statement of Profit and Loss.

b. Measured at fair value through OCI:

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. Fairvalue
movements are recognized in the other comprehensive income (OCI).

Equity Instrument which are held as long-term strategic investments and not for trading for which
the Microfinance makes an irrevocable election to carry the changes in fair value of the instrument
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through OCI are measured at Fair Value through other Comprehensive Income.

c. Measured at fair value through profit or loss:

The Microfinance classifies the financials assets as fair value through profit or loss if they are held
for trading or designated at fair value throughprofit or loss.

Any other financial asset not classified as either Financial Assets at amortized cost or Financial Assets
at FVTOCI, is classified as Financial Assets at FVTPL.

3.4.2.2 Financial Liabilities

Financial liabilities are classified under two categories as required by NFRS 9, namely:

a. Financial liabilities at fair value through profit or loss:
Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition at fair value through profit or loss. Upon
initial recognition, transaction cost is directly attributable to the acquisition are recognized in
Statement of Profit or Loss as incurred. Subsequent changes in fair value are recognized at profit
or loss.

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

3.4.3 De-recognition

The Microfinance derecognizes a financial asset when the contractual rights to the cash flows from the
financial asset expire or it transfers the contractual rights to receive the cash flows from the asset.

A financial liability is derecognized when the obligation specified in the contract is discharged, cancelled
or expires.

3.4.4 Determination of Fair Value

The fair value of a financial instrument is the price that would be received to sell an asset or paid to

transfer a liability in an orderly transactionbetween market participants at the measurement date.

The Microfinance follows three levels of the fair-value-hierarchy as described below:

Level 1:  Quoted (unadjusted) prices for identical assets or liabilities in active markets;

Level 2:  Significant inputs to the fair value measurement are directly or indirectly observable or
valuations of quoted for similar instrumentin active markets or quoted prices for identical
or similar instrument in inactive markets; and

Level 3:  Significant inputs to the fair value measurement are unobservable.

3.4.5 Impairment
The Microfinance reviews its individually significant loans and advances at each reporting date to assess
whether an impairment loss should beprovided in the Statement of Profit or Loss. The Management’s
judgement is extensively used in the estimation of the amount and timing of future cash flows when
determining the impairment loss. These estimates are based on assumptions about a number of factors
and hence actual results may differ, resulting in future changes to the provisions made.
The individual impairment provision applies to financial assets evaluated individually for impairment and
is based on Management’s best estimate of the present value of the future cash flows that are expected to
be received. In estimating these cash flows, Management makes judgementsabout the number of factors
including a borrower’s financial situation and the net realizable value of any underlying collateral. Each
impaired asset is assessed on its merits to estimate the recoverable amount of cash flows. A collective
impairment provision is established for:
e groups of homogeneous loans and advances and investment securities which are held-to-maturity,
that are not considered individually significant; and
e groups of assets that are individually significant but that were not found to be individually
impaired.
The collective impairment is carried using the statistical modelling such as historical trends of
probability of defaults, timings of recoveries, and current economic and market conditions which may
warrant for the loss being greater than the suggested by the historical trends.



AouGT orefaa fadier siven foifdies
Sampada L aghubitta Bittiya Sanstha Limited

aifdas ufddgel - 20c0/ca

For the purpose of collective assessment of impairment Microfinance has categorized assets into
following broad products as follows:

e General Loan (Group Basel)

e Discipline Loan (Group Basel)

e Emergency Loan (Group Basel)

e Hydro Electricity Share Loan (Group Basel)

e Disaster Risk Reduction Loan (Group Basel)

e  Youth Self Employment Concessional Loan (Group Basel)

e Seasonal Loan (Group Basel)

e Micro Enterprise Loan (Collateral)

e Housing Loan (Collateral)

o Disaster Risk Reduction Loan (Collateral)

Carveout adopted for assessment of impairment charge

The Microfinance has opted to apply carveout on impairment of loans and receivables. Accordingly,
individual and collective impairment loss amount calculated as per NFRS is compared with the
impairment provision required under NRB directive, higher of the amount derived from these measures
is taken as impairment loss for loans and receivables.

Comparison of Impairment as per NFRS and NRB:
Particulars As at 31%t Ashadh 2081
LLP as per NRB Directives 14,16,05,397.32
Impairment as per NFRS 13,81,42,077.33

As at 31st Ashadh 2080
6,92,47,466.16
6,33,39,274.45

Loan Loss Provision as per NRB directives has been presented herewith:

3.5

Advances

Particul Loans and Advances As at 31%t Ashadh 2081 As at 31
articulars

e Insured Uninsured Total Ashadh 2080
Performing Loan and 9,21,11,08,779.23 | 1,98,64,138.66 | 9,23,09,72,917.89 | 4,88,97,50,494.91

Pass Loan

7,41,14,30,312.19

57,11,412.49

7,41,71,41,724.68

3,53,06,90,038.97

Watch List

38,21,95,293.95

8,73,119.86

38,30,68,413.81

11,39,05,653.67

Restructured / Rescheduled

1,41,74,83,173.09

1,32,79,606.31

1,43,07,62,779.40

1,24,51,54,802.27

Non-Performing Loan and

Advances 44,92,95,570.42 | 1,63,09,854.04 46,56,05,424.46 19,59,90,454.61
Sub-standard 13,98,48,496.04 1,83,231.37 14,00,31,727.41 1,43,21,788.93
Doubtful 9,08,35,935.19 - 9,08,35,935.19 9,22,77,039.05
Loss 21,86,11,139.19 | 1,61,26,622.67 23,47,37,761.86 8,93,91,626.63
Total Loan and Advances 9,66,04,04,349.65 | 3,61,73,992.70 | 9,69,65,78,342.35 | 5,08,57,40,949.52

Total Loan Loss Provision

12,46,51,082.11

1,69,54,315.21

14,16,05,397.32

6,92,47,466.16

Pass Loan 2,40,87,168.37 74,248.38 2,41,61,416.75 1,16,77,789.38
Watch List 47,77,444.16 43,655.99 48,21,100.15 14,73,754.92
Restructured / Rescheduled 1,77,18,551.59 6,63,980.33 1,83,82,531.92 1,58,95,633.73
Sub-standard 87,40,532.05 45,807.84 87,86,339.89 10,27,652.73

Doubtful

1,13,54,493.50

1,13,54,493.50

1,22,18,187.25

Loss

5,46,52,785.44

1,61,26,622.67

7,07,79,408.11

2,69,54,448.15

Additional LLP as per NRB

33,20,107.00

33,20,107.00

Trading Assets

Financial assets are classified as trading assets (held for trading) if they have been acquired principally
for the purpose of selling in the near term, or form part of a portfolio of identified financial instruments
that are managed together and for which there is evidence of a recent pattern ofshort- term profit taking.
They are recognized on trade date, when the Microfinance enters into contractual arrangements with
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counterparties,and are normally derecognized when sold. They are initially measured at fair value, with
transaction costs taken to profit or loss. Subsequent changes in their fair values are recognized in profit
or loss in ‘Net trading income’. However, the Microfinance does not have such assets to be recognized
as trading assets as on 31" Ashadh, 2081.

3.6 Derivative Assets and Derivative Liabilities

Derivative instruments include transactions like interest rate swap, currency swap, forward foreign
exchange contract etc. held for trading as well as risk management purposes. Derivative financial
instruments are initially measured at fair value on the contract date and are subsequentlyre-measured to
fair value at each reporting date. However, the Microfinance does not have such instruments as on 31
Ashadh, 2081.

3.7 Property, Plant and Equipment

Recognition and measurement: Property, plant and equipment are measured at cost less accumulated
depreciation and impairment losses, if any. Cost includes expenditures directly attributable to the
acquisition of the asset.

Depreciation: Rate applied is charged as per NAS-16

Property, plant and equipment are depreciated from the date they are available for use, on straight line method
over estimated useful lives as determined by the Management. Depreciation is recognized in profit or loss.
Charging of depreciation is ceased from the earlier of the date from which the asset is classified as held for
sale or is derecognized.

For assets purchased/sold during the year, depreciation is provided up to the date of use on pro-rata basis.

Type of Asset Useful Life Depreciation Rate
Office Equipment 5 Years 20.00%
Furniture & Fixture 8 Years 12.50%
Leasehold Assets 8 Years 12.50%
Computer & Accessories 5 Years 20.00%
Plant and Machinery 8 Years 12.50%
Vehicles 10 Years 10.00%
Other - Assets 5 Years 20.00%

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each statement
of financial position date. The value of the assets fully depreciated but continued to be in use is considered
not material.

At each reporting date, assets are also assessed 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
immediately to the recoverable amount.

Assets with costs less than NPR 3,000 are charged off on purchase as revenue expenditure.

Gains and losses on disposals are included in the Statement of Profit or Loss.

3.8 Goodwill/Intangible Assets

3.9

Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired in
Business Combination is recognized as goodwill. Goodwill is measured at cost less any accumulated
impairment losses. Goodwill is reviewed for impairment annually, or more frequently, if events or
changes in circumstances indicate that the carrying value may be impaired.

Intangible assets are recognized separately from goodwill when they are separable or arise from
contractual or other legal rights, and their fairvalue can be measured reliably. These intangible assets are
recognized at historical cost less impairment / amortization over their estimateduseful life.
Microfinance currently has software as intangible assets and amortizes it over 5 years on straight-line
basis.

Investment Property

Investment properties include land or land and buildings other than those classified as property and
equipment and non-current assets held for sale. Generally, it includes land, land and building acquired by
the Microfinance as non-banking assets but not sold as on the reporting date. However, the Microfinance
does not have Investment Property as at 31°' Ashadh end 2081.
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3.10 Income Tax
Tax expenses comprises of current tax and deferred tax.
3.10.1 Current Tax
Current tax is the income tax expense recognized in the statement of Profit or Loss, except to the extent
it relates to items recognized directlyin equity or OCI in which case it is recognized in equity or in other
comprehensive income. Current tax is the amounts expected or paid to Inland Revenue Department in
respect of the current year, using the tax rates and tax laws enacted or substantively enacted on the
reporting date and any adjustment to tax payable in respect of prior years.

3.10.2 Deferred Tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities
in the balance sheet and the amountsattributed 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 extent that it is 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 arisein 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.

3.11 Deposit, debt securities issued and subordinated liabilities
Deposits:
Deposits by members and public depositors are initially recognized at fair value, net of transaction costs
for those financial liabilities not at fair value through profit and loss. The transaction price is considered
as the fair value for measuring the deposits.

Debt Securities Issued

Debt Securities are initially measured at the fair value less incremental direct cost and subsequently at
their amortized cost using effectiveinterest method except where the bank designates the liabilities at
fair value through profit or loss. However, the Microfinance does not have such debt securities as on
31% Ashadh 2081.

Subordinate Liabilities

These are the liabilities subordinated, at the event of winding up, to claims of depositors, debt securities
issued and other creditors. It shall include redeemable preference shares, subordinated notes issued,
borrowings etc. During the reporting period the Microfinance did not haveany such liabilities.

3.12 Provisions, Other Liabilities Contingent Liabilities
A provision is recognized, if as a result of a past event, the Microfinance has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of economic
benefits will be required to settle the obligation. The amount recognized is the best estimate of the
consideration required to settle the present obligation at the reporting date, taking into account the risks
and uncertainties surrounding the obligation at that date. Provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate and arereversed if there is no probability of outflow of
resources.
The contingent liabilities are the liabilities for which it is uncertain as to whether it will become an
obligation as it depends on the occurrence of an uncertain future event. These amounts are off-balance
sheet items and are disclosed when there is a possible obligation that may but probably will not require
an outflow of resources.
A provision for onerous contracts is recognized when the expected benefits to be derived by the
Microfinance from a contract are lower thanthe unavoidable cost of meeting its obligations under the
contract. The Microfinance does not have such contingent liabilities and onerous contracts as at 31
Ashadh 2081.

3.13 Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to
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Microfinance and the consideration can be reliablymeasured. The following specific recognition criteria
shall also be met for revenue recognition:

3.13.1 Interest Income

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

The interest income recognized in the statement of profit and loss includes the following:

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

e Asper carve out on NAS 39 Para 9, the Microfinance has not included the fees paid or received
in loans and advances that are immaterial or impracticable to determine reliably the effective
interest rate and have recognized them directly as revenue in the Statement of Profit or Loss.

e As per carve out on NAS 39 AG 93, the Microfinance has applied the effective interest rate to
the gross carrying amount of a financial assetunless the financial asset is written off either
partially or fully.

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

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

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

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

3.13.2 Fee and Commission Income.
Fees and commissions are generally recognized on an accrual basis when the service has been provided.

3.13.3 Dividend Income.

Dividend income received from equity shares is recognized in the books when the right to receive the
dividend is established.

3.13.4 Net Trading Income.

Net Trading Income includes all gains and losses from changes in fair value, related capital gain/loss and
dividend from financial assets ‘Held for Trading’. Trading expenses are deducted from the trading
income and the amount net of trading expenses are disclosed in statement of profitand loss.

3.13.5 Net Income from Other Financial Instrument at Fair Value Through Profit and Loss.
Net income from other financial instrument measured at fair value through Profit or Loss includes all
gains/(losses) raised from the revaluation offinancial instrument at fair value.

3.13.6 Grant Income

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

3.14 Interest Expenses
Interest expense on all financial liabilities measured at amortize cost including deposits is recognized in
statement of profit or loss using effective interest rate method. The Microfinance uses ASB carve- outs as
mentioned above and treats coupon rate as effective interest rate.
Interest expense on all financial liabilities measured at fair value through profit or loss is recognized as
and when incurred.

3.15 Employee Benefits

3.15.1 Short term employee benefits

The Microfinance’s short term employee benefits mainly include wages, salaries, allowances, socials
security expenses, bonuses as providedin the law and other employee related expenses. Short term
employee benefits are measured on an undiscounted basis and are charged to statement of profit and
loss as and when the related service is provided.

Short-term paid leaves

Microfinance provides 6 days of casual leave and 10 days of annual leave to employees every year.
These leaves are non-accumulating and non-vesting. In addition to annual leave being a paid leave;
employees are provided with additional benefits equal to basic salary for the same duration.

3.15.2 Post-Employment employee benefits

3.15.2.1 Defined Contribution Plans

Post-Employment benefits plan under which the microfinance pays a fixed contribution to a separate
entity and retains no legal or constructive obligation to pay future amounts are categorized under defined
contribution plans. The contributions to defined contribution plans are recognized in profit or loss as and
when the services are rendered by employees.

Employee Provident Fund

Employee provident fund is the defined contribution plan opted by the microfinance. In compliance with
The Labor Act, 2074, the microfinance contributes 10% of the basic salary and grade amount of all the
employees to the Employee’s Provident Fund; a government-operated fund. The Microfinance has no further
obligations underthese plans beyond its obligation for periodic contributions.

3.15.2.2 Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
Microfinance’s net obligation in respect of defined benefit plans is calculated separately for each plan by
estimating the amount of future benefit that employees have earned in return fortheir service in current
and prior periods. That benefit is discounted to determine its present value. Any unrecognized past
service costs and thefair value of any plan assets are deducted. The discount rate is the yield at the
reporting date on corporate bonds, that have maturity dates approximating the terms of the
Microfinance's obligation and that are denominated in the currency in which the benefit is expected to
bepaid. The defined benefit obligation is recognized on the basis of the report of qualified actuary using
the projected unit credit method. The Microfinance recognizes all actuarial gains and losses arising from
defined benefit plans immediately in OCI and all expenses related to defined benefits plans in employee
benefit are expensed in profit and loss account. When the calculation results in a potential asset for the
group, the recognized assets are limited to the present value of economic benefits available in the form
of any future refunds from the plan or reductions in future contributions to the plan. To calculate the
present value of economic benefits consideration is given to any applicable minimum funding
requirements.

Measurements of the net defined benefit liability comprise actuarial gains and losses. The return on plan
assets (excluding interest income) and the effect of the assets ceiling (if any excluding interest) are
recognized immediately in OCI. The Microfinance determines the net interest expense (income) on the
net defined liability (assets) for the period by applying the discount rate used to measure the defined
benefit obligation at the beginning of the annual period to the then net defined benefits liability (assets),
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taking into account any changes in thenet defined benefit liability (asset) during the period as a result of
contribution and benefits payments. Net interest expenses and other expensesrelated to defined benefit
plans are recognized as personal expenses in Statement of profit and Loss.

Gratuity:
Gratuity calculated as follows:

= To the employee serving more than or equal to 5 years and less than 10 years, half month’s last drawn
salary for each year of service

= To the employee serving more than or equal to 10 years and less than 15 years, one month’s last drawn
salary for each year of service

= To the employee serving more than or equal to 15 years and less than 20 years, one and a half month’s
last drawn salary for each year of service

= To the employee serving more than or equal to 20 years, two month’s last drawn salary for each year of
service

3.15.2.3 Other Long-Term Employee Benefits

Other long-term employee benefits are employee benefits other than those classified as either short-term,
post-retirement or termination benefits. The Microfinance’s net obligation in respect ofsuch benefits is
calculated separately for each plan by estimating the amount of future benefits that have accrued to the
employees in return fortheir service in current and prior periods. That benefit is discounted to determine
its present value. Any unrecognized past service costs and the fair value of any plan assets are deducted.
The discount rate is the yield at the reporting date on corporate bonds, that have maturity dates
approximating the terms of the Microfinance's obligation and that are denominated in the currency in
which the benefit is expected to bepaid. The obligation is recognized on the basis of the report of
qualified actuary using the projected unit credit method. The Microfinance recognizes all expenses
including actuarial gain/loss on re-measurement of other long-term employee benefits in the statement
of profit or loss.

Home Leave Benefits:

The Microfinance provides accumulated home leave benefits under its Employees Byelaws. Employees are
eligible for 1 day home leave for every 18 days worked; subject to maximum 20 days a year. Home leaves
can be accumulated for a maximum of 60 days; beyond which the leaves can be encashed. Employees can
avail paid leaves against the accumulated leave balance and any unutilized leave balance is encashed upon
completion of employment.

Sick Leave Benefits:

The Microfinance provides accumulated sick leave benefits under its Employees Byelaws. Employees are
eligible for 12 days of sick leaves a year. Sick leaves can be accumulated for any number of days; Employees
can avail paid leaves against the accumulated leave balance and any unutilized leave balance is encashed
upon completion of employment.

3.16 Leases

The microfinance has applied NFRS 16 using the cumulative catch-up approach and therefore comparative
information has not been restated and is presented under NAS 17. The details of accounting policies under
both NAS 17 and NFRS 16 are presented separately below.

Policies applicable from 1 Shrawan 2078.

The Microfinance assesses whether a contract is or contains a lease, at inception of the contract. The
Microfinance Recognizes a right-of-use asset and a corresponding lease liability with respect to all lease
arrangements in which it is the lessee, except for short-term leases (defined as leases with a lease term of 12
months or less) and leases of low value assets (such as tablets and personal computers, small items of office
furniture and telephones). For these leases, the Microfinance Recognizes the lease payments as an operating
expense on a straight-line basis over the term of the lease unless another systematic basis is more
representative of the time pattern in which economic benefits from the leased assets are consumed.

Ry G
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The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily
determined, the Microfinance uses its incremental borrowing rate.

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

» Fixed lease payments (including in-substance fixed payments), less any lease incentives receivable;

* Variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;

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

= The exercise price of purchase options, if the lessee is reasonably certain to exercise the options; and

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

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease
liability (using the effective interest method) and by reducing the carrying amount to reflect the lease
payments made.

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

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

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

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

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

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

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

3.17 Share Capital and Reserves
3.17.1 Share Capital

Financial instruments issued are classified as equity when there is no contractual obligation to transfer
cash, other financial assets or issue available number of own equity instruments. Incremental costs
directly attributable to the issue of new shares are shown in equity as deduction net of taxes from the
proceeds.

Dividends on ordinary shares classified as equity are recognized in equity in the period in which they
are declared.

The shares issue expenses which can be avoided for the issue was charged in the year of issue directly
through equity and disclosed in the statement of changes in equity. Tax impact is also disclosed.

3.17.2 Reserves
The reserve includes regulatory and free reserves.
a) Statutory General Reserves
20% of the net profit as stated in Bank and financial Institution Act, 2073 and 50% of additional



aifde ufddgal - 20c0/ca

amount of Cash Dividend and Bonus Shares if declared and distributed in excess of 15% as
provisioned in Circular GHA/1/078/79 of NRB Dated 2078/04/11 is set aside to the general reserve.

Movement in Statutory General reserve during the year:

Particulars Amount (NPR.)
Opening Balance as on 1% Shrawan 2080 6,85,40,566.68
Amount Transferred during the year: 7,59,06,843.87
1) 20% of Net profit 1,46,84,218.00
2) 50% of dividend in excess of 15% -
3) General Reserve Fund from Sabaiko Laghubitta. 6,12,22,625.87
Closing Balance as on Ashadh End 2081 14,44,47,410.55

b) Exchange Equalization Reserve
This is statutory reserve created in compliance with BAFIA. 25% of the revaluation on the foreign
currency computed as per regulatory books is set aside to Exchange Equalization Reserve.

¢) Assets Revaluation Reserve
This is a non-statutory reserve and is the requirement in the application of accounting policy for
non-financial assets such as property, equipment, investment property and intangible assets that are
measured following revaluation model. Revaluation reserve often serve as a cushion against
unexpected loss but may not be fully available to absorb unexpected losses due to the subsequent
deterioration in the market values and tax consequences of revaluation. The microfinance hasn’t
followed revaluation model.

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

e) Corporate Social Responsibility Fund
1% of net profit is set aside in the fund as per the NRB Directives for the purpose of corporate social

responsibility.
Movement in CSR Fund during the year:
Particulars Amount (NPR.)
Opening Balance as on 1% Shrawan 2080 20,18,743.48
Add: provision during the year (1% of net profit as per NFRS) 7,34,210.90
Add: From merger of Sabaiko Laghubitta. 12,22,122.40
Total (A) 39,75,076.78
Less: Expense during the year
a. Dustbin Donation to Triveni Temple 68,150.00
b. Donation to Leo Club of Gorkha 10,000.00
¢. Dustbin Donation to Gorkhakali Mandir (Gorkha Durbar) 72,276.00
d. Financial Literacy Program organize on Global money week 1,77,847.00
e. Health checkup programme orgined by Barpak Branch 1,13,509.00
f.  Donation to Barahi Tourism Road Samiti 10,000.00
g.  Donation to School Bag, Copy, Pen, Pencil to three Public School 2,20,105.00
Total (B) 6,71,887.00
Closing Balance as on Ashadh End 2081 (A-B) 33,03,189.78

f) Investment Adjustment Fund
It is a reserve created on investment in equity instrument if the equity doesn’t get listed in Security

Market within 2 years as per the directives issued by NRB. The microfinance does not have any
investments that necessitate appropriations to the fund.

Ry G
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g)

h)

i)
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Regulatory Reserve

The amount that is allocated from profit or retained earnings of the microfinance to this reserve 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 is presented under this reserve. The regulatory reserve
of the microfinance includes the reserve net of tax and employee bonus created relating to accrued
interest receivable as on Ashadh end 2081 not recovered, reserve on deferred tax assets, non-
banking assets, reduction in fair value of investment in equity below cost price, actuarial loss etc.
Details of regulatory reserve has been presented herewith:

Particular FY 2080-81 FY 2079-80
Interest Receivable 12,54,86,828 4,50,66,832
Short Loan Loss Provision -
Short provision for possible losses on investments -
Short provision on NBA -
Deferred tax assets 1,98,39,518 1,29,72,497
Goodwill N
Gain on Bargain Purchase -
Actuarial Loss recognized 11,01,256 11,01,256
Fair Value loss recognized in OCI -
Other -
Total 14,64,27,602 5,91,40,585

Actuarial Gain/Loss Reserve

The amount that is allocated from profit or retained earnings of the microfinance both positive or
negative to this reserve as per the directives of NRB for the purpose of implementation of NFRS
and which shall not be regarded as free reserve for distribution of dividend are recorded in this
reserve. The reserve includes actuarial gain/ (loss) net of tax on defined benefit plan.

Client Protection Fund

Client Protection Fund is created at 1% of net profit. In addition to this, 25% of dividend in excess
of 20% is also allocated to this fund as per NRB Directives.

Movement in Client Protection Fund during the year:

Particulars Amount (NPR.)
Opening Balance of 1% Shrawan 2080 38,51,170.09
Addition to the Fund during the year:
a. Interest Income to the Fund 7452.00
b. 1% of Net profit for FY 2080-81 7,34,210.90
c. 25% of dividend in excess of 20% 0
d. From merger of Sabaiko Laghubitta. 9,64,065.43
Total (A) 55,56,898.42
Less: Expenses from Fund during the year:
a. Assistance to members for maternity care expense 2,58,000.00
b. Assistance to members for final ritual expense of deceased family 60,000.00
members
c. Assistance to members for medical expenses 1,95,000.00
d. Expense related to training on financial literacy to members 6,45,593.00
Expense on rehabilitation 50,000.00
Total Expenses (B) 12,08,593.00
Closing balance as on 31 Ashadh 2081 (A-B) 43,48,305.42
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j) Other reserves
Any other reserve created with specific or non-specific purpose are presented under this by
disclosing account heads.

k) Employee Training Fund
The fund is created for the purpose of employee training. As per the directives to microfinance by
NRB, the microfinance needs to spend at least 3% of last fiscal year’s total personnel expenses for
the development and trainings of the employees. Further if the microfinance couldn’t spend up to
the limit of 3%, the shortfall amount shall be transferred to the Employee Training Fund and shall
be used for employee trainings in subsequent years.

3.18 Earnings per Share (EPS) including diluted EPS
Microfinance presents basic and diluted Earnings per share (EPS) data for its ordinary shares. Basic
EPS is calculated by dividing the profit and loss attributable to ordinary equity holders of Bank by the
weighted average number of ordinary shares outstanding during the period. DilutedEPS is determined by
adjusting both the profit and loss attributable to the ordinary equity holders and the weighted average
number of ordinaryshares outstanding, for the effects of all dilutive potential ordinary shares.

3.19 Segment Reporting

The Management of Microfinance has identified seven geographical segments namely: Koshi Province,
Madhesh Pradesh, Bagmati Province, Gandaki Province, Lumbini Province, Karnali Province and
Sudurpaschim Province as the seven operating segments based upon the geographical location of its
offices throughout the country. Segment report include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis. The income, expenses, assets & liabilities that
cannot be allocated to aforesaid segment or those related to cluster and head office are reported under
unallocated item. The unallocated items generally comprise of head office assets, head office expenses,
and tax assets and liabilities:
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Sampada L aghubitta Biyttiya Sanstha L td.
Notesto Financial Statements

For the year ended 31% Ashadh, 2081

4. Schedulesto the Financial Statements
4.1 Cash and Cash Equivalent

Particulars Asat 31st Ashadh 2081 Asat 31st Ashadh 2080
Cashin Hand 50,95,796.00 24,92,110.00
Balances with BFIs 39,46,13,268.83 11,86,47,461.16
Money at Call and Short Notice - -
Other - -
Total 39,97,09,064.83 12,11,39,571.16

4.2 Statutory Balances and due from Nepal Rastra Bank

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Statutory Balances with NRB

Statutory Balances with BFls 4,96,11,403.76 2,65,00,000.00
Securities purchased under Resale Agreement -

Other Deposit and Receivable from NRB 33,333.34
Total 4,96,11,403.76 2,65,33,333.34

4.3 Placementswith Financial Instutions

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Placement with Domestic FIs
Less: Allowances for Impairment

Total

4.4 Derivative Financial I nstruments

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Held for Trading
Interest Rate Swap
Currency Swap
Forward Exchange Contracts
Others

Held for Risk Management
Interest Rate Swap
Currency Swap
Forward Exchange Contracts.
Others

Total
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4.5 Other Trading Assets
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Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Treasury Bills
Government Bonds

NRB Bonds

Domestic Corporate Bonds
Equities

Other..

Total

Pledged
Non-Pledged

4.6 Loansand Advancesto MFIs& Co-operatives

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Loans to Micro-Finance Institutions
Loansto FlIs

Loans to Co-operatives

Less: Allowances for Impairment
Other..

Less: Allowances for Impairment

Total

4.6.1 Allowancesfor Impairment

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Balance at Shrawan 01

Impairment Losss for the year:
Charge for the year
Recoveries/Reversal

Amount Written Off

Balance at Ashadh End

4.7 Loansand Advancesto Customers

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

L oans and Advances measured at Amortized Cost 9,89,57,63,783.67 5,15,72,75,603.58
Less: Impairment Allowances
Collective Impairment (6,75,05,882.21) (2,90,47,178.03)
Individual Impairment (7,40,99,515.11) (4,02,00,288.13)
Net Amount 9,75,41,58,386.35 5,08,80,28,137.42
Loans and Advances measured at FVTPL - -
Total 9,75,41,58,386.35 5,08,80,28,137.42

Collectiveimpairment and individua impairment have been bifurcated as per unified directivesto MFI 2079
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4.7.1: Analysisof Loansand Advances - By Product
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Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Product
Term Loans
Short Term, Term Loan 1,00,60,06,091.31 32,03,77,308.38
Long Term, Term Loan 8,65,92,08,896.89 4,71,83,84,028.14
Personal Residential Loans 3,13,63,354.15 4,69,79,613.00
Hire Purchase Loans - -
Staffs Loans - -
Other - -
Sub-Total 9,69,65,78,342.35 5,08,57,40,949.52
Interest Receivable 19,91,85,441.32 7,15,34,654.06
Grand Total 9,89,57,63,783.67 5,15,72,75,603.58

4.7.2: Analysisof Loansand Advances- By Collateral

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Secured
Immoveable Assets
Government Guarantee
Collateral of Fixed Deposit Receipt
Collatereal of Government Securities
Group Guarantee
Personal Guarantee
Other Collatera
Subtotal
Unsecured

2,57,51,54,299.80

7,12,14,24,042.55

9,69,65,78,342.35

1,62,73,03,118.71

3,45,84,37,830.81

5,08,57,40,949.52

IGrand Total

9,69,65,78,342.35

5,08,57,40,949.52

4.7.3: Allowance for Impairment

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Specific Allowance for | mpair ment

Balance at Shrawan 01 4,02,00,288.13 2,15,65,991.98
Impairment Loss for the year
Chargefor the year (13,44,203.40) -
Recoveries/Reversals during the year 1,86,34,296.15
Write-Offs
Other Movement 3,52,43,430.38
Balance at Ashadh End 7,40,99,515.11 4,02,00,288.13
Collective Allowances for | mpair ment
Balance at Sharawan 01 2,90,47,178.03 1,95,73,501.00
Impairment Loss for the year
Charge/(Reversal) for the year 46,04,225.03 94,73,677.03
Other Movement 3,38,54,479.15
Balance at Ashadh End 6,75,05,882.21 2,90,47,178.03
Total Allowancesfor Impair ment 14,16,05,397.32 6,92,47,466.16
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Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Investment Securities measured at Amortized Cost
Investment in Equity measured at FV TOCI

Total

4.8.1: Investment Securities measured at Amortized Cost

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Debt Securities
Government Bonds
Government Treasury Bills
Nepa Rastra Bank Bonds
Nepa Rastra Bank Deposit Instruments
Other
Less. Specific Allowances for Impairment

Total

4.8.2: Investment in Equity measured at FVTOCI

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Equity Instruments
Quoted Equity Securities
Unquoted Equity Securities

Total

4.8.3: Information relating to Investment in Equities

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Cost Fair Value Cost Fair Value

Investment in Quoted Equity

.......... Ltd.

......... Sharesof Rs. ..... Each

.......... Ltd.

......... Sharesof Rs. ..... Each
Investment in Unquoted Equity

.......... Ltd.

......... Sharesof Rs. ..... Each

.......... Ltd.

......... Shares of Rs. Each
Total

@ <~ éﬂ
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4.9 Current Tax Assets
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Particulars Asat 31st Ashadh 2081 Asat 31st Ashadh 2080
Current Tax Assets

Current year Income Tax Assets 4,61,80,754.97 1,60,29,234.25
Tax Assets of Prior Periods -
Current Tax Liabilities

Current year Income Tax Liabilities 3,09,58,744.77 95,08,682.80
Tax Liabilities of Prior Periods -
Total 1,52,22,010.20 65,20,551.45

4.10 Investment Properties

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Investment Propertiesmeasured at Fair Value
Balance as on Shrawan 01.

Addition/(Disposal) during the year.

Net Changesin fair value during the year.
Adjustment/Transfer.

Net Amount

Investment Properties measured at Cost
Balance as on Shrawan 01
Addition/(Disposal) during the year
Adjustment/Transfer

Accumulated Depreciation

Accumulated Impairment Loss

Net Amount

Total
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4.11.1 Right of Use Assets

Particulars Building Total

Cost

Balance as on Asar end 2080 5,30,41,678.88 5,30,41,678.88
Addition during the Y ear 1,42,23512.74 1,42,23,512.74
Disposal during the year (68,87,123.52) (68,87,123.52)
Acquired in the Business Combination 1,86,57,700.65 1,86,57,700.65
Adjustment/Revaluation -
Balance as on Ashadh end 2081 7,90,35,768.75 7,90,35,768.75
Depreciation and I mpair ment

Balance as on Asar end 2080 1,92,70,409.02 1,92,70,409.02
Depreciation charge for the year 1,29,60,706.54 1,29,60,706.54
Impairment for the year - -
Disposals (58,43,028.53) (58,43,028.53)
Adjustments - -
Ason Ashadh end 2081 2,63,88,087.03 2,63,88,087.03
Net Book Value

Ason Ashadh end 2080 3,37,71,269.86 3,37,71,269.86
Ason Ashadh end 2081 5,26,47,681.71 5,26,47,681.71

The company has taken various assets under lease. The lease contracts relate to building premises taken on lease by the
company for its head office and branch offices. The company had total 94 premises on lease during FY 2078-79 with average
lease period of 4.85 years. No |ease contract provides a purchase option at the end of the lease term and does not include
purchase option.

The company applied NFRS 16 L eases during the year using the modified retrospective approach as follows:

(i) Company recognised lease liabilities at the date of initial application (1 Shrawan 2078) for leases previously classified as
an operating lease applying NAS 17. The lease liahilities have been measured at the present value of the remaining lease
payments, discounted using the company's incremental borrowing rate at the date of initial application which was assessed at
10.50%.

(i) Company recognised right-of-use assets at the date of initial application for leases

previously classified as an operating lease applying NAS 17. The company chose to measure all right-of-use assets at an
amount equal to the lease liahility, adjusted by the amount

of any prepaid or accrued |ease payments relating to that |ease recognised in the statement of financial position immediately
before the date of initial application.

(iii) Company classified al lease contracts that had a remaining lease period of upto 12 months as at the date of initial
application as short-term leases and has applied the recognition exemptions related to short-term leases provided by NFRS 16.
The lease payments made under those contracts have been recognized as expenses during the year.

Asat 31 Ashadh 2081; the company is not committed to any payment for short-term leases.

The lease contracts include fixed lease payments. There are no payments other than those included in the assessment of lease
liahilities.
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4.11.2 LeaseLiabilities
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Asat 31 st Asat 31 st Ashadh
Particulars Ashadh 2081 2080
Total Lease Liabilities 6,22,80,566 3,79,26,874.00
Analysed as:
Current 2,47,62,699 1,33,25,440.00
Non-current 3,75,17,867 2,46,01,434.00
Lease Liabilities have been presented under "Other Liabilities' (Note 4.21)
Maturity Analysisof L ease Liabilities

. Lease Liabilities  UnWindingof L ease Payments

Particulars lease liablities (undiscounted)
Year 1 2,47,62,698.56 31,03,562.81 2,78,66,261.37
Year 2 2,05,30,184.47 30,66,092.26 2,35,96,276.73
Year 3 1,06,71,647.25 23,92,099.03 1,30,63,746.28
Year 4 45,24,469.56 17,67,429.84 62,91,899.40
Year 5 9,20,464.15 5,36,065.85 14,56,530.00
Onwards 8,71,101.88 8,86,151.12 17,57,253.00
TOTAL 6,22,80,565.86 1,17,51,400.92 7,40,31,966.78

The company does not face a significant liquidity risk with regard to its lease liabilities. Lease liabilities are monitored within

the company’ s general management function.

Amountsrecognized in profit or loss

Particulars Included within FY 2080/81 FY 2079/80
Depreciation on right of use assets Note 4.36 1,29,60,706.54 1,13,98,610.12
Interest expense on unwinding of lease liabilities Note 4.35.2 44,58,967.93 39,92,296.55
Expense relating to short-term leases Note 4.35 - 18,26,187.74
Expense relating to leases of low value assets - -
Expense relating to variable lease payments not included in
the measurement of the lease liability - -
Income from subleasing right-of-use assets - -
9 | e i
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4.12 Goodwill and Intangible Assets

% Aouql orgfad fadir den feifdes

Sampada L aghubitta Bittiya Sanstha Limited

: Software Total Ashadh
Particulars Other
Pur chased Developed End

Cost
As on Shrawan 01 2079 25,72,420.67 - - 25,72,420.67
Addition during the year -

Acquisition - - -

Capitalization - - - -
Disposal during the year - - - -
Adjustment/Revaluation - - - -
Balance ason Ashadh end 2080 25,72,421 - - 25,72,421
Addition during the Y ear

Acquisition - - -
Acquired in the Business Combination 3,16,121.87 - 3,16,121.87
Disposal during the year - - -
Adjustment/Revaluation - - -
Balance as on Ashadh end 2081 28,88,542.54 - - 28,88,542.54
Amortisation and | mpair ment
Ason Shrawan 01. 2079 16,24,372.25 - - 16,24,372.25
Amortisation charge for the year 3,55,260.73 3,55,260.73
Impairment for the year - -
Disposals - -
Adjustment -
Ason Ashadh end 2080 19,79,632.98 - - 19,79,632.98
Impairment for the year -
Amortisation charge for the year 2,71,244.33 - 2,71,244.33
Disposals - - -
Adjustment - - -
Ason Ashadh end 2081 22,50,877.31 - - 22,50,877.31
Capital Work in Progress - - - -
Net Book Value
Ason 1 Shrawan 2079 9,48,048.42 - - 9,48,048.42
Ason Ashadh end 2080 5,92,787.69 - - 5,92,787.69
Ason Ashadh end 2081 6,37,665.23 - - 6,37,665.23
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4.13 Deferred Tax
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31st Ashadh 2081

. Deferred Tax Deferred Tax
Particulars Assets Liabilities |6t Deferred Tax
Assets/(Liabilities)
Deferred tax on temporary differences on following items

Loans and Advances to BFls - - -

Loans and Advances to Customers - - -

Investment Properties - - -

Investment Securities - - -
Property and Equipment - 3,00,142.36 (3,00,142.36)
Employees Defined Benefit Plan and Other Long-term benefits 1,69,53,460.03 - 1,69,53,460.03
Lease Liabilities 1,86,84,169.76 - 1,86,84,169.76
Right of Use Assets 1,57,94,304.51 (1,57,94,304.51)

Provisions - -

Other Temporary Differences - - -
Deferred tax on temporary differences 3,56,37,629.79 1,60,94,446.88 1,95,43,182.91
Deferred tax on carry forward of unused tax losses 2,96,335.81

Deferred tax due to changesin tax rate -
Net Deferred Tax Asset (Liabilities) as on year end of 2081 1,98,39,518.72
Deferred Tax Asset/( Liabilities) as on Shrawan 01, 2080 73,52,013.35
Deferred Tax Asset/ (Liabilities) due to Business Combinations 64,70,565.99
Origination/(Reversal) during the year (60,16,939.38)
Deferred Tax expense (income) recognized in profit or loss (60,16,939.38)

Deferred Tax expense (income) recognized in OCI -

Deferred Tax expense (income) recognized directly in Equity -

1st A h 2
Particulars Deferred Tax Def.err.eq.Tax N;;efeT:fTaSSO
Assets Liabilities A
Assets/(Liabilities)
Deferred tax on temporary differences on following items

Loans and Advances to BFls - - -

Loans and Advances to Customers - - -

Investment Properties - - -

Investment Securities - - -
Property and Equipment - 2,90,543.90 (2,90,543.90)
Employees' Defined Benefit Plan and Other Long-term benefits 50,58,429.98 - 50,58,429.98
Lease Liabilities 12,46,681.28 - 12,46,681.28
Provisions 7,44,774.38 7,44,774.38

Other Temporary Differences - - -
Deferred tax on temporary differences 70,49,885.64 2,90,543.90 67,59,341.73
Deferred tax on carry forward of unused tax losses 5,92,671.61

Deferred tax due to changesin tax rate -
Net Deferred Tax Asset (Liabilities) as on year end of 2080 73,52,013.35
Deferred Tax (Asset)/ Liabilities as on Shrawan 01, 2079 61,88,221.77
Origination/(Reversal) during the year 11,63,791.58
Deferred Tax expense (income) recognized in profit or loss 21,51,377.88
Deferred Tax expense (income) recognized in OCI (9,87,586.30)
Deferred Tax expense (income) recognized directly in Equity (0.00)
08 | wapfgen ok
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4.14 Other Assets

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Assets held for Sale
Other Non-Banking Assets
Bills Receivable

Accounts Receivable 2,96,93,613.02 1,49,51,394.61
Less: Provision for impairment of accounts receivables (2,87,74,258.74) (1,44,77,595.00)
Accrued Income - -
Prepayments and Deposits 40,28,301.64 7,10,558.24
Income Tax Deposit - -
Staff Loan 1,14,23,359.52 -
Other Assets-Stock of Stationery items 34,20,053.49 25,20,460.44
Total 1,97,91,068.93 37,04,818.29

The accounts receivablesinclude an amount of Rs. 1,01,733.74 (as of 31st Ashadh 2080: Rs. 3,46,007) receivable from Mr.
Kunj Bihari Ray due to misappropriation. The entire receivable from Mr. Kunj Bihari Ray has been deemed impaired and,
accordingly, provided for. Additionally, an amount of NRs 1,673,154 has been misappropriated by Mr. Jitendra Prasad Kurmi
(Branch Manager of Partewa), NRs 8,189,340 by Ms. Kumari Thapa, and NRs 32,19,094.00( as of 31st Ashadh 2080: Rs
42,69,094) by Ms. Muna Gaha Magar, NRs 47,43,993 by Mr. Ngam Prasad Gurung, NRs 6,35,277 by Mr. Jay prakas
Rauniyar, Nrs. 3,89,634 by Mr. Shreeeram Sah, NRs 91,05,586 by Mr. Sunil Mishra& NRs. 7,16,447 By Mr. Chandra
Prakas Upadhhya . These amounts have also been considered impaired and provisions have been made accordingly.

4.15 Dueto Banksand Financial | nstitutions

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Borrowings from BFls
Settlement and Clearing Accounts
Others

Total

4.16 Dueto Nepal Rastra Bank

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Refinance from NRB

Standing Liquidity Facility

Lender of Last Resort facility from NRB
Securities sold under repurchase agreements
Other Payableto NRB

Total

4,17 Derivative Financial | nstruments

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Held for Trading
Interest Rate Swap
Currency Swap
Forward Exchange Contracts
Others

Held for Risk Management
Interest Rate Swap
Currency Swap
Forward Exchange Contracts.
Others

Total

Ry G
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4.18 Depositsfrom Customers
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Particulars Asat 31st Ashadh 2081 Asat 31st Ashadh 2080
Institutional Customers:
Term Deposits. -
Call Deposits -
Others. -
Individual Customers:
Term Deposits - -
Saving Deposits (Optiona deposits) 1,61,06,95,118.37 79,63,26,673.65
Saving from Members (Compulsory deposits) 92,90,15,463.82 47,91,68,108.61
Others 35,02,475.90 82,90,555.72
Total 2,54,32,13,058.09 1,28,37,85,337.98

4.19 Borrowings

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Domestic Borrowings
Nepa Government
Other Licensed Ingtitutions
Other- Nepa Rastra Bank
Other- Y uba Tatha Sana Byabasai Swarojgar Kosh
Sub Total
Foreign Borrowings
Foreign Banks and Financial Institutions
Multilateral Development Banks
Other Ingtitutions
Sub Total

6,54,20,21,579.99
2,08,33,333.38
6,56,28,54,913.37

3,38,16,52,076.42
1,87,50,000.01
3,40,04,02,076.43

Total

6,56,28,54,913.37

3,40,04,02,076.43

4.20 Provisions

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Provisions for Redundancy

Provisions for Restructuring

Pending Legal Issuesand Tax Litigation
Onerous Contracts

Other Provisions

Total

4.20.1: Movement in Provision

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Balance at Shrawan 01
Provisions made during the year
Provisions used during the year
Provisions reversed during the year
Unwind of Discount

Balance at Ashadh end

Ry G
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4.21 Other Liabilities

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Liabilities for employees defined benefit obligations 1,16,98,825.00 1,18,08,700.00
Liabilitiesfor long service leave 4,48,12,708.44 65,16,200.14
Short term empl oyee benefits 2,03,502.00 1,91,942.00
Bills payable - -
Creditors and accruals 7,43,64,794.72 5,19,25,042.08
Interest payable on deposits 2,70,443.62 -
Interest payable on borrowing 1,47,17,757.71 55,63,252.34
Liabilities on defered grant income - -
Unpaid Dividend - -
Liabilities under Finance Lease - -
Employee bonus payable 1,09,29,210.60 19,32,242.07
Other Liabilities 4,41,51,110.82 21,69,899.94
Other Liabilities-Lease liabilities (refer Note 4.11.1) 6,22,80,565.86 3,79,26,874.12
Total 26,34,28,918.77 11,80,34,152.69

4.21.1: Defined Benefit Obligation
4.21.1.1: Defined Benefit Obligation (net)

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Present value of unfunded obligations 1,16,98,825.00 1,18,08,700.00
Total present value of obligations 1,16,98,825.00 1,18,08,700.00
Fair value of plan assets - -

Present value of net obligations 1,16,98,825.00 1,18,08,700.00
Recognised liability for defined benefit obligations 1,16,98,825.00 1,18,08,700.00

4.21.1.2: Plan Assets

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Equity securities
Government bonds
Bank deposit
Other

Total

4.21.1.3: Movement in the present value of defined benefit obligations

Particulars Asat 31st Ashadh 2081 Asat 31st Ashadh 2080

Defined benefit obligations at Shrawan 1 99,31,700.00
Actuarial losses (24,80,900.00)
Benefits paid by the plan (77,100.00)
Current service costs and interest 44,35,000.00
Defined benefit obligations at Ashadh end - 1,18,08,700.00

4.21.1.4: Movement in thefair value of plan assets

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Fair value of plan assets at Shrawan 1
Contributions paid into the plan
Benefits paid during the year
Actuaria (losses) gains

Expected return on plan assets

Fair value of plan assetsat Ashadh end

Ry G
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4.21.1.5: Amount recognised in profit or loss

aifdes ufddgel - 20c0/ca

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Current service costs 37,18,400.00
Interest on obligation 7,16,600.00
Expected return on plan assets -

Total - 44,35,000.00

4.21.1.6: Amount recognised in other comprehensiveincome

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Acturia (gain)/loss

(24,80,900.00)

Total

(24,80,900.00)

4.21.2: Other Long Term Employee Benefits- Home L eave and Sick L eave

4.21.2.1: Other Long-term Benefit Obligation (net)

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Present value of unfunded obligations 4,48,12,708.44 65,16,200.14
Total present value of obligations 4,48,12,708.44 65,16,200.14
Fair value of plan assets - -

Present value of net obligations 4,48,12,708.44 65,16,200.14
Recognised liability for defined benefit obligations 4,48,12,708.44 65,16,200.14

4.21.2.2: Plan Assets

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Equity securities
Government bonds
Bank deposit
Other

Total

4.21.2.3: Movement in the present value of defined benefit obl

igations

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Defined benefit obligations at Shrawan 1 55,46,400.00
Actuaria (gains)/losses (2,51,646.00)
Benefits paid by the plan (10,03,154.00)
Current service costs and interest 22,24,600.00
Defined benefit obligations at Ashadh end - 65,16,200.00

4.21.2.4: Movement in thefair value of plan assets

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Fair value of plan assets at Shrawan 1
Contributions paid into the plan
Benefits paid during the year
Actuaria (losses) gains

Expected return on plan assets

Fair value of plan assets at Ashadh end

4.21.2.5: Amount recognised in profit or loss

Particulars Asat 31st Ashadh 2081 Asat 31st Ashadh 2080
Current service costs 18,26,900.00
Interest on obligation 3,97,700.00
Actuarial (gain)/losses (2,51,646.00)
Total - 19,72,954.00
oz | o ot
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4.21.2.6: Amount recognised in other comprehensive income

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Acturid (gain)/loss (2,51,646.00)
Total - (2,51,646.00)
4.21.3: Actuarial assumptions

Particulars Asat 31st Ashadh 2081 Asat 31st Ashadh 2080
Discount rate 7.50%
Expected return on plan asset 0.00%
Future salary increase 6.00%
Withdrawal rate 0.00%
4.22 Debt secutitiesissued

Particulars Asat 31st Ashadh 2081 Asat 31st Ashadh 2080
Debt securitiesissued designated as at fair value through profit or

loss - -
Debt securitiesissued at amortised cost - -
Total - -
4.23 Subordinated Liabilities

Particulars Asat 31st Ashadh 2081 Asat 31st Ashadh 2080

Redeemabl e preference shares

Irredemable cumulative preference shares (liabilities component
Other..

Total

4.24 Share capital

Particulars Asat 31st Ashadh 2081 Asat 31st Ashadh 2080
Ordinary shares 70,08,58,345.00 38,22,58,345.00
Convertible preference shares (equity component only) - -
Irredemable preference shares (equity component only) - -
Perpetual debt (equity component only) - -
Total 70,08,58,345.00 38,22,58,345.00

4.24.1: Ordinary Shares

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Authorized Capital
9,000,000 Ordinary Shares of Rs. 100 each

I ssued capital
7008583.45 Ordinary Shares of Rs. 100 each
3822583.45 Ordinary Shares of Rs. 100 each

Subscribed & Paid up Capital
7008583.45 Ordinary Shares of Rs. 100 each
3822583.45 Ordinary Shares of Rs. 100 each

90,00,00,000.00

70,08,58,345.00

70,08,58,345.00

50,00,00,000.00

38,22,58,345.00

38,22,58,345.00

Total

70,08,58,345.00

38,22,58,345.00
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4.24.2: Ordinary share owner ship
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. Asat 31st Ashadh 2081 Asat 32nd Ashadh 2080
Particulars
Per cent Amount Per cent Amount
Domestic owner ship (Promoter) 67.67% 47,42,83,568 67.49%| 25,80,21,750
Nepal Government - - - -
"A" class licensed institutions 5.01% 3,51,05,000 9.18% 3,51,05,000
Other licensed intitutions 5.01% 3,51,05,000 9.18% 3,51,05,000
Other Institutions 0.14% 9,65,454.55 - -
Other 57.52% 40,31,08,114 49.13%| 18,78,11,750
Domestic owner ship (Public) 32.33% 22,65,74,777 32.51%| 12,42,36,595
Nepal Government 0.00% - - -
"A" class licensed institutions 0.00% - - -
Other licensed intitutions 0.00% - - -
Other Institutions 0.00% - - -
Other 32.33%| 22,65,74,777 32.51%| 12,42,36,595
Foreign owner ship Promoter 0.00% - 0.00% -
Foreign owner ship Public 0.00% - 0.00% -
Total 100.00% 70,08,58,345 100%| 38,22,58,345

4.25 Reserves

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Statutory generd reserve 14,44,47,410.55 6,85,40,566.68
Dividend Equilisation reserve - -
Exchange equilisation reserve - -
Corporate social responsibility reserve 33,03,189.78 20,18,743.48
Capital redemption reserve - -
Regulatory reserve 14,64,27,602.85 5,91,40,585.25
Investment adjustment reserve - -
Capital reserve - -
Assets revaluation reserve - -
Fair value reserve - -
Client Protection Fund 43,48,305.42 38,51,170.09
Actuarial Reserve (5,33,518.08) (5,33,518.08)
Special reserve 1,69,28,532.78 21,70,337.58
Other reserve (Employee Training Fund) 26,92,524.62 26,92,524.62
Total 31,76,14,047.93 13,78,80,409.61

4.26 Contingent liabilitiesand commitments

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Contingent liabilities

Capital commitment
L ease Commitment
Litigation

Others

Undrawn and undisbursed facilities

Total

Ry G
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4.26.1: Capital commitments

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Capital commitmentsin relation to Property and Equipment
Approved and contracted for

Approved but not contracted for

Sub total

Capital commitmentsin relation to Intangible assets
Approved and contracted for

Approved but not contracted for

Sub total

Total

4.26.2: L ease commitments

Particulars

Asat 31st Ashadh 2081

Asat 31st Ashadh 2080

Operating L ease Commitments
Future minimum lease payments under non cancellable operating
lease, where the Microfinanceis |essee

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 Microfinance 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

4.27 Interest Income

Particulars FY 2080/81 FY 2079/80
Cash and cash equivalent 9,55,140.07 16,39,294.04
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions - -
Loan and advances to bank and financial institutions - -
Loans and advances to customers 77,91,86,827.28 76,71,51,762.49
Investment securities - -
Loan and advances to staff - -
Other Interest Income 83,11,843.85 47,22,726.55
Total interest income 78,84,53,811.20 77,35,13,783.08
4.28 Interest Expenses
Particulars FY 2080/81 FY 2079/80
Dueto bank and financial institutions - -
Dueto Nepal Rastra Bank - 41,55,555.56
Deposits from customers 9,71,48,720.45 8,05,21,944.04
Borrowing 39,00,07,816.76 44,25,97,281.46
Debt securities issued - -
Subordinated liabilities - -
Other - -
-Y uba Tatha Sana Byabasai Swarojgar Kosh 6,28,310.79 9,37,817.08
Total Interest Expenses 48,77,84,848.00 52,82,12,598.14
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4.29 Feesand Commission Income
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Particulars

FY 2080/81

FY 2079/80

Loan administration fees

Service Fees

Commitment fees

Card Issuance fees

Prepayment and swap fees
Brokerage fees

Remittance fees

Other fees and commision income

5,52,94,609.34

55,79,508.76

5,25,56,628.00

59,17,135.23

Total Feesand Commission Income

6,08,74,118.10

5,84,73,763.23

4.29.1 Other feesand Commision income

Particulars

FY 2080/81

FY 2079/80

Remittance Fees-Internal
Remittance Fees-External
Membership Fees
Pass book income
SMS Fee Income
Commission income
Other income

23,02,380.00
32,77,128.76

26,27,948.28
27,74,835.88

Total

55,79,508.76

54,02,784.16

4.30 Feesand Commission Expense

Particulars

FY 2080/81

FY 2079/80

ATM management fees
VISA/Master card fees

Guarantee commission

Brokerage

DD/TT/Swift fees.

Remittance fees and commission
Other fees and commission expense

Total Feesand Commission Expense

4.31 Net Trading income

Particulars

FY 2080/81

FY 2079/80

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 transation
Other

Net trading income

Ry G
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Particulars

FY 2080/81

FY 2079/80

Foreign exchange revauation 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
Gain/loss on sale of investment property
Gain on termination of lease

Gain/loss on sale of gold and silver

Other

1,49,897.38

6,95,999.06

7,78,746.21

Total

8,45,896.44

7,78,746.21

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

Particulars

FY 2080/81

FY 2079/80

Impairment charge/(reversal) on loan and advances to BFIs
Impairment charge/(reversal) on loan and advances to customers
Impairment charge/(reversal) on financial investment

Impairment charge/(reversal) on placement with BFls
Impairment charge/(reversal) on property and equipment
Impairment charge/(reversal) on goodwill and intangible assets
Impairment charge/(reversal) on investment properties
Impairment charge/(reversal) on others: Receivable From Kumari
Thapa

Impairment charge/(reversal) on others: Receivable from Muna
Gaha Magar

Impairment charge/(reversal) on others: Receivable from Kunj
Bihari Ray

Impairment charge/(reversal) on others: Receivable from Jitendra
Prasad Kurmi

Impairment charge/(reversal) on others. Receivable From Ngam
Prasad Gurung

Impairment charge/(reversal) on others: Receivable From Jay
Prakas Rauniyar

Impairment charge/(reversal) on others: Receivable From Shreeram
sah

Impairment charge/(reversal) on others: Receivable From Sunil
Mishra

Impairment charge/(reversal) on others: Receivable From Chandra
Prakas Upadhya

32,60,021.63

(10,50,000.00)

(2,44,273.26)

47,43,993.00
6,35,277.00
3,89,634.00
91,05,586.00

7,16,447.00

2,81,07,972.98

81,89,340.00

42,69,094.00

Total

1,75,56,685.37

4,05,66,406.98
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Particulars FY 2080/81 FY 2079/80
Salary 6,56,61,980.00 7,15,03,607.00
Allowances 7,04,79,933.99 7,48,39,143.61
Gratuity Expense - 44,35,000.00
Provident Fund 53,20,758.00 50,51,903.00
Uniform - -
Training & development expense 44,61,156.80 15,95,305.00
Leave encashment 79,86,526.14 23,56,167.00
Medical - -
Insurance - -
Employees incentive - -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS - -
Other expenses related to staff - -
Subtotal 15,39,10,354.93 15,97,81,125.61
Employees Bonus 1,09,29,210.60 19,32,242.07
Grand total 16,48,39,565.53 16,17,13,367.68
4.35 Other Operating Expense
Particulars FY 2080/81 FY 2079/80
Directors fee 5,15,000.00 5,30,000.00
Directors expense 58,865.00 9,427.00
Auditors remuneration 7,00,600.00 5,87,600.00
Other audit related expense - -
Professional and legal expense 1,48,650.00 3,26,979.90
Office administration expense 6,05,28,579.71 6,37,39,769.62
Operating lease expense (for short-term |eases) - 18,26,187.74
Operating expense of investment properties - -
Corporate social responsibility expense 6,71,887.00 2,36,130.00
Client Protection Expenses - -
Onerous lease provisions - -
Other Expenses 3,88,151.00 3,31,662.30
Total 6,30,11,732.70 6,75,87,756.56
4.35.1 OthersExpense:
Particulars FY 2080/81 FY 2079/80
AGM Expenses 2,24,861.00 1,79,277.30
Share Issue expenses - -
Meeting Expenses 1,63,290.00 1,52,385.00
Luch expenses - -
Government Dues and Taxes - -
Total 3,88,151.00 3,31,662.30
28 | e orefa
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4.35.2 Office administration expense

Particulars FY 2080/81 FY 2079/80
Light,Electricity & Water 9,94,659.15 10,25,209.35
Repair & Maintenance -
Repair & Maintenance-Building - -
Repair & Maintenance-Vehicles 1,85,545.85 2,99,061.77
Computer and Accesssories 2,50,187.00 2,88,168.00
Office Equipment & Furniture 68,772.00 60,497.00
Repair & Maintenance-Others 6,780.00 9,050.00
Insurance 6,14,275.71 6,73,926.33
Postage, Telex, Telephone & Fax 6,87,507.31 11,95,824.80
Office Equipment, Furniture Repair - -
Travelling Allowances & Expenses 43,13,507.00 55,71,429.20
Printing & Stationery 24,70,367.25 34,74,813.21
Periodicals & Books - -
Entertainment - -
Advertisements 3,87,699.00 4,38,658.00
Donation - -
Security Expenses - -
Deposit/Loan Guarantee Premium 2,08,72,792.93 2,09,66,740.74
Other-Service Charge on borrowings 45,09,500.00 76,10,944.00
Other-Interest unwinding of lease liabilities 44,58,967.93 39,92,296.55
Other-Casual labour expenses 75,54,765.00 71,32,463.00
Other-Internet Expenses 11,66,186.94 13,72,590.99
Other-Office and Administrative Expenses 10,58,915.30 8,22,445.10
Other-Registration and Renewal 3,26,400.00 3,01,600.00
Other-Software AMC expenses 13,58,899.56 13,17,364.40
Other-Share Related Expenses - -
Merger Expenses 17,44,001.78
Miscellaneous Expenss -
Other-Share Related Expenses -
Other-Fuel expenses 74,98,850.00 71,86,687.18
Total 6,05,28,579.71 6,37,39,769.62
4.36 Depreciation and Amortisation
Particulars FY 2080/81 FY 2079/80
Depreciation on property and equipment 1,83,46,854.39 1,69,40,723.83
Depreciation on investment property - -
Amortisation of intangible assets 2,71,244.33 3,55,260.73
Total 1,86,18,098.72 1,72,95,984.56
4.37 Non Operating Income
Particulars FY 2080/81 FY 2079/80
Recovery of loan written off - -
Other income - 2,62,495.49
Total - 2,62,495.49
4.37.1 Other Income
Particulars FY 2080/81 FY 2079/80
Grant income - -
Other - -
Total - -

R $arai
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Particulars FY 2080/81 FY 2079/80
Loan written off - -
Redundancy provision - -
Expense of restructuring - -
Other expense. - -
Total - -
4.39 Income Tax Expenses
Particulars FY 2080/81 FY 2079/80
Current tax expense
Current year 3,09,58,744.77 76,71,182.80
Adjustments for prior years - 18,37,500.00
Deferred tax expense
Origination and reversal of temporary differences (60,16,939.38) (21,51,377.88)
Changesin tax rate - -
Recognition of previously unrecognised tax losses - -
Total income tax expense 2,49,41,805.39 73,57,304.92
4.39.1: Reconciliation of tax expense and accounting pr ofit
Particulars FY 2080/81 FY 2079/80
Profit before tax 9,83,62,895.41 1,73,90,178.60
Tax amount at tax rate of 30% 2,95,08,868.62 52,17,053.58
Add: Tax effect of expensesthat are not deductible for tax purpose
-Difference in depreciation expense 37,81,658.62 34,03,681.12
-Effect of shareissue expenses recognized directly in equity
basis for tax purposes. 15,49,201.76 15,98,310.04
-Other expenses not deductible for tax purposes. - -
Less. Tax effect on exempt income -
-Commission income not taxable for current year - 78,748.65
-Provision write-back income not taxable for current year -
Add/less. Tax effect on other items
-Set-off of carried-forward tax losses (2,96,335.81) (2,96,335.81)
-Commission income taxable on cash basis
-Fines and penalties
-Difference in lease expenses allowable for tax purposes as
compared to application of NFRS 16 (35,84,648.42) (23,30,274.79)
Total income tax expense 3,09,58,744.77 76,71,182.80
Effectivetax rate 31.47% 44.11%
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5. Disclosure and Additional Information
5.1. Risk Management

5.1.1.

In particular, the microfinance program provides financial services to the needy and poor households. Since
people in such households lack awareness and business skills, transactions with them requires proper due-
diligence and care. This type of financial service is also more prone to risk as financial services have to be
provided by making the person aware and capable of such services. Therefore, identification of risk has been
carried out and adequate control system has been adopted in order to mitigate such current and possible future
risks in the Microfinance. The robust risk management capabilities are imperative in order to achieve an
effective risk management framework and contain the risks associated with the business, a fully functional
Risk Management Committee is responsible for identifying reporting, controlling and managing credit risk,
operational risk, market risk & liquidity risk. The Risk Management Committee oversees global, macro,
micro and departmental level risk that arise out of daily business operation as well as on periodic basis and
are put to the oversight of Senior Management, Risk Management Committee and the Board committee
to discuss the reports thereon and issue instructions as appropriate.

Risk Management Committee:

The Risk Management Committee is an independent committee of the Board of Directors that has, as its sole
and exclusive function, responsibility for the risk management policies of the Microfinance and oversight of
implementation of risk management framework of Microfinance. The committee assists the Board of
Directors in fulfilling its oversight responsibilities with regard to risk appetite that the Microfinance is
able and willing to assume in its exposures and business activities, risk management, compliance
framework, and governance structure that supports it. It periodically reviews the risk management
process to ensure its integrity, accuracy, and reasonableness. It also reviews whether the internal control
and risk management system is adequate or not to ensure well-ordered and prudent conduct of business.
The committee is to review the overall risk management structure and monitor the effectiveness of the
risk management system. The Risk Management Committee comprises of following Members:

S.N. Name Designation
1 Jibmurti Panta Chairman
2 Pradeep Sigdel (Sharma) Member
3 Pradip Kumar Ghimire Member
4 Komal Prasad Joshi Secretary

Risk Governance

Microfinance implemented policies and procedures to mitigate the risk at enterprises level arising to the
microfinance and has trained risk culture among the employees by establishing ownership mentality,
capacity building programs, well defined job responsibilities and inhabiting good ethical culture. The
Risk Management Committee is responsible for the establishment of, and compliance with, policies
relating to Operation risk & Credit risk.

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

Liquidity Risk

Liquidity risk is the risk related to ability to meet short term financial demands. This usually occurs due
to the inability to convert a security or hard asset to cash without a loss of capital and/or income in the
process. Liquidity risk arises because of the possibility that the Microfinance might be unable to meet
its payment obligations when they fall due, as a result of mismatches in the timing of the cash flows
under both normal and stress circumstances. Such scenarios could occur when funding needed for liquid
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asset positions is not available to the Microfinance on acceptable terms. Due to lack of liquidity, entities
are not able to lend as per the demand of the customer, they are not able to repay the savings and other
legal obligations on time. Therefore, the microfinance has managed the liquidity as per its requirement
in time to prevent such a situation.

Interest Rate Risk

Interest rate risk is the potential that a change in overall interest rates will reduce the value of a bond or

other fixed-rate investment. The Microfinance will take the following measures to minimize the risk

arising from interest rates:

= Only assets and liabilities affected by changes in interest rates has been included in the assets and
liabilities.

=  When analyzing the difference in the situation where the payment term of assets and liabilities does
not match, the amount of cash balance and non-payment of interest has been included.

= In order to manage and minimize the interest rate risk, the Microfinance has prepared quarterly
(October, December, March and mid-July) details and submitted them to the Supervision
Department of Nepal Rastra Bank within fifteen days after the end of the quarter.

Credit Risk

Credit risk is the probability that any creditor will not be able to repay the loan as per the condition
accepted by the borrower. Credit is the main wealth or sources of income of any financial institution.
The future of the financial institution is at stake when the borrower is unable to repay the loan borrower
had agreed at the time of taking the loan. Therefore, it is necessary to study the impacting indicators to
get information about the condition of the loan at risk. In order to prevent the loss of the loan invested
and to minimize the risks related to it, Standard loan disbursement procedure is followed to reduce the
risk accordingly. Since every employee involved in the process of approving the loan and investing will
be assigned a certain responsibility, the concerned employee will have to invest the loan realizing their
responsibility. The following procedures/practices have been followed:

e Analyze the Requirement and Repayment Capacity for the demanded loan.

e Invest in loans based on disciplinary records of the borrower.

e Monitor utility of the borrowed fund in the following months of borrowing and ensuring the
fund is utilized for income generating activities/businesses.

e Motivated members to increase savings.

e Taking details of the borrower's business and income and expenditure at the time of loan
application, for business loans.

e Taking necessary documents of secured property, if collateral loan.

e C(Classify the loans and arrange the loss provision as per the directives of Nepal Rastra Bank.

e Disbursement of loans within the limits prescribed by Nepal Rastra Bank.

e Continuously monitor and inspect the loan from the unit manager, branch manager and
monitoring level.

e In the monthly performance appraisal of the staffs, a definite score will be given in this title
including the title of loan recovery of the branch to be monitored.

e FEach branch will be audited once a year. While conducting such audit, it is compulsory for
Internal Auditors to inspect the monthly meetings of few of the units and submit the details
observed in meetings through Audit report, either observed compliance and other discrepancies or
not.

Operational Risk

The risk that arises during the day-to-day operations of an entity is called operating risk. In this program,
small but large number of transactions has been done, decentralized working method has been adopted,
more focus has been given on area expansion, priority has been given to cost reduction, Due to lack of
integrated information system, expansion of programs in rural areas with lack of infrastructure and lack
of appropriate technology to provide services as per the needs of the customers, there is always a
possibility of operational risk in this program. The entity has arranged the necessary staff to carry out
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various responsibilities for daily operations. All the employees have to carry out their post
responsibilities in the working process within the policy rules specified by the entity. But sometimes
due to the negligence of the employees and personal interests, the organization is at risk when it goes
beyond the policy rules. This type of risk is likely to reduce the entity's income, the increase entity's
credit risk (Reputation Risk). Since the operational risk is due to internal factors, this risk can be reduced
only if the internal control system is strengthened.

Market Risk

The Microfinance recognizes market risk as the possibility for loss of earnings or economic value to the
Microfinance caused due to adverse changes in the market level of interest rates or prices of securities
(equity), foreign exchange rates and volatilities of those prices. After Understanding the market
conditions and demands, the Board and the management bring programs to suit the potentials and
conditions of the market, and reduce the risk by providing appropriate responsibilities to the employees
from the top to the bottom based on their capabilities. For this, the internal control system has been
strengthened.

The following has been considered in market analysis:

Information about competitors' services (programs) and interest rates.

Attitude of the members towards the organization.

Perception of other banks and financial institutions towards this microfinance.

Cost of service.

Fluctuations from changes in policy rules.

Strategies adopted by other organizations to attract their customers.

Customer dropout/retention rate.

Institutional or Strategic Risk

Strategic risk is often a major factor in determining a company's worth, particularly observable if the
company experiences a sharp decline in a short period of time. Due to this and its influence on
compliance risk, it is a leading factor in modern risk management. In order to manage this risk, the
following things has been considered:
e Strategies has been decided or modified according to the overall economic and social environment
of the country.
o Keeping abreast of the services provided by their competitors and their status.
Providing service facilities as much as possible without giving in to the expectations and desires of
our customers.
e Adopting appropriate strategies in resource mobilization.

Internal Control Risk

The Board and Management is committed to managing risks and in controlling its business and financial
activities in a manner which enables it to maximize profitable business opportunities, avoid or reduce
risks which can cause loss or reputational damage, ensure compliance with applicable laws and
regulations and enhance resilience to external events. To achieve this, the Board and management has
adopted policies and procedures of risk identification, risk evaluation, risk mitigation and
control/monitoring.

The effectiveness of the Company’s internal control system is reviewed regularly by the Board, its
Committees, Management and Internal Audit. The Audit Committee has reviewed the effectiveness of
the entity's system of internal control during the year and provided feedback to the Board as appropriate.
The entity has appointed a Chartered Accountants firm as Internal Auditor to maintain independency
on the internal control system of institution. The Internal Audit Department monitors compliance with
policies/standards and the effectiveness of internal control structures across the Company through its
program of business/unit audits. The Internal Audit function is focused on the areas of greatest risk as
determined by a risk-based assessment methodology. Internal Audit reports are quarterly forwarded to
the Audit Committee. The findings of all audits are reported to the Chief Executive Officer and Business
Heads for initiating immediate corrective measures.
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5.1.8. Compliance Risk

The Microfinance is committed to follow best practices and market standards in the areas of
accountability, transparency and business ethics. It aims for zero tolerance of misconduct. In the day-to-
day operations the three lines of defense model defines the roles and responsibilities for compliance and
integrity risk in the Microfinance. The first line of defense lies with the respective Microfinance
departments and units, which are responsible for ensuring that compliance risks are identified,
understood and reported to the management and to Compliance Officer. The second line of defense lies
with Compliance Officer, which assesses and monitors the compliance and integrity risks and
coordinates its control activities with the Risk Management Unit. The head of internal audit &
compliance reports to the CEO. The Compliance function assists the Microfinance in identifying,
assessing, monitoring and reporting on compliance risks in matters relating to the institution, its
operations and the personal conduct of staff members.

5.1.9. Fair value of financial assets and Liabilities

Fair value is a market-based measurement, not an entity specific measurement. 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).

Fair values are determined according to the following hierarchy:
Level 1-

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date. Held for trading and available for sale investments have been
recorded using Level 1 inputs.

Level 2-

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly.

Level 3-
Level 3 inputs are unobservable inputs for the asset or liability.

The following table shows an analysis of financial instruments recorded at fair value by level of the fair
value hierarchy:

2080-81 2079-80
Particulars Levell  Level Il Level IIIT  Levell  Level Il Level 111
Financial Investments Available for Sale
Quoted Equities - -
Unquoted Equities
Total 0.00 0.00 0.00 0.00 0.00 0.00

5.2. Capital management

The Microfinance's capital management policies and practices support its business strategy and ensure that

it is adequately capitalized to withstand even in severe macroeconomic downturns. The microfinance is a

licensed institution providing financial services therefore it must comply with capital requirement of Nepal

Rastra Bank.

(i) Qualitative disclosures
Nepal Rastra Bank has directed the Microfinance to develop 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 levels. This includes basic requirements
of having good governance, efficient process of managing all material risks and an effective regime
for assessing and maintaining adequate capital. The Microfinance has BODs approved risk
management policies for proper governance. The Microfinance has developed a comprehensive
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ICAAP document which is subject to review every year. The ICAAP has two major components; first
is an internal process to identify, measure, manage and report risks to which the microfinance is
exposed or could be exposed in the future; and second is an internal process to plan and manage a
microfinance’s capital so as to ensure adequate capital. The microfinance prepares the ICAAP report
annually complying with the NRB requirement. The report is reviewed and analyzed by Risk

(i)

Management Committee and Board.

Qualitative disclosures

Capital Structure and Capital Adequacy
Tier 1 Capital and a breakdown of its components:

Particulars

Amount (NPR.)

Paid up Equity Share Capital

70,08,58,345.00

Irredeemable Non-cumulative preference shares

Share Premium

Proposed Bonus Equity Shares

Statutory General Reserves

14,44,47,410.55

Retained Earnings

(4,47,50,522.41)

Un-audited current year cumulative profit

Special Reserve Fund

Capital Adjustment Reserves

Dividend Equalization Reserves

Capital Redemption Reserves Fund

Deferred Tax Reserve

Less: Goodwill

Less: Intangible Assets

Less: Fictitious Assets

Less: Deferred Tax Assets

(1,98,39,518.72)

Less: Investment in equity of licensed Financial Institutions

Less: Investment in equity of institutions with financial interests

Less: Investment in equity of institutions in excess of limits

Less: Investments arising out of underwriting commitments

Less: Purchase of Land & Building in excess of limit & utilized

Less: Reciprocal crossholdings

Less: Other Deductions

Total Tier 1 Capital

78,07,15,714.42

Tier 2 Capital and a breakdown of its components:

Particulars

Amount (NPR.)

Cumulative and/or Redeemable Preference Share

Subordinated Term Debt

Hybrid Capital Instruments

General loan loss provision

4,73,65,048.82

Exchange Equalization Reserves

Investments Adjustment Reserves

Assets Revaluation Reserves

Special Reserve Fund

Total Tier 2 Capital

4,73,65,048.82

Total Qualifying Capital

Particulars Amount (NPR.)

Core Capital (Tier 1) 78,07,15,714.42
Supplementary Capital (Tier 2) 4,73,65,048.82

Total Capital Fund 82,80,80,763.24
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Statement of Risk Weighted Assets (RWA)
At the end of Ashadh, 2081
A. On- Balance-Sheet Items

. Weight Current period
S.N. Description (%‘(’; Amount (NPR.) P RWA
1 Cash Balance 0 50,95,796.00 -
2 | Gold (Tradable) 0 - -
3 | NRB Balance 0 - -
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 - -
9 | Investment to Youth and Small Entrepreneurs Self- 0
employment Fund
10 | Balance on domestic banks and financial institutions 20 44,42.24,672.59 8,88,44,934.52
11 | Loan against other banks' and financial institutions' FD 20 - -
12 | Foreign bank balance 20 - -
13 | Money at call 20 - -
14 | Loan against internationally rated bank guarantee 20 - -
15 | Investment to internationally rated Banks 20 - -
16 | Inter-bank lending 20 - -
17 | Investment on shares/debentures/bonds 100 - -
18 | Other investments 100 - -
19 | Loans & advances, bills purchase/discount 100 9,55,49,72,945.03 9,55,49,72,945.03
20 | Fixed assets 100 8,48,87,307.96 8,48,87,307.96
21 | Net interest receivables (Interest supsense) 100 19,91,85,441.32 19,91,85,441.32
22 | Net Non-Banking Asset 100 - -
23 | Other assets (Except advance tax payment) 100 1,97,91,068.93 1,97,91,068.93
24 | Real estate/residential housing loans exceeding the limits 150 - -
Total On-Balance-sheet Items (A) 10,30,81,57,231.83 9,94,76,81,697.75
B. Off-Balance-Sheet Items
L Weight Current period
S.N. Description (%) Amount (NPR.) RWA
1 Bills collection 0 -
2 | Forward foreign exchange contract 10 -
3 | L/C with maturity less than six months (Outstanding 20 -
value)
4 | Guarantee against International rated bank's counter 20 -
guarantee
5 L/C with maturity more than six months (Outstanding 50 -
value)
6 | Bid bond, performance bond and underwriting 50 -
7 | Loan sale with repurchase agreement 50 -
8 Advance payment guarantee 100 -
9 Financial and other guarantee 100 -
10 | Irrevocable loan commitment 100 -
11 | Possible liabilities for income tax 100 -
12 | All types of possible liabilities including acceptance 100 -
13 | Rediscounted bills 100 -
14 | Unpaid portion of partly paid share investment 100 -
15 | Unpaid guarantee claims 200 -
16 | Amount to be maintained for operational risk (2% of 100 20,68.6437521 20.68.64.375.21
Total Assets)
Total Off-Balance-sheet Items (B) 20,68,64,375.21 20,68,64,375.21
Total Risk Weighted Assets (A) + (B) 10,51,50,21,607.04 | 10,15,45,46,072.97
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C. Total Capital Fund (A+B) 82,80,80,763.24

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

1 Minimum Capital Fund Required (8.0 % of RWA) 81,23,63,685.84
2 Minimum Core Capital Required (4.0 % of RWA) 40,61,81,842.92
3 Capital Fund maintained (in %) 8.15%
4 Core Capital maintained (in %) 7.69%

5.3. Classification of Financial Assets and Financial Liabilities

The financial assets and liabilities are classified in Amortized Cost, fair value through profit and loss
and fair value through other comprehensive income. The following table exhibit the classification of

financial assets and liabilities:

Financial Assets

As on 31st Ashar 2081

Amortised Cost

FVTPL FVTOCI

Total

Cash and Cash Equivalents

Statutory Balances & due from Nepal Rastra
Bank

Placement with Bank and Financial Institutions
Derivative Financial Instruments

Other Trading Assets

Loans and Advances to MFIs & Co-operatives
Loans and Advances to Customers
Investment Securities

Investment in Subsidiaries

Investment in Associates

Investment Property

Other Assets

39,97,09,064.83

9,75,41,58,386.35

1,63,71,015.44

39,97,09,064.83

9,75,41,58,386.35

1,63,71,015.44

Total Financial Assets

10,17,02,38,466.62

10,17,02,38,466.62

Financial Liabilities
Due to Bank and Financial Institutions
Due to Nepal Rastra Bank
Derivative Financial Instruments
Deposits from Customers

2,54,32,13,058.09

2,54,32,13,058.09

Borrowings 6,56,28,54,913.37 - - 6,56,28,54,913.37
Other Liabilities 14,46,36,819.47 - - 14,46,36,819.47
Debt Securities Issued - - - -
Total Financial Liabilites 9,25,07,04,790.93 - - 9,25,07,04,790.93
As on 31st Ashar 2080
Financial Assets
Amortised Cost FVTPL FVTOCI Total

Cash and Cash Equivalents

Statutory Balances & due from Nepal Rastra
Bank

Placement with Bank and Financial Institutions
Derivative Financial Instruments

Other Trading Assets

Loans and Advances to MFIs & Co-operatives
Loans and Advances to Customers

Investment Securities

Investment in Subsidiaries

Investment in Associates

12,11,39,571.16

5,08,80,28,137.42

12,11,39,571.16

5,08,80,28,137.42
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Investment Property
Other Assets

11,84,357.85
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11,84,357.85

Total Financial Assets

5,21,03,52,066.43

5,21,03,52,066.43

Financial Liabilities
Due to Bank and Financial Institutions
Due to Nepal Rastra Bank
Derivative Financial Instruments
Deposits from Customers
Borrowings
Other Liabilities
Debt Securities Issued

1,28,37,85,337.98
3,40,04,02,076.43
6,17,82,378.43

1,28,37,85,337.98
3,40,04,02,076.43
6,17,82,378.43

Total Financial Liabilites

4,74,59,69,792.84

4,74,59,69,792.84

5.4. Operating Segment Information
5.4.1 General information
A component of the Microfinance that engages in business activities from which it may earn revenues
and incur losses, including revenue and expenses that relate to transactions with any other components
of the microfinance, whose operating results are reviewed regularly by the management to make
decisions about resources allocation to each segment and assess its performance, and for which discrete
financial information is available is termed as operating segment.
Based on the nature of the business, transactions, products and services, the management have identified
seven reporting segments of the microfinance for the purpose of financial reporting:
a Koshi Province
b Madhesh Province
c Bagmati Province
d Gandaki Province
e. Lumbini Province
f. Karnali Province
g Sudurpashchim Province
5.4.2 Information about profit or loss, assets and liabilities
Rs in "000"
. . . . .. . Sudur
Particulars Koshi Madhesh Bagmati Gandaki | Lumbini | Karnali Paschim Total
TOTAL 35,089 3,60,736 1,38,637 1,31,436 1,49,293 12,197 22,786 8,50,174
Revenue
Less: Revenue
from inter- - - - - - - - -
segment
NET 35,089 3,60,736 1,38,637 1,31,436 1,49,293 12,197 22,786 8,50,174
REVENUE ; ,60, )38, 31, 49, , , ,50,
Interest 32,542 3,34,547 128,573 | 121,894 | 138455 | 11311 21,132 7,88,454
revenuc
Interest 20,132 2,06,971 79,543 75411 85,657 6,998 13,073 487,785
expense
Net interest
revenue/expens 12,410 1,27,576 49,030 46,483 52,798 4,313 8,058 3,00,669
€
Segment 3,030 31,153 11,973 11,351 12,893 1,053 1,968 73421
Profit/Loss
::fe‘t';e“t 426,897 | 4388711 | 16,86,663 | 1599,046 | 18,16304 | 148,385 2,77,213 1,03,43,219
Segment 426807 | 4388711 | 1686663 | 1599046 | 1816304 | 148385 2,77.213 1,03.43219
Liabilities
1 e Sforetd
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5.4.3 Measurement of operating segment profit or loss, assets and liabilities

The Microfinance has determined segments based on the provinces.

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

a. Revenue

Amount (NPR.)

Total revenues for reportable segments

85,01,73,825.74

Other revenues

Elimination of intersegment revenues

Entity’s revenues

85,01,73,825.74

b. Profit or loss

Total profit or loss for reportable segments

7,34,21,090.02

Elimination of intersegment profits

Unallocated amounts:

Profit After income tax

7,34,21,090.02

c. Assets

Total assets for reportable segments

10,34,32,18,760.74

Elimination of inter-segmental assets

Other Assets

Entity’s assets

10,34,32,18,760.74

d. Liabilities

Total liabilities for reportable segments

10,34,32,18,760.74

Elimination of inter-segmental liabilities

Other Liabilities

Entity’s liabilities

10,34,32,18,760.74

5.4.5 Information about geographical areas
Revenue from following geographical areas:

Particulars

Net Revenue

Koshi Pradesh

30,30,317.70

Madhesh Pradesh 3,11,53,160.72
Bagmati Pradesh 1,19,72,734.41
Gandaki Pradesh 1,13,50,791.09
Lumbini Pradesh 1,28,92,988.34
Karnali Pradesh 10,53,305.79
Sudurpashchim Pradesh 19,67,791.98
Total 7,34,21,090.02

5.4.6 Information about major customers

The Microfinance does not have any customer, which generates more than 10% of the entity’s revenue.

5.5. Share options and share based payment

The Microfinance does not extend the share options and share based payment to any of its employees.
Thus, during the reporting period the Microfinance does not have any the transactions that are to be

accounted as per NFRS 2 “Share based payments”.

5.6. Contingent liabilities and commitment

Comprehensive disclosure of the contingent liabilities and commitments are made on Note 4.26.

5.7. Related Party Disclosures

The following parties have been identified as the related party transaction as per NAS 24:

Ry G
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a. Shareholders having shareholding of 5% or more during the quarter.
b. Subsidiary of major shareholder.

c. Director of the microfinance and their close family members, if any
d. Key Managerial person and their close family members, if any

5.7.1 Shareholders having shareholding of 4% or more during the year.

31-03-2081 31-03-2080
Shareholder Name % of Holding % of Holding
Kumari Bank Ltd. 5.01% 9.18%
Shangrila Development Bank Ltd. 5.01% 9.18%

5.7.2 Transaction with Significant Shareholders
Related parties with whom transactions have occurred during the reporting Preiod.

Transaction during the year Kumari Bank Shangrila Development Bank
Borrowing 58,50,91,992.22 14,13,56,873.22
Deposit 7,25,30,366.97 2,03,99,597.57
Interest On Borrowing 4,05,51,789.24 1,20,82,957.04

5.7.3 Directors of the microfinance and their close family members, if any
List of Directors and transaction with and payment to directors of the microfinance.

Date of Bod Remarks
S.N. Name Relationship | appointment Meeting
Allowance
1 Mr. Krishna Bahadur Thapa | Chairman 2078.07.13 90,000.00
2 Dr. Narhari Dhakal Director 2078.07.13 75,000.00
3 Dr. Tek Nath Dhakal Director 2078.03.11 60,000.00
* | Mr. Laxmi Prasad Duwal | Director 2080.02.08 | 65,000.00 Eiﬁfiﬁ?ﬁgﬁf}foﬁgﬁﬁg

5 Mr. Arjun Kumar Sing Director 2078.07.13 75,000.00
Mrs. Pushpa Kumari Ghimire | Director 2077.09.29 75,000.00
Mr. Dinesh Aryal Director 2077.09.29 75,000.00

Total 515,000.00

There have been no payment or transactions with the close family member of the directors.

5.7.4 Key Management Personnel (KMP)

The key management personnel are those persons having authority and responsibility of planning, directing
and controlling the activities of the entity, directly or indirectly including any director. The key management
of the Microfinance includes members of its Board of Directors, Chief Executive Officer, and other higher-
level employee of the organization. The name of the key management personnel who were holding various
positions in the office during the year were as follows:

S.N. Name of the Key Management Personnel Post Remarks
1 Keshab Kumar Paudel CEO Sabaiko
2 Resham Neupane DCEO Sadhana
3 Pawan Kumar Shrestha DGM Sabaiko
4 Sitaram Pandit DGM Sadhana
5 Sarita Dhakal AGM Sadhana

5.7.5 Compensation to Key Management Personnel

The members of Board of Directors are entitled for meeting allowances. Salary and allowances are provided
to Chief Executive Officer and other member of Key Management Personnel (KMP). Salary and Allowances
paid to the Chief Executive Officer is based on the contract entered by the Microfinance with him whereas
compensation paid to other member of KMP are governed by Employees Byelaws and decisions made by
management time to time in this regard. In addition to salaries and allowances, non-cash benefits like vehicle
facility, subsidized rate employees' loan termination benefits are also provided to KMP.

The details relating to compensation paid to key management personnel other than directors were as follows:

Ry G
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S.N. | Name Position Remuneration Remarks
1 Keshab Kumar Paudel CEO 0.00 Payment from Sabaiko
2 | Resham Neupane DCEO 23,77,946.57
3 Pawan Kumar Shrestha DGM 0.00 Payment from Sabaiko
4 | Sitaram Pandit DGM 14,36,280.26
5 Sarita Dhakal AGM 12,91,572.03
Total 51,05,798.86

In addition to above, the Microfinance also provide other facilities like telephone, Medical Insurance,
Accidental Insurance, Travelling Allowance as per the approved employee facilities of the Microfinance.

5.8. Merger of Sadhana Laghubitta Bittiya Sanstha and Sabaiko Laghubitta Bittya Sanstha

On 2081/03/29, Sadhana Laghubitta Bittiya Sanstha Limited and Sabaiko Laghubitta Bittiya
Sanstha Limited merged under the provisions of BAFIA Act 2073, following approval from Nepal
Rastra Bank and other statutory requirements. The merger became effective on 2081/03/29.

The merger has been accounted for using the Acquisition Method in accordance with NFRS 3:
Business Combinations. According to the merger agreement, a swap ratio of 1:1 was applied,
meaning shareholders of Sabaiko Laghubitta Bittiya Sanstha Limited received one equity share of
Sadhana Laghubitta Bittiya Sanstha Limited for every one equity share they held.

Consideration Transferred:

Under the swap arrangement, Sadhana Laghubitta Bittiya Sanstha Limited issued 31,86,000 equity
shares of NPR 100 each to the shareholders of Sabaiko Laghubitta Bittiya Sanstha Limited, resulting
in a total issuance valued at NPR 31,86,000.

Identifiable Assets and Liabilities Acquired:

Asset/Liability Amount (NPR)
Property, Plant & Equipment 34,727,073.57
Cash and Cash Equivalents 318,077,827.92
Loans and Advances 4,263,188,674.49
Other Assets 45,262,445.15
Total Asset 4,661,256,021.13
Deposit from Customers (1,199,144,102.10)
Borrowings and Long-term Liabilities (2,915,500,818.71)
Other Liabilities (151,151,888.60)
Total Liabilities (4,129,796,809.41)
Purchase Considerations 531,459,211.72

Goodwill / (Capital Reserve) -

Goodwill Calculation

1. Outstanding shares of Sabaiko MF 3,186,000
2. Swap Ratio 1
3. Shares issued by Sadhana MF 3,186,000
4. Fair value of shares 166.81
5. Purchase consideration 531,456,660
6. Business valuation of Sabaiko MF 531,456,660
Goodwill -
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Goodwill or Capital Reserve:
The merger did not result in the recognition of any goodwill or capital reserve, as the fair value of the
net assets acquired was equivalent to the consideration transferred under the 1:1 swap ratio.

Impact on Financial Statements:
The financial statements of Sampda Laghubitta Bittiya Sanstha Limited now reflect the consolidated
results of both entities from the effective date of the merger.

5.9. Issue, Purchase, and Repayment of debt and equity Securities
None.

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.



Sampada L aghubitta Bittiya Sanstha Limited

aifdes ufddget - 20co/ca

aifas ga aefaa facia den fafwdesr ffq 059 s@™ R TawFw=
qfeehd T faaor qun sasRE



& Y Sampada Laghubitta Bittiya Sandtha Limited aiftfes ufddga - 20c0/ca
Shrestha & Neupane Associates G ik R e
i il ] R AEIN] | | ]|H L ASANnA

—rw D= L SEE— = e e — —_— —

INDEPENDENT AUDITOR'S REPORT
: HAREH ERS OF

SABATRO LAGHUBITTA BITTIYA SANSTHA LIMITED

pmalified @ipininn

W hase adited the fnancial ststemenis of Salaiko Laghilbitta ittiva Sanstha L, (oofere o/
[RTLE R | TR Y, whech i‘nlh[lh'n: the Statcmient of Financial Poation ps al Aslasll 29 200
w08 2024y e Statement of Profil or Loss and Other Comprehensive Income, Satemcis of
L bnges i Lguies aned Staseenent of Cash Flows for the vear then ended. and nates to the Tinanial
stalements, meluding a summary of significant accounting policies.

In oum opunion, exoepl for the effects of the mater described in the Basis e (haalified € lpinion
siw linw ool owar pepert. the accompany g finencial statements present fairly, in all material respects.
the | inancial Position of the Company as a1 Ashadh 29, 081 (fely 13 2024, and its financial
perfiemance and its cash flows for the year then ended in accordance with Nepal Financial
Roporag Sandards (NFRS) with allowed carve-outs and comply with Companies Act, 2063 amd
Meimk sind Pinaneial Institution Act. 2073,

Mesis For Caalified Opinion

I e company has the provision of accumulating stall leaves in excess of 90 days for cach financial
sear acconding 10 s Emplivee Byelaws and the same is paid 1o the stall at the time of retiremen
or semination from service. The company has provisioned NPR 33022627 44 as Liability for
Lone-Service Leave as dischosed under Note 4,19, However, actuarial valuation for the same
bisn ' beem done as per NAS 19, We couldn't quantify the current service cost b be charged in the
sqatement of Comprehensive Income and the amouam 1o be presented in Statenvent of Finans il
1ot o e 1o Uhe sdnie.

W wodducted our sudil i sccordance with Nepal Standards on Awditieg [NSA] he
pemansibslitics under those standands are further described in the Audilor's Responsibilities for the
it ool the Financinl Satements section of aur report, We ang independent of the Company in
avcirdance with the Code of Ethics issued by Institute of Chartered Accountants of Nepal together
wath the ethical requirements that are relevant o our padi of the Gnancial stements in Nepal, and
we liave Tullilked our oiber ethical responsibilities in accordance wiih these requirements and ihe
{ewde of Fihigs lor Professional Accountanis. We believe that the sudit evidence we have ohtained
i sulTigiont and spproprinte 1o provide a basks for our opinion.

by Al Maiters

Foor Andn Maticrs are thase matiers that, i our professional judgment, were of most significance
i vl il of the Nnangial stements of the coment period, These niatters were addressed in the
coila'sd ael i it of e Nnancial statements as a whole. and o foming sar opanion tereon, wisl
ot o el pronade o separate opinion on these maners. For each matier below, our descriptisn of
fieown o aud it neldressed the matker s prov ided in the conte,

Foo ok aen gin the matter desceibed in tee Moaes o Chaalfed oo sectiom, we hase detemiin
thie mters deseribed below o be the key auda matters o be communicatal in our repon

DN Number: 2302240 400 2605YF 33
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| 5 M,
1

key Auwdit Matiers

Anditor's Enrmnu

Interest Heengnition:

The dmterest income of ihe microlinance has
te be recognired on oan secrual basis and
frdbvwing the Intered Income Hecognition
Cisdelimes 2009 issued by NRB. Though
the accrual basis of income recognition s
preseribed in general, the guidelines require
sispension o wilerest  recognilion  on
accrual hasis Tor leans and advances with

_ overdue of more than 12 months whereas

for loans and advances with  overdue
interestiinstallment for 3 1w 12 months,
mterest recognition on accrual basis s
limited on basis of result of coliateral
testing as specified, Given the lack of
syslem capability to suspend recognition of
incoane on the basis of overdoe status of
loan and fair value of collateral as well as
review of fair valuation of collateral on
regular basis, manual intervention will be
required in interest recognition process and
hence create risk of improper application of
guidelines and determination of the Fair
Value of the collateral. This may, in turm,
influence the recogmition of inlerest income
of microfinance.

Other Liabilities include excess  interest
payable to loan customers reversing the
interesl income which may wvary when
microfinance commences the refund. This
may, in tun, have an effect on recognition
of imerest income of the microfinance,
Thus, considered them 1o be as key matter,

Our audit approach regarding verilication of .
process of interest recognition imnelded:

a4, Maining clear understanding of (he
process of accrual of inferest income on
foans and advances in the Core Banking
Software of the microfinance.,

b, For fair valuation of collateral, we
relied on the latest engineer’s valuation
and also test checked the change n the
fair valoe of the collateral.

€. Test Check of imterest imcome booking
with manual computation,

Invesiment in Loans & Advances:

Insestment in loans and advances comprises
of loans and advances provided to the
borrowers via wvarious products o the
 company, The valuation of aforesaid
| securities has been done in compliance with
| NFRS 9, Carve-Out  issued by the
Accounting  Standards Board Nepal and
ll'hm.'li'nt No. 2 & 3 of NEB Unified
| hrective 2078, The invesimenis are
recognized ot Amortized Cost in  the
Ninancial siptements less impaimment fosses
| Fumber, he compulsory carve-oul 1o
provide for higher impairment of NFRS or
MRE Directive makes the assessment ol
simipairment important.

Our sudit approach regarding assessment of |
investment in loans and advances was done |
on a risk-based sampling basis.

We verified outstanding impairmemt staliis
of loans & advances wilh reference w i
NRB directives, NFRS and Carve-Oht |
issued for current year which stated than |
impairment shall be done at higher for
impairment provision as per NRB directives |
or WFRS. "
We verified provisioning of the loans and
advances hased on ageing on the test check |
basis as on 13.07.2024 and the pros iqi..w._r

are adequately made.

UDIN Number: 250224CA012605YF1)
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S N, .  Key Andit Matters — ..'_‘..l.-liil_l'r;'m'l_lﬁlﬂ =

L Information Technnlogy: Chur audit appronch regarding  information
technology of the company was Based upon

| company is digitally stored and transaction the Ilnl'nrm:ltum Technology  Ciuidelines,
are cameed oul digitally/electronically in 2012 issued by NRI.

today s scenario. we have considered the | @ We verified interest income and espense
information  technology  status  of  the booking regarding loan and deposits on
company as our Key Audit Marter, the test basis with the CBS of ihe

We have considered this as key audit maner | COMPANY.

| as any control lapses. validation failures, | ¢ We verified provisioning of the loans and

l wvcorrect input data and wrong extraction of | advances based on apeing on the fest
data may resull in wrong reporting of data | check basis as on 13.07.2024,

| o management,  stakeholders  and

I regulators, L

Simer o ol the information of the

aifdes ufddgel - 20c0/ca

(Yiher Information

Management s responsible Tor ihe preparation of other information. The other information
comprises the information included in the Annunl Repont but does not include the financial
statements and our Auditer’'s Report thercon,

Our opinton on the financial stalements does not cover the other information and we do not
eapress any form of assurance conclusion thereon,

Crur responsihility is o read the Other Information, and in domg so, consiber whetler the Chher
Information is materally mconsistent with the financial statements, or our knowledee obtained in
gourse of our audit or olherwise appears to be materially missiated. IT, based on the work we have
performed, we conclude that there is o material misstatement of this other information, we are
required to report tha Fact, We have nothing o repor in this regard

Responsibilities of Management and Those Charged with Governunce for the Finuncial
Statemenis

Management is responsible for the preparation and fair presentation of the financial statlemenis in
accordance with NFRS, and for such internal control as management delermines is necessary (o
cnable the preparation of financial satements that are free from material missatement, whicther
due 16 Mraud or error,

In preparmg the Nnacial sialements, management is responsibie for nssessing the company’s
abdlity 1o continue as a going concern, disclosing. as applicable, matters related to going concem
anid using the going concern basis of accounting unless management either intends 1o liguidate the
cormpany or o cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing Company's TNinancial reporting
[rremeess

Auditor's Responsibilitics for the Audit of Financial Statemenis

Chur ubfectives are 1o obtain reasonable assurance whether the financial siatements as a whole ary

frev Troem inaterial misststement cavsed due 1o frnod or coror, and to issue audites™s repon 41
e hudies owr opinion. Reasonable assurance is a high level of assurance but is not o guarant i

UDIN Number: 250224CA01 2605YF33
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an ausdit conducted in accordance with NSAs will always detect o material misstatement when it

carsls,

As part of an pdit in accordance with NSAs, we exercise prolessional judigment and maintain
professional skepticism throughout the sudit, We also:

* ldentify amd assess the risks of material misstatement of the linancial statements, whether due
o fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit ev idence that is sulTicient and appropriste 1o provide a basis for our opinion.

o (Wiain an understanding of internal control relevant to the madit i order o design audii
procedures thal are appropriste in ihe circumsiances.

#  Faaluate the appropristeness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

o  Conclude on the appropriateness of management’'s use of the going concern basis of
aceounting.

o Evaluate the overall presentation. structure and content of the financial statements. including
the disclosures. and whether the fMinancial statements represent the underlying transactions and
events in a manner thal achieves fair presentation.

Repart on Other Legal and Regulatory Requirements

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

»  We have obtained all the information and the explanations which, 1o the best of our knowledge
and beliel. were necessary for the purpose of our audit.

* Based on our audit, proper books of accounts as required by law have been kept by the
CoMmpany

#  The Statement of Financial Position, the Statement of Profit or Loss and Other Comprehensive
Income, the Cash Flow Statement, and the Statement of Changes in Equity dealt with by this
repart ane in agresment with the books of accounts maintained by the company

s Hetuwms recerved from the branch offices of the company were adequate for the purpose of o
audit though the statements are independently nod awdited.

#  The capital fumd, risk bearing fund and the provisions for possible impaimient of assets of the
company are adequate considering the Directives issued by Nepal Rastra Bank.

= In our opinion and o the best of our information and according to the explanations and from
our examination of the books of accounts of the company, we have not come across any case
where the Board of Directors or any office bearer af the Company have acted contrary to the
provisions of law, or commiticd any misappropriation or caused any loss or damage 1o the
Company and violated Directives issued by Nepal Rastra Bank or acted in a manner, as would
Jeopardize the interest and security of the Company, its shareholders and its depositors.

» lhe busingss of the company has been conducted satisfactorily and operated withi
Jurisdiction and has been funciioning as per MRE Directives.

UDMN Mumber: 250224CA0126058YTF33
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Statement of Financial Position
As on 29th Ashad 2081

Amount in NPR

Particular Notes As at As at

29 Ashad 2081 31 Ashad 2080
Assets
Cash & Cash Equivalent 4.1 318,077,827.92 175,876,448.18
Statutory Balances and due from Nepal Rastra Bank 4.2 - -
Placements with Bank & Financial Institutions 4.3 - -
Derivative Financial Instruments 4.4 - -
Other Trading Assets 4.5 - -
Loans & Advances to MFIs & Co-operatives 4.6 - -
Loan & Advances to Customers 4.7 4,263,188,674.49 3,738,866,599.95
Current Tax Assets 4.8.1 11,966,116.99 12,160,526.55
Investment Properties 4.9 - -
Property, Plant and Equipment 4.1 34,410,951.70 48,812,385.52
Intangible Assets 4.11 316,121.87 569,848.76
Deferred Tax Assets 482 6,470,565.99 5,960,081.39
Other Assets 4.12 26,825,762.17 4,461,796.73
Total Assets 4,661,256,021.13 3,986,707,687.08
Liabilities
Due to Bank & Financial Institutions 4.13 2,915,500,818.71 2,303,198,847.34
Due to Nepal Rastra Bank 4.14 - -
Derivative Financial Instrument 4.15 - -
Deposits from Customers 4.16 1,199,144,102.10 1,200,642,260.39
Borrowings 4.17 - -
Current Tax Liabilities 4.8.1 - -
Provisions 4.18 -
Other Liabilities 4.19 151,151,888.60 84,306,762.79
Debt Securities Issued 4.20 -
Subordinated Liabilities 421 -
Total Liabilities 4,265,796,809.41 3,588,147,870.52
Equity
Share Capital 4.22 318,600,000.00 318,600,000.00
Retained Earnings (40,758,728.70) (12,387,498.49)
Reserves 4.23 117,617,940.41 92,347,315.05
Total Shareholders Equity 395,459,211.72 398,559,816.56
Non Controlling Interests
Total Equity 395,459,211.72 398,559,816.56
Total Liabilities & Equity 4,661,256,021.13 3,986,707,687.08
Contingent Liabilities and Commitment 4.24
Net assets value per share 124.12 125.10

Accompanying notes are integral part of these financial statements

As per our report of even date

Gangapal Chaudhary
Chief Financial Officer

Keshab Kumar Paudel Pradeep Sigdel (Sharma) Jiba Moorti Pant Suman Shrestha, FCA.
Chief Executive Officer Director Director Partner
Shrestha & Neupane Associates

Chartered Accountants

Shyam Prasad Shrestha Sushma Dwivedi Lohani Narayan Prasad Joshi Date:
Director Director Chairman Place: Kathmandu
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Statement of Profit or Loss

For the period from 1st Shrawan 2080 to 29th Ashad 2081

aifde ufddgal - 20c0/ca

Amount in NPR

. Year Ended Year Ended
Particular Notes 29-03-2081 31-03-2080
Interest Income 4.25 588,132,987.89 637,627,046.96
Interest Expense 4.26 387,305,079.01 438,152,794.21
Net Interest Income 200,827,908.88 199,474,252.75
Fees & Commission Income 4.27 43,715,042.02 22,598,313.05
Fees & Commission Expense 4.28 5,405,800.00 4,312,018.36
Net Fee & Commission Income 38,309,242.02 18,286,294.69
Net Interest, Fee & Commission Income 239,137,150.90 217,760,547.44
Other Operating Income 4.29 6,830,883.56 2,052,564.84
Total Operating Income 245,968,034.46 219,813,112.28
Impairment (Charge)/ reversal for loans & other losses 4.30 (5,111,077.24) 3,228,275.51
Net Operating Income 240,856,957.22 223,041,387.79
Personnel Expenses 431 178,344,541.00 164,192,714.26
Other Operating expenses 4.32 43,507,994.10 46,330,767.18
Depreciation & Amortization 4.33 16,163,139.71 17,089,789.41
Finance cost on Lease Liability 4.37 3,616,929.87 4,740,360.54
Operating Profit (775,647.47) (9,312,243.61)
Non Operating Income 4.34 - -
Non Operating Expense 4.35 - -
Profit before Income Tax (775,647.47) (9,312,243.61)
Income Tax Expense 247,604.38 (2,800,328.70)
Current tax 4.36 758,088.97 -
Deferred tax 4.36 (510,484.59) (2,800,328.70)
Profit for the year (1,023,251.84) (6,511,914.91)
Profit attributable to:

Equity holder of the Financial Institution (1,023,251.84) (6,511,914.91)
Non-Controlling Interest

Profit for the year (1,023,251.84) (6,511,914.91)
Earnings per share

Basis EPS (0.32) (2.04)
Diluted EPS (0.32) (2.04)

Accompanying notes are integral part of these financial statements

Keshab Kumar Paudel
Chief Executive Officer

Gangapal Chaudhary
Chief Financial Officer

Pradeep Sigdel (Sharma)
Director

As per our report of even date

Jiba Moorti Pant
Director

Suman Shrestha, FCA.

Partner

Shrestha & Neupane Associates

Chartered Accountants

Date:
Place: Kathmandu

Shyam Prasad Shrestha Sushma Dwivedi Lohani

Director

Narayan Prasad Joshi

Director Chairman
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Statement of Comprehensive Income¢
For the period from 1st Shrawan 2080 to 29th Ashad 2081
Amount in NPR

. Year Ended Year Ended
Particular Notes 29-03-2081 31-03-2080

Net profit for the year -1,023,251.84 -6,511,914.91

Other comprehensive income¢

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 Revaluation

Actuarial gains/(losses) on defined benefit plans

Income tax relating to above items

Net other comprehensive income that will not be reclassified to profit or los: - -

b) Items that are or may be reclassified to profit or los:
Gains/(losses) on cash flow hedge

Exchange gains/(losses) (arising from translating financial assets of foreign operation
Income tax relating to above items
Reclassify to profit or loss

Net other comprehensive income that are or may be reclassified to profit or los -

Other Comprehensive Income For The Year, Net Of Income Ta: -

Total Comprehensive income for the yeai -1,023,251.84 (6,511,914.91)

Total Comprehensive Income attirbutable to
Equity Holders of Financial Institution -1,023,251.84 (6,511,914.91)
Non-Controlling Interest - -

Total Comprehensive Income For The Perioc -1,023,251.84 (6,511,914.91)

As per our report of even date
Accompanying notes are integral part of these financial statements

Gangapal Chaudhary Keshab Kumar Paudel Pradeep Sigdel (Sharma) Jiba Moorti Pant Suman Shrestha, FCA.
Chief Financial Officer Chief Executive Officer Director Director Partner
Shrestha & Neupane Associates

Chartered Accountants

Shyam Prasad Shrestha Sushma Dwivedi Lohani Narayan Prasad Joshi Date:
Director Director Chairman Place: Kathmandu



Sampada L aghubitta Bittiya Sanstha Limited

Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Statement of Cash Flows
For the period from 1st Shrawan 2080 to 29th Ashad 2081

aifde ufddgal - 20c0/ca

Amount in NPR
Particul N Year Ended Year Ended
articulars ote 29-03-2081 31-03-2080

Cash Flow From Operating Activities
Interest received

545,533,791.43

621,476,458.79

Fees and other income received 43,715,042.02 22,598,313.05
Receipts from other operating activities 6,830,883.56 2,052,564.84
Interest paid (387,305,079.01) (438,152,794.21)

Commission and fees paid
Cash payment to employees
Other expense paid

(5,405,800.00)
(178,344,541.00)
(43,507,994.10)

(4,312,018.36)
(164,192,714.26)
(46,330,767.18)

Operating Cash Flows Before Changes In Operating Assets And Liabilities

(18,483,697.10)

(6,860,957.34)

(Increase)/Decrease In Operating Assets
Loans and advances to customers

(509,197,920.77)

647,284,677.50

(486,833,955.32)

647,269,881.10

Other assets (22,363,965.44) 14,796.39
Increase/(Decrease) In Operating Liabilities 76,794,114.31 (118,598,754.92)
Deposit from customers (1,498,158.29) (113,590,558.78)
Borrowings 0.00
Other liabilities 78,292,272.60 (5,008,196.14)
Net Cash Flow From Operating Activities Before Tax Paid (450,887,503.56) 521,824,965.24
Income taxes paid (563,679.41) (995,968.91)
Net Cash Flow From Operating Activities (451,451,182.97) 520,828,996.33

Cash Flow From Investing Activities
Purchase of property and equipment

(1,507,979.00)

(1,211,265.00)

Disposal of property and equipment 0.00
Purchase of intangible assets - -
Net Cash Flow From Investing Activities (1,507,979.00) (1,211,265.00)

Cash Flow From Financing Activities
Receipt from issue of debt securities
Receipt from Borrowing from Other BFIs
Payment for Lease

Dividends paid

Other receipt/(payment)

612,301,971.37
(15,064,076.66)
0.00
(2,077,353.00)

(636,656,146.00)
(15,350,680.52)
(2,557,894.74)
(2,433,570.25)

Net Cash Flow From Financing Activities

595,160,541.71

(656,998,291.51)

Net Increase (Decrease) In Cash And Cash Equivalents

142,201,379.74

(137,380,560.18)

Cash and cash equivalents at Shrawan 1, 2080
Effect of exchange rate fluctuations on cash and cash equivalents held

175,876,448.18

313,257,008.36

Cash And Cash Equivalents At Ashad End 2080

318,077,827.92

175,876,448.18

Accompanying notes are integral part of these financial statements

As per our report of even date

Keshab Kumar Paudel
Chief Executive Officer

Gangapal Chaudhary
Chief Financial Officer

Pradeep Sigdel (Sharma)  Jiba Moorti Pant Suman Shrestha, FCA.
Director Director Partner
Shrestha & Neupane Associates

Chartered Accountants

Sushma Dwivedi Lohani
Director

Shyam Prasad Shrestha
Director

Narayan Prasad Joshi ~ Date:
Chairman Place: Kathmandu
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Sampada L aghubitta Bittiya Sanstha Limited

Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Statement of Distributable Profit or Loss
For the year ended 29th Ashad 2081
(As Per NRB Regulation)

aifdes ufddgel - 20c0/ca

Amount in NPR

Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Net Profit or (loss) as per Statement of Profit or Loss

(1,023,251.84)

(6,511,914.91)

Appropriations:
a. General Reserve

b. Foreign exchange fluctuation fund

c. Capital redemption reserve

d. Corporate Social Responsibility fund
e. Employees Traning Fund

f. Client Protection fund

g. Other

Profit or (loss) before regulatory adjustment

(1,023,251.84)

(6,511,914.91)

Regulatory Adjustment

a. Interest receivable (-)/previous accrued interest received (+

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 (+

(26,837,493.77)

(10,174,870.55)

e. Deferred tax assets recognized (-)/ reversal (+) (510,484.59) (2,800,328.70)
f. Goodwill recognized (-)/ impairment of Goodwill (+ - -
g. Bargain purchase gain recognized (-)/reversal (+ - -
h. Actuarial loss recognized (-)/reversal (+ - -
i. Other (+/-) - R
Distributable Profit or Loss (28,371,230.21) (19,487,114.16)
Opening Retained Earning as on Shrawan 1, 2080 (12,387,498.49) 58,257,510.41
Adjustment(+,-) - -
Distributions:
Bonus Shares Issued - 48,600,000.00
Cash Dividend Paid - 2,557,894.74
Total Distributable profit or (Loss) as on (40,758,728.69) (12,387,498.49)
Annualised Distributable Profit/Loss per share -12.79% -3.89%

Accompanying notes are integral part of these financial statement:

As per our report of even date

Gangapal Chaudhary
Chief Financial Officer

Shyam Prasad Shrestha
Director

Keshab Kumar Paudel
Chief Executive Officer

Sushma Dwivedi Lohani

Director

Pradeep Sigdel (Sharma)
Director

Jiba Moorti Pant
Director

Narayan Prasad Joshi
Chairman

Suman Shrestha, FCA.

Partner

Shrestha & Neupane Associates
Chartered Accountants

Date:
Place: Kathmandu

Ry G
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Notes to the Financial Statements

For the year ended 29th Ashad 2081

1. Reporting Entity

Sabaiko Laghubitta Bittiya Sanstha Ltd is a national level microfinance Institution licensed by Nepal Rastra
Bank, the central bank of Nepal. Sabaiko Laghubitta Bittiya Sanstha Limited (SABSL / Microfinance/ the
Company) was registered at Office of Company Registrar as Public Limited Company on 8th May, 2017 with
registration number of 168213/073/074. Sabaiko Laghubitta Bittiya Sanstha Limited (SABSL) or "the
Microfinance" or "the Company") obtained license from Nepal Rastra Bank as 'D' class national level financial
institution for working as to provide banking services to the rural unbanked population and contribute to the
overall poverty reduction program through increment of production and productivity of rural Nepal. It started
formal microfinance operation on July 14, 2017, from its first branch office located in Bandipur - 1, Dumre,
Tanahu. It has over 92 Branches in Nepal. Registered under PAN 605953464.

2. Basis of Preparation
2.1.Statement of Compliance

The financial statements of the Microfinance have been prepared in accordance with Nepal Financial Reporting
Standard (NFRS) issued by Accounting Standard Board (ASB) of Institute of Chartered Accountants of Nepal.
The financial statements are based on the formats mandated by the Directive No. 4 of The Unified Directives,
2078 as made applicable by the Nepal Rastra Bank.

These financial statements for the year ended 29" Ashad, 2081 are the financial statements of the microfinance
prepared in accordance with NFRS.

Previous year’s figures have been regrouped/reclassified wherever necessary to conform with the current year’s
classification / disclosures.

2.2.Reporting Period and Approval of Financial Statements

The microfinance follows Nepalese financial year based on Nepali calendar starting from 1% Shrawan and ending
on 29th of Ashad.

These financial statements consist of the Statement of Financial Position as of 29th Ashad 2081. The
microfinance has also presented Statement of Profit or Loss and Statement of Other Comprehensive Income,
statements of Changes in Equity and Statements of Cash Flows for the year ended as of 29th Ashad 2081 along
with the necessary and related notes.

The Board of Directors acknowledges the responsibility for the preparation and presentation of financial
statements as per the provision of The Companies Act, 2063.

These financial statements were authorized for issue by the Board of Directors on its ......... meeting held on
............ and recommended for the approval by shareholders in the .... Annual General Meeting.
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2.3.Functional and Presentation Currency

The financial statements are presented in Nepalese Rupees (NPR) which is the currency of the primary economic
environment in which the Microfinance operates. The financial information presented has been rounded off to
nearest rupee except where otherwise stated.

2.4.Use of Estimates, Assumptions and Judgments

The preparation of financial statements requires management to make judgments, estimates and assumptions in
the application of accounting policies that affect the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates. Continuous evaluation is done on the estimation and judgments
based on historical experience and other factors, including expectations of future events that are believed to be
reasonable. Revisions to accounting estimates are recognized prospectively in current and future periods.

2.5.Changes in Accounting Policies

The accounting policies are applied consistently to all the periods except where deviations have been explicitly
mandated by the applicable accounting standards presented in the financial statements, including the preparation
of the opening NFRS compliant Statement of Financial Position as at 1st Shrawan, 2078 being the date of
transition to NFRS.

2.6.New Standards Issued but not yet effective

A number of new standards and amendments to the existing standards and interpretations have been issued by
IASB after the pronouncements of IFRS with varying effective dates. Those become applicable when ASB
Nepal incorporates them within NFRS. NFRS 9 is applicable from annual period beginning on or after July 16,
2020. The Bank is following all the provisions of NFRS 9 except impairment requirements of the standard, for
which the carveout pronounced by ICAN till FY 2080-81 is being adhered to.

2.7.New Standards and Interpretation not adopted

All accounting standards along with carve-outs, developed by Nepal Accounting Standards Board, Nepal (ASB
Nepal) and pronounced by The Institute of Chartered Accountants of Nepal (ICAN) where applicable, have been
incorporated.

2.8.Discounting

The non-current assets and liabilities are discounted whenever the discounting is material and if required by the
NEFRS.

. Significant Accounting Policies
3.1.Basis of Measurement

The Financial Statements of Microfinance have been prepared on the historical cost basis, except for the
following items:

Items Basis of Measurement
Retirement Benefit Present value of defined benefit
Obligation Obligation less the fair value of the plan assets

3.2.Basis of Consolidation

Business combinations are accounted for using the acquisition method in line with the NFRS 03 "Business
Combination". The consideration transferred in the acquisition and identifiable net assets acquired are measured
at fair value. Any goodwill that arises is tested annually for impairment. Any gain on a bargain purchase is

Ry G
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recognized in profit or loss immediately. Transaction costs are expensed as incurred, except if they are related
to the issue of debt or equity securities.

The microfinance doesn’t have any other entity for consolidation of financial statements.
3.3.Cash & Cash Equivalent

The cash and cash equivalents for the purpose of cashflow statement include cash in hand, balances with banks
and financial institutions, money at call and short notice and highly liquid financial assets with original maturity
of three months or less from the acquisition date that are subject to and insignificant risk of changes in their fair
values and are used by the microfinance in the management of its short-term commitments.

Cash and Cash equivalents include cash in hands, deposits with BFIs and other short-term investments with
original maturities of three months or less. Details of Cash and Cash Equivalents are presented under Note 4.1.

3.4.Financial Assets and Financial Liabilities
3.4.1. Recognition

The Microfinance recognizes financial assets and financial liabilities when it becomes a party to the contractual
provisions of the instrument. All financial assets and liabilities are measured at fair value on initial recognition.
Transaction costs in relation to financial assets and financial liabilities, other than those carried at fair value
through profit or loss (FVTPL), are added to the fair value on initial recognition. Transaction costs in relation to
financial assets and financial liabilities which are carried at fair value through profit or loss (FVTPL), are
charged to the statement of profit and loss.

3.4.2. Classification and Measurement

The financial assets and liabilities are subsequently measured at amortized cost or fair value on the basis of the
business model for managing the financial assets and the contractual cash flow characteristics of the financial
assets.

3.4.2.1. Financial Assets
Financial assets are classified under three categories as required by NFRS 9, namely:
a. Measured at amortized cost:

Financial assets that are held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows that are solely payments of principal and interest, are subsequently measured at
amortized cost using the effective interest rate (‘EIR’) method less impairment, if any. The amortization of EIR
and loss arising from impairment, if any is recognized in the Statement of Profit and Loss.

b. Measured at fair value through OCI:

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¢. Measured at fair value through profit or loss:

The Microfinance classifies the financials assets as fair value through profit or loss if they are held for trading
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or designated at fair value through profit or loss.

Any other financial asset not classified as either amortized cost or FVOCI, is classified as FVTPL.
3.4.2.2. Financial Liabilities

Financial liabilities are classified under three categories as required by NFRS 9, namely:

a. Financial liabilities at fair value through profit or loss:

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss. Upon initial recognition,
transaction cost is directly attributable to the acquisition are recognized in Statement of Profit or Loss as
incurred. Subsequent changes in fair value are recognized at profit or loss.

b. Financial liabilities measured at amortized cost:

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

3.4.3. De-recognition

The Microfinance derecognizes a financial asset when the contractual rights to the cash flows from the financial
asset expire or it transfers the contractual rights to receive the cash flows from the asset.

A financial liability is derecognized when the obligation specified in the contract is discharged, cancelled or
expires.

3.4.4. Determination of Fair Value

The fair value of a financial instrument is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. The Microfinance
follows three levels of the fair-value-hierarchy are described below:

Level 1: Quoted (unadjusted) prices for identical assets or liabilities in active markets;

Level 2: Significant inputs to the fair value measurement are directly or indirectly observable or valuations of
quoted for similar instrument in active markets or quoted prices for identical or similar instrument in inactive
markets; and

Level 3: Significant inputs to the fair value measurement are unobservable.

Investment in Unquoted Equity Instrument are carried at cost as the market price of such shares could not be
ascertained with certainty at the reporting date.

3.4.5. Impairment

The Microfinance reviews its individually significant loans and advances at each reporting date to assess whether
an impairment loss should be provided in the Statement of Profit or Loss. The Management’s judgement is
extensively used in the estimation of the amount and timing of future cash flows when determining the
impairment loss. These estimates are based on assumptions about a number of factors and hence actual results
may differ, resulting in future changes to the provisions made.

The individual impairment provision applies to financial assets evaluated individually for impairment and is
based on Management’s best estimate of the present value of the future cash flows that are expected to be
received. In estimating these cash flows, Management makes judgements about the number of factors including
a borrower’s financial situation and the net realizable value of any underlying collateral. Each impaired asset is

Ry G
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assessed on its merits to estimate the recoverable amount of cash flows. A collective impairment provision is
established for:

e groups of homogeneous loans and advances and investment securities which are held-to-maturity, that
are not considered individually significant; and

e Groups of assets that are individually significant but that were not found to be individually impaired.

The collective impairment is carried using the statistical modelling such as historical trends of probability of
defaults, timings of recoveries, and current economic and market conditions which may warrant for the loss
being greater than the suggested by the historical trends.

For the purpose of collective assessment of impairment Microfinance has categorized assets into following broad
products as follows:

Sadharan Karja

Mausami Karja
Laghu-Uddhyam Karja
Grahak Punarutthan Loan
Yuwa Swarojgar Karja
Aakasmik Karja

Aawas Karja

Carveout adopted for assessment of impairment charge

The Microfinance has opted to apply carveout on impairment of loans and receivables. Accordingly, individual
and collective impairment loss amount calculated as per NFRS is compared with the impairment provision
required under NRB directive no. 2, higher of the amount derived from these measures is taken as impairment
loss for loans and receivables.

Comparison of Impairment as per NFRS and NRB:

F/Y
2080-81
69,097,909.53

F/Y
2079-80
63,986,832.29

Particulars

LLP as per NRB Directives

57,334,846.56 10,638,344.46

Impairment as per NFRS

The details of the Collective LLP as per NRB Directive have been tabulated below:

F/Y F/Y
Particulars 2080-81 2079-80
Good Loan 11,151,008.38 | 8 545,888.02
Watchlist 1,269,451.35 | 1,765,287.55
Restructuring/Rescheduling Loan 15,678,713.07 19,940,308.86
Sub-Standard Loan 1,804,794.14 | 3.499,338.77
Doubtful Loan 3,950,512.21 | 7,175,387.83
Bad Loan 35,243,430.38 | 23,060,621.26
Additional LLP - -
TOTAL 69,097,909.53 63,986,832.29
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3.5.Trading Assets

Financial assets are classified as trading assets (held for trading) if they have been acquired principally for the
purpose of selling in the near term, or form part of a portfolio of identified financial instruments that are managed
together and for which there is evidence of a recent pattern of short- term profit taking. They are recognized on
a trade date, when the Microfinance enters into contractual arrangements with counterparties, and are normally
derecognized when sold. They are initially measured at fair value, with transaction costs taken to profit or loss.
Subsequent changes in their fair values are recognized in profit or loss in ‘Net trading income’. However, the
Microfinance does not have such assets to be recognized as trading assets as on 29" Ashad end 2081.

3.6.Derivative Assets and Derivative Liabilities

Derivative instruments include transactions like interest rate swap, currency swap, forward foreign exchange
contract etc. held for trading as well as risk management purposes. Derivative financial instruments are initially
measured at fair value on the contract date and are subsequently re-measured to fair value at each reporting date.
However, the Microfinance does not have such instruments as on 29" Ashad end 2081.

3.7.Property, Plant and Equipment

Recognition and measurement: Property, plant and equipment are measured at cost less accumulated
depreciation and impairment losses, if any. Cost includes expenditures directly attributable to the acquisition of
the asset.

Depreciation: The Microfinance depreciates property, plant and equipment following Straight Line Method
based on the useful life of the assets. The useful life of the asset differs from the useful life as prescribed under
Appendix — I of Application Guidance Note on NAS 16 as the company believes that the useful life depicts the
best use of the asset. The useful life of the assets used for depreciation purpose as per the management estimates
are as follows:

Type of Asset Useful Life
Partitions & Paintings 5 Years
Computer & Equipments 5 Years
Furnitures & Fixtures 8 Years
Other Assets-Lockers 20 Years
Inverters & Fans 5 Years
Vehicles 10 Years

The Microfinance adopts cost model for entire class of Property, Plant and Equipment. It has not measured any
Property Plant and Equipment at revaluation model and at fair value. The items of Property, Plant and Equipment
are measured at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation of newly acquired assets is charged based upon the date of invoice and assets having acquisition
cost less than NPR. 2,500 has been written down as an expense for the period in the Statement of Profit and
Loss.

3.8.Goodwill/Intangible Assets

Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired in Business
Combination is recognized as goodwill. Goodwill is measured at cost less any accumulated impairment losses.
Goodwill is reviewed for impairment annually, or more frequently, if events or changes in circumstances indicate
that the carrying value may be impaired.

Intangible assets are recognized separately from goodwill when they are separable or arise from contractual or
other legal rights, and their fair value can be measured reliably. These intangible assets are recognized at
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historical cost less impairment / amortization over their estimated useful life. The microfinance amortizes the
intangible assets over its useful life of 5 years.

3.9.Investment Property

Investment properties include land or land and buildings other than those classified as property and equipment
and non-current assets held for sale. It includes assets which are held for capital appreciation or for rental to
others or held for undetermined future use. It also includes land, land and building acquired by Microfinance as
non-banking assets but not sold as on the reporting date. However, the Microfinance does not have Investment
Property as on 29" Ashad 2081.

3.10. Income Tax
Tax expenses comprise of current tax and deferred tax.
3.10.1. Current Tax

Current tax is the income tax expense recognized in the statement of Profit or Loss, except to the extent it relates
to items recognized directly in equity or OCI in which case it is recognized in equity or in other comprehensive
income. Current tax is the amounts expected or paid to Inland Revenue Department in respect of the current
year, using the tax rates and tax laws enacted or substantively enacted on the reporting date and any adjustment
to tax payable in respect of prior years.

Current Tax Calculation as per Income Tax Act, 2058
3.10.2. 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 extent
that it is 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.

During this Fiscal Year Net Deferred Tax Asset is NPR 6,470,565.99 calculation of which is shown in Note
4.8.2.

3.11. Deposit, debt securities issued and subordinated liabilities
3.11.1. Deposits

Deposits by members and public depositors are initially recognized at fair value, plus for those financial
liabilities not at fair value through profit and loss. The transaction price is considered as the fair value for
measuring the deposits.

3.11.2. Debt Securities Issued

Debt Securities are initially measured at the fair value less incremental direct cost and subsequently at their
amortized cost using an effective interest method except where the bank designates liabilities at fair value
through profit or loss. However, the Microfinance does not have such Debt Securities as on 29" Ashad, 2081.
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3.11.3. Subordinate Liabilities

These are the liabilities subordinated, at the event of winding up, to claims of depositors, debt securities issued
and other creditors. It shall include redeemable preference shares, subordinated notes issued, borrowings etc.
During the reporting period the Microfinance does not have any such liabilities.

3.12. Provisions, other Liabilities Contingent Liabilities

A provision is recognized if as a result of a past event, the Microfinance has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be required
to settle the obligation. The amount recognized is the best estimate of the consideration required to settle the
present obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation
at that date. Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate and
are reversed if there is no probability of outflow of resources.

The contingent liabilities are the liabilities for which it is uncertain as to whether it will become an obligation
as it depends on the occurrence of an uncertain future event. These amounts are off-balance sheet items and are
disclosed when there is a possible obligation that may but probably will not require an outflow of resources.

A provision for onerous contracts is recognized when the expected benefits to be derived by the Microfinance
from a contract are lower than the unavoidable cost of meeting its obligations under the contract. The
Microfinance does not have such contingent liabilities and onerous contracts as on 29" Ashad, 2081.

3.13. Revenue Recognition
3.13.1. Interest Income and Expenses

The Microfinance recognizes interest income and expenses for financial instruments measured at amortized cost
and interest-bearing financial instruments measured at fair value through other comprehensive income using the
effective interest rate (EIR), which is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying
amount of the financial asset or financial liability.

The EIR (and therefore, the amortised cost of the financial asset) is calculated by taking into account transaction
costs and any discount or premium on the acquisition of the financial asset, as well as fees and costs that are an
integral part of the EIR. The Microfinance recognises interest income using a rate of return that represents the
best estimate of a constant rate of return over the expected life of the loan. Hence, the EIR calculation also takes
into account the effect of potentially different interest rates that may be charged at various stages of the financial
asset’s expected life, and other characteristics of the product life cycle (including prepayments, penalty interest
and charges).

The calculation takes into account all contractual terms of the financial instrument (for example, prepayment
options) and includes any fees or incremental costs that are directly attributable to the instrument and are an
integral part of the effective interest rate, but not future credit losses.

If expectations of fixed rate financial assets or liabilities’ cash flows are revised for reasons other than credit
risk, then changes to future contractual cash flows are discounted at the original EIR with a consequential
adjustment to the carrying amount. The difference from the previous carrying amount is booked as a positive or
negative adjustment to the carrying amount of the financial asset or liability on the balance sheet with a
corresponding increase or decrease in Interest revenue/expense calculated using the effective interest method.

NFRS 9 requires that interest income for financial assets classified as Stage 3 be calculated on the net carrying
amount (after deducting credit impairments), which will result in a portion of contractual interest being
suspended. NFRS 9 requires that this suspended contractual interest be presented as part of the financial assets’
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gross carrying amount.

3.13.2. Fee and Commission Income
Fees and commissions are recognized on an accrual basis when the service has been provided.
3.13.3. Dividend Income

Dividend income received from equity shares is recognized in the books when the right to receive the dividend
is established.

3.13.4. Net Trading Income

Net Trading Income includes all gains and losses from changes in fair value, related capital gain/loss and
dividend from financial assets ‘Held for Trading’. Trading expenses are deducted from the trading income and
the amount net of trading expenses are disclosed in statement of profit and loss.

3.13.5 Net Income from Other Financial Instrument at Fair Value Through Profit and Loss

Net income from other financial instrument measured at fair value through Profit or Loss includes all gains/
(losses) raised from the revaluation of financial instrument at fair value.

3.14. Employee Benefits
3.14.1. Short term Employee Benefits

The Microfinance’s short term employee benefits mainly include wages, salaries, allowances, socials security
expenses, bonuses as provided in the law and other employee related expenses. Short term employee benefits
are measured on an undiscounted basis and are charged to statement of profit and loss as and when the related
service is provided.

3.14.2. Post-Employment employee benefits
3.14.2.1. Defined Contribution Plans

Post-Employment benefits plan under which the microfinance pays a fixed contribution to a separate entity and
has no legal or constructive obligation to pay future amounts are categorized under defined contribution plans.
The contributions to defined contribution plans are recognized in profit or loss as and when the services are
rendered by employees.

Social Security Fund

As per the Contribution Based Social Security Act, 2074 every entity shall contribute a total amount of 31% of
basic salary of the employee as social security contributions. The company has enrolled under Social Security
Fund on 2078.02.19. Microfinance has adhered to the same and the microfinance doesn’t have any future liability
arising from such contributions.

Any unpaid contribution is recorded as a liability under ‘Other Liabilities’ in Note 4.19.
3.14.2.2.2. Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
Microfinance’s net obligation in respect of defined benefit plans is calculated separately for each plan by
estimating the amount of future benefit that employees have earned in return for their service in current and prior
periods. That benefit is discounted to determine its present value. Any unrecognized past service costs and the
fair value of any plan assets are deducted. The discount rate is the yield at the reporting date on corporate bonds,
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that have maturity dates approximating the terms of the Microfinance's obligation and that are denominated in
the currency in which the benefit is expected to be paid. The defined benefit obligation is recognized on the
basis of the report of qualified actuary using the projected unit credit method. The Microfinance recognizes all
actuarial gains and losses arising from defined benefit plans immediately in OCI and all expenses related to
defined benefits plans in employee benefit are expensed in profit and loss account. When the calculation results
in a potential asset for the company, the recognized assets are limited to the present value of economic benefits
available in the form of any future refunds from the plan or reductions in future contributions to the plan. To
calculate the present value of economic benefits consideration is given to any applicable minimum funding
requirements.

Measurements of the net defined benefit liability comprise actuarial gains and losses. The return on plan assets
(excluding interest income) and the effect of the assets ceiling (if any excluding interest) are recognized
immediately in OCI. The Microfinance determines the net interest expense (income) on the net defined liability
(assets) for the period by applying the discount rate used to measure the defined benefit obligation at the
beginning of the annual period to the then net defined benefits liability (assets), taking into account any changes
in the net defined benefit liability (asset) during the period as a result of contribution and benefits payments. Net
interest expenses and other expenses related to defined benefit plans are recognized as personal expenses in the
Statement of profit and Loss.

3.14.2.3. Other Long-Term Benefits
Leave

Other long-term benefits include those payments which are not due within 12 months after the end of the
reporting period.

Microfinance provides accumulated leave benefits under its Employees Byelaw. Home leave is accumulated up
to 90 days and there is no limit to the accumulation of sick leave. Accumulated leave benefits are treated as long
term benefit liability. Accumulated leave obligations are calculated based on actuarial valuations.

However, during the financial year, the microfinance has not carried out actuarial valuation for Long Serivce
Leave.

3.15. Leases

At inception of a contract, the Microfinance assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.

i. As as Lessee

At commencement or on modification of a contract that contains a lease component, the microfinance allocates
the consideration in the contract to each lease component on the basis of its relative stand-alone prices. However,
for the leases of property the microfinance has elected not to separate non-lease components and account for the
lease and non-lease components as a single lease component.

The Microfinance recognises a right-of-use asset and a lease liability at the lease commencement date. The right-
of-use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for
any lease payments made at or before the commencement date, plus any initial direct costs incurred and an
estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on
which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date
to the end of the lease term, unless the lease transfers ownership of the underlying asset to the Microfinance by
the end of the lease term or the cost of the right-of-use asset reflects that the Microfinance will exercise a
purchase option. In that case the right-of-use asset will be depreciated over the useful life of the underlying asset,
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which is determined on the same basis as those of property and equipment. In addition, the right-of-use asset is
periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the microfinance’s incremental borrowing rate. Generally, the Microfinance uses its incremental
borrowing rate as the discount rate.

The Microfinance has determined its’ incremental borrowing rate as per the interest rate charged by Nepal Rastra
Bank on its lending which is 12.30% for the financial year.

Lease payments included in the measurement of the lease liability comprise the following:
e fixed payments, including in-substance fixed payments;

e variable lease payments that depend on an index or a rate, initially measured using the index or rate as
at the commencement date;

e amounts expected to be payable under a residual value guarantee; and

e the exercise price under a purchase option that the Microfinance is reasonably certain to exercise, lease
payments in an optional renewal period if the Microfinance is reasonably certain to exercise an extension
option, and penalties for early termination of a lease unless the Microfinance is reasonably certain not
to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there
is a change in future lease payments arising from a change in an index or rate, if there is a change in the
Microfinance’s estimate of the amount expected to be payable under a residual value guarantee, if the
Microfinance changes its assessment of whether it will exercise a purchase, extension or termination option or
if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

The Microfinance presents right-of-use assets that do not meet the definition of investment property in ‘property,
plant and equipment’ and lease liabilities in ‘Other Liabilities’ in the statement of financial position.

Short-term leases and leases of low-value assets

The Microfinance has elected not to recognise right-of-use assets and lease liabilities for leases of low-value
assets and short-term leases. The Microfinance recognises the lease payments associated with these leases as an
expense on a straight-line basis over the lease term.

ii. As as Lessor

At inception or on modification of a contract that contains a lease component, the Microfinance allocates the
consideration in the contract to each lease component on the basis of their relative standalone prices.

When the Microfinance acts as a lessor, it determines at lease inception whether each lease is a finance lease or
an operating lease.

To classify each lease, the Microfinance makes an overall assessment of whether the lease transfers substantially
all of the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a
finance lease; if not, then it is an operating lease. As part of this assessment, the Microfinance considers certain
indicators such as whether the lease is for the major part of the economic life of the asset.
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When the Microfinance is an intermediate lessor, it accounts for its interests in the head lease and the sub-lease
separately. It assesses the lease classification of a sub-lease with reference to the right-of-use asset arising from
the head lease, not with reference to the underlying asset. If a head lease is a short-term lease to which the
Microfinance applies the exemption described above, then it classifies the sub-lease as an operating lease.

If an arrangement contains lease and non-lease components, then the Microfinance applies NFRS 15 to allocate
the consideration in the contract.

The Microfinance recognises lease payments received under operating leases as income on a straightline basis
over the lease term as part of ‘other revenue’. During the financial year, the company has not entered into any
agreement as a lessor, hence no income is generated due to the same.

3.16. Share Capital and Reserves
3.16.1. Share Capital

Financial instruments issued are classified as equity when there is no contractual obligation to transfer cash,
other financial assets or issue available number of own equity instruments. Incremental costs directly attributable
to the issue of new shares are shown in equity as deduction net of taxes from the proceeds.

Dividends on ordinary shares classified as equity are recognized in equity in the period in which they are
declared.

The shares issue expenses which can be avoided for the issue was charged in the year of issue directly through
equity and disclosed in the statement of changes in equity. Tax impact is also disclosed.

3.16.2. Reserves
The reserve includes regulatory and free reserves.
a) Statutory General Reserves

20% of the net profit as stated in Bank and financial Institution Act, 2073 and 50% of additional amount of Cash
Dividend or Bonus Shares if declared and distributed in excess of 15% as provisioned in Circular GHA/5/079/80
of NRB Dated 2079/11/10 is set aside to the general reserve.

b) Exchange Equalization Reserve

This is a statutory reserve created in compliance with BAFIA. 25% of the revaluation on the foreign currency
computed as per regulatory books is set aside for the Exchange Equalization Reserve.

¢) Assets Revaluation Reserve

This is a non-statutory reserve and is the requirement in the application of accounting policy for non-financial
assets such as property, equipment, investment property and intangible assets that are measured following
revaluation model. Revaluation reserve often serve as a cushion against unexpected loss but may not be fully
available to absorb unexpected losses due to the subsequent deterioration in the market values and tax
consequences of revaluation. The microfinance hasn’t followed the revaluation model and hence no revaluation
reserve has been created during the financial year.

d) Capital Reserve

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

1% of net profit is set aside in the fund as per the NRB Directives for the purpose of corporate social
responsibility. The same has been disclosed as “Other Reserve” under Statement of Changes in Equity. The
movement in the fund during the financial year has been tabulated as below:

Particulars FY 2080.81

Opening Balance as of 1st Shrawan, 2080 1,279,318.40
Add: 1% of Net Profit as per NFRS of the F/Y -
Total (A) 1,279,318.40
Less: Expenses from the Fund this Year

a. Expenses for Social Works 57,196.00
Total (B) 57,196.00
Closing Balance as on 29th Ashadh, 2081 1,222,122.40

f) Employee Training Fund

The fund is created for the purpose of employee training. As per the directives to microfinance by NRB, the
microfinance needs to spend at least 3% of last fiscal year’s total personnel expenses for the development and
trainings of the employees. Further if the microfinance couldn’t spend up to the limit of 3%, the shortfall amount
shall be transferred to the Employee Training Fund and shall be used for employee trainings in subsequent years.

g) Investment Adjustment Fund

It is areserve created on investment in equity instrument if the equity doesn’t get listed in Security Market within
2 years as per the directives issued by NRB. They don’t have any investment in equity instrument and hence no
reserve has been created on the same.

h) Actuarial Gain/Loss Reserve

The amount that is allocated from profit or retained earnings of the microfinance both positive or negative to
this reserve as per the directives of NRB for the purpose of implementation of NFRS and which shall not be
regarded as free reserve for distribution of dividend are recorded in this reserve. The reserve includes actuarial
gain /(loss) net of tax on defined benefit plan.

i) 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 also
allocated to this fund as per NRB Directives. The same has been disclosed as “Other Reserve” under Statement
of Changes in Equity.

As per the directives 4(1)(Ja)(aa) of NRB issued for microfinance, the microfinance shall earmark and invest
separately the portion of residual amount of the fund. Further, the microfinance has also approved the Client
Protection Fund Operation Procedure, 2078 through Board Meeting held on 2078/12/25. In compliance with this
provision the management has invested in NPR. 2,600,000 in Fixed Deposit with Garima Bikash Bank Limited
and residual amount has been kept in bank account for future expenditure purpose.
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The movement in the Client Protection Fund has been tabulated below:

Particulars FY 2080.81
Opening Balance as of 1st Shrawan, 2080 2,984,222.43
Addition to the Fund this F/Y

a. Interest Income to the Fund 59,616.00

b. 1% of Net Profit as per NFRS of the F/Y -
c. 25% of Dividend in excess of 20%
Total (A) 3,043,838.43
Less: Expenses from the Fund this Year

a. Financial Literacy Programs 1,480,273.00
b. Health and Nutrition Support Provided to Members 599,500.00
Total (B) 2,079,773.00
Closing Balance as on 29th Ashad,2081 964,065.43

j) Regulatory Reserve

The amount that is allocated from profit or retained earnings of the microfinance to this reserve 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 shall be presented under this reserve. The regulatory reserve of microfinance includes
the reserve net of tax and employee bonus created relating to accrued interest receivable as on 29th Ashad, 2081
not recovered. Reserve on deferred tax assets, non-banking assets, reduction in fair value of investment in equity
below cost price, actuarial loss etc. The movement in the regulatory reserve has been tabulated below:

Fiscal Year 79/80 80/81
Interest receivable 20,901,066.95 47,738,560.72
Short Loan Loss Provision

Short Provision for possible losses on investment
Short Provision on NBA

Deferred Tax Assets 5,960,081.39 6,470,565.99
Goodwill

Gain on Bargain Purchase

Actuarial Loss Recognized in OCI

Fair Value Loss Recognised in OCI
Other
Total 26,861,148.35 54,209,126.71

k) Other Reserves

Any other reserve created with specific or non-specific purpose are presented under this by disclosing account
heads.

1) Proposed Bonus Distribution

The board of microfinance has recommended 0% cash dividend and 0% bonus shares for the reported year 2080-
81. This proposal is subject to the ratification by the Annual General Meeting of the shareholders. The proposed
distributions shall be recognized in equity in the period in which they are paid.
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3.17. Earnings Per Share (EPS) including Diluted EPS

Microfinance presents basic and diluted Earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit and loss attributable to ordinary equity holders of microfinance by the weighted
average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting both
the profit and loss attributable to the ordinary equity holders and the weighted average number of ordinary shares
outstanding, for the effects of all dilutive potential ordinary shares.

3.18. Segment Reporting

The Microfinance's operating segments are organized and managed separately through the respective
department/business managers according to the nature of products and services provided with each segment
representing a strategic business unit. These business units are reviewed by the Chief Executive Officer of the
Microfinance.

The Microfinance has identified seven segments namely: Province 1, Madhesh Province, Bagmati Province,
Gandaki Province, Lumbini Province, Karnali Province and Far West Province as the seven operating segment
and the segment report is set out in Notes 5.4.

Segment reports include items directly attributable to a segment as well as those that can be allocated on a
reasonable basis. The income, expenses, assets & liabilities that cannot be allocated to the aforesaid segment or
those related to head office are unallocated. The unallocated items generally comprise of head office assets, head
office expenses, and tax assets and liabilities. The geographical segment has been identified on the basis of the
location of the branches in 7 different provinces of the country.
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Note 4.1
Cash & Cash Equivalent

The fair value of Cash and Cash Equivalent is the carrying amount. Cash and cash equivalent represent the amount of cash in
hand, balances with other bank and financial institutions, money at short notice and highly liquid financial assets with original
maturities of three months or less from the acquisition date that are subject to an insignificant risk of changes in their value
and used by the Microfinance in the management of short-term commitment.

As at As at
Particular 29 Ashad 2081 31 Ashad 2080
Cash in hand 5,654,913.00 9,298,601.00
Balances with B/FIs 276,979,438.65 64,863,850.39
Money at call and short notice 35,443,476.27 101,713,996.79
Other
Total 318,077,827.92 175,876,448.18

Other cash and cash equivalent includes term deposit with maturity period less than 3 month from the date of acquisition.

Note 4.2
Statutory Balances and due from Nepal Rastra Bank

As at As at
Particular 29 Ashad 2081 31 Ashad 2080

Statutory Balances with NRB - -
Statutory Balances with BFIs - -
Securities Purchased under Resale Agreement - -
Other Deposit and Receivable from NRB - -

Total - -

Note 4.3
Placements with Bank & Financial Institutions

As at As at
Particular 29 Ashad 2081 31 Ashad 2080

Placement with Domestic Fis - -
Less: Allowances for Impairment - -

Total - -

There are no domestic placements with maturities more than three months from acquisition date.
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Sabaiko Laghubitta Bittiya Sanstha Ltd.

Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Note
Derivate Financial Instruments

4.4

AouGT orefaa fadier siven foifdies
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Particular

As at As at
29 Ashad 2081 31 Ashad 2080

Held for Trading

Interest Rate Swap

Currency Swap

Forward Exchange Contracts
Others

Held for Risk Management
Interest Rate Swap

Currency Swap

Forward Exchange Contracts
Others

Total

Note
Other Trading Assets

4.5

Particular

As at As at
29 Ashad 2081 31 Ashad 2080

Treasury Bills

Government Bonds

NRB Bonds

Domestic Corporate Bonds
Equities

Others

Total

Pledged
Non-Pledged

Note

Loans & Advances to MFIs & Co-operatives

4.6

Particular

As at As at
29 Ashad 2081 31 Ashad 2080

Loans to Micro-Finance Institutions
Loans to BFIs

Loans to Co-operatives

Less: Allowance for Impairment
Others

Less: Allowance for Impairment

Total




Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Note
Allowance for Impairment

4.6.1
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Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Balance at Shrawan 01
Impairment Loss for the year:
Charge for the year
Recoveries/Reversal

Amount Written Off
Balance at Ashad End

Note
Loan & advances to customers

4.7

Loan and advances given to Customers is shown at amortized cost and discounted using effective interest rate less the amount

of impairment allowances.

Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Loan and advances measured at amortized cost
Less: Impairment allowances
Collective impairment
Individual impairment

4,256,511,090.81
(69,097,909.53)

3,769,677,135.49
(63,986,832.29)

Net Amount 4,187,413,181.28 3,705,690,303.20
Loan and advances measured at FVTPL - -
Total 4,187,413,181.28 3,705,690,303.20
Interest receivable 75,775,493.21 33,176,296.75
Total 4,263,188,674.49 3,738,866,599.95
Analysis of loan and advances - By Product

As at As at
Particular 29 Ashad 2081 31 Ashad 2080
Product
Term Loan -
Sadharan Karja 3,140,502,288.64 2,704,042,741.51
Mausami Karja 1,561,096.17 2,458,928.63
Laghu-Uddhyam Karja 1,095,102,531.89 1,029,392,557.75
Grahak Punarutthan Loan 3,713,279.77 10,554,085.62
Yuwa Swarojgar Karja 3,934,808.82 14,067,573.28
Aakasmik Karja - -
Aawas Karja - -
Baikalpik Urja Karja 273,726.00 75,835.00
Staff Social Loan 11,423,359.52 9,085,413.70
Sub Total 4,256,511,090.81 3,769,677,135.49
Interest receivable 75,775,493.21 33,176,296.75
Total 4,332,286,584.02 3,802,853,432.24
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Analysis of Loan and Advances - By Collateral

Jouar cigfaa fadier den foifdes

Sampada L aghubitta Bittiya Sanstha Limited

Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Secured

Immovable Assets

Government Guarantee

Collateral Of Government Securities
Collateral Of Fixed Deposit Receipt
Group Guarantee

Personal Guarantee

1,095,102,531.89

3,149,985,199.40

1,029,392,557.75

2,740,284,577.74

Other Collateral - -
Sub Total 4,245,087,731.29 3,769,677,135.49
Unsecured
Total 4,245,087,731.29 3,769,677,135.49
Collective Loan and Advances

As at As at|
Particular 29 Ashad 2081 31 Ashad 2080
Performing L.oan
Good Loan 3,425,569,871.17 2,590,709,231.88
Watchlist 100,469,654.00 135,474,788.65

Restructuring/Rescheduling Loan
Non-Performing Loan
Sub-Standard Loan

545,649,441.49

28,876,704.44

841,020,685.65

51,389,222.52

Doubtful Loan 31,604,094.07 48,603,507.42
Bad Loan 112,917,966.12 34,767,626.54
Total 4,245,087,731.29 3,701,965,062.66
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081
Allowances for impairment

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

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

As at As at
Particular 29 Ashad 2081 31 Ashad 2080
Specific allowances for impairment
Balance at Shrawan 1 -
Impairment loss for the year: -

Charge for the year -

Recoveries/reversal during the year -
Write-offs -
Other movement -
Total -
Collective allowances for impairment

Balance at Shrawan 1
Impairment loss for the year:

Charge/(reversal) for the year
Other movement

10,638,344.46

-46,696,502.10

11,189,996.84

551,652.38

Total

57,334,846.56

10,638,344.46

Total allowances for impairment 57,334,846.56 10,638,344.46
Loan Loss Provision as Per NRB:
As at As at
29 Ashad 2081 31 Ashad 2080
Opening Loan Impairment 63,986,832.29 67,215,107.80
Charge/(reversal) for the year 5,111,077.24 -3,228,275.51

Other movement

Total

69,097,909.53

63,986,832.29

Total allowances for impairment

69,097,909.53

63,986,832.29

Ry G
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Jouar cigfaa fadier den foifdes

Sampada L aghubitta Bittiya Sanstha Limited

Note 4.8
Income Tax
Current Tax Assets 4.8.1
This includes advance payment made by SLBSL towards income tax liabilities or other tax liabilities to the taxing
authorities.

As at| As at
Particular 29 Ashad 2081 31 Ashad 2080
Current Tax Assets 12,724,205.96 12,160,526.55

Current Year Income Tax Assets
Tax assets of prior periods

12,724,205.96

12,160,526.55

Current Tax Liabilities 758,088.97 -
Current Year Income Tax Liabilities 758,088.97 -
Tax liabilities of prior periods
Net current Assets/ (Liabilities) 11,966,116.99 12,160,526.55
Defered Tax Asset/ Liabilities 4.8.2

As at As at
Particular 29 Ashad 2081 31 Ashad 2080
Defered Tax Assets 16,888,688.06 15,069,334.40

Current Year Defered Tax Assets

16,888,688.06

15,069,334.40

Defered Tax Liabilities 10,418,122.07 9,109,253.00
Current Year Defered Tax Liabilities 10,418,122.07 9,109,253.00
Tax liabilities of prior periods
Total 6,470,565.99 5,960,081.39
Note 4.9
Investment Properties

As at As at
Particular 29 Ashad 2081 31 Ashad 2080

Investment Properties measured at Fair Value
Balance as on Shrawan 01

Addition/(Disposal) during the year

Net Changes in fair value during the year

Net Amount

Investment Properties measured at Cost
Balance as on Shrawan 01

Addition/(Disposal) during the year

Net Changes in fair value during the year

Net Amount

Total




aifde ufddgal - 20c0/ca

7S'S8ETIS 8P 00'88Z°080°€ | SS'OTI'PII‘L 00'9€7°200°C | 80°6SH°E8E’S Y9 I0L1‘€8T‘Y 78'909°STC P ELEELI 6T 0807
‘I€ Yypeysy uo se syunowre Juifrie)
€€°€81°98¢°SY 00°TI9EEL'T | S6'SSS €65 T 00'87°66€ ¥9°686°LLT9 10°9ST°1S9°L 81°86S°L9¢€ ¥S°L89°T9€°9T Ieas o pud )y
- sresodsiq
L1'816°8¥L 91 00°06£°18S S6'8Y1°9TY 00'960°0C1 79°810°178°1 10°LTT°6L6 T 81°1CL88 8€9THTELTI Teok oy 10§ o31eY)
91°69T°L€9°8T 00°TTTTSIT | 00°LOF LIT T 00°88€°6LT 00 1L6°9SHy 006€1°TLY‘S 00°LLS'SLT 91°19T°0€9' V1 1edK JO J1e)S 1y
uonerAIdap pajenundIy
$8'895°861°V6 00°006°€I8‘S | 0S'9LYLSL'T 0007610V | TL'8PF 19971 S9'LSEFE6TT 00°S0T°€6S 86°090°9€0°9S a8d4 JO pud 3}y
- sresodsiq
€C°L09°5S6°8 - 00'866°9TS - 00°L9L‘SST 00°00S°8TH - ETTYE VYL L SuonIppy
79196 YT S8 00°006°€18S | 05°8L9°0€T T 00026 10V°C | 2L 189°SOv v1 §9°LS8°S0S 11 00°50T°€6S SL'SILT6T'8Y 163K JO JB)S 1y
380D
syuawdinby SINI0T SAIN)XI syuowdinby ssupureq $)ISSY
®0L SPIPA RO PYQ | -s19ssy YO 29 saanyruang 29 19ndwo) 29 suonnIed asn-03-)y3nyg 08°6L07 169X 91} 104
0L IS6°0T¥ PE 9L°L6886VT | 06°EEL'SOV'T 10°6€€°T88°T | 98°SE1°809°9 1§°920°02T°€ €0'STI‘SET S9°00L°LS9 ST 1807
‘67 Ypeysy uo se syunowre Juifrie)
S1'965°S6T°19 YT T00°SIEE | 09°CTILTLOT 66°08S°61¢ 98°CISPIT'S Y1 0V0° 1P 6 L6°980°SSY €€°09€°8LE°LE Ieas o pud )y
- sresodsiq
T8°TIF'606°S1 ¥T06£°18S 99'9S1°8LY 66'960°0C1 17°€78°9¢€8°1 €1'P8L68L ] 6L°88%°L8 6L TLISTOTT TeoA oy 10§ d31eYD)
€€°€81°98¢°SY 00'TI9EEL'T | S6'SSS €65 T 00'87°66€ ¥9°686°LLT9 10°9ST1S9°L 81°86S°L9¢€ ¥S°L89°T9€°9T 1edK JO J1e)S 1y
uonedIdap pajenundIy
S8°LPS‘90L S6 00°006°€I8‘S | 0S'9VH'LLY'E 0007610V | TL'8Y6°TTLPL $9'990°199°C1 00'S0T°€6S 86°090°9€0°9S a4 Jo pud Yy
- - - - - - sresodsiq
00'6L6°L0S‘T - 00°0LL6TL - 00°00S°T9 00'60L9TL - - suonippy
$8'895861%6 00006°€18S | 0S'9L9°LSLT 00026 10V°C | TL'8¥P 199V1 SO'LSEPE6 T 00°50T°€6S 86°090°9€0°9S 163K JO J1B)S 1y
X 380D
syudwdinby SINI0T SAIN)XI syudwdinby sgupureq $)ISSY
501 SPPIMPA RO PYIQ | -s19ssy YO 29 saamyruang 29 19ndwo) 2 suonnaed asn-03-)y3ng [8-0807 169X 3t 104

Ry G

HdN ul junouty (ddd) syuwdwdmby 2 juelq ‘Kpradord 01y
SjudWId)B)S [erduRUL] JO }ed SUIULIO] SIJON

nyeue], ‘exun( ‘1-mdipueg
VHLSNVS VALLIA VLLIANHOVT OMIVAVS

Sampada L aghubitta Bittiya Sanstha Limited




aifdas ufddgel - 20c0/ca

Sabaiko Laghubitta Bittiya Sanstha Ltd.

Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Jouar cigfaa fadier den foifdes

Sampada L aghubitta Bittiya Sanstha Limited

Note 4.11
Intangible Assets

As at As at|
Particular 29 Ashad 2081 31 Ashad 2080
Cost:
At start of year 2,341,831.00 2,341,831.00
Additions -
Disposals
At end of year 2,341,831.00 2,341,831.00
Accumulated Amortization
At start of year 1,771,982.24 1,431,111.00
Charge for the year 253,726.89 340,871.24
Disposals
At end of year 2,025,709.13 1,771,982.24
Carrying amounts as on Ashadh End 316,121.87 569,848.76
Note 4.12

Other assets

The other assets that fall under the classification of financial instruments are carried at amortized costs and those other assets
that do not fall within the definition are carried at cost. These instruments are regularly monitored for impairment

As at As at
Particular 29 Ashad 2081 31 Ashad 2080
Employee Benefit Prepayments 2,560,775.85 1,533,687.95
Advance Insurance Premium 32,557.51 28,969.38
Security Deposit 30,460.00 29,460.00
Accounts receivable 19,831,827.52 380,205.39
Prepayments 34,134.00 23,545.00
Consumable Inventories 1,892,507.29 2,465,929.01
Investment for Client Protection Fund 1,600,000.00 -
Staff Other Advance 93,500.00 -
Merger Expn- Assets 750,000.00 -
Total 26,825,762.17 4,461,796.73
Note 4.13
Due to Bank & Finanacial Institutions

As at As at
Particular 29 Ashad 2081 31 Ashad 2080

Borrowing from BFIs
Settlement and clearing Accounts
Other

2,915,500,818.71

2,303,198,847.34

Total

2,915,500,818.71

2,303,198,847.34




Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Note
Due to Nepal Rastra Bank

4.14

aifde ufddgal - 20c0/ca

Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Refinance from NRB

Standing Liquidity Facility

Lender of Last Resort facility from NRB
Securities sold under repurchase agreeements
Other Payable to NRB

Total

Note
Derivate Financial Instruments

4.15

Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Held for Trading

Interest Rate Swap

Currency Swap

Forward Exchange Contracts
Others

Held for Risk Management
Interest Rate Swap

Currency Swap

Forward Exchange Contracts
Others

Total

Note
Deposits from Customers

4.16

Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Institutional Customers:
Term deposits

Call deposits

Other

Individual Customers:
Term deposits

Saving deposits

Savings from Members

281,443,464.35
560,274,139.89
357,426,497.86

311,599,686.12
559,605,792.83
329,436,781.44

Other - -
Total 1,199,144,102.10 1,200,642,260.39
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Note
Borrowings

4.17

Jouar cigfaa fadier den foifdes

Sampada L aghubitta Bittiya Sanstha Limited

Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Domestic Borrowings
Nepal Government

Other Licensed Institutions
Others

Sub-Total

Foreign Borrowings
Foreign Banks and Financial Institutions
Other Institutions

Sub-Total

Total

Note
Provisions

4.18

Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Provisions for Restructuring
Pending Legal Issues and Tax Litigation
Onerous Contracts

Total

Note
Other Liabilities

4.19

Particular

As at
29 Ashad 2081

As at
31 Ashad 2080

Employee Benefits Liabilities

Liability for employees defined benefit obligations
Liability for long-service leave

Employee bonus payable

Short-term employee benefits

Lease Liability
Current Lease Liability
Non-current Lease Liability

33,022,627.44

158,793.80

10,286,347.95
12,986,651.48

15,510,968.45
606,102.00
144,737.20

11,447,146.79
23,272,999.42

Other Payables:

TDS Payables 1,430,337.26 1,315,097.88
Bills payable 607,318.00 399,430.00
Interest payable on deposit 270,443.62 232,437.71
Interest payable on borrowing 60,065,945.99 4,523,621.41
DCGF Claim Payable 15,592,171.87 3,033,562.13
Dividend Payable - -
Audit Fee Payable 189,550.00 189,550.00
PRSM Associates - 223,000.00
Serivce Charge Payable 16,115,596.03 21,261,916.20
Insurance Premium Payable 426,105.17 2,146,193.60
Total 151,151,888.60 84,306,762.79
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Note
Debt Securities Issued

4.20
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Particular

As at|
29 Ashad 2081

As at|
31 Ashad 2080

Debt Securities issued designated at fair value through profit or
Debt Securities issued at Amortized Cost

Total

Note
Subordinated Liabilities

4.21

Particular

As at|
29 Ashad 2081

As at|
31 Ashad 2080

Redeemable Preference Shares
Irredeemable Cumulative Preference Share (Liability Component)
Other

Total

Note
Share Capital

4.22

Particular

As at|
29 Ashad 2081

As at|
31 Ashad 2080

Authorized Share Capital
(14,000,000 @ Face Value Rs.100)

Issued Share Capital
(3,186,000 @ Face Value Rs.100)

Subscribed and Paid-up Capital
(3,186,000 @ Face Value Rs.100)

400,000,000.00

318,600,000.00

318,600,000.00

400,000,000.00

318,600,000.00

318,600,000.00

Total

318,600,000.00

318,600,000.00

Note
Ordinary Share Ownership

4.22.1

Particulars

FY 2080.81

FY 2079.80

%o Amount

% Amount

Domestic Ownership

100.00% 318,600,000.00

100.00% 318,600,000.00

Nepal Government

"A" Class Licensed Institution
Other Licensed Institution
Other Institutions

General Public

Promoters

0.30%
32.12%
67.58%

965,454.55
102,338,181.82
215,296,363.63

0.30%
32.12%
67.58%

965,454.55
102,338,181.82
215,296,363.63

Foreign Ownership

0.00% -

0.00% -

Total

100.00% 318,600,000.00

100.00% 318,600,000.00

Ry G
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Jouar cigfaa fadier den foifdes

Sampada L aghubitta Bittiya Sanstha Limited

Note 4.23
Reserves

As at| As at
Particular 29 Ashad 2081 31 Ashad 2080
General Reserve 61,222,625.87 61,222,625.87
Regulatory Reserve 54,209,126.71 26,861,148.35
Customer Protection Fund 964,065.43 2,984,222.43
Corporate Social Responsibilty Fund 1,222,122.40 1,279,318.40
WriteBack of Restructuring/Rescheduling Loan Loss Provision -
Total 117,617,940.41 92,347,315.05
Note 4.24
Contingent Liabilites and Commitments

As at| As at
Particular 29 Ashad 2081 31 Ashad 2080
Contingent Liabilties - -

Undrawn and Undisbursed Facilities
Capital Commitment

Lease Commitment

Litigation

Others

Total

The microfinance does not have any contingent liabilities and commitments till date.
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Financial Position
As on 29th Ashad 2081

Note 4.24.1
Capital Commitments

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

As at As at
Particular 29 Ashad 2081 31 Ashad 2080

Intangible Assets - -
Approved and contracted for -
Approved but not contracted for - -

Sub-Total _

Capital commitments in relation to Intangible assets - -
Approved and contracted for - -
Approved but not contracted for - -

Sub-Total - -
Total - -

Note 4.24.2
Lease Commitments

As at As at
Particular 29 Ashad 2081 31 Ashad 2080

Opearing 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 - -

Total -

Note 4.24.3
Litigations

The Microfinance’s litigations are generally related to its ordinary course of business pending on various jurisdiction. During
the reporting period, the company doesn't have any pending litigations.
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Profit or loss and Other Comprehensive Income
For the period from 1st Shrawan 2080 to 29th Ashad 2081

Jouar cigfaa fadier den foifdes

Sampada L aghubitta Bittiya Sanstha Limited

Note 4.25
Interest income

Year Ended Year Ended
Particular 29-03-2081 31-03-2080
Placement with bank and financial institutions 4,393,487.98 4,982,252.36
Loans and advances to customers 581,896,239.89 631,178,560.36
Loan and advances to staff 1,843,260.02 1,466,234.24
Total interest income 588,132,987.89 637,627,046.96
Note 4.26
Interest Expenses

Year Ended Year Ended
Particular 29-03-2081 31-03-2080

Due to bank and financial institutions
Deposits from customers

295,625,091.50
91,679,987.51

353,172,537.08
84,980,257.13

Other -
Total 387,305,079.01 438,152,794.21
Note 4.27
Fees & Commission Income

Year Ended Year Ended
Particular 29-03-2081 31-03-2080
Service fees 39,383,984.44 18,849,744.80
Other fees and commission income 4,331,057.58 3,748,568.25
Total fees and Commission Income 43,715,042.02 22,598,313.05
Note 4.28
Fees & Commission Expense

Year Ended Year Ended
Particular 29-03-2081 31-03-2080
ATM Management Fees - -
Visa/Master Card Fees - -
Remittance fees and commission - -
Service Charge on Borrowings 5,405,800.00 4,312,018.36
Total fees and Commission Expense 5,405,800.00 4,312,018.36
Note 4.29
Other Operating income

Year Ended Year Ended
Particular 29-03-2081 31-03-2080
Other Income 6,830,883.56 2,052,564.84

Gain/loss on sale of Property, Plant & Equipment
Gain/loss on sale of investment property

Total

6,830,883.56

2,052,564.84
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Note 4.30
Impairment (Charge)/ reversal for loans & other losses

Year Ended Year Ended
Particular 29-03-2081 31-03-2080
Impairment charge/(reversal) on loan and advances to BFIs
Impairment charge/(reversal) on loan and advances to customer 5,111,077.24 (3,228,275.51)
Impairment charge/(reversal) on placement with BFIs
Impairment charge/(reversal) on goodwill and intangible assets
Total 5,111,077.24 (3,228,275.51)
Note 4.31
Personnel Expenses

Year Ended Year Ended
Particular 29-03-2081 31-03-2080
Salary 63,096,302.00 67,138,575.00
Allowances 25,562,265.00 61,801,025.00
Gratuity expense 5,084,881.05 5,010,473.92
Provident fund 175,840.00 6,014,148.10
Gratuity Payment 146,574.00 -
Training & development expense 4,682,742.75 4,714,206.00
Leave encashment 22,274,804.30 7,367,558.56
Medical 2,091,280.00 1,805,796.00
Uniform Expense 2,670,000.00 -
Dashain expenses 8,976,510.00 9,515,516.00
Staff Microfinance Allowance Expenses 42,310,499.00 -
Subsidised Loan Cost (NAS-19) 1,272,842.90 825,415.68
Sub Total 178,344,541.00 164,192,714.26
Employees bonus - -
Grand Total 178,344,541.00 164,192,714.26
Note 4.32
Other Operating expenses

Year Ended Year Ended
Particular 29-03-2081 31-03-2080
Audit Fee 192,100.00 192,100.00
NFRS Implementation Fee - 169,500.00
Other audit related expense 366,910.00 167,425.00
Office administration expense 41,784,691.76 45,455,046.70
Operating lease expense 1,164,292.34 238,875.48
Anniversary Expenses - 107,820.00

Total

43,507,994.10

46,330,767.18

Ry G
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Notes to Statement of Profit or loss and Other Comprehensive Income
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Sampada L aghubitta Bittiya Sanstha Limited

Note 4.32.1
Office Administration Expense

Year Ended Year Ended
Particular 29-03-2081 31-03-2080
Water and electricity 1,231,694.00 1,170,531.09
Repair & Maintenance- Vehicle 365,987.00 467,131.83
Repair & Maintenance- Computer Accessories 186,245.00 192,600.00
Maintenance- Office Equipments 80,845.00 -
Repair & Maintenance- Office Equipment & Furniture 18,225.00 102,942.00
Insurance 24,788.11 1,694,537.14
Insurace for loan 17,625,684.44 17,295,623.12
Postage, telex, telephone, fax, internet 1,926,823.44 2,172,667.07
Printing and stationery 2,824,053.97 3,090,088.30
News paper, books and journals 4,095.00 21,320.00
Advertisement 191,932.00 208,732.00
Travel allowance and expense 3,670,009.50 3,527,983.00
Entertainment 162,935.00 213,885.00
Meeting Fees 823,500.00 1,135,500.00
Annual/special general meeting expense 660,640.00 1,304,015.70
Software Maintanace Expenses 1,608,308.00 1,825,628.00
Financial Preperation fee 180,800.00 -
Other Expenses
(a) Fuel expenses 309,885.00 358,977.00
(c) Renewal fee
(d) subcommittee expenses
(b) Recruitment expenses - -
(f) Bank day / incentives
(g) Donor programme expenses
(c) Business promotion - 37,500.00
(1) Publication expenses
(j) Conference
(k) Trainee selection expenses
(d) Loan Renewal and Bank Charges 126,567.31 346,764.00
(e) Miscellaneous 689,278.00 1,027,407.05
(f) Furnishing Expenses - -
(q) Technical Consultancy Expenses -
(g) Membership Closing Expenses - 152,310.00
(h) Membership Fee 100,000.00 55,000.00
(s) Write off Expenses -
(i) Puja Expenses 59,245.00 82,135.00
(j) Levies, Fees & Registration Expenses 717,175.00 1,049,538.51
(k) Reward & Prize 60,000.00 -
(1) Consumable goods 376,211.00 413,559.93
(m) Labour Charges - -
(n) Office Cleaning expenses 7,759,764.99 7,508,670.96
Total 41,784,691.76 45,455,046.70
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Profit or loss and Other Comprehensive Income

For the period from 1st Shrawan 2080 to 29th Ashad 2081

Note
Depreciation & Amortization

4.33
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Particular

Year Ended
29-03-2081

Year Ended
31-03-2080

Depreciation of Property, plant & equipment
Depreciation on investment property
Amortization of Intangible assets

15,909,412.82

253,726.89

16,748,918.17

340,871.24

Total

16,163,139.71

17,089,789.41

Note
Non Operating Income

4.34

Particular

Year Ended
29-03-2081

Year Ended
31-03-2080

Recovery of loan written off

Other Non Operating Income

(a) Gain From Sale of Fixed assets

(b) Donation Assets Depreciation Reverse
(c) Other Rental Income

Total

Note
Non Operating Expense

4.35

Particular

Year Ended
29-03-2081

Year Ended
31-03-2080

Loan Written Off
Expenses of Restructuring

Total
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Bandipur-1, Dumre, Tanahu

Notes to Statement of Profit or loss and Other Comprehensive Income
For the period from 1st Shrawan 2080 to 29th Ashad 2081

Note 4.36
Income Tax Expense

The Microfinance current tax liabilities are calculated using the Income Tax Act, 2058 as applicable in Nepal. Current tax
payable (or recoverable) is based on the taxable profit for the year. Taxable profit differs from the profit reported in the
statement or profit or loss, because some item of income or expense are taxable or deductible in different years or may never be

taxable or deductible.

Year Ended Year Ended
Particular 29-03-2081 31-03-2080
Current Year Tax Expense 758,088.97 -
Current Year 758,088.97 -
Adjustment for Prior Years - -
Deferred tax expense (510,484.59) (2,800,328.70)
Origination and ( reversal ) of temporary differences (510,484.59) (2,800,328.70)
Changes in tax rate - -
Recognition of previously unrecognized tax los ses - -
Total 1,268,573.56 2,800,328.70
Note 4.36.1
Reconciliation Of Tax Expense And Accounting Profit
Year Ended Year Ended
Particular 29-03-2081 31-03-2080
Profit before tax -775,647.47 (9,312,243.61)
Add: Expenses Not Deductible for Tax Purposes
Depreciation & Amortization for separate consideration 16,163,139.71 17,089,789.41
Repair and Improvement for separate consideration 651,302.00 762,673.83
Operating Lease as per NFRS 1,164,292.34 238,875.48
Finance Cost on Lease Liability 3,616,929.87 4,740,360.54
Provision for Leave Encashment - 4,066,224.56
Expenses not Allowed as per Tax 1,035,215.13
LLP as per Tax 5,111,077.24 (3,228,275.51)
Less: Expenses Deductible for Tax Purposes
Depreciation as per Income Tax Act - 4,869,816.42
Repair and Improvement as per Income Tax Act 651,302.00 478,625.86
Lease expenses as per House Rent Agreement 16,228,369.00 15,589,556.00
LLP WriteBack as per FS 5,111,077.24 (3,228,275.51)
Previous Year Loss 3,352,318.06 -
Profit as Per Tax 1,623,242.52 (3,352,318.06)
Current Tax Expense 758,088.97 -
Effective tax rate 46.70% 0.00%
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Sabaiko Laghubitta Bittiya Sanstha Ltd.
Notes to Financial Statements for year ending 31st Ashadh 2080

Note
Leases
A. Leases as lessee

4.37

The Company leases building for its operation. The leases typically run for a period of varying from 2-5 years,
with an option to renew the lease after that date. Lease payments have escalation clause for increment after every 2

years.

Information about leases for which the Company is a lessee is presented below.

A.1 Right-of-use Assets

Right-of-Use Assets related to leased properties that donot meet the definition of investment property are presented

as Property, Plant & Equipment.

Year Ended Year Ended
Particulars 29-03-2081 31-03-2080
Balance as on 1st Shrawan 29,673,373.44 33,661,457.59
Depreciation for the year (11,015,672.79) (11,732,426.38)
Addition to Right-of-use Assets - 7,744,342.23
Derecognition of Right-of-use Assets - -
Balance as an Ashad End 18,657,700.65 29,673,373.44
A.2 Amounts Recognised in Profit or Loss Account

Year Ended Year Ended
Particulars 29-03-2081 31-03-2080
Interest on lease liabilities 3,616,929.87 4,740,360.54
Expenses relating to short-term leases 1,164,292.34 238,875.48
Total 4,781,222.21 4,979,236.02
A.3 Amounts recognized in Statement of Cashflows
Total Cash outflow as per the lease agreement for the fiscal years is as follwoing:

Year Ended Year Ended
Particulars 29-03-2081 31-03-2080
Total Cash flow for the year (as per Agreement) 15,064,076.66 15,350,680.52
Total 15,064,076.66 15,350,680.52

A .4 Lease Liability

Detail about the liability under lease agreements for right to use assets with breakdown of curent and long term

portion of liability is as below:

Year Ended Year Ended
Particulars 29-03-2081 31-03-2080
Opening Liability 34,720,146.21 37,586,123.96
Additional Liability during the year - 7,744,342.23
Finance Cost 3,616,929.87 4,740,360.54
Cash Payment 15,064,076.66 15,350,680.52
Net Total Lease liability as on Ashad End 23,272,999.42 34,720,146.21
Breakdown:
Current Portion of Lease Liability 10,286,347.95 11,447,146.79
Non Current Portion of Lease Liability 12,986,651.48 23,272,999.42
Total Lease Liability as on Ashad End 23,272,999.42 34,720,146.21
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Sampada L aghubitta Bittiya Sanstha Limited

Disclosure and Additional Information
5.1.Risk Management

In particular, the microfinance program provides financial services to the needy and poor households. Since
people in such households lack awareness and business skills, one has been very careful while doing financial
transactions with such people. This type of financial service is also more prone to risk as financial services have
to be provided by making the person aware and capable of such services. Therefore, identification of risk has
been carried out and adequate control system has been adopted in order to mitigate such current and possible
future risks in the Microfinance. The robust risk management capabilities are imperative in order to achieve an
effective risk management framework and contain the risks associated with the business. A fully functional Risk
Management Committee is responsible for identifying reporting, controlling and managing credit risk,
operational risk, market risk & liquidity risk. The Risk Management Committee oversees global, macro, micro
and departmental level risk that arise out of daily business operation as well as on a periodic basis and are put
to the oversight of Senior Management, Risk Management Committee and the Board committee to discuss the
reports thereon and issue instructions as appropriate.

Risk Management Committee:

The Risk Management Committee is an independent committee of the Board of Directors that has, as its sole
and exclusive function, responsibility for the risk management policies of the Microfinance and oversight of
implementation of risk management framework of Microfinance. The committee assists the Board of Directors
in fulfilling its oversight responsibilities with regard to the risk appetite that the Microfinance is able and willing
to assume in its exposures and business activities, risk management, compliance framework, and governance
structure that supports it. It periodically reviews the risk management process to ensure its integrity, accuracy,
and reasonableness. It also reviews whether the internal control and risk management system is adequate or not
to ensure well-ordered and prudent conduct of business. The committee is to review the overall risk management
structure and monitor the effectiveness of the risk management system. The Risk Management Committee
comprises of the following Members:

S.N. Name Designation
1 Ms. Shyam Prasad Shrestha Coordinator
2 Mr. Jiba Moorti Panta Member
3 Mr. Pradeep Sigdel (Sharma) Ex-Officio Member
4 Mr. Pawan Kumar Shrestha Member
5 Mr. Santosh Kumar Dutta Member-Secretary

Risk Governance

Microfinance implemented policies and procedures to mitigate the risk at enterprises level arising to
microfinance and has trained risk culture among the employees by establishing ownership mentality, capacity
building programs, well defined job responsibilities and inhabiting good ethical culture. The Risk Management
Committee is responsible for the establishment of, and compliance with, policies relating to Operation risk &
Credit risk.

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

Liquidity risk is the risk of meeting short-term financial demands. This usually occurs due to the inability to
convert a security or hard asset to cash without a loss of capital and/or income in the process. Liquidity risk
arises because of the possibility that the Microfinance might be unable to meet its payment obligations when
they fall due, as a result of mismatches in the timing of the cash flows under both normal and stressful
circumstances. Such scenarios could occur when funding needed for liquid asset positions is not available to
Microfinance on acceptable terms. Due to lack of liquidity, entities are not able to invest as per the demand of
the customer, they are not able to repay the savings and other legal obligations on time. Therefore, the
microfinance has managed the liquidity as per its requirement in time to prevent such a situation.

5.1.2. Interest Rate Risk

The interest rate risk is the potential that a change in overall interest rates will reduce the value of a bond or
other fixed- rate investment. Microfinance will take the following measures to minimize the risk arising from
interest rates:

a. Only assets and liabilities affected by changes in interest rates have been included in the assets and
liabilities.
b. When analyzing the difference in the situation where the payment term of assets and liabilities does not

match, the amount of cash balance and non-payment of interest has been included.

c. In order to manage and minimize the interest rate risk, the Microfinance has prepared quarterly (October,
December, March and mid-July) details and submitted them to the Supervision Department of Nepal Rastra
Bank within fifteen days after the end of the quarter.

5.1.3. Credit Risk

Credit risk is the probability that any creditor will not be able to repay the loan as per the condition accepted by
the borrower. Credit is the main wealth or sources of income of any financial institution. The future of the
financial institution is at stake when the borrower is unable to repay the loan borrower had agreed at the time of
taking the loan. Therefore, it is necessary to study the impacting indicators to get information about the condition
of the loan at risk. In order to prevent the loss of the loan invested and to minimize the risks related to it, Standard
loan disbursement procedure is followed to reduce the risk accordingly. Since every employee involved in the
process of approving the loan and investing will be assigned a certain responsibility, the employee concerned
will have to invest the loan, realizing their responsibility. The following procedures/practices have been
followed:

e Analyze the Requirement and Repayment Capacity for the demanded loan,
e Invest in loans based on disciplinary records of the borrower,

e Monitor utility of the borrowed fund in the following months of borrowing and ensuring the fund is
utilized for income generating activities/businesses,

e Motivated members to increase their savings,

e Taking details of the borrower's business and income and expenditure at the time of loan application,
for business loans,

e Taking necessary documents of secured property, if collateral loan,
o C(lassify the loans and arrange the loss provision as per the directives of Nepal Rastra Bank,

e Disbursement of loans within the limits prescribed by Nepal Rastra Bank,
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e Continuously monitor and inspect the loan from the unit manager, branch manager and monitoring level.
If the interest is not paid on time or with delay, the branch should report to the monitoring, the
monitoring to the regional manager and the regional manager to the chief executive officer within 24
hours with detailed details.

e In the monthly performance appraisal of the staffs, a definite score will be given in this title including
the title of loan recovery of the branch to be monitored.

e Each branch will be audited twice a year. While conducting such an audit, it is compulsory for Internal
Auditors to inspect the monthly meetings of a few of the units and submit the details observed in
meetings through Audit report, either observed compliance and other discrepancies or not.

5.1.4. Operational Risk

The risk that arises during the day-to-day operations of an entity is called operating risk. In this program, small
but large number of transactions has been done, decentralized working method has been adopted, more focus
has been given on area expansion, priority has been given to cost reduction, Due to lack of integrated information
system, expansion of programs in rural areas with lack of infrastructure and lack of appropriate technology to
provide services as per the needs of the customers, there is always a possibility of operational risk in this
program. The entity has arranged the necessary staff to carry out various responsibilities for daily operations.
All the employees have to carry out their post responsibilities in the working process within the policy rules
specified by the entity. But sometimes due to the negligence of the employees and personal interests, the
organization is at risk when it goes beyond the policy rules. This type of risk is likely to reduce the entity's
income, the increase in the entity's credit risk (Reputation Risk). Since the operational risk is due to internal
factors, this risk can be reduced only if the internal control system is strengthened.

5.1.5. Market Risk

The Microfinance recognizes market risk as the possibility for loss of earnings or economic value to the
Microfinance caused due to adverse changes in the market level of interest rates or prices of securities (equity),
foreign exchange rates and volatilities of those prices. Microfinance has an Asset Liability Management
Committee (ALCO) which meets periodically to discuss product pricing for deposits and advances and maturity
profiles of assets and liabilities, articulating interest rate, view of Microfinance, funding policy and balance sheet
management. After Understanding the market conditions and demands, the Board and the management bring
programs to suit the potentials and conditions of the market and reduce the risk by providing appropriate
responsibilities to the employees from the top to the bottom based on their capabilities. For this, the internal
control system has been strengthened.

The following has been considered in market analysis:
e Information about competitors' services (programs) and interest rates
o Attitude of the members towards the organization
e Perception of other banks and financial institutions towards this microfinance
e Cost of service
e Fluctuations from changes in policy rules
e Strategies adopted by other organizations to attract their customers

¢ Customer dropout/retention rate
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5.1.6. Institutional or Strategic Risk

Strategic risk is often a major factor in determining a company's worth, particularly observable if the company
experiences a sharp decline in a short period of time. Due to this and its influence on compliance risk, it is a
leading factor in modern risk management. In order to manage this risk, the following things has been
considered:

o Strategies have been decided or modified according to the overall economic and social environment of
the country,

o Keeping abreast of the services provided by their competitors and their status,

e Providing service facilities as much as possible without giving in to the expectations and desires of our
customers

e Adopting appropriate strategies in resource mobilization,
5.1.7. Internal Control Risk

The Board and Management is committed to managing risks and in controlling its business and financial
activities in a manner which enables it to maximize profitable business opportunities, avoid or reduce risks which
can cause loss or reputational damage, ensure compliance with applicable laws and regulations and enhance
resilience to external events. To achieve this, the Board and management have adopted policies and procedures
of risk identification, risk evaluation, risk mitigation and control/monitoring.

The effectiveness of the Company’s internal control system is reviewed regularly by the Board, its Committees,
Management and Internal Audit. The Audit Committee has reviewed the effectiveness of the entity's system of
internal control during the year and provided feedback to the Board as appropriate. The entity has its own Internal
Audit function to maintain independence on the internal control system of institution. The Internal Audit
Department monitors compliance with policies/standards and the effectiveness of internal control structures
across the Company through its program of business/unit audits. The Internal Audit function is focused on the
areas of greatest risk as determined by a risk-based assessment methodology. Internal Audit reports are quarterly
forwarded to the Audit Committee. The findings of all audits are reported to the Chief Executive Officer and
Business Heads to initiate immediate corrective measures.

5.1.8. Compliance Risk

Microfinance is committed to following best practices and market standards in the areas of accountability,
transparency and business ethics. It aims for zero tolerance of misconduct. In the day-to-day operations the three
lines of defense model define the roles and responsibilities for compliance and integrity risk in the Microfinance.
The first line of defense lies with the respective Microfinance departments and units, which are responsible for
ensuring that compliance risks are identified, understood and reported to the management and to the Compliance
Officer. The second line of defense lies with the Compliance Officer, which assesses and monitors the
compliance and integrity risks and coordinates its control activities with the Risk Management Unit. The Chief
Compliance Officer reports to the CEO. Internal Audit Department is the third line of defense. The Compliance
function assists Microfinance in identifying, assessing, monitoring and reporting on compliance risks in matters
relating to the institution, its operations and the personal conduct of staff members.

5.1.9. Fair value of financial assets and Liabilities

Fair value is a market-based measurement, not an entity specific measurement. 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
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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).

Fair values are determined according to the following hierarchy:
Level 1-

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity
can access at the measurement date. Held for trading and available for sale investments have been recorded
using Level 1 inputs.

Level 2-

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly.

Level 3-

Level 3 inputs are unobservable inputs for the asset or liability.

The company has not made any investment in quoted or unquoted equity shares as at the reporting date.
5.2. Capital Management

Microfinance’s capital management policies and practices support its business strategy and ensure that it is
adequately capitalized to withstand even in severe macroeconomic downturns. The microfinance is a licensed
institution providing financial services therefore it must comply with capital requirement of Nepal Rastra Bank.

(i) Qualitative Disclosures

Nepal Rastra Bank has directed the Microfinance to develop own internal policy, procedures and structures to
manageall material risk inherent in business for assessing capital adequacy in relation to the risk profiles as well
as strategies formaintaining capital levels. This includes basic requirements of having good governance, efficient
process of managing all material risks and an effective regime for assessing and maintaining adequate capital.
The Microfinance BOD approved risk management policies for proper governance.
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(ii) Quantitative Disclosures

Capital Structure and Capital Adequacy

e Tier 1 Capital and a breakdown of its components:
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Particulars

Amount (NPR.)

Paid Up Equity Share Capital

318,600,000.00

Irredeemable Non-Cumulative Preference Shares

Share Premium

Proposed Bonus Equity Shares

Statutory General Reserves

61,222,625.87

Retained Earnings

(40,758,728.70)

Un-Audited Current Year Cumulative Profit

Special Reserve Fund

Capital Adjustment Reserves

Dividend Equalization Reserves

Capital Redemption Reserves Fund

Deferred Tax Reserve

6,470,565.99

Less: Goodwill

Less: Fictitious Assets

Less: Deferred Tax Assets

6,470,565.99

Less: Investment in Equity of Licensed Financial Institutions

Less: Investment in Equity of Institutions with Financial Interests

Less: Investment in Equity of Institutions in Excess of Limits

Less: Investments Arising Out of Underwriting Commitments

Less: Purchase of Land & Building in Excess of Limit & Utilized

Less: Reciprocal Crossholdings

Less: Other Deductions

Total Tier 1 Capital

339,063,897.17

e Tier 2 Capital and a breakdown of its components:

Particulars

Amount (NPR.)

Cumulative And/Or Redeemable Preference Share

Subordinated Term Debt

Hybrid Capital Instruments

General Loan Loss Provision

28,099,172.80

Exchange Equalization Reserves

Investments Adjustment Reserves

Assets Revaluation Reserves

Special Reserve Fund

Total Tier 2 Capital

28,099,172.80
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e Total Qualifying Capital
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Particulars

Amount (NPR.)

Core Capital (Tier 1)

339,063,897.17

Supplementary Capital (Tier 2)

28,099,172.80

Total Capital Fund

367,163,069.97

Statement of Risk Weighted Assets (RWA)

As of 29th of Ashad, 2081
A. On-Balance Sheet Items
S.N. | Description Weight | Current Period | RWA
(%)
Amount (NPR.)

1 Cash Balance 0 5,654,913.00 -
2 Gold (Tradable) 0 - -
3 NRB Balance 0 - -
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 - -
9 Investment To Youth and Small Entrepreneurs Self- | 0 ) )

Employment Fund
10 E;lggft?og: Domestic Banks and Financial 20 276.979.438.65 55.395.887.73
11 Loan Against Other Banks' and Financial 20

Institutions' FD ) )
12 Foreign Bank Balance 20 - -
13 | Money At Call 20 35,443,476.27 7,088,695.25
14 | Loan Against Internationally Rated Bank Guarantee | 20 - -
15 Investment To Internationally Rated Banks 20 - -
16 | Inter-Bank Lending 20 - -
17 Investment On Shares/Debentures/Bonds 100 - -
18 Other Investments 100 - -
19 Loans & Advances, Bills Purchase/Discount 100 4.263,188,674.49 | 4,263,188,674.49
20 | Fixed Assets 100 34,727,073.57 34,727,073.57
21 Net Interest Receivables (Toral IR - 8 - Interest 100

Supsense) ) )
22 | Net Non-Banking Asset 100 - -
23 Other Assets (Except Advance Tax Payment) 100 33,296,328.16 33,296,328.16
24 | Real Estate/Residential Housing Loans Exceeding 150

The Limits ) )

Total On-Balance-sheet Items (A) 4,0649,289,904.14 | 4,393,696,659.20
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B. Off-Balance Sheet Items

S.N. Description Weight Current period
(%) Amount (NPR.) RWA

1| Bills Collection 0 - -
Forward Foreign Exchange Contract 10 - -

3 | L/C With Maturity Less Than Six Months 20 i i
(Outstanding Value)

4 | Guarantee Against International Rated Bank'S
Counter Guarrantee 20 ) )

5 | L/C With Maturity More Than Six Months 50 i )
(Outstanding Value)

6 | Bid Bond, Performance Bond And Underwriting 50 - -

7 | Loan Sale With Repurchase Agreement 50 - -

8 | Advance Payment Guarantee 100 - -

9 | Financial And Other Guarantee 100 - -

10 | Irrevocable Loan Commitment 100 - -

11 | Possible Liabilities For Income Tax 100 - -

12| All Types Of Possible Liabilities Including 100 ) )
Acceptance

13 | Rediscounted Bills 100 - -

14 | Unpaid Portion Of Partly Paid Share Investment 100 - -

15 | Unpaid Guarantee Claims 200 - -

16 g?lTO(l)ltI;tl 1(;S]?éfsl;431ntalned For Operational Risk (2% 100 93.225.120.42 93.225.120.42
Total Off-Balance-sheet Items (B) 93,225,120.42 93,225,120.42
Total Risk Weighted Assets (A) + (B) 4,486,921,779.63

A. Minimum Capital Fund to be maintained based on Risk Weighted Assets:

Minimum Capital Fund Required (8.0 % of RWA) 358,953,742.37
Minimum Core Capital Required (4.0 % of RWA) 179,476,871.19
Capital Fund maintained (in %) 8.18%

Core Capital maintained (in %) 7.56%

Amount of Non-Performing Assets (both Gross and Net):

Particulars Gross NPL Loan Loss Provision Net NPL
Sub- Standard 28,876,704.44 14,225,253.87 14,651,450.57
Doubtful 31,604,094.07 3,950,512.21 27,653,581.86
Loss 112,917,966.12 35,243,430.38 77,674,535.74
Total 173,398,764.63 53,419,196.46 119,979,568.17

5.3. Classification of Financial Assets and Financial Liabilities

The financial assets and liabilities are classified in Amortized Cost, fair value through profit and loss and

fair valuethrough other comprehensive income. The following table exhibit the classification of financial

assets and liabilities:
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Particulars

As on Ashad 29, 2081

Amortized Cost
(NPR))

FVTPL

FVTOCI

Total (NPR.)

Financial Assets

Cash and Cash Equivalents

318,077,827.92

318,077,827.92

Statutory Balances & due from NRB

Placement with Bank and Financial
Institutions

Derivative Financial Instruments

Other Trading Assets

Loans and Advances to MFIs & Co-
operatives

Loans and Advances to Customers

4,263,188,674.49

4,263,188,674.49

Investment in Subsidiaries

Investment in Associates

Investment Property

Other Assets

26,825,762.17

26,825,762.17

Total Financial Assets

4,608,092,264.58

4,608,092,264.58

Financial Liabilities

Due to Bank and Financial Institutions

2,915,500,818.71

2,915,500,818.71

Due to Nepal Rastra Bank

Derivative Financial Instruments

Deposits from Customers

1,199,144,102.10

1,199,144,102.10

Borrowings

Other Liabilities

151,151,888.60

151,151,888.60

Debt Securities Issued

Total Financial Liabilities

4,265,796,809.41

4,265,796,809.41

Particulars

As on Ashad 31, 2080

Amortized Cost
(NPR))

FVTPL

FVTOCI

Total (NPR.)

Financial Assets

Cash and Cash Equivalents

175,876,448.18

175,876,448.18

Statutory Balances & due from NRB

Placement with Bank and Financial
Institutions

Derivative Financial Instruments

Other Trading Assets

Loans and Advances to MFIs & Co-
operatives

Loans and Advances to Customers

3,738,866,599.95

3,738,866,599.95

Investment in Subsidiaries

Investment in Associates

Investment Property

Other Assets

4,461,796.73

4,461,796.73

Total Financial Assets

3,919,204,844.85

3,919,204,844.85
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Particulars

As on Ashad 31, 2080

Amortized Cost
(NPR.)

FVTPL | FVTOCI

Total (NPR.)

Financial Liabilities

Due to Bank and Financial Institutions

2,303,198,847.34

2,303,198,847.34

Due to Nepal Rastra Bank

Derivative Financial Instruments

Deposits from Customers 1,200,642,260.39 - - 1,200,642,260.39
Borrowings - - - -

Other Liabilities 84,3006,762.79 - - 84,306,762.79
Debt Securities Issued - - - -

Total Financial Liabilities 3,588,147,870.52 - - 3,588,147,870.52
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5.4.3. Reconciliations of reportable segment revenues, profit or loss, assets and liabilities

a) Revenue

Total Revenues for Reportable Segments 600,364,623.84
Other Revenues 31,483,406.07
Elimination Of Intersegment Revenues -
Entity’s Revenues 631,848,029.91
b) Profit Or Loss
Total Profit or Loss for Reportable Segments 12,805,987.48
Other Profit or Loss -
Elimination Of Intersegment Profits -
Unallocated Amounts -13,581,634.95
Profit Before Income Tax -775,647.47
¢) Assets
Total Assets for Reportable Segments 4,319,628,310.85
Intersegment Assets -
Unallocated Amounts 341,627,710.28
Entity’s Assets 4,661,256,021.13
d) Liabilities
Total Liabilities for Reportable Segments 1,225,502,373.14
Intersegment Liabilities
Unallocated Amounts 3,040,294,436.27
Entity’S Liabilities 4,265,796,809.41

5.4.4. Information about geographical areas

Revenue from following geographical areas:

(a) Domestic 600,364,623.84
Bagmati 56,554,606.91
Gandaki 32,515,039.80
Karnali 19,013,032.47
Lumbini 124,157,384.96
Madesh 284,843,277.09
Province 1 45,008,910.10
Far west Province 38272372.51

(b) Foreign -
Total 600,364,623.84

5.4.5. Information about major customers

The Microfinance does not have any customer, which generate more than 10% of the entity’s revenue.
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5.5. Share options and share based payment

The Microfinance does not extend the share options and share based payment to any of its employees. Thus,
during the reporting period the Microfinance does not have any the transactions that are to be accounted as per
NFRS 2 “Share based payments”.

5.6. Contingent liabilities and commitment

Comprehensive disclosure of the contingent liabilities and commitments are made on Note 4.24.
5.7. Related Party Disclosures

5.7.1.1. List of Directors and Key Managerial Personnel

The following parties have been identified as the related party transaction as per NAS 24:
5.7.1.2. Transactions with and Payments to Directors & Key Managerial Personnel

Board of Directors Allowances and Facilities

SN | Particulars No of Meetings Sitting Fees NPR
1 | Board Meeting 19 499,500.00
2 | Audit Committee Meeting 8 88,000.00
3 | Risk Management Committee 4 79,000.00
4 Assets .Money Laundring Prevention 4 50,000.00
Committee

5 | Other (Employee Pay Committee) 5 85,000.00
6 | Merger/ Acquisition Committee 1 22,000.00

Total 823,500.00

Chief Executive Officer’s Emoluments and Facilities

SN | Particulars Amount
1 | Short-term Employee Benefits 3,750,484.00
2 | Retirement Benefits 36,822.00
3 | Meeting Fees 116,000.00
Total 3,903,306.00

In addition to above, the Microfinance also provide other facilities like telephone, Medical Insurance, Accidental
Insurance, Travelling Allowance and Rent Reimbursed as per the approved employee facilities of the
Microfinance.

5.8. Merger and Acquisition

Microfinance has entered into a Merger Agreement with Sadhana Laghubitta Bittiya Sanstha Limited on 2080
Bhadra 15 to merge as a single microfinance institution.

5.9. Additional disclosure of non-consolidated entities
The microfinance doesn’t have any subsidiaries & associates. So, additional disclosure is not required.
5.10. Events After Reporting Date

The microfinance has merged with Sadhana Laghubitta Bittiya Sanstha Limited and started the joint operation
as Sampda Laghubitta Bittiya Sanstha Limited from Ashad 30, 2081.
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