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INDEPENDENT AUDITOR’S REPORT

To The Shareholders,
M/S Grameen Bikash Laghubitta Bittiya Sanstha Limited

Report on the Audit of the Financial Statements
Opinion:

We have audited the accompanying financial statements of Grameen Bikash Laghubitta Bittiya
Sanstha Limited ('Microfinance’ or "GBLBSL'), which comprise the statement of financial
position as of Ashadh 32, 2082 (July 16, 2025), the statement of profit or loss, Statement of
comprehensive income, the statement of changes in equity, and the statement of cash flows for
the year then ended, along with a summary of significant accounting policies and other
explanatory information.

In our opinion, the financial statements present fairly, in all material respects, the financial
position of GBLBSL as at Ashadh 32, 2082 (July 16, 2025) and its financial performance and
cash flows for the year then ended in accordance with Nepal Financial Reporting Standards
(NFRS), comply with Companies Act,2063 and Bank and Financial Institutions Act, 2073.

Basis for Opinion: )
We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company
and have fulfilled our other ethical responsibilities in accordance with the ICAN's Code of Ethics
for Professional Accountants. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide basis for our opinion.

Key Audit Matter: Our Assessment of Risk of Material Misstatements

Key audit matters are those matter that, in our professional judgement, were of most significance
in the audit of the financial statements and include the most significant assessed risks of
material misstatement (whether or not due to fraud), identified, including those which had the
greatest effect on: the overall audit strategy, the allocation of resources in the audit, and directing
the efforts of the engagement team.

We summarize below the key audit matters together with our keys audit procedures to address
those matters and, as required for the public interest entities.

| S.N. Key Audit Matters Our Audit Approach and Response

1. Information Technology (IT) Our procedure included:

a) We tested the design, operation and

GBLBSL's key financial accounting and effectives of control over granting,

reporting processes are highly dependent on removal and appropriateness of

the automated control over the GBLBSL's IT access rights on the accounting and
system. reporting of GBLBSL.

b) We obtained and inspected the

change management process and, for

There is a risk that gaps in the change a sample of changes in inputs and

management, segregation of duties or users control functions on the systems, has
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access management controls (in relation to
key financial accounting and reporting
systems) may undermine our ability to place
| some reliance thereon in our audit.

Therefore, we have considered this as a key
audit matter.

c)

been reviewed to confirm that
changes had been performed in line
with approved decisions.

We have tested a sample of outputs
particularly interest income and
expenses on loans and advances of
system through manual calculation.
We considered the change
management. segregation of duties
controls and outputs in relation to
financial accounting and reporting
systems to be acceptable.

No material exceptions were noted.

Loan Loss Provision
As per NRB Unified Directives for
Microfinance, the microfinance  shall
measure impairment loss on loans and
advances at the higher of:
a) Amount derived as per norms
prescribed by Nepal Rastra Bank for
Loan Loss Provisioning, and
b) Amount determined as per NFRS 9

adopting expected credit loss method.
As per norms prescribed by NRB, provision
at prescribed rate should be created on loans
and advances based on overdue status on
loans and advances as well as utilization of
loan, status of collateral and status of
borrower, etc.
As per NFRS 9, impairment of loans and
advances should be made on individual
impairment basis for loans and advances
that are individually significant and collective
impairment basis for homogenous groups of
loans that are not considered individually
significant. The impairment of loans and
advances under expected loss model require
assessment of future cash flows as well as
historical loss experience of portfolios
adjusted for macroeconomic forecasts
The calculation of loan loss provision 1is
regarded as a key audit matter.

Our procedures regarding verification of
impairment of loans and advances
included:

a)

b)

d)

Reviewed the NRB 2.2 report and
tallied with the overdue status of
report

Reviewed sample credit files for loan
utilization, borrower credit history
and physical verification of collateral
(if applicable) of the loan

Grouping of loans and the staging
(Stage-1, Stage-2 and Stage-3) were
assessed on the basis of nature and
purposes of loans and data of
historical loss experience in portfolios
are assessed on the basis of past due
data from the system software as well
as data of loan loss provisions of the
defined group in the past.

The calculations of impairment as per
expected credit loss model was
assessed based on requirements of
NFRS 9 and policy adopted by

GBLBSL. Assessment included
veracity of macroeconomic
projections.

Interest Income Recognition

Interest income of GBLBSL should be
recognized on accrual basis for loans
categorized within Stage-1 and Stage-2 as
per ECL model of NFRS 9 and on cash basis
for loans within Stage-3. The guidelines for
interest income recognition are laid out in
"Guidance Note on Interest Income
Recognition, 2025". The resulting
adjustment requires manual intervention
and poses a risk of improper calculation.
Therefore, we have considered this as a key
audit matter

Our procedures include:

a.

We reviewed of internal control for
accrued interest on loans and
advances.

We obtained a clear understanding of
process of determination of accrued
interest income by the IT system.

We conducted test check of interest
income calculated by the IT system
with our manual calculations.
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Emphasis of Matter

1. We draw attention to. Note No. 5.8 to the financial statements, which describes that the
microfinance had initiated a merger process with Samaj Laghubitta Bittiya Sanstha Ltd.
during the reporting period. Subsequent to the reporting period, the merger has been
completed upon receipt of the necessary regulatory approvals from Nepal Rastra Bank,
and unified transactions of the merged entity have commenced with effect from Kartik 2,
2082. However, the financial statements and the related notes do not fully reflect this
subsequent development and the commencement of unified operations. Our opinion is
not modified in respect of this matter.

2" We draw attention to Note 4.13 to the financial statements, which describes the
accounting treatment of deferred tax assets in respect of carried forward tax losses of
prior years. During the current financial year, the Company has recognized deferred tax
assets relating to such prior year losses, together with the deferred tax impact of the
current year. The resulting effects have been recognized in the current year only and
disclosed in the financial statements. Our opinion is not modified in respect of this matter.

3. We draw attention to Note 4.26 to the financial statements, which describes a contingent
liability arising from litigation initiated by the Inland Revenue Department in respect of
amended income tax assessments, currently under process at the Revenue Tribunal.
Management believes that the Tribunal will decide in favor of the Company. Our opinion
is not modified in respect of this matter.

Other Matter

The financial statements of the Company for the year ended 31st Ashadh 2081 were audited by
the predecessor auditor, whose report dated 19 January 2025 expressed an unmodified
(unqualified) opinion on those financial statements. The predecessor auditor’s report included
an Emphasis of Matter paragraph drawing attention to a matter relating to cash embezzlement,
as described in Note 3.22 to the financial statements. Our opinion on the current year’s financial
statements is not modified in respect of this matter.

Information other than the Financial Statements and Auditor's Report thereon

Management is responsible for the other information. The other information comprises the
information included in the annual report, including the report of the board of directors, but
doesn't include the financial statements and our auditor's report thereon. The annual report
including the report of the Board of directors is expected to be made available to us after the
date of this auditor's report.

Our opinion on the financial statements doesn't cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the financial statements for our knowledge
obtained in the audit, or otherwise appears to the materially misstated.

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

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with Nepal Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements are free
from material misstatements, whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to cease
operations, or has no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Financial Statements

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

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

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

e Identify and assess the risks of material misstatement of the financial statements, whether
due in fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company's internal control. © 8

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

e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. If we conclude that material uncertainty exists, we are required
to draw attention in our auditor's report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify 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 matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.
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Report on Other Legal and Regulatory Requirements

Based on our examination, we would like to further report that:

1.
1il.

v.

vi.
vil.

viil.

1X.

IR

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

The accounts and records of the microfinance have been maintained as required by law,

Financials Statements are in agreement with the books of account maintained by the
Microfinance,

The capital fund, risk bearing fund and the provision for probable impairment of asset of

_Microfinance are adequate as per the directives issued by Nepal Rastra Bank,
During the course of our audit, we noted an instance of fraud at the Ranjha Branch

pertaining to a prior financial year involving embezzlement of funds through dummy loan
accounts and misappropriation of customers’ deposits. The management has taken
appropriate actions in relation to the matter, and the full amount has been recovered
during the current financial year.

The operations of the Microfinance were within jurisdiction,

The Microfinance has not acted in a manner to jeopardize the interest and security of the
depositors and investors,

The Microfinance has a centralized core banking accounting system and details received
from branches of the Microfinance though the statements are independently not audited,
were adequate for the purpose of our audit.

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

FCA. Prabin Raj Kafle
Proprietor D

P.R.K. Associates
Chartered Accountants

UDIN: 260331CA006374rARv
Place: Kathmandu, Nepal
Date: 2082/12/17
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osition
Figures in NPR
As at
As at 32nd Ashad 2082 31st Ashadh 2081
ASSETS
Cash and cash equivalents 4.1 796,960,756 775,238,722
Statutory Balances and Due from Nepal Rastra Bank 4.2 324,035 324,035
Placement with Bank and Financial Institutions 4.3 %
Derivative Financial Instruments 4.4 z
Other Trading Assets 4.5 3
Loans and advance to MFls and cooperatives 4.6 - -
Loans and advances to customers 4.7 12,310,794,5469 11,418,606,516
Investment securities 4.8 2,025,000 2,025,000
Current tax assets 4.9 250,891,233 154,655,706
Investment Property 4,10 - -
Property and Equipment 4.11 88,628,577 84,333,698
Goodwill and Intangible assets #:)2 2,357,504 2,477 856
Deferred Tax Assets 4.13 550,198,413 559,346,207
Other assets 4.14 185,321,575 263,435810
Total Assets 14,187,501,661 13,260,444,249
As at
Note As at 32nd Ashad 2082 315t Ashadh 2081
Liabilities
Due to Bank and Financial Institutions 4,15 7,247,481,441 6,120,043,594
Due to Nepal Ratsra Bank 414 = -
Derivative Financial Instrument 417 - 2
Deposits from customers 4.18 3,560,713,376 3,546,409,212
Borrowings 4.19 89,826,800 129,653,600
Current Tax Liabilities 4.9 - -
Provisions 4.20 -
Deferred Tax Liabilities 413 - g
Other liabilities 4.21 674,525,272 928,619,583
Debt securities issued 4,22 @ &
Subordinated Liabilities 4.23 - -
Total liabilities 11,572,546,889 10,724,715,989
Equity
Share Capital 4.24 982,500,000 982,500,000
Share Premium 68,270,092 68,270,092
Retained Earnirgs (269,628,533) {433,369,023)
Reserves 4,25 1,833,813,213 1,918,317,192
Total equity attributable to equity holders 2,614,954,772 2,535,718,261
Non-controlling interest - -
Total Equity 2,614,954,772 2,535,718,261
Total Liabilities and Equity 14,187,501,661 13,260,444,249
Contingent Licbilities and commitment 4,26 6,764,478 6,764,478
MNet Assets Value Per share 266 258

The accompanying notes are integral part of these financial statements.
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Figures in NPR

2081-82 2080-81

Interest income 1,705,161,860 1,883,349,665
Interest expense 830,401,899 908,355,844
Net interest income 874,759,961 974,993,822
Fees and commission income 4,29 95,861,459 56,808,469
Fees and commission expense 4.30 2,832,505_ 6,813,547
Net fee and commission income 93,028,954 49,994,923
Net interest, fee and commission income ' 967,788,916 1,024,988,744
Net trading income O 4.31 - -
Other operating income 4.32 3,362,936 221,474
Total operating income 971,151,851 1,025,210,218
Impairment charge/(reversal) for loans and other losses 4.33 57,207,607 (384,805,010)
Net operating income 913,944,244 1,410,015,228
Operating expense )
Personnel expenses 4.34 696,056,270 786,142,256
Other Operating expenses 4.35 120,027,929 124,040,641
Depreciation and Amortisation 4.36 38,084,953 37,434,361
Operating Profit 59,775,092 462,397,970
Non operating Income 4.37 651,914 893,067
Non operating expense 4.38 - -
Profit before income tax ' 60,427,006 463,291,037
Income tax expense 4.39 (10,541,030) 178,579,021

Current Tax . -

Deferred Tax 413 (10,541,030) 178,579,021
Profit for the year 70,968,036 284,712,016
Profit attributable to:

Equity holders of the Financial Institution 70,968,036 284,712,016
Non-controlling interest - -
Profit for the year 70,968,036 284,712,016

Earnings Per Share (EPS)
Basic Earnings Per Share 7.22 28.98
Diluted Earnings Per Share 7.22 28.98
The cccompan}?ng notes are integral part of these financial statements. As per our report of even date
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Figures in NPR

Parficulars 2081-82 2080-81
Profit for the year 70,968,036 284,712,016
Other Comprehensive Income, net of income tax )
a) ltems that will not be reclassified to Profit or Loss
Gains / (Losses) from investment in equity instruments measured at fair value -
Gains / (Losses) on revaluation . R
Actuarial Gains / (Losses) on defined benefit plans 65,631,747 110,757,595
Income tax relating to above items (19,689,524) (33,227,279)
Net other Comprehensive Income that will not be reclassified to Profit or Loss 45,942,223 77,530,317
b) llems that are or may be reclassified to Profit or Loss
Guains/(losses) on cash flow hedge - 5
Exchange gains/(losses) (arising from translating financial assets of foreign operation) - -
Income tax relating to above items - £
Net other Comprehensive Income that are or may be reclassified to Profit or Loss - -
Other Comprehensive income for the year, net of income tax 45,942,223 77,530,317
Total Comprehensive income for the year ) 116,910,259 362,242,332
Total Comprehensive income aftributable to: '
Equity shareholder of the bank 116,910,259 362,242,332
Non controlling interest = -
Total Comprehensive income for the pefiod 116,910,259 362,242,332

The accompanying notes are integral part of these financial statements.

{abaraj Dhakal
Director
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Chairman
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Chief Executive Officer

Director
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GRAMEEN BIKAS LA
Statement §ED
For the ye

As D& bn

Particulars

Current Year

Previous Year

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

70,968,036

284,712,016

Approprigtion
a. General Reserve
b. Foreign Exchange Fluctuation fund
c. Capital redemption reserve

(14,193,607)

(56,942,403)

(2,847,120)

d. Corporate social responsibility fund (709,680)

e. Employees training fund 2,642,889 (1,215,358)

f. Client Protection Fund (1,064,521) (2,847,120)

g. Staff Welfare Fund {2,129,041) =

h. Other 70,549,782 (111,662,440
Profit/(loss) before regulatory adjustment 126,063,857 109,197,575

Regulatory Adjustments:
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. Shert provision for possible losses on Non-Banking Assets (-)/reversal(+)
e. Deferred Tax Assets recognized(-)/reveral(+)

f. Goodwill recognized (-)/Impairment of Goodwill(+)

g. Bargain purchase gain recognized (-)/reversal{+)

h. Actuarial Loss recognized (-)/reversal(+)

i. Other

98,127,990

9,148,494

(45,942,223)

(86,173,809)

211,806,300

(77,530,317)

Net Profit/(loss) for the year end available for distribution
Opening Retained Earning
Adjustment(+/-}
Distribution:
Bonus share issued
Cash dividend paid
Transfer:
Transfer from Other Reserve

187,398,119
(433,369,023)
(23,657,629)

157,299,750
(591,381,843)
713,070

Total Distributable Froﬁij’[l.oss} - Retained Earnings as on year end date

(269,628,533)

(433,369,023)

anying notes are integral

art of these financial statements. -
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had 2082
Figures in NPR
Particulars 2081-82 2080-81

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received 1,758,946,291 1,722,243,833
Fees and other income received 96,513,373 57,701,536
Dividend received - =
Receipt from other operating activities 1,032,318 -
Interest paid (263,077,172) {268,092,445)
Commission and fees paid (2,832,505) (6,813,547
Cash payment to employees (466,460,640) (559,542,003)
QOther expense paid (120,027,929) (124,040,641}

Operating cash flows before changes in operating assets and liabilities

821,456,733

(Increase)/Decrease in operating assets

Due from Nepal Rastra Bank

Placement with Bank and Financial Institutions

Other Trading Assets

Loans and advances to bank and financial institutions

1,004,093,736

Loans and advances to customers (1,023,382,530) 419,033,660
Other assets 13,967,277 (131,786,237)
Increase/(Decrease) in operating liabilities

Due to Bank and Financial Institutions 1,127,437 ,847 Q08,171,677
Due to Nepal Ratsra Bank - -
Deposits from customers 14,304,164 (201,298,552
Borrowings (39,826,800) -
Other liabilities (334,178,898 (475,802,099)
Net cash flow from operating activities before tax paid 762,414,797 1,339,775,181
Income taxes paid . (96,235,527) (244,422,794)

Net cash flow from operating activities

666,179,270

1,095,352,387

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities
Receipts from sale of investment securities

Purchase of property and equipment (20,980,841) (11,413,279)
Receipt from the sale of property and equipment 3,802,458 221,474
Purchase of intangible assets - -
Receipt from the sale of intangible assets % &
Purchase of investment properties % <
Receipt from the sale of investment properties 5 .
Interest received 9,829,033 19727111
Dividend received - -
Net cash used in investing activities (7,349,351) 8,535,306
CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of shares =
Repayment of debt securities - -
Reciepts from issue of subordinated liabilities -

Repayment of subordinated liabilities - -
Dividends paid - -
Interest paid (561,206,021) (632,623,694)
Other receipt/payment (75,201,864) (47,639,046)
Net cash from financing activities (637,107,885) (680,262,740)
Net increase (decrease) in cash and cash equivalents 21,722,034 423,624,953
Cash and cash equivalents at beginning of the period 775,238,722 351,613,768
Effect of exchange rote fluctuations on cash and cash equivalents held - =
Cash and cash equivulerﬁs at the end of the period 796,960,756 775,238,722

The accompanying notes are integrglpart of these financial statements.
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A SANSTHA LIMITED
dments
IAshad 2082

Reporting entity : .
Grameen Bikas Laghubitta Bittiya Sanstha Limited (referred as "the mr—jﬂ?e financial institution”) is o public limited company incorporated under the
Companies Act, 2063 and licensed by Nepal Rastra Bank to conduct micro-finance activities. Grameen Bikas Laghubitta Bittiya Sanstha Ltd. (GBLBS), formerly
Nepal Grameen Bikas Bank Ltd., came into existence in 2014 August 15 (Shrawan 30, 2071) with a successful merger of the then five regional level Grameen
Bikas Banks operated in the then five development regions of Nepal. The head office of the institution is located in Butwal, Rupandehi district of Lumbini
Province. GBLBS was registered as a public limited company on 30th July 2014 (Shrawan 14, 2071) under the Company Act, 2063 and is regulated under
the Bank and Financial Institution Act, 2073. The name “Nepal Grameen Bikas Bank Ltd.” was changed into "Grameen Bikas Laghubitta Bittiya Sanstha Lid."
as per the decision of the Annual General Meeting of the institution and approval of the Office of the Company Registrar (approval date: 2074/12/28). The
shares of the financial institution has been listed in nepse with share symbol "GBLBS".

The principal activities of the financial Institution is to provide microfianance loan and services with the prime objective of alleviating poverty, hardship, and
suffering of the rural people throughout its working area. The unique traits of the institution are well-defined target groups (especially women), area
approach, group guarantee lending, non-collateral lending, efc. In order to achieve its goa |, the institution has been working through micro-credit services and
capacity development programs for the community. Moreover, it has followed the Grameen Bank Model started by Prof. Muhammad Yunus {Nobel Laureate),
a Bangladeshi social entrepreneur, banker and economist.

During the period, the Microfinance has provided its services through 189 total branch offices and 5 Qoeration & Supervision offices located in four provinces
by the end of FY 2080.081.

Basis of Preparation

The financial statements have been prepared on accrual basis of accounting except the Cash Flow information, which is prepared on a cash basis, using the
direct method as prescribed by Nepal Financial Reporting Standards (NFRSs), as published by the Accounting Standards Board (ASB) Nepal and pronounced
by The Institute of Chartered Accountants of Nepal (ICAN).

The financial statements comprise the Statement of Financial Position, Statement of Profit or Loss and Statement of Other Comprehensive Income, the
Statement of Changes in Equity, the Statement of Cash Flows and Notes to Financial Statement comprising summary of principal accounting policies and
explantory notes that are significant importance to the stakeholders.

Statement of Compliance

The financial statements also comply the requirements of Companies Act 2063 and policy, procedures and directives of Securities Board of Nepal. The
financial statements of the Microfinance, have been prepared in accordance with Nepal Financial Reporting Standards (NFRS) issued by the Accounting
Standards Board (ASB) Nepal established under Nepal Chartered Accountants Act 2059. The financial statements are based on the formats mandgted by the
Directive No. 4 of The Unified Directives to Microfinance, 2080 as made applicable by the Nepal Rastra Bank.

These financial statements for the year ended 32nd Ashadh, 2082 are prepared in accordance with NFRS and these financial statments were approved by
the board of Directors dated 14th Chaitra 2082.

Reporting Period and Approval of Financial Statements

Reporting Period

The reporting period for this financial statements is the period ending on 32nd Ashadh 2082 (i.e., FY 2081-82). Financial information of following
period/dates are provided on the financial statements.

1. Comparative NFRS financial statements (financial statements as on and for the periods ended on 31stAshad 2081)

2. NFRS financial statements for current period (financial statements as on and for the period ended on 32nd Ashad 2082)

Approval of Financial Statements
The financial statements are yet to be authorised for issue by the Board of Directors.

Functional and Presentation Currency
The financial statements are presented in Nepalese Rupee (NPR), which is also the functional currency of the Microfinance, Figures are rounded off to nearest
Rupee, accordingly, minor rounding off error may exist.

Use of Estimates, Assumpti and Judg t

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards (NFRS) requires the use of certain critical accounting
estimates and judgments. It also requires the management to exercise judgment in the process of applying the company’s accounting policies, The company
makes certain estimates and assumptions regarding the future events. The estimates and judgments are continuously evaluated based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the circumstances. In the future, the actual results may
differ from these estimates and assumptions. The estimates and assumptions that might result in adjustment to the carrying amounts of assets and liabilities
within the next financial year are on the following components:

1. Classification of financial assets
The classification of financial assets into amortized cost or at fair value (either through profit or loss or through other comprehensive income) depends upon
whether the contractual cash flows from such instruments are solely payments of principal and interest (SPPI criterion), including the business model within which
such instruments are managed. The classification of the financial assets has been based on the business model of the Microfinance at the reporting dote. The
reclassification of financial assets can only occur upon change in the business model of the entity.




Fair value of financial statements are determined on three lev
depending on available market circumstances.

The Microfinance measures fair values using the following fair value hierarchy as provided in NFRS 13.
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the Microfinance can access at the measurement date.,

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

Level 3 inputs are unobservable inputs for the asset or liability. The Microfinance has used the accounting book value and considered if there exists factors
that would otherwise result in changes to the book value of assets or liabilities.

3. Impairment loss on financial assets

Impairment loss on financial assets is provided on the higher of loan loss provision as per NRB Directives to Microfinance 2080 and NFRS 9. On ca leulating loss
as per NFRS 9, estimates are made on amount of loans that are considered to require individual assessment, grouping of loans for collective assessment,
parameters for assessing impairment, objective and subjective parameters for assessment of significant increase in credit risk, default of financial assets,
probability of default, loss given default, future cash flow estimates, historical data on similar types of loan or group of loans.

4. Useful life and salvage value of property and equipment

The management reconsiders the economic useful life and salvage value of property and equipment on each reporting dates based on the information
available on such dates.

5. Impairment loss of non-financial assets

The non-financial assets are tested for impairment on identification of indicators for impairment i.e., triggering events. The impairment loss is recognised when
the carrying amount exceeds the recoverable amount. The Microfinance has not identified any triggering event during the reporting period, hence it has not
tested the non-financial assets for impairment.

6. Current Tax and Deferred tax

Significant management judgment is required to arrive at the figure of current tax and deferred tax, based upon the likely timing and the level of future
taxable profits together with future tax planning strategies. The Microfinance has calculated the current and deferred tax based on its assumptions and
estimates on parameters available when the financial statements were prepared.

7. Employee benefit obligations 4

Judgment is required to determine the estimated liability that shall arise on part of accumulated leave of staff and gratuity which is generally paid out on
retirement or termination of employment. Valuation of such is done by qualified actuary using assumption like interest rate, rate of increase in annual
compensation, remaining service period etc. Factors considered may change depending on market changes or legal changes which are beyond the contral of
the company.

The Microfinance pays gratuity to its employees as per the Employee Service Bylaw, as follows:

1. Past Service less than 5 Years - Nil

2. Past Service Years greater than equal to 5 years and less than 10 years - 1 month's Salary for each completed year of Service

3. Past Service Years greater than equal to 10 years and leass than 15 years - 1.5 month's Salary for each completed year of Service
4. Past Service Years greater than equal to 15 years and leass than 20 years - 2 months Salary for each completed year of service

5. Past Service Years greater than equal to 20 years, 2.5 months Salary for each completed year of Service.

The Microfinance has identified such gratuity benefit, the liability of which arises after retirement of employees, as "Defined Benefit Plan" as per NAS 19
Employee Benefits.

The Microfinance pays leave benefits to its employees as per the Employee Service Bylaw, as follows:

Home Leave: Employees are entitled for 30 days' home leave in a year. Such leave can be accumulated for total 120 days during the employment period. If
the leave is accumulated for more than 120 days during the period of employment, it can be withdrawn by the employee based on the prevailing salary. It
can also be withdrawn if the leave is accumulated for more than 60 days during the period of employment, however, the encashment shall not exceed for 30
days.

Hence, such leave benefit has been identified as "Other Long-term Employee Benefit" as per NAS 19.

Sick Leave: Employees are entitled to 15 days sick leave in a year, which can be accumulated. It can be encashed by the employees only upon the end of the
employment period. Hence, such leave benefit has been identified as "Defined Benefit Plan" as per NAS 19.

NAS 19 requires gain/loss on actuarial remeasurement of Defined Benefit Plan to be recognised through other comprehensive income while that of Other
Long-term Employee Benefit through profit or loss.
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3.4

- -

snges in Accounting policies
re has been no signifir.cant change in the accounting
sorting Standards-

scounting

e except where required due to adoption of Nepal Financial

ccounting has been applied whenever the assets and liabilities are of non-current in nature and the impodt of time value of money s no insignificant.

s0ing Concern

The Management has made an assessment on the Mi:rnﬁnance's abllity fo continue as @ going concern and is satisfied that it has the resources 10 continue in

_siness for the forseeahble future. Furthermore, the managment is not aware of any material

uncertainties that may

cast significant doubt over the

M\crofinunce's ability 10 continue a5 @ going concern: Therfore, the financial statements continue to be prepured on the going concern basis.

separate Financial Statements
The presemed financial statements 15 the separate financial
prepamtion of consolidated financial statements as PET NERS 10 is not required.

statements of the Microfinance.

significant Accounting policies
The significant accounting policies adopted bY Microfinance while preparing financial statements are @s follows:

Note No. Accounting Policy
3.1 Basls of Measurement
32  Basis of Consolidafion
33 Cash and Cash Equivalent
3.4 Financial Assets and Financial Liabilities
35 Trading Assefs
3.6 Derivative Assets and Liabilities
37  Propery and Equipment
3B Goodwill Intangible assets
3.9 Investment property
3.0 Income tax
%1 Deposits, debt securities jssued and subordinuted liabilities
3.12 Provisions
3,13 Revenue
3.14 Interest expense
315 Employees genefits
316 leases
3.17 Foreian currency translation
3.18 Financial guarantee and loan commitment
3,19  Share capital and reserves
32 Eaming per share including diluted
3.21 Segment reporting
3.22 Events after reporting date

Basis of Measurement

The financial statements are prepured on historical cost convention except for the following material items:
particulars

Jnvestment in shares and mutual fund schemes Fair value

Non-banking assels

The Microfinance does not have subsidiary, accordingly:

Information Note No.

4.1

4.5
4.4
411
4.12
410
4.9
4.18,4.22, 4.23
4.20
4.27, 429,431, 4.33,4.37
4.28
4.23

4.24, 4.25

5.4

Measuremen! Basis

Lower of Market Value or Outstanding Receivable at the

date of booking NBA

Loans o employees
Property and equipment, jnvestment property and intangible assels

Basis of consoliduﬁon

Amortized cost

Deemed cost @3 fair valve

The Microfinance does not have subsidiary companies, accordingly, consolidation of financial statements 15 required.

Cash and cash equivulenl
Cash and cash equivalent comprises of cash, demand deposit an

and which are subject to an insignificant fisk of changes in value. In general, short term investments with original maturity of up 1@ three

as cash equ‘wo\em. Cash and cash equ‘urnlem are presented at amorr'lted cost on the financial statements.

Financial assets and financial liabilities
Financial assets are any assefs that is cash, equity instrument of another entity or any contractual right 1o recelv

Financial liability is any liability with contractual obligation fo deliver cash of other financial assets to another €

. of 2
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d short-term; highly liquid investments that are readily convertible 10 known amounts of cash

months are considered

e cash of financial assets of another entity.

ntity.




2.5

2.6

27

31

3.2

3.3

34

Changes in Accounting Policies E il

There has been no significant change in the accounting policies a§opt¥ I rg Jance except where required due to adoption of Nepal Financial

Reporting Standards.

Discounting

Discounting has been applied whenever the assets and liabilities are of non-current in nature and the impact of time value of money Is not insignificant.

Going Concern

The Management has made an assessment on the Microfinance's abillity to continue as a going concern and is satisfied that it has the resources to continue in
business for the forseeable future. Furthermore, the managment is not aware of any material uncertainties that may cast significant doubt over the
Microfinance's ability to continue as a going concern. Therfore, the financial statements continue to be prepared on the going concern basis.

Separate Financial Statements

The presented financial statements is the separate financial statements of the Microfinance. The Microfinance does not have subsidiary, accordingly,

preparation of consolidated financial statements as per NFRS 10 is not required.

Significant Accounting Policies

The significant accounting policies adopted by Microfinance while preparing financial statements are as follows:

Note No. Accounting Policy
3.1 Basis of Measurement
3.2 Basis of Consolidation
3.3 Cash and Cash Equivalent

34 Financial Assets and Financial Liabilities

3.5 Troding Assets

3.6  Derivative Assets and Liabilities
3.7  Property and Equipment

3.8  Goodwill Intangible assets

3.9  Investment Property

3.10  Income tax

3.11  Depeosits, debt securities issued and subordinated liabilities

3.12  Provisions

3.13  Revenue

3.14  Interest expense

3.15 Employees Benefits

3.16 Leases

3.17  Foreign currency translation

3.18  Financial guarantee and loan commitment

3.19  Share capital and reserves

3.2  Earning per share including diluted
3.21  Segment reporting

3.22  Events after reporting date

Basis of Measurement

Information Note No.

4.1

4.5
4.4
411
4.2
4.10
4.9
4.18, 4.22, 4,23
4,20
4.27, 4.29,4.31, 4.33, 4.37

4.28
4.23

4.24, 4.25

5.4

The financial statements are prepared on historical cost convention except for the following material items:

Particulars
Investment in shares and mutual fund schemes

MNon-banking assets

Loans to employees

Property and equipment, investment property and intanglble assets

Basis of consolidation

Measurement Basis

Fair value

Lower of Market Value or Outstanding Receivable at the
date of booking NBA

Amortized cost

Deemed cost as fair value

The Microfinance does not have subsidiary companies, accordingly, conselidation of financial statements Is required.

Cash and cash equivalent

Cash and cash equivalent comprises of cash, demand deposit and short-term, highly liquid investments that are readily convertible to known amounts of cash
and which are subject to an insignificant risk of changes in value. In general, short term investments with original maturity of up to three months are considered
as cash equivalent. Cash and cash equivalent are presented at amortized cost on the financial statements.

Financial assets and financial liabilities

Financial assets are any assets that is cash, equity instrument of another entity or any contractual right to receive cash or financial assets of another entity.,

Financial liability is any liability with contractual obligation to deliver cash or other financial assets to another entity.
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3.4.1 Recognition

The Microfinance initially recognises financial assets or financial lid thich the Microfinance becomes party fo the contractual arrangement.

3.4.2 Classification and Measurement "
Financial Assets: The classification and measurement of financial assets depend on how these are managed i.e. the Microfinance's business model and their
contractual cash-flow characteristics. Based on these factors, financial assets are classified on following three categories:

i) At Amortized Cost
il) At Fair Value through Profit or Loss (FVPL)
iil) At Fair Value through Other Comprehensive Income (FVOCI)

i) At amortized cost: Financial assets at amortized cost are non-derivative financial assets with fixed or determinable payments for which the Microfinance
has the business model of collecting the contractual cash flows and holding till maturity. They are initially measured at fair value plus any directly attributable
transaction cost. Subsequent to initial recognition, such financial assets are measured at amortized cost using effective interest rate method less any impairment

losses.

ii) At fair value through profit or loss: Financial assets are classified at fair value through profit or loss (FVTPL) if the Microfinance holds such instruments for
the purpose of trading or designates such assets at fair value through profit or loss to prevent accounting mismatch. The attributable transaction costs and
changes in fair value are taken to profit or loss.

iii) At fair valve through other comprehensive income: Financial assets at FYTOCI are non-derivative financial assets that are not classified in any of the
above category. Financial assets at FVTOCI are measured at fair valve. Subsequent to initial recognition, financial assets are measured at fair value, as far
as such fair value is available, and changes thereln are recognized in other comprehensive Income and presented in the fair value reserve In equity. The
Microfinance has irrevocably opted to classify the investment made in shares as a part of long-term strategic investment as financial assets at FYTOC! on
Initial recognition,

Financial Liabilities: The Microfinance classifies ifs financial liabilities, other than financial guarantee and loan commitments, as measured at amortised cost or e
fair value through profit or loss. Financial liability is measured initially af fair value, ar an item not at fair valve through profit or loss, at transactions costs that
are directly attributable to its acquisition or issue.

3.4.3 De-recognition
Financial Assets
Financial assets are partially or fully de-recognized in any of the following condition:
_ termination of contractual rights to cash flow
- upon fransfer of contractual cash flows in a transaction in which substantially all of the risk and rewards of the ownership of the financial assets are
transferred or in which the Microfinance neither transfer nor retains substantially all of the risk and rewards of the ownership and it does not retain control of
the financial assets.

On derecognition of a financial assets, the difference between the carrying amount of the assets (or the carrying amount allocated to the portion of the assets
c_lere:cgnised} and the sum of (i) the consideration received (including any new assets obtained less any new liability assumed) and (i) any cumulative gain or
loss that had been recognised in OCl is recognised in statement of profit or loss.

Financial Liabilities
Upon settlement or termination of any liability related to financial liakility, financial liability is de-recognized. The difference between the carrying amount
and settlement amount is accounted through statement of profit or loss.

3.4.4 Determination of fair value b
Fair value is the price that would be received to sell an asset or paid to transfer a ligbility in an orderly transaction between market participants af the
measurement date. Fair value is initially considered based on quoted rate where the assefs or liabilities are transacted on principal ma rket, in the absence of

which the most advantageous market is the active market.
When available, the Microfinance measures the fair value of an instrument using the quoted price in an active market for that instrument. The market is
regarded as active if transactions for the assets or liability take place with sufficient frequency and volume to provide pricing infermation on an ongoing basis.
If there is no quoted price in an active market then the Microfinance uses valuation techniques that maximise the use of relevant observable inputs and
minimise the use of unobservable inputs. The chosen valuation technique incorporates all of the factors that market participants would take into account in
pricing a transaction.
Fair value of non-financial assets like property & equipment, investment property and intangible assets are considered the deemed cost of such assets in line
with NFRS 1.
Fair Value Hierarchy
Assets and liabilities carried at fair value or for which fair values are disclosed have been classified into three levels according to the observability of the
significant Inputs used to determine the fair values.
Level 1: Fair value is determined based on quoted price of financial instruments in active market.
Level 2: Fair value is determined based on quoted price of similar financial instruments within consideration to significant observable inputs.

L
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3.4.5

Level 3: Fair value is determined used using other method as the | 4 ) i %Xe unobservable inputs for the asset or liability. Microfinance has used
the accounting value and considered if there exists factors thaf | .
valuation.

Impairment Sy
During the year FY 2081/82, The Institute of Chartered Accountants of Nepal (ICAN) and Accounting Standards Board of Nepal (ASB Nepal] has pronounced
that full version of NFRS 9 containing Expected Credit Loss (ECL) to be effective from Shrawan 1st, 2081 and financial statements of Ashadh end 2082
{including quarterly financials thereon) incorporates ECL reporting. In relation fo the same, "NFRS 9 — Expected Credit Loss Related Guidelines, 2024" was
pronounced by the Bank and Financial Institution regulation department of Nepal Rastra Bank on Jestha 1st 2081, providing detailed guidelines for the
consistent and prudent application of NFRS 9.

Initially, the updated standard of NFRS 9: Financial Instruments (in line with NFRSs 201 8) was pronounced by Institute of Chartered Accountants of Nepal
(ICAN) to be effective from 16th July 2021. However, due to various reasons including challenges posed by emergence of COVID, limited time availability
and lack of technical expertise, full implementation of NFRS 9 was deferred till FY 2080/81, for banks and financial institutions. Hence, the provisions of NFRS

* 9 that includes expected credif loss, is fully effective in the Microfinance from FY 2081/82.

The Microfinance recognizes a loss allowance for expected credit losses on a financial asset that are measured at Amortized Cost (AC), Fair Value Through
Other Comprehensive Income (FYTOCI), a lease receivable, a contract asset or a loan commitment and a financial guarantee contract to which the impairment
requirements apply.

The ECL approach results in the early recognition of credit losses because it Includes, nat enly losses that have already been incurred, but also expected future
credit losses — it is a forward-looking model.

Any financial instrument classified and measured at FVTPL is not covered under impairment requirements of NFRS 9. The methods for the caleulation of
Expected Credit Loss is classified into 3 broad approaches:

1. General approach

These approaches are applicable to financial assets measured at amortized cost, financial assets measured at FYOCI with recycling, Loan commitments {nat at
FVTPL), Financial guarantee contracis (not at FVTPL).

Lifetime ECL is recognized for all financial assets where the credit risk has increased significantly since initial recognition.

At the reporting date, if the credit risk has not increased significantly since initial recognition, the Microfinance measures the loss allowance for those financial
assets at an amount equal to 12- month ECL.

For loan commitments and financial guarantee contracts, the date that the entity becomes party to the irrevocable commitments is considered to be the date
of initial recognition for the purpose of applying the impairment requirements. The Microfinance recognizes in profit or loss, as an impairment gain or loss, the
amount of expected credit losses (or reversal) that is required to adijust the loss allowance at the reporting date to the amount that is required to be
recognized In accordance with MNFRS 9.

Under the general approach, NFRS 9 recognizes a three-stage approach to measure expected credit losses and recognize interest income.

Stage 1: i

The financial instruments that have not had a significant increase in credit risk since initial recognition are classified in Stage 1. The Financial instruments at
stage 1 require, at initial recognition, a provision for ECL associated with the probability of default events occurring within the next 12 months (12-month ECL).
For those financial assets with a remaining maturity of less than 12 months, a Probability of Default (PD) is used that corresponds to the remaining maturity.
Interest is calculated on the gross carrying amount of the financial asset before adjusting for ECL.

This stage includes the following:

i. Initially recognized financial instruments (other than those purchased or originated credit impaired financial assets)

ii. Financial instruments having no significant increase in credit risk since Initial recognition.

#ii. Financial assets for which contractual payments are not overdue or are overdue far up to 1 month.

iv. Financial instruments having low credit risk at the reporting date.

For this purpose, instruments with low credit risk include:

« All exposures on Nepal Government /Province /Local Level or Nepal Rastra Bank

« Exposures fully guaranteed by Nepal Government/Province/Local Level.

« Foreign Sovereign exposures having rating BBB- and above from an external rating agency at the reporting date.

« All exposures on BIS, IMF, EC, ECB and multilateral development banks with risk weight of 0% as defined in Capital Adequacy Framework 2015.

+ Debenture/bonds having rating of AA or above at reporting date from external credit rating agency.

The Microfinance determines at each reporting date whether the financial instruments meet the requirement of low credit risk. If the instrument does not meet
the requirement of low credit risk, the Microfinance determines whether the risk of defauli on the financial instrument has been increased significantly or not
after initial recognition. If the risk has been Increased, the instruments are classified under stage 2 and accordingly lifetime ECL is recognized.

Stage 2:

The financial instruments having significant increase in credit risk since initial recognition are classified in Stage 2. A provision Is required for the lifetime ECL
representing losses over the life of the financial instrument (lifetime ECL). Interest income Is continued fo be recognized on a gross basis.

This stage includes the following:

i. Financial instruments having significant increase in credit risk since initial recognition.

ii. Financial instruments having contractual payments overdue for more than 1 month but not exceeding 3 months.

iii. Loans classified as *Watchlist' as per NRB directive on prudential provisioning.

iv. Loans without approved credit line or with credit line revoked by microfinance.

v. Loan that has been restructured /rescheduled but not classified as non-performing loan as per existing provisions of NRB directives. However, rescheduling
of installment/EMI| based loans resulting in reduction in number of installments due to prepayments or change in number of instaliments due to change in
interest rates under floating interest rate are not applicable.

vi. Claims on non-investment grade financial instruments L.e. with a credit rating of BB+ or below.
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Stage 3: z
The credit impaired or defaulted financial instruments are cla{s¥ }ves
over the life of the instrument (lifetime ECL) with the probability\ ult [P ,100%. Interest income is calculated on an actual receipt basis.

This stage includes the following:
1. Financlal instruments having contractual payments overdue for more than 3 months
ii. The Microfinance considers that the borrower is unlikely to pay its credit obligations to the Microfinance in full, without realizing securities (if held).
The indicators of unlikeness to pay include:
+ The Microfinance puts credit obligation on non-accrued status.
« The Microfinance consents to distressed restructuring of credit abligation resulting in reduction in financial obligation due to material forgiveness,
postponement of principal, inferest
+ The Microfinance has filed for the debtor's bankruptcy or a similar order in respect of the borrower's credit obligation.
« The Microfinance sells a part of the credit obligation at a material credit-related economic loss.
« The debtor has sought or has been placed in bankrupfcy or similar protection where this would avoid or delay repayment of the credit obligation.
. » There is evidence that full repayment based on contractual terms is unlikely without the Microfinance 's realization of collateral regardless of whether the
exposure Is current or past due by a few days.
iii. Loan is classified non- performing as per NRB prudential provisioning directive,
iv. Credit impaired financial instruments with objective evidence of impairment.
v. The financial assets classified as purchased or originated credit impaired {POCI) assets as per NFRS 9. POCI assets also refer to new loans disbursed during
the current reporting period for accounts that were classified under Stage 3 at previous reporting date.

T
T Stage 1 Stage 2 Stnﬁe3
Nature |12 month expected credit loss Ee p
' R - Credit impai
i i e Significant credit risk ,d“ "y 1Ired
o No significant risk since initial T (With objective
Risk g since initial ;
recognition 5 evidence of
recognition G
impairment)
Nature |Performing Performing Non-performing
Interest |Effective interest on gross carrying  |Effective intereston  |Interest on Actual
Revenue jamount gross carrying amount |Receipt Basis

The ECL approach results in the early recognition of credit losses because it includes, not only losses that have already been incurred, but also expected future
credit losses — it is a forward-locking model. The Microfinance incorporates forward-looking information into both its assessment as fo whether the credit risk
of an instrument has increased significantly since its initial recognition and its measurement of ECL.

The Microfinance also obtained experienced credit judgement from economic outlook and Risk Management Departments fo formulate a base case, o best
case and o worst-case scenario. The base case represents a most-likely outcome and is aligned with information used by the Microfinance for strategic
planning and budgeting. Quantitative economic factors are based on economic data and forecasts published by the NSO, NRB, and other reliable sources
and statistical models. The Microfinance also obtained experienced credit judgement from economic outlook and Risk Management Departments to formulate
a base case, a best case and a worst-case scenario. The base case represents a most-likely outcome and is aligned with information used by the Microfinance
for strategic planning and budgeting. Quantitative economic factors are based on economic data and forecasts published by the NSO, NRB, and other
reliable sources and statistical models.

Drivers of Credit Risk

Parameters ure:

GDP CBS
Agricultural GDP NRB
Inflation World Bank
Unemployment Rate NRB
Interest Rate MNRB
Remittance Inflow NREB

Per Capita Income CBS

The Microfinance measures ECL in a way that reflects an unbiased and probability-weighted amount determined by evaluating a range of possible outcomes
and the reasonable and supportable information available without undue cost or effort at the reporting date, about past events, current conditions and
forecast of future economic conditions. While estimating the ECLs, the Microfinance considers three probability-weighted scenarios (a base case, o best case
and a worse case),

The calculation of ECL consists of three key components and discount factor:

- Probability of Default (PD)

- Loss Given Default

The Microfinance measures ECL in a way that reflects an unbiased and probability-weighted amount determined by evaluating a range of possible outcomes
and the reasonable and supportable information available without undue cost or effort at the reporting date, about past events, current conditions and
forecast of future economic conditions. While estimating the ECLs, the Microfinance considers three probability-weighted scenarios (a base case, a best case
and a worse case).

The calculation of ECL consists of three key components and discount factor:
- Probability of Default (PD)

- Loss Given Default)

- Exposure at Default (EAD)

ECL= PD*LGD*EAD*Discount Factor ; .
*
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The Microfinance writes off a loan or an investment security, eithgs
determines that there is no realistic prospect of recovery.

For the purpose of collective assesment of impariment Microfiance ha

Micro Business Loan

Micro Enterprises Loan
special member loan

Micro Enterprise Loan (A)
BioGas Loan Group
Seasonal Loan

Irrigation Loan

Emergency Loan

Refinance Loan

Tollet Loan

Loan Against Group Saving
Housing Loan Neon-Collateral
Bio Gas Loan

Micro Enterprises B

Housing Loan Collateral
Joined Project Loan

Group fund Loan

Regulatory Backstop Measures

The Microfinance, following regulatory backstop as mentioned Clause 16 of “NFRS 9- Expected Credit Loss Related Guidelines, 2024" has recognize
impairment on credit exposures as the HIGHER of total ECL calculated as per NFRS 9 and existing regulatory provisions as mentioned in Unified NRB
Directives no 02. The Following table below depicts the calculation of impairment allowance as per NFRS @ and NRB Directives:

-
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S.N. Financial Statement ltems - L - 7 - - el Ll
As per NFRS 9 (E 'l As per NFRS 9 (ECL) As per NRB
On Balance Sheet llems: e / d
1]{Cash and Cash E;quivu!eni
2[Due from Nepal Rastra Bank Sl
3I Pll-:n:emen'T with Bank and Financial Institutions I :
4|Derivative financial instruments i d
" 5|Other lrcaing assets '
4|Loan and advances to B/Fls
7 |Loans and advances fol customers 833,834,318 1,212,240,935 288,568,80 1 1,209,678,795
8|investment securities . I )
9]current tax assets
10} Investment in subsidiaries
11{lnvestmant in ns.wciufes I )
12]Cther assets:
a) Leau.ReceFvuble
b} Co‘ntruc! Asset
) Others
Off Balance Sheet liems:
13 Loan Commitments
14 Financial guarantee contracts
15 |Others )
Total 833,834,318 1,150,384,148 288,568,801 1,209,678,795
Classification of Loan
Pariculars As on 32 Ashadh 2082
Performing Loan 11,952,579,727
Pass Loan 9,645,212,834 '
Woatchlist Loan 896,371,250
Rescheduled /Restructured Loan 1,410,995,643
Non-Performing Loan(NPL) 1,322,898,945
Substandard Loan 78,898,415
Doubtful Loan 206,404,982
Loss Loan 1,037,595,548
Total 13,275,478,672
NPL Percentage 9.96
Loan Classification and Corresponding ECL:
lassificaticy Stage . 108]/?2 - i
Outstanding amount ECL Outstanding Amount |ECL
Performing Loans ’
Pass Loan [Stage | 8,834,771,611 39,327,945 7,487,083,008] 18,782,176
Watchlist |Stage 2 905,582,118 13,004,614 1,748,618,557 12,625,779
{Restructur{Stage 2 821,796,071 12,686,231 2,072,640,638] 21,306,935
Non- Performing Loans ;
RestructurdStage 3 2,034,867,438 461,556,680 53,506,933 5,015,878
SubstandafStage 3 79,908,611 11,195,951 62,534,078 4,502,961
Doubtful [Stage 3 49,907,826 7,169,921 47,152,752 3,323,389
Loss Loan |Stage 3 514,247,274 273,944,213 ! 723,986,258 218,565,230
Stagel trandStage3 12,233,111 2,996,612 41,145 482 3.456,860]
Stage 2 traifStage’ 42,166,040 11,952,153 15,204,577 U5y, 592
Off balance Sheet exposures )
Receivables
Total 13,295,480,100 833,834,319 12,251,872,283 288,568,801
Corresponding ECL
Skage 1 8,832,985,008] 39,110,840 7.481,273,127 18.710,772
Stage 2 k 1,726,567 401 25,529,999 3,818,873,2 33,792,637
Stage 3 2,735,927 691 769,193,480 95] ,725,922 236.065,392

Off balance Sheel ¢ X posures

13,295,480,100

833,834,319 12,251,872,283

288,568,501

o
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3.6

3.7
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Comparision of Impairment as per NFRS and NRE :

Particulars As on 32 Ashadh 2082
LLP as per NRB Directives 740,935
"'On Pass Loan sk 24261312
On Watchlist Loan 36,516,690
On Rescheduled /Restructured Loan ' - 93,496,551
On Substandard Loan ' ' 57,947,871
On Doubtful Loan ' ' 171,904,649
On Loss Loan ' 658,106,208
Additional impairment recognised by the NRB 128,517,964
Additional impairment recognised by the Auditor's 41,489,690

impairment as per NFRS ' "~ 833,834,319

Amortized cost measurement

The 'amartised cost' of a financial asset and financial liability is the amount at which the financial asset or financial liability is measured at initial recognition,
minus principal repayments, plus or minus the cumulative amortisation using the effective interest method of any difference between initial amount recognised
and the maturity amount minus any reduction for impairment.

Effective Interest Method

Effective Interest Method Is the method that is used in the calculation of the amortised cost of a financial asset or a financial liability and in the allocation and
recognition of the inferest revenue or interest expense in profit or loss over the relevant period.

Effective Interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial asset or financial
liability to the gross carrying amount of a financial asset or to the amortised cost of a financial liability.

Trading assets
Trading assets are those assets that the Microfinance acquires or incurs principally for the purpose of selling or repurchasing in the near term, or holds as part
of a portfolio that is managed together for short-term profit or position taking.

Derivatives assets and derivative liabilities
Derivative assets and liabilities are initially measured at fair value on the contract date and are subsequently remeasured to fair value at each reporting
date. The changes in value of instruments are accounted through profit or loss.

Property and Equipment 4
Non-financial tangible assets that are held for providing service to customers and for administrative use of the Microfinance are classified as Property and
Equipment.

Recognition

Property and Equipment are recognized in books whenever it is probable that future economic benefits associated with such assets will flow to the enrity and
the amount of assets can be reliably measured.

Measurement

At initial recognition, items of property and equipment are measured at cost. Cost includes the purchase price and other directly attributable costs as well as
the estimated present value of any future unavoidable costs of dismantling and removing items. The corresponding liability is recognized within provisions.
Subsequent expenditure is capitalized only when it is probable that future economic benefits associated with the expenditure will flow in to the Microfinance
Ongoing repair and maintenance are expensed off as incurred.

Subsequent to the initial measurement, NAS 14 provides accounting policy choice to measure the assets either on cost or on revaluation. The Microfinance has
measured all items at cost on subsequent measurement. On transition to NFRS, the Microfinance has elected to confinue with the carrying value of all of its
property and equipment measured as per the previous GAAP and use that carrying value as the deemed cost in line with provisions of NFRS 1, considering
the carrying amount as per previous GAAP approximately equates the fair value of such assets.

Derecognition

An item of property and equipment and any significant part initially recognized is derecognized upon disposal or when no future econamic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and
the carrying amount of the asset) is included in the statement of profit or loss when the asset Is derecognized.

Assets not capitalized

ltems of property and equipment with original cost up to Rs. 5,000 are directly accounted as expenses.

Capital Work in Progress

Assets in the course of construction are capitalized in the assets under capital work in progress (CWIP). At the point when an asset is capable of operoting in
the manner intended by the management, the cost of construction is transferred to the appropriate category of property and equipment and depreciation
commences.

Residual Value
The Microfinance has assessed the salvage value of all property and equipment considering the expected realizable value on the end of life of such assets.

= 7=
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3.8

3.9

3.10

Depreciation J
Depreciation Is charged upon the assets Is available for use and dg
economic benefits,

sset is disposed off, classified os held for sale or ceases to generate

Freehold land is not depreciated. Depreciation on assets under col trUtfidn does not commence until they are complete and ready for intended use.
Depreciation is provided on all other items of property and equipment so as to write-off their carrying value over the expected useful economic lives.

Items of property and equipment are depreciated on Straight Line Method over their useful life.
Management of the Microfinance has assessed useful life of property and equipment, as follows:

ltems Useful Life
Building 50 years

Leasehold Properties Lease period
Vehicle 8-12 years
Office Equipment, Furniture & Fixture, Computer 7 - 10 years
Other Assets 8 - 10 years

Goodwill and Intangible assets

Goodwill

Goodwill arises on the acquisition of financial institutions when the aggregate of the fair value of the consideration transferred and non-controlling interest
exceeds the amount of the identifiable assets and liabilities acquired. If the amount of the identifiable assets and liabilities acquired is greater, the difference
is recognised immediately in the Statement of profit or loss.

Goodwill is allocated to cash generating unit (CGU) at the lowest level at which goedwill is monitored for internal management process. Impairment testing is
performed annually, and whenever there is an indication that CGU may be impaired. If the present value of expected cash inflows is less than carrying
amount, the impairment loss is recognized and accounted through Statement of Profit or Loss, Goodwill is stated at cost less accumulated impairment losses.

Acquired Intangible Assets

Intangible assets are recognized whenever the cost of assets can be reliably measured, by the past experience it is demonstrated the Microfinance has control
over such assets for the specified period and it is probable that future economic benefits could be derived from such assets. The Microfinance has followed
NAS 38 for accounting of intangible assets.

Computer Software
Computer software are capitalised on the basis of the purchase cost of software or license and costs incurred to bring it to use., The cost of internally
developed software includes directly attributable costs.

Intangible assets are omortized over the period of its estimated use, or in case of licenses, over the period of contractual right of use. Whenever there is no L
specific life or license period, such software are amortized over the period of five years.

At each reporting date, impairment test of intangible assets Is done in order to oversee whether the carrying amount exceeds recoverable amount.
Impairment loss is charged to Statement of Profit or Loss.

On transition to NFRS, the Microfinance has elected to continue with the carrying value of all of its intangible assets measured as per the previous GAAP and
use that carrying value as the deemed cost as fair value in line with provisions of NFES 1.

Investment Property
Investment property is land and building held either to earn rental income or for capital appreciation or for both but not for sale in the ordinary course of
business, use in the supply of services or for administrative purpose.

Income tax
Income tax expenses include current tax, deferred tax and any adjustments recognised in the period for current tax of prior periods.

Current Tax
Current tax is the amount of income tax payable in respect of taxable profit. This is calculated as per the provisions of Income Tax Act with the effective tax
rate for current period. Taxable profit differs from the profit reported in the statement of profit or loss, because some item of income or expense are taxable

or deductible in different years or may never be taxable or deductible. Income tax rate applicable for Micrefinance is 30% (previous year rate was 30%). n




an

Particulars
Profit as per NFRS (Before Staff Bonus Provision) :
Less: Staff Bonus Provision - 5>/ 3,180,369
|Profit as per NFRS (After Staff Bonus Provision) 60,427,006
k v g bk i .
Inadmissible Expenses as per Income fax Act, 2058
1 Depreciation as per Accounting 38,084,953
System
2 Impairment of loans as per books -6,939,351
3 |Staff Gratuity Provision 43,029,520
4 Staff Leave Provision 50,333,081
5 Inrer.esl Cost on Employee Benefit 74,520,363
Obligations
é Interest Cost on Lease Liabilities 4,118,705
7  |interest income on plan assets 0
8 Fines and Penalties 647,091
9 Repair and Maintenance Expenses as 2,019,120
per Accounting System
10 LLP as per tax - Reversal of ‘excess 0
claim _
n Cjcun c:fn Sale of Vehicle as per 2,330,618
Financial
205,482,865
Less:
Admissible Expenses as Per Income Tax Act, 2058
1 Depreciation as per Section 19 8,899,221 -
2 LLP as per tax ' 0
3 |Payment of staff Gratuity 178,196,489
4 Leave encashment 76,387,494
5  |Recovery of loan written off 104,913
& Bad Debt Recovery 0
7 Lease Payments 38,228,117
8 |Adjustment of Grant Income 0 2
9 Repuair c?nd maintenance expenses as 2,019,120
per section 16
10 |Less: Loss Carried Forward 137,246,553
Total Taxable Income -175,172,037
Income Tax Liability 0
Advance Tax deposited 250,891,233
Income Tax Receivable/(Payable) 250,891,233

Deferred Tax
Deferred tax is calculated on temporary differences ie., the difference between the tax base of assets and liabilities and carrying amount in the financial
statements. Deferred tax is calculated using tax rates enacted or substantively enacted by the end of the reporting period.

Deferred tax is recognized when it is probable that future taxable profit will be available to adjust the impact of temporary differences. Changes in
deferred tax over period is recognized as deferred tax income /expenses in Statement of Profit or Loss.

Income tax on items of OCI
Income tax arising on the items of other comprehensive income is charged to statement of OCl itself.

Deposits, debt securities issued and subordinated liabilities
Deposits:
Deposits by members is initially recognized at fair value, net of transaction costs for those financial labilities not at fair value through profit or 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 effective interest method
except where the bank designates the liabilities at fair value through profit or loss. However, the microfinance does not have debt securites during the
reporting period.

Subordinated Liabilties

These are the liabilities subordinated at the event of winding up, to claims of depositors, debt secuirotes issued and other creditors. It shall include redeemable

9@

preference shares, subordinated notes issued, borrowings etc. During the reporting period, the microfinance did not have any such liabilities.
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3.12

3.13

3.13.1

3.13.2

3.13.3

3.13.4

3.13.5

3.14

Provisions and Contingent Liabilities
Ault of a past event, the Microfinance has a present legal or constructive
onomic benefits will be required to settle the obligation. Provisions are
at reflects current market assessment of the fime value of money and the risks

Provision is a liability with uncertain timing  and event. Provision is ketg

obligation that can be estimated reliably, and it is probable that *&
determined by discounting the expected future cash flows at the pre-tax rafe
specific to the liability. The unwinding of the discount is recognised as finance cost.

Confingent Liabilities: Contingent liabilities are i) possible obligations arising fromn past events whose existence will be confirmed on happening or not
happening or uncertain future events not wholly within the control of Microfinance, cr iija present obligation arising from past events but are not recognized
because outflow of resources to settle may not be required or such amount can not be reliably estimated.

Contingent liabilities are separately disclosed in the financial statements.

Revenue Recognition
Revenue is recognized fo the extent that it is probable that the economic benefits will flow to the financial Institution and the revenue can be reliably
measured. The following specific recognition criteria must also be met before revenue is recognized.

Interest income

Interest Income includes interest income on loan and advance, investment securities excepl on those investment securities measure at fair value through profit or
loss, cash and cash equivalent, due from Nepal Rastra Bank, due from BFls, loan and advances to staff etcinterest income on loans and advances are
recognized on amortised principal which is nearer to the effective interest methodl suggested by NFRS. The adoptien of effective interest method is not
possible due to constraints of time, effort and cost in short term compared to the benefits it provides. Interest of loans and advances which are significantly
impaired are not recognized.Interest income on government bend, treasury bills and bank balances are recognized under effective interest method.

Further NRB Interest Income Guideline 2025 issued on 27th July 2025 set the criteria for determining when interest income recognition should be continue:
(a) Stage-1:-Based on coupon interest rate on principal outstanding for all financial assets(accrual basis)

(b) Stage-2:-Based on coupon interest rate on principal outstanding for all financial assets{accrual basis)

{c) Stage-3:-Based on cash basis approach (incremental

Hence, Accrued Interest on Loans (other than loans whoose contractual payments and or interest are more than 3 month in arrears) has been recognized.

As on Asadh End 2082 the Microfinance has ceased accrual of interest amounting to NPR. 781 924,924 related to stage 3 loan which was NPR. 753,072,958
related to bad loan as on Asadh End 2081.

Microfinance, in general, generates interest income from loan to custamers, investment in debt securities and call deposits.

i As at 315t Ashadh | As at 31st Ashadh | As at 32nd Ashadh
Particulars
2080 2081 2082
Interset Suspense| Receivable) 916,786,054 1,061,771,783 1,152,489,922
Interest receivable due for 1 year or less 179,114,151 308,698,825 170,564,998
Inferest receivable due for more than 1 year 737,671,903 753,072,958 981,924,924

Fee and commission income

Fees and commissions are generally recognised on an accrual basis when the service has been provided based
that are integral to the effective interest
ve-out as mentione

The fees and commission income and expense

measurement of the effective interest rate. The Microfinance has opted to use car

realized fee and commission income upfront.

Commission on guarantees issued that are for more than one year are immediately accounted as income.

then the proportionate amount of fee is accounted as income.

Dividend income

Dividend income is recognized when the right to receive dividend is established i.e.

Net trading income

Income derived from buying/selling of assets and liabilities classified as for trading

assets and liabilities are recognized on mark to market basis and not en

Other Operating Income

Income other than interest, fees & commission and trading income are accounted as other operating income. This primarily

exchange rate, dividend income, gain on disposal of non-financial assets

Interest expense
Interest on depesit accepted from customer and borrowings of the Micro

o

realization basis.

etfc.

rate on the financial as

finance are accounted on accrual basis.

2

on satisfaction of the performance obligations.
sets and financial liability are included in the
d in Note 2.1.1 [b) on this matter and accounted all

It the period of guarantee is more than one year,

when the dividend is approved by general meeting of companies.

purpose are accounted as net trading income. Gain and loss on tra

comprises of changes in foreign



3.15 Employees Benefits
Employee expenses includes the amount paid to employees o
employment, termination and other long-term employee benefits. FrEsypént benefits are in the form of defined contribution plan and defined benefit
plan. Expenses under defined contribution plan are accounted as they meur and on defined benefit plan as per the actuarial valuation.

Short term employee benefits include salary, allowance, annual bonus based on profit of the Microfinance, subsidized loans etc. These are provided as the
services are rendered by the employees and measured on undiscounted amount of payment made.

e
Defined Benefit Plans include the gratuity entitle to the employees as per Employee Service Bylaw of the Microfinance.
Other long-term employee benefits include accumulated leave not encashed during service period. These are generally paid on retirement or termination of
service of the employee, or when the accumulation exceeds the prescribed period.

3.16 ' Leases
NFRS 16 introduces new or amended requirements with respect to lease accounting. It introduces significants changes to lease accounting by removing the
distinction between operating and financial lease and requiring the recognition of a right-of-use assets and a lease liability at commencement for all leases,
except for shori-term leases and lease of low value assets when such recognition exemptions are adopted. The impact of adoption of NFRS 16 on the
financial statements is described below.
The date of initial application of NFRS 16 for the Microfinance Is 1st Shrawan 2078.
The Microfinance has applied NFRS 16 using the modified retrospective approach which:
* 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.
Under NFRS 16, right-of-use assets are tested for impairment in accordance with NAS 36.
For short-term leases (lease term of 12 month or less) and leases of low-value assets, the microfiance has opted to recognize a lease expenses on straight-line
LS

basis as permitted by NFRS 16. This expenses is presented with in 'Notes 4.35- Other Operating expeses’ in the statement of profit or loss.
The Microfinance has used the following practical expedients when applying the modified restrospective approach to lease previously classified as operating

leases applying NAS 17.
+ The Microfinance has applied a single discount rate of 11.5% to a portfolio of lease with reasonably similar cha racteristics.

« The Microfinance has elected not to recognize right-of-use assets and lease liabifities to leases for which the lease term ends within 12 months of the date of
initlal application,
« The Microfiance has exclued initial direct costs from the measurement of the right-of-use assets 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.

3.17 Foreign Currency Transaction
Transaction in foreign currencies are recorded in the functional currency at spof rate Le., the rate of exchange prevailing on the date of transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated into the functional currency at the rate of exchange
prevailing on that date. The foreign currency gain or loss on monetary items is the difference between the amortised cost in the functional currency at the
beginning of the year, adjusted for effective interest and poyment during the year and the amortised cost in the foreign currency translated at the rate of
exchange at the reporting date.

Non-monetary assets and liabllities that measured at fair value in o foreign currency are franslated into the functional currency at the rate of exchange
prevailing at the date on which the fair value is determinec. Non monetary items that are measured based on historical cost in the foreign currency are
translated using the rate of exchange on the date of transactions. The resulting exchange gain or loss differences are generally recognised in Profit or Loss.

3,18 Financial guarantee and loan commitment
Financial guaraniees are contract that require the Microfinance to make specified payments to reimburse the holder for a loss that incurs because a specified
debtors fails to make payment when it is due in accordance with the terms of a debt instrument, Loan commitments' are firm commitments to provide credit
under pre-specified terms and conditions.

Liabilities arising from financial guarantees or commitments to provide a loan at a below-market interest rate are initially measured at fair value and the
initial fair value is amortised over the life of the guarantee or the commitment. The liability is subsequently carried at the higher of this amortised amount and
the present value of any expected payment to settle the liability when o payment under the contract has become probable. Financial guarantees and
commitments to provide a loan at a below market inferest rate included within other liabililies.
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3.19 Share Capital and Reserves
3.19.1 Share Capital

hat they do not meet the definition of financial liabilities.

All the issued shares are paid up and are listed with Nepal Stock Exchange for the purpose of trading by shareholders. All shares have right to vote on the
basis of the number of shares held. The Microfinance does not have shares other than ordinary shares.

3.19.2 Reserves
Microfinance has created various types of reserves as part of regulatory requirement,
a) General Reserve
General reserve is the statutory reserve. In this reserve, the amount transferredd from appropriation of net profit according to the Banks and Financial
Institutions Act, 2073 shall be included. No type of dividend (cash or bonus share) shall be distributed from the amount in general/statutory reserve. Approval
" of NRB shall be required in order to use the amount in this reserve.

Movement in General Reserve during this fiscal year:

Particulars Amount{NPR)
Opening Balance of 1st Sharwan 2081 389,675,336
Addition to the Fund this FY
a. Provision of this FY {20% of net profit as per NFRS) 14,193,607
b. 50% of Dividend in excess of 15% Dividend g
' Total (A) 403,868,943
Less : Ex; from Fund this FY #
Total (B) -
Closing Balance as on Ashad End 2082 (A-B) 403,868,943

b) Exchange Equalization Reserve

Exchange equaiization reserve is a statutory reserve. A bank which has eamed foreign exchange revaluation gain on foreign currency other than Indian
currency has to allocate 25 percent of such revaluation gain to this reserve as per provision of the Bank and Financial Institution Act. Any amount allocated to
exchange equalization reserve as per the provision of the Bank and Financial Institutions Act, shall be presented under this heading.

¢}  Corporate Social Responsibility (CSR) Reserve

In line with Point 16 of Directive 6/080 Microfinance is required fo allocate 1% of its net profit for the year for CSR and is required to create CSR Reserve.

The amount appropriated to this reserve is expensed off as prescribed in the same Directive in the next fiscal year.

Movement in CSR Fund this fiscal year:

Particulars Amount{NPR)

Opening Balance of 15t Sharwan 2081 5,059,104
Addition to the Fund this FY

a. Provision of this FY (1% of net profit as per NFRS) 709,680

Total (A) 5,768,785

Less : Expenses from Fund this FY

a. Financial Literacy program 103,830

Total (B) 103,830
Closing Balance as on Ashad End 2082 (A-B) 5,664,955
d)  Client Protection Fund
Client protection fund is created at 1.5% of net profit.
Movement in Client Protection Fund this fiscal year:
' Particulars Amount(NPR)

Opening Balance of 1st Sharwan 2081 181,509,575

a. Interest Income to the fund 5,339,589

b. Miscellenious Addition

¢. 1.5% of Net Profit as per NFRS of the FY 1,064,521

d. 35% of Dividend in excess of 15% -

ot ' Total (A) 187,913,685

Less : Expenses from Fund this FY

a. Assistance to member during pregnancy for hygiene foods and expenses for medical cure of

member,Social Service expenses(Kajkriya kharcha Bittiya Sakcharta,customer medical expenses, 11,595,272

b. Help for centre home repair

c. Scholarship Expenses

d. Training and Observation Expenses of Member

Total Expenses (B) 11,595,272

Closing Balance as on Ashad End 2082 (A-B) 176,318,413




e)

Regulatory Reserve

Deferred Tax Assets, Non-banking Assets, Reduction in fair value of |nvestmen1 in Equity below cost price, Actuarial Loss etc.

Details of Regulatory reserve has been presented herewith

Particulars FY 2081.082 FY 2080.081
Interest Recelvable 113,088,324 211,216,315
Income from Reversal of Provision of Restructured Loans 12,977,045 19,977,045
Short provision for poss:ble losses on investments = <
Shart provision on NBA 5 i
Deferred Tax assets 550,198,413 559,346,907
Gain on Bargain Purchase ' 5 .
Actuarial Gain Recognized 106,728,980 40,786,757
Fair Value loss re:ognized in OCI . .
Others 14 14
Total ' 784,992,776 851,327,038

f)  Capital Reserve
The capital reserve represents the amount of those reserves which are in nature of capital and which shall not be available for distribution of cash dividend.
The amount from share forfeiture due to non-payment of remaining amount for the unpaid shares, capital grants received in cash or kind, capital reserve
arising out of merger and acquisition etc should be presented under this heading.

g) Fair Value Reserve
The fair value reserve comprises the cumulative net change in the fair value of financial assets that are measured at fair value and the changes in fair value is
recognized in other comprehensive income, until the assets are derecognized. The cumulative amount of changes in fair value of those financial assets shall be
presented under this account head.

h)  Actuarial Gain Reserve
This reserve Is for presenting the OCI component of defined benefit obligations. This Is not an actual reserve.

i)  Assets Revaluation Reserve
Any reserve created from revaluation of assets (such as Property & Equipment, Intangible Assets, Investment Property) shall be presented under this heading.
Revaluation reserves often serve as a cushion against unexpected losses but may not be fully availoble to absorb unexpected losses due to the subsequent

PO T JEPE X T —

iy  Capital Redemption Reserve
This head shall include the statutory reserve created for making payment towards Redeemable Non-Convertible Preference Shares.

B e I T . St

k) Proposed Dividend Distribution
The Board of the microfinance has not recommended any dividend.

1) Investment Adjustment Reserve
It is a regulatory reserve created as a cushion for adverse price movements in bank's invesiments os directed by the Directives of Nepal Rastra Bank.

3.19.3 Share Premiuvm
The amount of money collected on issue of shares in excess of its face value shall be presented under this heading. The outstanding amount in this account shall
not be considered eligible for distribution of cash dividend.

3.19.4 Retained Earning
The accumulated profits which has not been distributed to shareholders and has been ploughed back in the licensed institutions’ operations and is free for
distribution of dividend to the shareholders shall be presented under this heading.

3.20 Earning per share including diluted
The Microfinance measures earning per share on the basis of the earning atlributable to the equity shareholders for the Period. The number of shares is taken
as the weighted average number of shares for the relevont period as required by MAS 33 Earnings per Share.

3.21 Segment reporting
The Microfinance's operating segments are organized and managed separately through the respective department/business managers according fo the
nature of products and services provided with each segment representing a strategic business unit. These business units are reviewed by Chief Executive
Officer of the Microfinance.
The Microfinance has identified segment reporting on the basis of Operation & Supervision office.

3.22 Events after Reporting Date
These are the events occurring between the reporting date and up to the date of approval of financial statements which are either adjustable or unadjustable.

Adjustable events are adjusted in the presented financial statements. There is no event thal require additional disclosure in the financial statements.

3.23 Fraud Recovery and Disciplinary Action — Ranjha Branch
During the fiscal year 2080-81, preliminary investigation revealed embezzlement of Rs. 1,37,16,759.90 at the Ranjha Branch by ‘Mrs. Sharmila Dangi,
Assistant Manager (field staff), through creation of dummy loan accounts and misappropriation of customer deposits. In this ‘Fiscal Year 2081- 82

Management has recovered Rs.1,37,16,759.90 and munagemeniicj taken disciplinary pclion ugcunst her . & ~
— & P r / /G—? (\ vé I
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GRAMEEN BIKAS LAGHUBITT A SANSTHA LIMITED
Notes to the Financial Statements for the year ended 32nd Ashad 2082

Note No. 4.1

Cash and cash equivalents

Cash and cash equivalent comprise the total amount of cash-in-hand, balances with other bank and financial institutions,
money at coll and short notice, treasury bills having original maturity of less than three months and cash in transit is
presented as follows:

Particolars As al 32nd Ashad 2082 As at

31st Ashadh 2081
Cash in hand 20,514,273 - 20,046,044
Balance with B /Fls 637,929,806 623,483,670
Money at call and short notice 138,140,977 131,333,308
Other 375,700 375,700
Total 796,960,756 775,238,722

Note No. 4.2
Statutory Balances and Due from Nepal Rastra Bank
Balances held with Nepal Rastra Bank including balance for compulsory cash reserve is presented as follows:

Porticdlans As al 32nd Ashad 2082 As at

31st Ashadh 2081
Statutory Balances with NRB 324,035 324,035
Statutory Balances with BFls - .
Securities Purchased under re-sale agreement 2 =
Other deposit and receivable from NRB @ 3
Total 324,035 324,035

Note No. 4.3
Placement with Bank and Financial Institutions

Placements with domestic as well as foreign bank and financial institutions with original maturities of more than three months
from the acquisition date are presented as follows:
As at 32nd Ashad 2082 As at
31st Ashadh 2081
Placements with domestic B/Fls S . R
Less: Allowances for Impairment - 5

Particulars

Total Z Z

4 4
%%%%%g%
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Note No. 4.4
Derivative Financial Instruments
The Microfinance does not have any Derivative Financial Insturments.
As at 32nd Ashad 2082 As at
31st Ashadh 2081
Held for trading - ) -
Interest rate swap - -

Particulars

Currency swap 4 -
Forward exchange contract - -
Others R

Held for risk management - -
Interest rate swap = E
Currency swap " i
Forward exchange contract - =
Others _ }
Total . .

Note No. 4.5
Other Trading Assets
The Micro Finance does not have any trading assets.
As at 32nd Ashad 2082 As at
31st Ashadh 2081

Treasury Bills “ A

Particulars

Government Bonds - &

NRB Bonds - =
Domestic Corporate Bonds - 3
Equities " & :
Other - "
Total d i
Pledged

Non-pledged

Note No. 4.6
Loans and advances to MFls and Cooperatives
The Micro Finance does not have any Loans and advances to MFls and Coperatives
As at 32nd Ashad 2082 As at
31st Ashadh 2081

Loans to microfinance institutions = -

Particulars

Loans to Fls = -
Loans to Cooperatives - -
Less:Allowance for impairment % -
Other

Less: Allowance for impairment i =
Total S g

63730
b R

™

/

7%
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GRAMEEN BIKAS LAGRUER:
Notes to the Financial Statem¥

Note 4.6.1.
Allowance for impairment

Particulars

As at 32nd Ashad 2082

As at
31st Ashadh 2081

Balance for 1" Shrawan
Impairment loss for the year
Charge for the year
Recoveries/reversal

Amount written off

Balance at Asar end

Note No. 4.7
Loans and advances to customers

Sum of the outstanding amount of all loans and advances extended 1o the customers other than BFls, bills purchased and
discounted and amortized cost of staff loans; less the amount of Impairment allowances is presented under this head.

Bosiouliis As at 32nd Ashad 2082 As at
31st Ashadh 2081

Loans and advances measured at amortised cost 13,275,478,672 ' 12,231,765,941

AIR On Loans and Advances 170,564,998 308,698,825
Less: Impairment allowances (1,212,240,935) (1,219,180,286)
Collective Allowances (62,995,183) (153,199,470)
Individual Allowances {(1,149,245,752) (1,065,980,8146)
Net amount 12,233,802,734 11,321,284,480
Loans and advances to staff measured at FVTPL 92,092,070 128,213,341

Less: Fair Value Adjustment (15,100,235) (30,891,3006)
Net amount 76,991,835 97,322,035
Total 12,310,794,569 11,418,606,516

Note No. 4.7.1
Analysis of Loans and advacnes- By Product

. As at 32nd Ashad 2082 As at
Poitisvlont 31st Ashadh 2081
Product
Term Loans 12,063,237,736 11,012,585,655

Short term, term loan
Hire purchase loan
Personal Residential Loans

Staff loans 76,991,835 97,322,035
Others - -

Sub Total 12,140,229,571 11,109,907,690
Interest receivable 170,564,998 308,698,825

Grand Total

12,310,794,569

11,418,606,516

o 4 4

7%

I
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B, SANSTHA LIMITED
ear ended 32nd Ashad 2082

Note No. 4.7.2
Analysis of Loans and advacnes- By Collateral
Puiticiliis As at 32nd Ashad 2082 As at
31st Ashadh 2081
Secured

Immovable assets

Government Guarantee

Collateral of Government securities
Collateral of fixed deposit receipt
Group Guarantee

Personal Guarantee

Other collateral

Subtotal

Unsecured

3,605,063,272

9,670,415,400

13,275,478,672

3,372,067,026

8,859,698,915

12,231,765,941

Grand Total

13,275,478,672

12,231,765,941

Note No. 4.7.3
Allowances for Impairment

Particulars

As at 32nd Ashad 2082

As at
31st Ashadh 2081

Specific allowance for impairment

Balance at Shrawan 1

Impairment loss for the year
Recoveries/reversal during the year
Write-offs

Exchange rate variance on foreign currency
Other Movement

Balance at Asadh end

Collective allowances for impairment
Balance at Shrawan 1

Impairment loss for the year
Recoveries/reversal during the year
Write-offs

Exchange rate variance on foreign currency
Other Movement

Balance at Asadh end

153,199,470
(90,204,287)

62,995,183

1,065,980,816
83,264,936

1,149,245,752

137,906,074

15,293,397

153,199,470

1,446,368,018
(380,387,202)

1,065,980,816

1,212,240,935

1,219,180,286

Total Allowance for impairment

il



GRAMEEN BIKAS LAGH

. SANSTHA LIMITED
Notes to the Financial Siatements

: year ended 32nd Ashad 2082

Note No. 4.8
Investment securities
Investments made by Microfinance in financial instruments has been presented under this account head in three categories i.e.
investment securities designated at fair value thiough profit ar loss, investment securities measured at amortized cosi and
investment in equity measured at fair value through olher comprehensive income which is as lollows:

As at 32nd Ashad 2082 As at

Particulars 31st Ashadh 2081

Investment securities measured at amortised cost = =
Investment Securities measured at FVTPL - =
Investment Securities measured at FVTOCI 2,025,000 2,025,000

Total 2,025,000 2,025,000

Note No. 4.8.1
Investment securities measured at amortized cost

. As at 32nd Ashad 2082 As af
Particulars
31st Ashadh 2081

Debt securities & e
Government bonds - “
Government treasury bills - =
Nepal Rastra Bank bonds - %
Nepal Rastra Bank deposits instruments - -
Other - i
Less: specific allowances for impairment v w -
Total . ~

Note No. 4.8.2
Investment in equity measured at fair value through other comprehensive income
As at 32nd Ashad 2082 As at

Particulars 31st Ashadh 2081

Equity intrument -
Quoted equity instrument - -
Unquoted equity instrument 2,025,000 2,025,000

Less: specific allowances for impairment - B .
Total 2,025,000 2,025,000
Note No. 4.9

Advance tax deposited by the bank less tax liabilities are presented under this head. Liabilities recognized for the purpose
of current income tax, including fees, penalties are presented under this head.
As al 32nd Ashad 2082 As at

Particulars 31st Ashadh 2081

Current tax assets

Current year income tax assets 250,891,233 154,655,706
Tax assets of prior periods - -
Total 250,891,233 154,655,706

Current tax Liabilities

Current year income tax liabilities = 4
Tax Liabilities of prior periods . 5
Total = =

Total o 250,891,233 154,655,706

e 47




GRAMEEN BIKAS LAG
Notes to the Financial State

Note No 4.8.3

SANSTHA LIMITED

ended 32nd Ashad 2082

Infromation relating to investment in equities

Particulars

As at 32nd Ashad 2082

As at 31st Ashadh 2081

As at 31st Ashadh 2080

Cost Fair value Cost Fair value Cost Fair value
Investment in Unquoted Equity ML
Nepal Finsoft company Ltd 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000
20,000 shares of Rs. 100 each
Grameen Network Nepal 15,000 15,000 15,000 15,000 15,000 15,000
150 shares of Rs. 100 each
Centre for Microfinance Company Pvt. Ltd. 10,000 10,000 10,000 10,000 10,000 10,000
100 shares of Rs. 100 each
Total 2,025,000 2,025,000 2,025,000 2,025,000 2,025,000 2,025,000




GRAMEEN BIKAS LAE
Notes to the Financial Statdf

IYA SANSTHA LIMITED
ear ended 32nd Ashad 2082

Note No 4.10
Investment Properties
Land or land and building other than those classified as property and equipment; and non- current

assets held for sale under relevant accounting standard has been presented under this account head.
This shall include land, land and building acquired as non-banking assets by the bank but not sold.

The MFI has no investment properties.
Particulars As at 32nd Ashad As at
2082 31st Ashadh 2081

Investment Properties measured at fair value

Balance as on Shrawan 1 2 .
Addition/Disposal during the year - -
Net changes in fair value during the year 2 -
Adjustment /Transfer = -
Net Amount

Investment Properties measured at cost

Balance as on Shrawan 1 . ]
Addition/Disposal during the year

Adijustment /Transfer . -
Accumulated depreciation

Accumulated impairment loss = =
Net Amount

Total .
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AT A
GRAMEEN BIKAS LAG" B _,{-?‘

Notes to the Financial Slgg _-:’I

T\
Note No. 4.13 ® “a,._:
Deferred Tax . &

Deferred tax is calculated on temporary differences betw

assets/liabilities using the statutory tax rate of 30%. Details as follows:

B{TTIYA SANSTHA LIMITED
0\ "-- year ended 32nd Ashad 2082

(Figures in NPR)

en the book values of financial assets/liabilities and tax bases of

Particulars

As at

32nd Ashad 2082

Deferred Tax

Deferred Tax

Net Deferred Tax

Assets Liabilities | Assets/ (Linbilities)
Deferred tax on temporary differences on following items
Investment properties (NBA) =
Interest Receivable - =
Employees' Defined Benefit Plan 332,017,637 332,017,637
Provisions { Bank deposit and advance) 164,540,101 164,540,101
Property and Equipment 12,302,651 (12,302,651)
Intangible Assets -
Lease Liabilities 13;391, 715 13,391,715
Other temporary differences -
Deferred tax on temporary differences 497,646,802
Deferred tax on carry forward of unused tax losses 52,551,611 52,551,611
Net Deferred tax asset/(liabilities) as on 32nd Ashad 2082 550,198,413
Deferred tax asset/(liabilities) as on Shrawan 1, 2081 559,346,907
Deferred Tax income/(expense) during the year (9,148,494)
Deferred tax income/(expense) recognised in profit or loss 16,541,030
Deferred tax income/(expense) recognised in other comprehensive (19,689,524)

Deferred tax income/(expense) recognised in directly in equity

Particulars

As at 31nd Ashadh 2081

Deferred Tax

Deferred Tax

Net Deferred Tax

Assets Liabilities | Assets/ (Liabilities)
Deferred tax on temporary differences on following items
Interest Receivable - -
Employees' Defined Benefit Plan 374,403,957 374,403,957
Loan Loss Provision 182,277,597 182,277,597
Property and Equipment 13,534,042 (13,534,042)
Intangible Assets =
Lease Liabilities 16,199,395 16,199,395

Other temporary dlfferences

Deferred tax on temporary differences

559,346,907

Deferred tax on carry forward of unused tax losses

Net Deferred tax asset/(liabilities) as on 31nd Ashadh 2080
Deferred tax asset/(liabilities) as on Shrawan 1, 2079
Deferred Tax income/(expense) during the year

Deferred tax income/(expense) recognised in profit or loss

Deferred tax income/(expense) recognised in other comprehensive income

Deferred tax |ncome/[expense ) recognised in directly in equity

559,346,907
771,153,207

(211,806,300)

(178,579,021)

(33,227,279)

b %

y
"8




As ot 31nd Ashadh 2080

Particulars

Deferred Tax

Deferred Tax

Net Deferred Tax

Assets Liabilities | Assets/ (Liabilities)
Deferred tax on temporary differences on following items
Interest Receivable - - -
Employees' Defined Benefit Plan 481,164,575 481,164,575
Loan Loss Provision 285,996,321 285,996,321
Property and Equipment 10,526,526 (10,526,525)
Intangible Assets - - -
Lease Liabilities 14,518,836 14,518,836
Other temporary differences < - -
Deferred tax on temporary differences 781,679,732 | 10,526,526 771,153,207
Deferred tax on carry forward of unused tax losses - -
Net Deferred tax asset/(liabilities) as on 31st Ashadh 2079 771,153,207
Deferred tax asset/(liabilities) as on Shrawan 1, 2078 678,296,544
Deferred Tax income/(expense) during the year 92,856,663
Deferred tax expense/(income) recognised in profit or loss 161,856,857
Deferred tax expense/(income) recognised in other comprehensive income (69,000,194)

Deferred tax expense/(income) recognised in directly in equity |




GRAMEEN BIKAS 1f#5
Notes to the Financial 5t

Note No. 4.14
Other Assets

Other Asset include accounts receivable, interest receivable,

employee benefits and stationery stock details presented as follows:

SANSTHA LIMITED

ended 32nd Ashad 2082
{Figures in NPR)

accrued income, prepayments, deposit, deferred

Parliculars

As at 32nd Ashad 2082

As at
31s) Ashadh 2081

Assets held for sale
Other non banking assels
Bills receivable

Accounts receivable 54,105,947 120,169,881
Accrued Income - -
Prepayments and deposits 2,698,737 5,524,353
Staff Advances 168,037 168,037
Income tax deposit - -
Deferred Employee Expenditure 15,100,235 30,891,306
Other Miscellaneous Assets 113,248,598 106,682,233
Total 185,321,575 263,435,810
Note:4.15
Due to Bank and Financial Institutions
Deposits from other BFls is shown under this head. Details as follows:

As af
Particulars As at 32nd Ashod 2082 315t Ashadh 2081
Borrowing from BFls 7,247 481,441 6,120,043,594

Settlement and clearing accounts
Other

Total

7,247,481 441

6,120,043,594

Note:4.16
Due 1o Nepal Rastra Bank

Particulars

As al 32nd Ashad 2082

As ot
3151 Ashadh 2081

Refinance from NRB

Standing liquidity facility

Lender of last resort facilty from NRB
Securities sold under repurchase
agreement

Other payable to NRB

Total

Note:4.17
Derivative financial insiruments

Particulars

As at 32nd Ashad 2082

As at
3151 Ashadh 2081

Held for trading

Interest rate swap
Currency swap

Forward exchange contract
Others

Held for risk management
Interest rate swap
Currency swap

Forward exchange contract
Others

Total

%

b 7%

—

5 4%



GRAMEEN BIKAS
Notes to the Financial Statdr

Note:4.18
Deposits from Cust

All deposits account other than deposit from bank ‘bq%hmﬂﬁa

presented under this head. Details are presented as followsr™

AANSTHA LIMITED
ded 32nd Ashad 2082

stitutions (local and foreign bank and NRB) is

Particulars

As at 32nd Ashad 2082

As at
315t Ashadh 2081

Institutional Customers:
Term deposits

Call Deposits

Other

Sub total:

Individual Customers:
Term deposits

Saving Deposits

3,546,409,212

Savings from Members 3,560,713,376

Other - .
Sub total: 3,560,713,376 3,546,409,212
Total 3,560,713,376 3,546,409,212
Note:4.19

Borrowing

The Microfinance does not have any borrowings as on reporting date.

Particulars

As at 32nd Ashad 2082

As at
315t Ashadh 2081

Domestic Borrowing:

Nepal Government

Other licensed institution

Other

Sub total

Foreign Borrowing:

Foreign Bank and Financial Institutions
Multiloteral Development Bank

Other institutions

Sub total

89,026,800

89,826,800

129,653,600

129,653,600

Total

89,826,800

129,653,600

Note:4.20
Provisions

Particulars

As at 32nd Ashad 2082

As at
3151 Ashadh 2081

Provisions for redundancy

Provision for restructuring

Pending legal issues and 1ax litigation
Onerous contract

Other Provisions

Total

Note:4.20.1
Movement in provision

Particulars

As at 32nd Ashad 2082

As at
315t Ashadh 2081

Balance at shrawan 151

Provisions made during the year
Provisions used during the year
Provisions reversed during the year
Unwind of discount

Balance at Ashadh End

w
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Note:4.21 )
Oll_-ler liabilities

[

™

Particulars

As at
31st Ashadh 2081

Liability for employees defined benefit

obligations 380,596,914 615,781,402
Liability for long-service leave 88,657,084 89,214,342
Short-term employee benefis 4 »
Bills Payable - -
Creditors and Accruals 72,400,974 71,483,912
Interest payable on deposit 5,892 5,892
Interest payable on borrowing 56,218,684 57,762,213
Liabilities on deferred grant income 378,832 378,832
Unpaid Dividend 418,474 423,605
Lease Liabilities 44,639,051 53,997,983
Employee bonus payable 3,180,369 15,988,067
Other 28,028,997 23,583,314
Tolal 674,525,272 928,619,583
Note:4.21.1
Defined benefit obligation

As at
Particulars A% b 320 Wit 2084 31t Ashadh 2081
Present value of funded obligations 863,593,087 979,820,258
Present value of non-funded obligations 154,475,286 178,978,569
Total present value of obligations 1,018,068,373 1,158,798,827
Fair value of plan assets 638,426,018 543,017,425
Present value of net obligations 379,642,355 615,781,402
Recognised liability for defined benefit '
obligation 379,642,355 615,781,402
Note:4.21.2
Plan Assets

As at
Particulars Atat e Ashod 2082 315t Ashadh 2081

Equity securities
Government bonds
Bank deposits

Other 638,426,018 543,017,425
Total 638,426,018 543,017,425
Note:4.21.3

Movement in the present value of defined benefit obligations

Particulars

As at 32nd Ashad 2082

As at
315t Ashadh 2081

Defined benefit obligation at 1* Shrawan

1,158,798,827

1,505,378,881

Actuarial losses/(gain) (99,918,583) (110,459,095)
Benefit paid by the plan (209,450,838) (435,931,941)
Current service cost 57,288,309 84,044,145
Interest cost 111,350,658 115,766,857
Defined benefit ol ligalion at Ashadh end 1,018,068,373 1,158,798,827
Note:4.21.4
Movement in the fair value of plan
assets

' As at
Particulars Ay al 3% Astioit 2 315t Ashadh 2081
Fair value of plan assets at 1* Shrawan 543,017,425 581,779,163
Contributions paid inlo the plan 250,000,000 304,000,000
Benefit paid during the year (178,196,489) (386,310,144
Actuarial (losses) gains (34,286,83¢4) 298,500
Expected return on plan assets 57,691,918 43,249,926
Fair value of plan asselfs at Ashadh end 638,426,018 543,017,425

(<
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GRAMEEN BIKAS L.
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SANSTHA LIMITED
ended 32nd Ashad 2082

Note:4.21.5 Y/ o
Amount recognised in profil or loss

- - o

As al

Particulars Ao i 315t Ashadh 2081
Current service cost 70,472,497 100,280,105
Interest on obligation 119,852,233 123,557,332
Expected return on plan assets (57,891,918) [43,249,926)
Actuarial loss/{gain) 22,890,104 15,428,288
Total 155,322,916 196,015,799
Note:4.21.6

Amount recognised in other comprehensive income

Particulars

As at 32nd Ashad 2082

As at
31st Ashadh 2081

(65,631,747

(110,757,595)

Acturial (gain) /loss
Total

(65,631,747)

(110,757,595)

Note:4.21.7

Actuarial assumptions

As at 32nd Ashad 2082

As at

Particulars 3151 Ashadh 2081
Discount rate 10% 8%
Expected return on plan assets
Future salary increase 8% B%
Withdrawal rate 0.50% 0.50%
Total 18.5% 16.5%
Note:4.21.8
Long-service leave

As at
Particulars Aot A Baliont 9002 31t Ashadh 2081
Present value of funded obligations - -
Present value of non-funded obligations 88,657,084 89,214,362
Total present value of obligations 88,657,084 89,214,362
Fair valve of plan assets - -
Present value of net obligations 88,657,084 89,214,362
Recognised liability for long-service
leave 88,657,084 89,214,362

Note:4.21.9

Movement in the present value of long-service leave

As at 32nd Ashad 2082

As at

Particulars 3151 Ashadh 2081

Other long-term obligation at 1*' Shrawan 89,214,362 98,503,036
Actuarial losses/(gain) 22,690,104 15,428,288
Benefit paid by the plan (45,133,145) (48,743,397}
Current service cost 13,184,188 16,235,960
Interest cost 8,501,575 7,790,475
Other long-term obligation at Ashadh enc 88,657,084 89,214,362

Note:4.22
Debt securities issved

Particulars

As at 32nd Ashod 2082

As at
315t Ashadh 2081

Debt securities issved designated at fair
value through profit or loss
Debt securities issued at amortised cos!

Total

Note:4.23
Subordinated liabilities

Particulars

As at 32nd Ashad 2082

As ot
3151 Ashadh 2081

Redeemable preference shares
Irredemable cummulative preference
shares(liabilities component)

Other
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Notes to the Financial

ﬁ SANSTHA LIMITED
ended 32nd Ashad 2082

Note:4.24
Share capital {Figures in NPR)

As al
Particulars A4y 32nt Anir 2962 315t Ashadh 2081
Crdinary shares 982,500,000 982,500,000
Convetible preference share{Equity component) - -
Irredemable preference share(Equity component) - -
Perpetual debt|{Equity component only) i .
Total 982,500,000 982,500,000
Note:4.24.1
Ordinary shares

As at

Pariculars

As ot 32nd Ashad 2082

315t Ashadh 2081

Authorized capital:

15,000,000 ordinary share of Rs.100 each 1,500,000,000 1,500,000,000 .
Issued capital:
9,825,000 ordinary share of Rs. 100 each 982,500,000 982,500,000
Subscribed and paid of capital:
9,825,000 ordinary share of Rs.100 each 982,500,000 982,500,000
Total 982,500,000 982,500,000
Note:4.24.2
Ordinary share ownership
As at 32nd Ashadh 2082 As at 31st Ashadh 2081
Particulars Percent Amount Percent Amount
Domestic ownership{promoter) 69.91% 686,865,750 69.91% 686,846,101
Nepal Government 307% 296,420,250 30.17% 296,370,512
"A" class licensed institutions 17.94% 176,260,500 17.94% 176,272,963
Other licensed institutions 10.40% 102,180,000 10.40% 102,149,700
Other institutions 1.83% 17,979,750 1.83% 17,997,100
Cther .57% 94,025,250 9.57% 94,055,826
Domestic ownership{public) 30.09% 295,634,250 30.09% 295,653,899
Nepal Government
"A" class licensed institutian 0.10% 982,500 0.10% 1,000,000
Other licensed institutions
Other institutions 2.92% 28,689,000 2.92% 28,728,580 .
Other 27.07% 265,962,750 27.07% 265,925,319
Foreign ownership Promoter
Foreign ownership public = -
Total 100.00% 982,500,000 100.00% 982,500,000
Note:4.24.3
List of shareholders holding shares on and above 0.5%
S.No. Name of Shareholders Share Helds % of Holdings
1 Mepal Government 2963705.0 30.17%
2 Nepal Bank Lid 677551 6.90%
3 Rastriya Banijuyoa Bank Ltd 500476 5.09%
4 Habil Bank Lid 225668 2.30%
6 Himalayan Bank Ltd 143994 1.47%
7 Mepal S8l Bank Lid 139215 1.42%
8 Mepal Investment Mega Bank Lid 72898 0.74%
9 Peoples Investment Com. Lid 1005012 10.23% \
10 Shova Mishra 64705 0.68%
Tolal 5795224.0 58.99%
Note:4.25
Reserves )
Following reserves are maintained by the Microfinance. R
As at
Pariculars AR akTRae Aehud 2PRR 31st Ashadh 2081 ﬁ’q/ (J
Statutory General Reserve 403,868,943 389,675,336 (
Caopital reserve 107,000,000 107,000,000
Exchange equalization reserve -
Investment adjustment reserve 25,000 25,000 /
Corporate social responsibility reserve 5,664,955 5,059,104
Client Protection Fund 176,318,413 181,509,575 ,
Capital redemption reserve - - =l = (\
Assets revaluation reserve - ;
Regulatory reserve 789,592,776 851,327,038 s
Actuarial Reserve 239,631,629 193,689,406 i I ]
Dividend equalization reserve - - i 07 4%
Staff Training Fund 14,604,429 24,033,675 ! SThF
o u\.--u-..g. [ ] 2q ASOA RS 17 5§07 O5H // ;/
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ol A SANSTHA LIMITED

Gor ended 32nd Ashad 2082

Note No. 4.26
Contingent Liabilities and Commitment
Baileotais As at 32nd As at

Ashad 2082 31st Ashadh 2081
Contingent Liabilities 6,764,478 6,764,478
Undrawn and undisbursed facilities - .
Capital commitment - -
Lease commitment - -
Litigation - &
others - -
Total 6,764,478 6,764,478

Note:The Inland Revenue Office, Bhairahawa, through a tax assessment order for the fiscal years
2062/63 and 2063 /64, ordered the former Paschimanchal Grameen Bikas Bank Ltd., Butwal, to deposit
tax liabilities of Rs. 28,10,068.00 and Rs. 39,54,410.00 respectively in total Rs, 6764478,

Against this order, a case was registered at the Revenue Tribunal, Pokhara, via a letter dated

2067 /03/21. The Revenue Tribunal, Pokhara, ruled in favor of the institution on 2068/05/24. However,
information has been received that the Inland Revenuve Office has filed an appeal at the Supreme Court.
Therefore, the potential liability that may arise from this case has continued to be shown as a Contingent
Liability this year as well.

Note No. 4.26.1
Capital commitments

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

As at 32nd As at

Particulars Ashad 2082 315t Ashadh 2081

Capital commitments in relation to Property and Equipment

Approved and contracted for -

Approved but not contracted for Z

Sub Total -

Capital commitments in relation to Intangible assets

Approved and contracted for -

Approved but not contracted for -

Sub Total -

Total . .

Note No. 4.26.2
Lease Commitments

Particul As at 32nd As at
i Ashad 2082 31st Ashadh 2081

Not later than 1 year - -
Later than 1 year but not later than 5 years - -
Later than 5 years - .

Grand Total & .

Note No. 4.26.3

Litigation

Litigation by the Microfinance against Inland Revenue Department's amended income tax assessment is
under process in Revenue Tribunal. The management of the Microfinance believes that the Tribunal will

decide in its favour on the claims made by the D partment . ! Q

O
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GRAMEEN BIKAS LAGHDAFTTAG ) P
ended 32nd Ashad 2082

Notes to the Financial State

Note: 4.27
Interest income (Figures in NPR)
Interest income include interest income on loan and advance, investment securities except on those investment securities

measure at fair value through profit or loss, cash and cash equivalent, due from BFls, loan and advances to staff etc.

Details presented as follows:

Particulars For the year ended For the year ended
32nd Ashad 2082 31st Ashadh 2081

Cash and cash equivalents 9,829,033 19,727 111

Due from Nepal Rastra Bank

Placement with Banks and Financial Institutions

Loans and Advances to Financial Institutions

Loans and advances to customers 1,676,978,132 1,843,961,237

Investment securities

Loans and advances to staff 18,354,695 19,661,316

Other - 1

Total Interest Income 1,705,161,860 1,883,349,665

Note: 4.28

Interest expense
Interest expenses include interest accrued on depasits collected and debt securities issued, and unwinding of lease
liabilities. Details presented as follows:

Pariciolars For the year ended For the year ended

32nd Ashad 2082 31st Ashadh 2081
Due to Bank and Financial Institutions - -
Due to Nepal Rastra Bank - -
Deposits from customers 263,077,172 268,092,445
Borrowing 561,206,021 632,623,694
Debt securities issued - -
Subordinated liabilities = i
Other 6,118,705 7,639,704
Total Interest Expenses 830,401,899 908,355,844
Note: 4.29

Fees and Commission Income

Fees and commission income include management fee, service charges, syndication fee, forex transaction commission etc.

Details presented as follows:

Particulars For the year ended For the year ended
32nd Ashad 2082 31st Ashadh 2081
Loan Administration fees - -
Service fees 67,091,045 50,227,775
Commitment fees - -
Card Issuance fees - 4
pepayment and swap fees = @
Remittance fees - -
Brokerage fees - -
Other Fees and Commission Income 28,770,414 6,580,694
Total Fees and Commission Income 95,861,459 56,808,469




£ (ki
Note: 4.30 \‘g o)
Fees and Commission Expense S ks
Fees and commission expense include ATM m : fees, card related fees, remittance fees &
commissions/TT/swift charges etc.
Details presented as follows:

Particulars For the year ended For the year ended

32nd Ashad 2082 31st Ashadh 2081
Brokerage " - -
ATM management fees = - z
VISA/Master card fees - -
Guarantee commission 3 -
Brokerage - -
DD/TT/Swift fees - -
Remittance fees and commission - 29,551
Other Fees and Commission Expense 2,832,505 6,783,996
Total Fees and Commission Expenses 2,832,505 6,813,547
Note: 4.31
Net trading income

For the year ended For the year ended

Parti
oyl 32nd Ashad 2082 31st Ashadh 2081

Changes in fair valve of trading assets ’ :
Gain/loss on disposal of trading assets . .
Interest income on trading assets - -
Dividend income on trading assets - 1
Gain/Loss Foreign Exchange Transaction 5

Other - -
Total Net Trading Income - -

Note: 4.32
Other operating income

For the year ended For the year ended
32nd Ashad 2082 31st Ashadh 2081

Foreign Exchange Revaulation Gain s i
Gain/loss on sale of investment Securities 2 3

Fair value gain/loss on investment properties - -

Dividend on equity instruments ” .

Gain/loss on sale of property and equipment 2,330,618 125,499

Gain/loss on sale of investment property 5 .

Operating lease income . g

Gain on Bargain Purchase g .

Gain/Loss on sale of gold and silver . .

Other 1,032,318 95,975

Total 3,362,936 221,474 "

Particulars

Note: 4,33
Impairment charge/(reversal) for loan and other losses
Detail presented as follows:

For the year ended For the year ended
32nd Ashad 2082 31st Ashadh 2081

Impairment charge/(reversal) on loan and advances to B/Fls - -

Particulars

Impairment charge/(reversal) on loan and advances to customer (6,939,351) (365,093,806)

Impairment charge/(reversal) on financial investment - (19,711,204)

Impairment charge/(reversal) on sundry debtors 64,146,958.36 -

Impairment charge /(reversal) on property and equipment - - ,\.

Impairment charge/(reversal) on investment properties y F
Total 57,207,607 (384,805,010)

N O A Y 4 | N N2t /o~ Loi\ Y/

Impairment charge/(reversal) on goodwill and intangible assets - - Q_r‘\,_(




Note: 4.34
Personnel Expense

ed under this head. Details presented as follows:

All expenses related to employees of the Microfianan

For the year ended

For the year ended

Particulors 32nd Ashad 2082 315t Ashadh 2081
Salary 366,866,900 389,839,432
Allowances 73,886,654 78,730,939
Gratuity expenses 43,029,520 67,935,532
Provident fund 28,175,574 32,931,474
Social Security Fund - s
Uniform 5,240,000 7,286,000
Training & Development Expense 16,700,000 14,565,234
Leave encashment 50,333,081 47,772,861
Medical 23,482,878 27,314,870
Employee Insurance 7,433,076 10,016,443
Employees Incentive - -
Cash-settled share-based payments s »
Pension Expense - -
Voluntary Resignation scheme - -
Finance expenses under NFRS 74,520,363 92,101,452
Other Expenses Related to Staff 3,207,856 1,659,952
Sub-Total 692,875,901 770,154,189
Employees Bonus 3,180,369 15,988,067
Total 696,056,270 786,142,256
Note: 4.35

Other operatling expense

Operating expense other than those relating to personnel expense are recognized are presented in this head.

Details presented as follows:

For the year ended

For the year ended

factisulony 32nd Ashad 2082 31st Ashadh 2081
Directors' fee 474,500 341,500
Directors' expense 793,249 646,744
Auditors' remuneration 847,500 650,535
Other audit related expense 2,742,500 2,494,696
Professional and legal expense 1,816,972 780,362
Office administration expense 99,542,839 105,024,432
Lease expense on short-term lease -

Operating expense of investment properties -

Corporate Social Responsibility Expense -

Client Protection expense -

Onerous lease provision -

Other Miscellaneous Operating Expenses 13,810,368 14,102,372
Total 120,027,929 124,040,641
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Note No 4.35.1 Office Administation Expenses (g

®7 ® Jror the year ended
32nd Ashad 2082

For the year ended

Particulars : 31st Ashadh 2081
Light Electicity and Water Expenses 2,521,598 2,495,313
Repair and maintenance
(a) Building -
(b) Vehicles 826,224 1,662,816
(c) Computer and accessories =
(d) Office Equipment and furniture 1,038,522 1,186,660
(e) Other 154,374 61,436
Insurance 46,944,264 27,650,785
Postage, telex, telephone, fax - 3,225,638
Printing and stationery 5,896,521 5,241,241
News paper, books and journals 23,390 27,650
Advertisement 678,495 307,247
Donation - -
Security expense - -
Deposit and loan guarantee premivm - =
Travelling Allowance and expenses 26,672,539 28,619,997
Entertainment 250 -
Annual/special general meeting expense 577,680 626,019
Other
(a) Linens and Curtains 31,500 190,616
(b) Registration and Renewal 1,460,973 27,688,351
(c) Committee Meeting Fees and Expenses 7,652,222 755,221
(d) Guest and Hospitality 5,064,288 5,285,443
Total 99,542,839 105,024,432

Note No 4.35.2 Other Miscellaneous Operating Expenses

Parliculars

For the year ended
32nd Ashad 2082

For the year ended
31st Ashadh 2081

Technical Fee

Fuel 1,421,730 1,708,634
Writeoff expense - 3,145,558
Software AMC 4,263,961 4,399,370
Miscellaneous 8,124,677 4,848,811
Total 13,810,368 14,102,372
Note: 4.36

Depreciation & Amortisation

Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life. Amortization is the

systematic allocation of the depreciable amount of an intangible asset over its useful life. Depreciation and

amortization include depreciation on plant and equipment & amortization of intangible assets.

Details presented as follows:

Particulars

For the year ended
32nd Ashad 2082

For the year ended
31st Ashadh 2081

Depreciation on Property and Equipment 6,738,294 5,175,205
Depreciation on Right of use assets 30,526,307 31,441,875
Amortisation of intangible assets 820,352 817,281
Total 38,084,953 37,434,361
Note: 4.37

Non operating income

For the year ended

For the year ended

i 32nd Ashad 2082  31st Ashadh 2081

Recovery of loan written off 104,913 128,980

Other Income

Discount on Lease Rentals 547,001 764,087

Total i " N 651,914 893,067
ALK\~ oA I OA] — V71 {\am. A2
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Note: 4.38 g /4
Non Operating Expense * R\

The incomes that have no direct relationship with the

ctions are presented under this head.

Particulars

For the year ended
32nd Ashad 2082

For the year ended
31st Ashadh 2081

Loan Written OFff
Redundancy provision
Expenses of restructuring
Other expense

Total

Note: 4.39
Income tax expense

Particulars

For the year ended
32nd Ashad 2082

For the year ended
31st Ashadh 2081

Current tax expense
Current year

Adijustment for prior years
Deferred tax expense

Origination and reversal of temporary differences (10,541,030) 178,579,021
Changes in tax rate

Recognition of previously unrecognised tax losses

Total income tax expense (10,541,030) 178,579,021

4.39.1

Reconciliation of fax expense as per taxable profit and accounting profit

For the year ended

For the year ended

Buticulers 32nd Ashad 2082 31st Ashadh 2081
Profit before tax 60,427,006 463,291,087
Tax amount at tax rate of 30% 18,128,102 138,987,311
Add: Tax effect of expenses that are not deductible for tax purpose 61,644,859 (138,987,311)
Less: Tax effect on exempt income

Add/Less: Tax effect on other items (79,772,961)

Total income tax expense - -
Effective tax rate 0% 0%

£



5. Disclosure and Additional Information
5.1 Risk Management & Risk Management Famework

monitoring, subject to risk limits and other controls. This process o Gnagement is critical to the Financial Institution's continuing
profitability and each indviduals within the Financial Institution is accountable for the risk exposures relating to his or her
responsbilities. The microfinance is mainly exposed to;

1. Liquidity Risk

2. Interest Rate Risk

3. Credit Risk

4. Operational Risk
The Board of Directors has overall responsibility for the establishment and oversight of the microfinance's risk management
famework. Risk Management Committee is responsible for overall risk management of the microfinance which includes managing,
assesing, identifying, monitoring and reducing pertinent macro and micro-economics level business risks that could interfare with
microfinance's objectives and goals and whether the microfinance is in substantial compliance with its internal operating policies and
other applicable regulations and procedures, external, legal, regulatory or contractual requirements on a continuous basis. Further,
Risk management committee ensures integration of all major risks in capital assesment process. Risk management policies and systems
are reviewed annually to reflect changes in market conditions, products and services offered. The microfinance, through its training
and management standards and procedures, continuously updates and maintains a disciplined and constructive control environment,
in which all employess are assigned and made to understand their respective roles and responsibilities.
5.1.1 Liquidity Risk
Liquidity risk is the risk that the microfinance will encounter difficulties in meeting its financial commitments that are settled by
delivering cash or other financial assets. Hence the microfinance may be unabale to meet its payment obligations when they fall due
under both normal and stress circumstanes. To limit this risk , management has arranged diversified funding sources in addition to its
core deposit base, and adopted a policy of continuously managing assets with liquidity in mind and of mointoring future cash flows
and liquidity on a daily basis. The microfinance has developed internal control process and contingency plans for managing liquidity
risk. This incorporates an assessment of expected cash flows and the availability of high-grade collateral which could be used to
secure additional funding if required.
The microfinance maintains a portfolio of highly marketable and diverse assets assumed to be easily liquidated in the event of an
unforeseen interruption of expected cash flow. The microfinance also has committed lines of credit facilities that could be utilized to
meet liquidity needs. Further, the microfinance maintains a statutory deposit with in A Class financial institution equal to Approx
7.08% of the member deposit and as cash reserve ratio equal to Approx 0.65% of the member's deposit and lending from
different institutions which also mitigate the bar set by Nepal Rastra Bank. In accordance with the microfinance's policy, the liquidity
position is assessed and managed under a variety of scenarios, giving due consideration to stress factors relating to both the market
in general and specific to the financial institution. The most important of these is to maintain the required ration of liquid assets to
liabilities, fo meet the regulatory requirement. Liquid assets consist of cash, short-term bank deposits and liquid debt securities

available for immediate sale.
5.1.2 Interest Rate Risk
Interst rate risk is the potential that a change in overall rate 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:

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

b. When analyzing the differences 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 mimimize the interest rate risk, the microfinance has prepared quartely (October, December, March and
July mid ) details and submitted to the microfinance supervision Department of Nepal Rastra Bank within fifteen days after the end
of the quarter.

D
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5.1.3 Credit Risk
The risk of potential loss because of counterparty failures to me lons to pay the credit obtained from microfinance as per
agreed terms is known as credit risk. A loan application from which has been used by microfinance, includes all the relevant data
and information required for assessment of borrowers' background, business and experience, financial statement of borrower,
credibility, sector wise analysis etc.

5.1.4 Operational Risk

The risk that arries during day to day operations of the microfinance is called operating risk. In context of microfinance, small but
large munber of transactions has been done, decentralized working methods has been adopted, more focus has been given on area
expansion for geo-graphy versatility, priority has been given to cost reduction, due to lack of integrated information system,
expansion of program in rural areas with lack of infrastructure and lack of appropriote technology to provide service as per needs
of customer, there is always a possibility of operation risk in the program. The microfinance has arrange the necessary staff to carry
out various responsibilities for daily operation. All the employess have to carry out their post responsibilities in the working process
within the policy rules specified by the microfinance. But sometimes due to negligence of the stakeholders and personal interest
attatched with them, the microfinance is at risk when it goes beyond the policy rules. This type of risk is likely to reduce the
profitablity of microfinance and much more increse in reputational risk of microfinance. Since the operational risk is due to internal
factors, this risk can be reduced only if the internal control system is strengthened.

5.1.6 Fair Value of Financial Assets and Liabilities

Fair value is @ market based measurement, not an entity specific measurement. For some assets and liabilities, cbservable market
transactions or market information might be available. For other assets and liabilities, observable market transaction 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 assets 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 assets or liability either directly
or indirectly.

Level 3:-

Level 3 inputs are unobservable inputs for asset and liability.

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

Psticilais 2081-082 2080-081
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

Financial Instrument available for sales '
Quoted Equities
Unquoted Equities
Grameen Network Nepal
(150 shares of Rs. 100 each) 15,000 15,000
Centre for Microfinance Pvt Ltd
(100 ordinary shares @ NPR.100 Paid up) 10,000 10,000
Nepal Finsoft Company Ltd
(20,000 Ordinary Shares @ NPR.100 Paid up) 2,000,000 2,000,000
Quoted Mutual Funds

Total - - 2,025,000 - - 2,025,000

SR TN
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5.2 Capital Management
The Microfinance's capital management policies and practices suppory 5 R
severe macroeconomic downturns. The microfinance is a licenced instity
Nepal Rastra Bank. ’

(i) Qualitative disclosures
Nepal Rastra Bank has directed the microfinance to develop own internal policy, procedure and structure to manage all meterial risk inherent in business

for assessing capital adequacy in relation fo 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 as guided by Nepal Rastra Bank.
ii) Quantitative disclosures

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

Particulars Amount(NPR.)
Paid up Equity Share Capital 982,500,000
Irredeemable Non-cumulative preferance shares ' -
Shares Premium ' 68,270,092
Proposed Bonus Equity Shares ' -
Statutory General Reserves ' 403,868,943
Retained Earnings (269,628,533)

Unaudited current year cumulative profit -
Other Free Reserve Fund . -
Capital Reserves 107,000,000
Dividend Equc]izalién Reserves -

Capital Redemption Reserve Fund -

Bargain purchase gain recognized s
Less: Goodwill .
Less: Intrangible Assets -
Less: Deferred Tax Assets .
Less: Investment in equity of licenced financial Institutions -

Less: Investment in equity of institutions with financial interests - 4

Less: Investment in equity of institutions in excess of limits -

Less: Investments arising out of underwrritings commitments -
Less: Purchase of Land & Buildings in excess of limit & utilized (4,181,450)
Less: Reciprocal crossholidings -

Less: Others Deductions

Total Tier 1 Capital 1,287,829,052

» Tier 2 Capital and a breakdown of its components:
Particulars Amouni(NPR.)

Cumulative and /or Redeemable Preference Shares -
Subordinated Term Debt E
Hybrid Capital Instrument g

General Loan loss provision 231,785,655
Exchange Equalization Reserve £
Investment Adjustment Reserves 25,000

Assets Revaluation Reserves N

Special Reserve Fund 2

Total Tier 2 Capital 231,810,655
* Total Qualifying Capital
Pariculars Amouni(NPR.)
Core Capital (Tier 1) 1,287,829,052
Supplementary Capital (Tier 2) 231,810,655

Total Capital Fund 1,519,639,707




A. On- Balance Sheet ltems

Current Period

S.N Description Amouni(NPR.) RWA
1 |Cash Balance 20,889,973 -
2 |Gold (Tradable) 0 - .
3 |NRB Balance | 0 324,035 2
4 |Investment to Govt. Bond 0 -
5 |Investment to NRB Bond 0 . R
6 |Loan Againts Own FD 0 -
7 |Loan Againts Govt. bond 0 - -
8 |Accured Interest on Govt. Bond 0 - -
9 |Investment to Youth and Small Enterpreneure Self-employment Fund 0 - |
10 [Balance on domestic banks and financial institutions 20 637,929,806 127,585,961
11 |Loan againts other's and financial institution's FD 20 - -
12 |Foreign bank balance 20 - -
13 [Money at Call 20 138,140,977 27,628,195
14 |Loan against internationally rated bank guarantee 20 5 -
15 |Investment to internationally rated banks 20 - -
16 |Inter-bank Lending 20 - -
17 [Investment on shares/debentures /bonds 100 2,025,000 2,025,000
18 |Other Investments ' 100 - .
19 |Loans & Advances, bill purchase /discount 100 13,367,570,742 13,367,570,742
20 [Fixed assets ' 100 90,986,081 90,986,081
21 |Net interest receivables (Total IR-B-Interest Suspense) 100 170,564,998 170,564,998
22 |Net Non-Banking Assets 100 - -
23 |Others Assets (Except advance payment on tax) 100 185,321,575 185,321,575
24 |Real estate / residential housing loans exceeding the limits 100 - -
Total On-Balance-sheet ltems (A) 14,613,753,187 13,971,682,553
B. Off- Balance Sheet ltems
Current Period
S.N Description Weight (%) Amouni(NPR.) RWA
1[Bills Collection 0 - -
2|Forward foreign exchange contract 10 - -
3|L/C with maturity less than six months {Outstanding Value) 20 - -
4|Gurantee againts International rated bank's counter guarantee 20 - -
5|L/C with maturity more than six menths (Outstanding value) 50 - -
6|Bid Bond, performance bond ande underwriting 50 - -

7 |Loan sale with repurchase aggrement 50 - -

8|Advance payment guarantee 100 - -

9 |Financial and other guarantee 100 - -
10|lrrevocable Loan commitment 100 - -
11 |Possible liabilities for income tax 100 6,764,478 6,764,478
12|All type 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 Total Assets) 100 292,275,064 292,275,064

Total Off-Balance sheet ltems (B) 299,039,542 299,039,542

Total Risk Weighted Assets (A£B)

14,270,722,094

Microfinance has not complied with those requirements.

C. |Tolal Capital Fund (Tier 1 Capital + Tier 2 Capital) 1,519,639,707
D. |Minimum capital fund to be maintained based on Risk Weighted Assets
1 |[Minimum Capital Fund Required (8% of RWA) 1,141,657,768
2|Minimum Core Capital Required (4% of RWA) 570,828,884
3|Capital Fund Maintained (in %) 10.65%
4|Core Capital Maintained (in %) 9‘(:)2%
iii) Compliance with External Requirement |

The Microfinance has complied with externally imposed capital requirements to which it is subject and there are no such consequences where the
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Note no 5.3

through PL

Particulars

Amortized Cost

Fair Value through

ocl

Total

Financial Assets:

Cash and cash equivalents

Due from Nepal Rastra Bank

Loans and advances to B/Fls

Loans and advances to customers

Investment securities (Govt. &Development Bonds)

Investment securities (Equity) s
Other Financial assets

Total financial Assets -
Financial Liabilities:

Due to Bank and Financial Institutions

Due to Nepal Rastra Bank

Deposits from customers

Other Financial Liabilities

Debt securities issued

796,960,756

12,310,794,569

13,107,755,325
7,247,481,441

3,560,713,376

2,025,000

2,025,000

796,960,756

12,310,794,569

2,025,000

13,109,780,325

7,247,481,441

3,560,713,376

Total financial Liabilities

10,808,194,817

10,808,194,817

%KM@@/

y
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Note no 5.4 Operating segment Information
5.4.1.General information

cannot be allocated to a segment on a reasonable basis have been disclosed 8% "Unallowable

it} Operating segments that do not meet the quantitative threshold as defined in NFRS 8 have been aggregated under the Other Segments. Operating sepments not
meeting the quantitative threshold and still considered reportable by the management have been disclosed separately Aggregation is consistent with the core principle of
NFRS,

(b) Description of the types of products and services from which each reportable segment derives its revenues,
Each segment provides microfinance services such as Loans, Deposits, Micro-Insurance, and Remittance services to low-income families of Nepal, The above mentioned
are the main source of revenue for each operating segment.

5.4.2 Information about profit or loss, assets and liabilities

Operation & |Operation & Operation & |Operation &
Supervision Supervision St & Supervision  |Supervision
5.No. |Particulars Supervision Other Total
office office office office
Biratnagar Janakpur Ofhe M 1y palgunj Dhanagadhi
& ([ooenier et bl 404,205,214| 464,024,365 499,473,466| 344,283,925 179,733,201 1,891,720,171
Customers
b |intersegment Revenues 0 0 0 0 0 0
€ |Net Revenues 404,205,214| 464,024,365 499,473,466 344,283,925 179,733,201 1,891,720,171
d |Interest Revenue 392,413,550| 442,326,168| 479,095418| 329,233,841 171,172,596 1,814,241,573
e |Interest Expense 40,307,475 72,630,484 64,441,352 55,577,748 27,642,480 260,599,539
f |Met Interest Revenue 352,106,075| 369,695684| 414,654,066 273,656,093 143,530,116 1,553,642,034
g |Depreciation & Amortization 1,151,222 1,610,419 1,368,203 913,675 706,238 5,749,757
h  |Segment Profit/{Loss) 261,985,001 232,513,199| 297,181,136 205,360,220 97,769,267 1,094,808,823
: Entity's interest in the profit or loss of ) g g 4 4 5 3
associates accounted for using equity method
j _|Other Material Non-Cash Items:
Provision for Loan Loss -23,322,069| -13,137,311| -27,766,301 -20,994,097 -8,150,651 -93,410,429
k |impairment of Assets 0 0 0 0 0 0
| |Segment Assets 3,093,077,758( 3,300,080,308|2,651,602,186| 2,479,371,303 1,309,575,969 13,833,707,525
m |Segment Liabilities 1,220,985,151] 1,350,890,017|1,565,835,226| 1,164,041,577 603,484,008 5,905,235,979

5.4.3 Measurement of operating segment profit or loss, assets and liabilities
The microfinance has determined segments based on its five operation & supervision areas
Revenues from external customers comprise of gross interest revenue, gross fee and commission revenue, other operating incomes. i

5.4.4 Reconciliations of reportable segment revenues, profit or loss, assets and liabilities
(a) Revenue

Total revenues for reportable segment 1,891,720,171
Other revenues -87,333,916
Elimination of intersegment revenues 0
Entity’s revenues 1,804,386,255
(b) Profit or loss
Total profit or loss for reportable segments| 1,094,808,823
Other profit or loss -1,031,201,448
Elimination of intersegment profits 0
Unallocated amounts: -3,180,369
Profit before income tax 60,427,006
c) Assets
Total Assets for Reportable Segments 13,833,707,525
Other Assets -
Unallocated Amounts 353,794,136

Entity's Assets 14,187,501,661 e i

(d) Liabilities
Total Liabilities for Reportable Seg t 5,905,235,979

Other Liabilities 5,664,130,541
Unallocated Amounts 3,180,369
Entity's Liahilities 11,572,546,889
5.4.5 Information about geographical areas

Revenue from following geographical areas

{a) Domestic 1,804,386,255
Operah?n & Supervision 404,205,214
office Biratnagar

Operation & Supervision 464,024,365
office Janakpur

Opgration & Supervision 499,473,466
office Butwal

Ople!ataon & Supems:on 344,283,925
office Nepalgunj

Operation & Supelnrismln 179,733,201
office Dhanagadhi 4 i
Other -87,333,916
(b) Foreign ) 0

Total 1,804,386,255




5.5 Share options and share based paymen
The Microfinance does not extend any share o sed payments to any of its employee. Thus during
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
5.7.1. List of Directors and Key Managerial Personnel
The Microfinance has carried out transactions in the ordinary course of business on an arm's length basis with parties

S.N.|Name Relationship Date of Appointment
1|Bhart Raj Koirala Chairman of Board 2/4/2081
2|Suba Prasad Rijal Board Member 11/17/2081
3|{Nawaraj Dhakal Board Member 12/29/2081
4|Arjun Bahadur Kandel Board Member 1/25/2081
5|Manoj Kumar Khadka Board Member 5/5/2078
6|Rishi Ram Pandey Independent Board member 1/18/2082
7 |Shayam Kumar Katuwal Chief Executive Officer 1/14/2079
8|Dipak Prasad Pandey Deputy Chief Executive Officer 6/9/2079

5.7.2. Transactions with and Payments to Directors & Key Managerial Personnel
Board of Directors Allowances and Facilities

5.N.|Particulars No of Meetings Sitting Fees (NPR.)

1|Board Meeting 22 474,500
2|Audit Committee Meeting 16 137,600
3|Risk Management Committee 6 61,200
4|Anti-Money Laundering Committee 5 45,500
5|Staff Benefits and Facilities Committee 4 46,500
6|Merger Committee 11 74,200
7|Staff Recruitment 150 1,335,900

Total 2,175,400

Further, the following expenses are made for Board of Directors in the reporting period,

S.N |Particulars Amounts
1 |Communication & News Paper 114,000
2|Air & Bus Fare Expenses 491,240
3|Tiffin & Miscellaneous Expenses 188,009
Total 793,249

Chief Executive Officer's Emoluments and Facilities

S.N.|Particulars Amount (NPR.)
1|Short Term Employee Benefits 2,762,422
2|Retirement Benefits -
3|Social Security Fund Benefit -
4|Others -

Total 2,762,422

5.8 Merger and Acqusition
The Financial Institution has started merger proces with Samaj Laghubitia Bittiya Sanstha Ltd, (Mahottari) in the

reporting period. For the purpose of merger, a Memorandum of Understanding (MOU) was signed on 17/11,/2081
and submitted to the Department of Banking and Financial Institutions Regulation, Nepal Rastra Bank, and theoretical
approval was received from that department as per the letter dated 22/02/2082, and a special resolution
regarding merger was passed at the tenth annual general meeting of the organization. As per the proposal passed
in the general meeting, the merger process between the two organizations will be completed within the time limit _ 'JL .

specified by Nepal Rastra Bank after receiving final approval.

5.9 Additional Disclosers of non consolidated entities.
The Microfinance does not have any subsidiaries & associates. So, additional disclosure is not required.

5.10. Events after reporting date
No events requiring the adjustment as per NAS 10 "Events gecurring gfter R rtingPeriod" are observed after e
e AUg e ] e "Evepts qecurring gfter RefRrijgg Peri "y
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2082 (FY 2081-82)

YA SANSTHA LIMITED

dited Financial Statements

Rs. in '000
5 As per Audited As per Unaudited Ll
No. Particulars Fi““::' 3 Financial § " " % Reasans for Variance
1 [Total Capital and Liabilities (1.1 to 1.7) 14,187,502 14,269,367 81,865 1%
1.1 |Paid up Capital 982,500 982,500 - 0%
.1:2._ Reserves and Surplus 1,632,455 1,704,607 72,152 4% |Due to audit, NFRS ad| and Deferred Tax Adj
1.3 |Debenture and Bond . - % 0%
1.4 BOlr;ving! 7,337,308 7,337,308 0%
1.5 |Deposits (a+b) 3,560,713 3,560,713 0%
a. Members 3,560,713 3,560,713 - 0%
b. Public - - 0%
1.6 |Income Tax Liability < - - 0%
Due to chonge in bonus p after adj of additionol loan loss provision
1.7 |Cther liuhﬂ_‘rﬁ_es 674,525 484,238 9713 1% |by NRB ond ovditer. And also adjustment in service charge.
2  |Total Assets (2.1 to 2.7) 14,187,502 13,637,064 (550,438) -4%
2.1 |Cash and Bank Balance 659,144 659,144 0.13161 0% | Due 1o differences identified in bank reconciliation
2.2 |Money at Call cir_g Short Nofice 138,141 138,141 (0.46392) 0% | Due to differences identified in bank reconciliation
2.3 |Invesiments 2,025 2,025 - 0%
2.4 lou_n's_and Advances 12,310,795 12,562,399 251,605 2% | Due to changes in Loan loss provision due to NRB odjustment and ouditor adjustment,
2.5 |Fixed Assets $0,986 90,986 - 0%
2.6 |MNon-Banking Assets - - - 0%
2.7 |Other Assats 986,411 184,369 1802,042) -81%
3 |Profit and Loss Account 0%
Due to transferred of amount in service charge mistakely included in interest income
3.1 |lnterest Income 1,705,162 1,705,161 {0.6823) 0%/,
3.2 |Interest Expense 830,402 830,402 - 0%
A. Net Interest Income (3.1 -3.2) 874,760 874,759 (0.6823) 0%
3.3 |Fees, C and Discount 95,861 97,875 2,013 2% |Due service charge reversed os per NRB and auditor
3.4 |Other Operoting Income 3,363 3,363 - 0%
3.5 [Foreign Exchange Gain/Loss (Net) - - - %
|B. Total Operating Incame (A+3.3+34+3.5) 973,984 975,997 2,012 0% d
3.6 |Staff Expenses 692,876 692,878 0%
3.7 |Other Operating Expenses 160,945 | 140,943 0%
C. Operating Profit Before Provision (B - 3.6 - 3.7) 120,163 122,178 2,012 2%
3.8 IPn:wisIan for Possible Losses 1,525,794 1,274,189 0%
D. Operating Profit (C - 3.8) {1,405,631) {1,152,011) 2,012 0%
3.9 [Non-Operating Income /Ex 652 652 - 0%
10{Write Back of Provision for Possible Loss 1,468,586 1,468,586 - 0%
|E. Profit from Regular Activities (D + 3.9 + 3.10) 63,607 317,227 2,012 3%
3.1 1EExlmord!norf |ﬂ(0m/EJ_!‘EErlSE'i {Met] it - - 0%
F. Profit before Bonus and Taxes (E+ 3.11) 63,607 317,227 2,012 3%
) Due to change in bonus pravision after adjustment of additional loan loss pravision
3. 1A Provision for Staff Bonus 3,180 15861 12,681 399% | by NRB and ouditor. And also odj in service charge.
3,13 Provision for Tax [10,541) 158,245 168,786 | -1601% |Due to NFRS adju ond deterred tax income
G. Net Profit/Loss (F-3.12-3.13) 70,968 143,120 (179.455)] -253%
™,




