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'KMU & Associates

Chartered Accountants

INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF
AVIYAN LAGHUBITTA BITTIYA SANSTHA LIMITED

Report on the Audit of Financial Statements
Opinion

We have audited the Financial Statements of Aviyan Laghubitta Bittiya Sanstha Limited (“the
Microfinance™) which comprise the Statement of Financial Position as at Ashad 31, 2082
(corresponding to July 16, 2025) and the Statemenl of Profit or Loss, the Statement of Other
Comprehensive lncome, the Statement of Changes in Equity, the Statement of Cash Flows for the
year then ended and a summary of significant accounting policies and olher explanatory information
prepared in accordance with Nepal Financial Reporting Standards (MFRS).

In our apinion and to the best of our knowledge and according to the explanation given to us, the
accompanying Financial Statements present fairly in all material respects, the financial position of the
Microfinance as at Ashad 31, 2082 (corresponding to July 16, 2025) and its financial performance,
change in equity and its cash flows for the year then ended in accordance with the Nepal Financial
Reporting Standards (NFES).

Basis of Opinion

We conducted our audit in accordance with Mepal Standards on Auditing (NSAs). Our responsibilities
under those slandards are further described in the Avudifor's Responsibilities for the Audil of the
Financial Statements section of our report. We are independent of the Microfinance in accordance
with the ICAN's Handbook of Code of Ethics for Professionsl Accountants together with the ethical
requirements that are relevant to cur audit of the financial statement in Nepal, and we have fulfilled
our other ethical responsibilities in accordance with these requirements and the ICAN's Handbook of
Code of Ethics for Professional Accountants, We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to Mote 5.2 to the accompanying Financial Statements, which describes that, in
accordance with the NRE Unified Directives for Microfinance Institutions, the Microfinance is required
to mainfain a minimum Capital Adequacy Ratio (CAR) of 8 percent of risk-weighted assels on an
ongoing basis. As at 31% Ashadh 2082, the Microfinance's CAR stood at 6.01 percent, which was
below the prescribed regulatory requirement. However, the Core Capital Ratio remained in
compliance with the minimum threshald.

The note further describes that management has undertaken corrective actions subsequent to the
reporting date with the intention of strengthening the capital position and addressing the regulatory
shortfall. However, we have not obtained sufficient appropriate audit evidence to verify the outcome
and effectiveness of such subsequent measures

We also draw attention to MNote 5.4.1 of the Financial Statements, which describes that the
Microfinance has not disclosed segment information required under NFRS 8, asz management
considers it impracticable to reliably allocate certain common costs and expenses to reportable
segments, Management has further represented that, given the nature of its operation and the
manner in which internal financial information is maintained, the preparation of reliable segment-wise
information is not practicable. s

Our opinion is not modified in respact of these matters. B/ |

Baluwatar (Embassy Marg), Kathmandu-4, Nepal | Tel. No, . +377-01-5551916 | Email: info. kmuassociates@gmail.com | Web: www.kmu.com.np
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
the audit of the Financial Statements of current period and include the most significant assessed risk
of material misstaterment (whether or not due to fraud) identified, including those which had the
greales! effect on: the overall audil stralegy; the allocation of resources in the audit; and directing the
efforts of the engagement team. We have determined the matters described below to be the key audit
mattar, in arriving at our audit opinion above, together with our key audit procedures to address those
matlers and, as required for public interast entities, our results from those procedures. These matiers
were addressed, and our results are based on procedures undertaken, in the context of and solely for
the purpose of, our audit of the Financial Statements as a whole, and in forming our opinion thereon,
and consequently are incidental to that opinion, and we do not provide a separate opinion on these
mattars

S.N. | Key Audit Matters
1. | Information Technology

| Auditor’'s Response

The Microfinance's financial accounting and
reporting processes are highly dependent
on the automated controls embedded within
its infarmation Technology (IT) systams,
particularly in relation to loan processing,
interest income recognition, and financial

reporting

Given this reliance, there is a risk that
deficiencies in IT general contrals (ITGCs),

Our audit approach to obtain reliance on
Microfinance's |T systems included the
following:

+« Tested lhe design, implementation, and
oparation effectiveness of controls over
the provision, modification, and revocation
of user rights in the accounting and
raporting syslems.

lﬁdudiﬂg_- Lsal. BUNBeR management, | « Obtained and reviewed the change
segregation of duties and change management policies and lested a sample
management controls, could result in of changes to confirm that they were

inappropriate processing of transactions or
unauthorized changes to systems, thereby
increasing the risk of material misstatement
in the financial statements.

Accordingly, we identified IT syslems and
related controls as a key audil matter.

authorized, implemented, and recorded in
accordance with approved procedures,

« Tested a sample of automated controls
designed to enforce appropriate
segregation of duties within the system.

+ Performed substantive testing on sample
of system-generated outpuls, particularly
interest income on loans and advances
and interest expenses on deposits, by
recalculating amounts independently.

Impairment of Loans and Advances

The Microfinance recognizes impairment
losses on  loans and advances in
accordance with NFRS 9 “Financial
Instruments”, and the Expected Credit Loss
{ECL} Related Guidelines {First
Amendment), 2024 issued by NRB. Under
the ICAN carve-out for Banks and Financial
Institutions, the Microfinance applies the
higher of the impairment determined under
NRB Directives and that calculated under

Cur audit approach regarding wverification of
impairment of loans and advances included:

» Obtaining an understanding of the
Microfinance's |T systems and processes
for identifying loss events, moniloring
loans, and calculating ECL.

+ Evaluating controls over loan staging, dala
inputs, and calculation methodology.
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5.N.

Key Audit Matters

Auditor's Response

ECL.

The calculation of ECL is complex and
judgmental, involving significant estimation

uncertainty, particularly in the following
areas:
s Determining  whether loans  have

experienced a significant increase in
credit risk (SICR) and allocating them to
Stage 1, 2, or 3, including non-performing
loans.

+ Eslimalting Probability of Default (PD),
Loss Given Default (LGD), and Exposure
at Default (EAD), including assumptions
applied in statistical models.

s Grouping financial assets for collective
assessment of ECL.

» Selecting forward-looking information
including macroeconomic variables (e.q.,
real GDOP growth, inflation,
unamployment) and scenario
probabilities, which affect the ECL
calculations and any  post-model
adjustments.

* Using coupon rates as the effective
interest rate for amortized cost
calculations,

Due to the significance of these judgments
and assumptions, the estimation of
allowances for impairment on loans and
advances is considered a key audit matter,

s Tesling the operating effectiveness of key

controls, including classification of loans
into Stages 1-3, accuracy of non-
performing loan identification,
completeness and approval of inputs inlo
the ECL calculation, and controls over
management overlays and post-model
adjustments

Tesling the application of macroeconomic
assumptions and scenario probabilities
used in the ECL calculations.

Selecting a sample of loans and advances
to wverify the accuracy of staging, ECL
calculations, and compliance with NRB
Directives,

Asgsessing  the reasonableness  of
management's assumptions wused in
gstimating PD, LGD, and EAD, and

evaluating the post-model adjustments
applied.

Testing manual interventions applied by
management and the appropriateness of
adjustments to the ECL calculations.

Verifying that the ECL methodology,
assumptions, and calculations comply with
NREB Directives for microfinance and

NFRS 8.
Assassing the adequacy and
approprialeness of disclosures in the

financial statements regarding allowances
for impairment, significant judgments, and
eslimation uncertainties.

Interest Income Recognition

Interest income on loans and advances is
the primary source of revenue of the
Microfinance and is recognized in
accordance with the "Guidance MNote on
Interest Income Recognition 2025" issued
by Nepal Rastra Bank,

Interast income for Stage 1 and Stage 2 |

loans and advances is recognized on an
accrual basis, using the coupon or effective

| interest rale and for Stage 3 loans, it is

recognized on an actual cash basis, and

Our audit approach for interest
included the following:

 Obtaining an

income

understanding of the
Microfinance's IT systems and process for
accruing interest on loans and advances.

« Assessing the classification of loans and

advances into Stage 1, Stage 2 and Stage
3 and testing the accuracy of slaging on a
sample basis.

AT el [T e 7., wHid-, FueE

TEF afaaeT, 2ot soe2 | 39



S.N. | Key Audit Matters Auditor's Response |
hence interest on such loans and advances | » Testing the accuracy of interest income |

must be suspended. recognition for a sample basis by
recalculating interest income for Stage 1
The process involves manual intervention, and Stage 2 lpans and advances and

including staging of loans and advances verifying that interest income on Stage 3
and application of NRB guidelines, which loans and advances is recognized on cash
creates judgmental areas and potential risk basis and ensuring that interest suspense
of misstaltement in  interest  income is appropriately recorded.

recagnition. i
» Evaluating adjustments and manual i
Hence, we have identified this as a key | interventions applied during the interest |
audit matter. recognition process to ensure compliance |
with NRB Guidelines. !

Other Information

Management is responsible for other information. The other information comprises the information
included in the annual report but does not include the Financial Statements and our auditor's report
thereon, The annual report is expected to be made available to us after the date of this auditor's
repor.

Owur opinion on the Financial Statements does not 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 and, in doing so, consider whether the other information is materially inconsistent with the
Financial Statements or our knowledge obtained in the audit or otherwise appears to be malerially
misstated. I based on the work we have performed, we conclude that there is material misstatement
of the other information; we are required lo report that fact.

When we read the annual report, if we conclude that thera is a material misstaterment thergin, we are
required to communicate the matter to those charged with governance,

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

Management is responsible for the preparation and fair presentation of the Financial Stalements in
accordance with the prevailing accounting practices, and for such internal control as management
delermines is necessary to enable the preparation of the Financial Statements that are free from
material misstatement, whether due to fraud or error.

In preparing the Financial Statements, the management is responsible for assessing the
Microfinance's ability to continue as a going concern, disclosing, as applicable, matlers related to
going concern and using the going concern basis of accounting unless the management either
intends to liquidate the Microfinance or lo cease operations, or has no realistic alternative but to do
50.

Those charged with governance are responsible for overseeing the Microfinance's-financial reporting
process. o,

o | _\
)
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Auditor's Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance aboul whether the Financial Slatements as a
whaole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report thal includes our opinion, Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with the 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 this Financial Statements.

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

« |dentify and assess the risks of material misstatement of financial statements, whether due to
fraud or error, design and perform audil 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, intenlional omissions, misrepresentations, or the override
of internal control,

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

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

+« Conclude on 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 Microfinance’s ability to continue as a going
concern, If we conclude that a material uncertainty exists, we are reguired to draw attention in our
auditor's report to the related disclosuras in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence oblained up
to the date of our auditor's report. Howewver, future events or conditions may cause the
Microfinance to cease to continue as a going concern.

« Evaluate the overall presentation, structure, 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 representation.

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 alzo provide those charged with governance with a statemant that we have compiled 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.

Report on Other Legal and Regulatory Requirements

Based on our examination of the financial statements as aforesaid, we report that:

a. \We have obtained all the information and explanations, which to the best of our knowledge and
belief were necessary for the purpose of our audit. — —_\\
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b. The accounts and records of the Microfinance have been maintained as required by law and
practice in a manner to reflect the real affairs of the Microfinance.

c. The Statement of Financial Paosition, Statement of Financial Performance and the Statement of
Cash Flows dealt with by this report are in agreement with the books of account of the
Microfinance.

d. In our opinion, so far as appeared from our examination of the books, except for the minimum
Capital Adequacy Ratio (CAR) requirement prescribed by Nepal Rastra Bank, the Microfinance
has maintained adequate core capital funds and adequale provisions for possible impairment of
assels in accordance with the directives of Nepal Rastra Bank.

e. In our opinion, and to the best of our knowledge and based on the explanation provided to us,
except for the matters disclosed in Note 4.14 of the accompanying Financial Statements relating
to instances of embezzlement of funds; legal proceedings; and the related accounting treatment,
the Board of Directors, members of management team or any employee of the Microfinance have
not acted contrary to the legal provisions relating to accounts, nor caused direct loss or damage
to the Microfinance deliberately, or acled in a manner that would jecpardized its interest or
security. Based on our examination, the business of the Microfinance appears to have been
conducted satisfactorily.

Roshan Shrastha, CA
Partner
k.MU, & Associales, Chartered Accountants

Place: Kathmandu
Date: 2083/02/22

UDIN: 260808CA01T60cUEFD
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Aviyan Laghubitta Bittiva Sanstha Limited

Panauti-4, Kavrepalanchowk
Statement of Financial Position

As on Ashadh 32, 2082

E As on As on

Particulurs Note Ashadh 32, 2082 Ashadh 31, 2081
Assets
Cash and Cash equivalents 4.1 145,574,578 60,922,953
Statutory Balances and Due from Nepal Rastra 4.2 19,604 547 11,704,847
Bank
Placement with Bank & Financial Institutions 4.3 - -
Deerivative Financial Instruments 4.4 - -
Other Trading Assets 4.5 - -
Loans and Advance to MFIs & Cooperatives 4.6 - -
Loans and Advances to Customers 47 3.347.029,155 2,163,332,967
Investment Securitics 4.8 - -
Current Tax Assets 4.0 20,044 341 2 E44 005
Investment Property 4.10 - -
Property and Equipment 4.11 34,936,164 25,073,447
Goodwill and Intangible assets 4.12 1,095,370 1,286,368
Deferred Tax Assets 4.13 2,269 383 7419 886
Oriher Assets 4.14 6,413,892 T.118.755
Total Assets 3.577.867.729 2,279.703,229
Liahilities
Due to Bank and Financial Institutions 415 - -
[Dhue to Nepal Rastra Bank 4.16 - -
Derivative Financial Instrument 4.17 - -
Deposits from Customers 4.18 I5R.5T4.675 237,964,499
Borrowing 4.19 2.918,919.500 1,757,575,787
Current Tax Liabilities 4.9 - -
Provisions 4.20 - -
Deferred Tax Liabilities 4.13 - -
Other Liabilities 4.21 46,082,551 33,086,601
Debt Securities [ssued 422 - -
Subordinated Liabilities 4,23 - &
Total Liabilities 3.323.576,726 2.028.626.887
Equity
Share Capilal 4.24 250,000,000 250,000, (0
Share Premium - -
Retained Earnings (49,202 344) (76,971,722)
Reserves 4.25 53,493 347 TEO48, 064
Total Equity 154,291,003 251.076,342
Total Liabilities and Equity 1577.867,729 2,279.703,219
Contingent Liabilities and Commitment 4.26 - -
Net assets value per share 101.72 143

The accompanying notes are integral part of these financial statements.

Baburam Thapa
Charrman

Kishor Kumar Bhattarai
Independent Director

Tejendra Sharma Lamsal
Chief Executive Officer

Place: Panauti, Kavre, Date: 20830222

Bhojraj Bhattarai
Director

"Neemu Sherpa
Director
o B Thapa
Chief Financial Officer
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As per Our Report of even date

Chhabindra Nath Sharma
Director
Narayan Prasad Prasai
Puhlic Director

A Roshan Shrestha
Partner KM L, & Associates
Chartered Accountants
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Aviyan Laghubitta Bittiva Sanstha Limited

Panauti-4, Kavrepalanchowk
Statement of Profit or Loss
For the period ended Ashadh 32, 2052

: For the od ended For the period ended

ol SRt Ashadp:gz, 2082 Aikadu 31, 2081
Interest Income 427 336,876,850 284,799,613
Interest Expense 428 214232314 214232414
Net Interest Income 122,644,536 70,567,199
Fee and Commission Income 4.29 49 441 703 30,146,667
Fee and Commission Expense 4.30 - -
Net Fee and Commission Income 49,491,793 30,146,667
MNet Interest, Fee and Commission Income 172,136,328 100,713,866
Met Trading [ncome 4.31 - -
Other Operating Income 4.32 - -
Total Operating Income 172,136,328 1M, 713,866
Impairment charge/(reversal) for loans and 4.33 46,065,104 17,036,363
other losses
Net Uperating Income 126,071,164 83,677,503
Operating Expense
Personnel Expenses 4.34 74,018,565 72,152,819
Other Operating Expenses 435 32125565 27,434 549
Drepreciation & Amortization 436 11,803,761 13,310,822
Operating Profit 8,123,273 (29,220.688)
Mon Operating Incorme 4.37 - -
MNon Cip-erating Expense 438 - -
Profit before Income Tax 8,123,273 (29.220,688)
Income Tax Expense 4.39
Current Tax - -
Deferred Tax (Income)/Expense 3,062,255 (4, 753,996)
Profit for the vear 3,061,018 (24,466,692)
Profit Attributable To:
Equity Holders of The Financial Institution 30al 018 (24 466.692)
Profit For The Year 3,061,018 (24,466,692)
Earnings Per Share
Basic Earnings Per Share 1.22 (9.79)
Diluted Earnings Per Share et (9.79)

The accompanying notes are integral part of these financial statements,

“Baburam Thape
Chaurman

Kishor Kumar Bhattarai
Independent Director

Tejendra Sharma Lamsal
Chiel Executive Officer

Place: Panauti, Kavre, Date: 2083-02-22
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Bhojraj Bhattarai

As per Our Report of even date

Chhabindra Nath Sharma

Director Director
Meemu Sherpa Maravan Prasad Frazai
Director Puhblic Director

Top Bahadur Thapa
Chuel Fimancial Oificer

CA. Roshan Shrestha
Partner K_M.U. & Associales
Chartered Accountants
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Avivan Laghubitta Bittiyva Sanstha Limited
Panaunti-4, Kavrepalanchowk
Statement of Comprehensive Income
For the period ended Ashadh 32, 2082

For the For the
Particulars Notes period ended period ended
Ashadh 32, 2082 | Ashadh 31, 2081

Profit for the year 3,061,018 (24.466,692)

Other comprehensive income, net of income tax

a) Items that will not be reclassified to profit or loss
Gains / (Losses) from investment in equity instruments
measured at fair value

CGiains / (Losses) on Revaluation
Actuarial Gains / { Losses) on defined benefit plans 204,161 68,372
Income tax relating to above items {88, 248) {20,512

Net other Comprehensive Income that will not be
reclassified to Profit or Loss 205913 47,860

b) Items that are or may be reclassified to Profit or Loss - =

Crains! (Losses) on cash flow hedge

Exchange gains/ (Losses) (arising from translationg
financial assets of foreign operation)

Income tax relating to above items
Reclassify o Profit or Loss

Net other Comprehensive Income that are or may be
reclassified to Profit or Loss - -

Other Comprehensive income for the vear, net of
income tax - -

Total Comprehensive income for the year 205,913 47,560
Total Comprehensive income for the period 3,266,931 124.418.831)
Total Comprehensive income attributable to:
Equity shareholdet of the bank 3,266,931 (24,418,831
Mon controlling interest -
Total Comprehensive income for the period 3,266,931 (24.418.831)

The accompanying notes are integral part of these financial statements.

As per Our Report of even date

Baburam Thapa Bhuojray Bhattarai Chhabindra Nath Sharma
Chairman Director Directar
Kishor Kumar Bhattarai MNeemu Sherpa Maravan Prasad Prasai
Independent Mrector [irector Puhlic Director
Tejendra Sharma Lamsal Top Bahadur Thapa CA. Roshan Shrestha
Chief Executive Officer Chief Financial Officer Pariner KLM.UL & Associates

Chartered Accountants

Place: Panauti, Kavre, Date: 2083-02-22
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Aviyan Laghubitta Bittiva Sanstha Limited
Panauti-4, Kavrepalanchowk
Statement of Distributable Profit/Loss
For the period ended Ashadh 32, 2082
(As per NRB Regulation)

Particulars

For the period ended
Ashadh 32, 2082

For the period ended
Ashadh 31, 2081

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

4. General Reserve

b. Foreign Exchange Fluctuation fund
c. Capital redemption reserve

d. Corporate social responsibility fund
e. Employees training fund

f. Customer Protection Fund

g. Other

i. Fair Value Reserves

it Investment Adjustment Reserve

i, Other Adfustmenis

3,061,018

(612.204)

(30.610)
(45,915)

(24,466,692)

2,372,289 |

Regulatory Adjustments:

a. Interest Recetvable (-)previous acerued interest
received (+)

b. Short loan loss provision in accounts (-)reversal (+)
. Short provision for possible losses on investment (- )/
reversal{+)

d. Short provision for possible losses on Non-Banking
Assels (=) freversal (+)

e. Deferred Tax Assets recognized (<)reveral (+)

f, Goodwill recognized (-)Impairment of Goodwill (+)
£. Bargain purchase gain recognized (-)reversal (+)

h. Actuarial Loss recognized {-)'reversal (+)

i. Other

Loan loss provision reversal of Rescheduled Restructured
Loan

20,246,586

5,150,503

L (ad6669)

(28.580,154)

(4,733.484)

(9,042,420

Net Profit for the year end 32nd Ashadh 2082 avaiable
for distribution

27,769,379

(66,822,751)

Opening Retained Earning As on 1st Shrawan

(10,134,882)

Adjustments{+/-)
Dhstribution:
Bonus Share issued

Cash Dividend Paid

(76.971,723)

{14, 090)

Total Distributable profit or (loss) as on year end

(49.202.,344)

(76,971,713)

Annualized Distributable Profit/Loss Per Share

(19.68)

(30.79)

Baburam Thapa
Chairman

Fashor Kumar Bhattarai
Independent Director

Tejendra Sharma Lamsal
Chief Executive Officer

Place: Panauti, Kavre, Date: 2083-02-22
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Bhojraj Bhattarai
Director
" Neemu Sherpa
Director
Top Babads Trapa
Chicf Financial Officer

As per Our Report of even date

Chhabmndra Nath Sharma
Dhrector
Narayan Prasad Prasai
Public Director

CA. Roshan Shrestha
Parmer BLM.LL & Associates
Chartered Accountants
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Aviyan Laghubitta Bittiva Sanstha Limited

Panauti-4, Kavrepalanchowk
Statement of Cash Flows
For the period ended Ashadh 32, 2082

For the period ended For the period ended
R Aahad:e_'i!, 2082 Anadlra:l, 2081
CASH FLOWS FROM OPERATING ACTIVITIES
Interest received JR9 04 288 236 434 285
Fees wnd other incomse received 30,140,667

Dividend received

Becapts from other operating activitics
Interest paid

Commission amd foes paid

49.491,793

(210,723,387

[T 46, 630)

{2079 538
(6E, 9382000

Cash payment to employees

Other expenze paid (32,108 48a) (27 434, 54%)
Uperating cash flows before changes in operating asseis and liabilitics 103,727,578 (37,871,336}
iIncrease)/Decrease in operating assets

Due from Nepal Rastes Bank [ 7. 900, 00 -
Placement with Bank and Financial Institations - -

Other trading assets

Loans and sdvances to bank and fnencial institstions
Loans and advances 1o custnmers

Other assets

(1261 898,790
TO4. 863

L340, 1000, Bt
2436828

Inerease/{Decrense | in aperating liabilitics
Due to bank and financial mstiutions

Due to Nepal Rastra Bank

Deposit from customers

Bomrowings

Oiher lalaliies

I ID.ﬁHJ.I‘?(:
L.161,343.713
(3353 508)

29,539.237
305 GEG_ 2RO
(5,200,922

Met cash flow from operating activitics hefore tax paid

[14.253_633

145,110,503

Income taxes paid

(15, 100,336)

(243,845)

MNet cash flow from operating sctivities

96,153,297

{45.354,648)

CASH FLOW FROM INVESTING ACTIVITIES
Purchase of invesiment securitivs

Receipts from sale of investment securitivs
Purchase of property and cquipment

Receipl frem the sale of property and equipment
Purchase of intangible assets

Receipt from the sale of intangible assets
Purchase of ihvestment propertics

Reeeipt from the zale of investment propertics
Imterest received

Dvidend recaived

Orthers

(452.745)

&

-

(224 O8]

i

Met cush used ininvesting activities

1452,745)

{224.086)

CASH FLOWSE FROM FINANCING ACTIVITIES
Receipt from issue of debt securities
Repayment of debi securities

Reciepts from issue of subordinated habilities
Fepavment of subordinated liability

Receipts from issue of shares

Dividends paid

Repayment of Lease Liabilities

Interest paid on Lease Linbilities

Orther receipt/payment

Othet Expenditures i Finds

(B.A48T,T28)
(250 428

(52,2700

(8,913,350
(1.780,737)

Met cash from financing activities

(11.048.926)

(10,694,088

Met increase (decrease) im cash and cash equivalents
Cash and cash cguivalents at beginning of the period
Effect of exchange rate flectuations on cash and cash equivalents beld

84,651,626
A0922 052

(%6,27T2.821)
117,195,775

Cash and cash equivalents at the end of the peried

145,574.5TH

60,922,953

The avcompanying notes are integral part of these financial statements. As per Our Report of even date

Baburam Thapa

Chairman
Kishot Kumar Bhattarai
Independent [rector
Tejendra Sharma Lamsal
Chict Executive Officer

Place: Panauti, Kavre, Date: 2083-02-22
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Bhojraj Bhattarai Chhabindra Nath Sharma
Director Director

"Neetnu Sherpa Narayan Prasad Prasai
Director Public DMrector

Top Bahadur Thapa CA. Roshan Shrestha

Chict Financial Officer Parmer KM UL & Associates

Chartered Accountants
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Aviyan Laghubitta Bittiya Sanstha Limited
Panauti-4, Kavrepalanchowk
Significant Accounting Policies and Notes to the Financial Statements for the Period Ended 32 Ashadh, 2082

1.  Reporting Entity

Avivan Laghubitta Bittiva Sanstha Limited ("the Microfinance') is domiciled and incorporated
in Nepal as a D Class licensed financial institution as per Bank and Financial Institution Act,
2073, The Microfinance 15 a limited liability company registered in Office of the Company
Registrar on 2075/12/25. The microfinance obtained license to carry out the financial
transactions on 2076/06/01 from the Nepal Rastra Bank.

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

2.  Basis of Preparation
The Financial Statements of the Microfinance, have been prepared in accordance with Nepal
Financial Reporting Standards (NFESs) issued by the Accounting Standard Board (ASB) and
pronounced by the Institute of Chartered Accountants of Nepal (ICAN).
The Financial Statements are based on the formats mandated by the Directive No. 4 of The
Unified Directives, 2081 as made applicable by the Nepal Rastra Bank(NRB).

2.1. Statement of Compliance
The Financial Statement has been prepared in accordance with Nepal Financial Reporting

Standards (NFRSs) as published by the ASB and pronounced by the ICAN and in the format
issued by NRB in directives No.4 of Unitied NRB Directives, 2081,

2.2. Reporting Period and Approval of Financial Statements

The Microfinance follows Nepalese financial year based on Nepali calendar starting from 1™
Shrawan and ending on last day of Ashadh.
These Financial Statements consist two Statement of Financial Position as of 32™ Ashadh.
2082 and 31" Ashadh, 2081 as required by NAS-1, Presentation of Financial Statements, The
Microfinance has also presented two Statement of Profit or Loss and Statement of Other
Comprehensive Income, two statements of Changes in Equity and two Statements of Cash Flows
for the period ended as of 32™ Ashadh 2082 and 31% Ashadh 2081 along with the necessary and
related notes.
The Board of Directors acknowledges the responsibility for the preparation and
presentation of the Financial Statements as per the provision of The Companies Act, 2063,
These financial statements were authorized for issue by the Board of Directors’s 109" meeting
and recommended for the approval by shareholders in the 6™ Annual General Meeting of the
company.

2.3. Functional and Presentation Currency
The Financial Statements are presented in Nepalese Rupees (NPR) which is the currency of the
primary economic environment in which the Microfinance operates. The financial information
presented has been rounded off to nearest rupee except where otherwise stated.
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2.4. Use of Estimates, Assumptions and Judgments

The preparation of Financial Statements requires management to make judgments, estimates
and assumptions in the application of accounting policies that affect the reported amounts of
assets, liabilities, income and expenses. Actual results may differ from these estimates.
Continuous evaluation is done on the estimation and judgments based on historical experience
and other factors, including expectations of future events that are believed to be reasonable.
Revisions to accounting estimates are recognized prospectively in current and future periods as
required under NAS-8 “Accounting Policies, Changes in Accounting Estimates and Error™.

Significant estimates, assumptions and judgements used in applying accounting policies which
have material effect in financials statements includes impairment on loans and advances.

Impairment Losses on Loans and advances

Institute of Chartered Accountants of Nepal (1CAN) has issued and made applicable, NFR5-9
“Financial Instruments™ for recognition and measurement of financial assets and habilities for
Banks & Financial Institutions . The microfinance has recognized the impairment losses on
loans and advances as per Expected Credit Loss Related Guidelines (First Amendment), 2024
1ssued by NRB which is in line with the expected credit loss as per NFRS 9, Further, as per the
Carve-out alternatives provided for Banks & Financial Institutions (BFIs) under NFRS 9 issued
by the ICAN, impairment loss shall be higher of total amount derived as per NRB Directives
and loss allowance as per Expected Credit Loss model as per NFRS 9.

The measurement of impairment loss under NFRS 9 requires judgement, in particular, the

estimation of the amount and timing of future cash flows and collateral values.

Expected Credit Loss (ECL) calculations involves complex models with several underlying
assumptions regarding the choice of variable inputs and their interdependencies and includes

o Criteria for qualitatively assessing whether there has been significant increase in credit risk
(SICR) and if so, allowances for flancial assets are measured on Lifetime Expected Credit
Loss basis.

*  Segmentation of financial assets when ECL is measure on collective basis.
*  Warious statistical formulas, choices of inputs for ECL model development

. Forward looking informaton, which includes Macroeconomic inputs such as real GDP growth
rate, inflation rate and unemployemnt rate, macroeconomic scenarios and probability
weightings for estimation of Probability of Default

*  Coupon rate of loan has been considered as effective interest rate,

As such, the accuracy of the impariment loss depends on model assumptions and parameteres used
in determining ECL calculations.

2.5. Changes in Accounting Policies

The accounting policies are applied consistently to all the periods except where deviations have
been explicitly mandated by the applicable accounting standards presented in the Financial
Statements.

2.6. Discounting

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

€O | i ufaEET, 3028/ 03 AT ST i Ser b, -y, FHveE



3.  Significant Accounting Policies
3.1. Basis of Measurement

The Financial Statements of Microfinance have been prepared on the historical cost basis except
for the Statement of Cash Flows which is prepared on cash basis,

3.2. Cash & Cash Equivalent

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

Cash and Cash equivalents includes cash in hands. deposits with BFIs and other short-term
investments with original maturities of three months or less,

3.3. Financial Assets and Financial Liabilities

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

3.3.2. Classification and Measurement
The financial assets and liabilities are subsequently measured at amortized cost or fair value on the

basis of business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets.

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

Financial assets that are held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows that are solely payments of principal and
interest, are subsequently measured at amortized cost using the Effective Interest Rate
{'EIR") method less impairment, if any. The amortization of EIR and loss arising from an
impairment. if any is recognized in the Statement of Profit and Loss.
b. Measured at fair value through OCI:

Financial assets that are held within a business model whose objective is achieved by both,
selling financial assets and collecting contractual cash flows that are solely payments of
principal and interest, are subsequently measured at Fair Value through Other
Comprehensive  Income. Fair wvalue movements are recognized in the Other
Comprehensive Income (OCT),

Equity Instrument which are not held for trading and initially recognized as held for
trading for which the Microfinance makes an irrevocable election to carry the changes in
fair value of the instrument through OCI are measured at Fair Value through Other
Comprehensive Income.
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¢.  Measured at fair value through profit or loss:
The Microfinance classifies the financials assets as Fair Value through Profit or Loss if they
are held for trading or designated at Fair Value through Profit or Loss.
Any other financial asset not classified as either amortized cost or FVOCI, is classified as
FVTPL.

3.3.2.2. Financial Liabilities
Financial liabilities are classified under two categories as required by NFRS 9, namely:
a. Financial liabilities at fair value through profit or loss:

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

b. Financial liabilities measured at amortized cost:

All financial lhabilities other than measured at Fair Value through Profit or Loss are
classitied as subsequently measured at amortized cost using effective interest method.

3.3.3. De-recognition

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

A financial liability 1s derecognized when the obligation specified in the contract is
discharged. cancelled or expires.

3.3.4. Determination of Fair Value

The fair value of a financial instrument is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the
measurement date, The

Microfinance follows three levels of the fair-value-hierarchy are described below:
Level 1: Quoted (unadjusted) prices for identical assets or liabilities in active markets;

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

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

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

3.3.5. Impairment

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

The Microfinance has opted to apply carveout on para 3.5 of NFRS 9@ on impairment of
financial assets measured at amortized cost, Accordingly, impairment loss amount calculated as
per NFES 9 is compared with the impairment provision required under NRB directive no. 2.
Higher of the amount derived from these measures is taken as impairment loss for loans and
advances.

Expected Credit Loss Model
Overview of Expected Credit Loss

The Expected Credit Loss (ECL) model, as per NFRS 9, requires recognition of credit losses based
on the probability of default (PD), loss given default (LGD), and exposure at default (EAD),
considering forward-looking information,

The microfinance shall adopt the following ECL approaches;

a. General Approach
Lifetime ECL shall be recognized for all financial assets where credit risk has increased
significantly since initial recognition, For assets where credit risk has not mereased
significantly at the reporting date, the Microfinance shall measure the loss allowance based on
12-month ECL.,

b. Simplified Approach
Under the Simplified Approach, the Microfinance shall measure the loss allowance at lifetime
ECL:
#+ DMandatory for trade receivables or contract assets without significant financing

components.

o  Optional for trade receivables, lease receivables, or other contract assets that include
significant financing components.

¢.  Purchased or originated credit impaired (POCI) financial assets
ECL is embedded in the credit-adjusted effective interest rate at initial recognition, with only
subsequent changes in lifetime ECL recognized in the allowance. Cash flow estimates shall be

reviewed and updated at each reporting period to reflect changes in credit risk, repayment
performance, and prevailing economic conditions.

ECL Measurement

Expected Credit Loss (ECL) represents the probability-weighted estimate of credit losses over the life of a
financial instrument, taking into account reasonable and supportable information about past events, current
conditions, and forecasts of future economic conditions.

The measurement of ECL involves the following key principles in the context of the microfinance:

* ECL is based on the present value of cash shorfalls over the expected life of the financial
instrument, A cash shortfall is the difference between the present value of contractual cash flows
due and the cash flows the microfinance expects to receive.

*  Loans and advances are grouped into homogeneous groups for collective assessment and staging
(Stage 1, Stage 2, Stage 3) is applied based on significant increases in credit risk.

o  Transfer and curing criteria are defined to move exposures between stages.

*  Non-performing loans as per NRB norms and advances are assessed individually for impairment
and performing loans are assessed for collective impairment.
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o  Management applies judgment to define a range of possible outcomes and their probabilities
considering forward-looking macroeconomic factors.

ECL Formula:
ECL = PD x LGD x EAD = Discount Factor

This ensures that ECL measurement is unbiased, probability-weighted, and forward-looking, reflecting
both individual and portfolio-level credit risk in accordance with NFRS 9 and NRB guidelines.

Portfolio Segmentation
Considerations for Portfolio segmentation

* Loans are grouped into portfolios with similar credit risk characteristics (e.g., loan type,
borrower category, geography, collateral) to facilitate accurate ECL measurement.

* Individual assessment is applied to significant exposures or credit concerns; collective
assessment is used for large groups of similar loans.

¢ Grouping should not mask increases in credit risk for specific loans, and homogeneity within
each segment must be maintained.

#  Segmentation considers factors such as loan/product type, credit ratings, collateral, maturity,
sector, borrower location, and internal eredit ratings.

Policy adopted by the microfinance

The nature of loan products across the industry in case of microfinance institutions are considred as
having shared risk characteristics, hence for ECL purpose, the microfinance has adopted product
segmentation based on types of loan products such as Individual Loan, Business Loan, General Loan,
Agricultural Loan, Household Loan, Seasonal Loan, Consumer Loan, Emergemncy Loan, Micro-enterprise
Loan. etc.

Staging
The Microfinance is required to segregate 1ts financial instruments in three stages for the purpose of the
measurement of expected credit loss. 12 months ECL shall be recognized for Stage 1 whereas Lifetime

ECL shall be recognized for Stage 2 and Stage 3. Quantitative and qualitative factors shall be considered
for staging purpose

Stage 1:
This stage includes the followings:

o [Initially recognized financial instruments (other than those purchased or originated credit
impaired financial asseis)

*  Financial instruments that do not have significant increase in credit risk since inital recognition

o  Financial assets in which contractual payments are not overdue or is overdue for up to one
month.

»  Financial instruments that have low credit risk at the reporting date and the microfinance shall
determine 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
shall determine whether the risk of default on the financial instrument has been increased
significantly or not after the initial recognition. If the risk has been increased, the instrument
shall be classified under stage 2 and accordingly lifetime ECL shall be recognized.
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Stage 2:

This stage includes the followings:

o  Financial instruments having significant increase in credit risk since initial recognition.
e  Financial instruments having contractual payments overdue for more than one month but not
exceeding three months.

»  Loans classified as *“Watchlist” as per NRB directive on prudential provisioning.

*  Loans without approved credit line or with credit line revoked by bank

o  Loan that has been restructured/rescheduled but not classified as non-performing loan as per
existing provisions of NRB directives.

Stage 3:

This stage includes the followings:

*  Financial instruments having contractual payments overdue for more than three months,

s  Microfinance considers that the borrower is unlikely to pay its credit obligations to the
microfinance in full, without realizing security (if held).

*  Loan is classified non- performing as per NRB prudential provisioning directive.

e  Credit impaired financial instruments with objective evidence of impairment.
Credit Impaired Financial Instrument:

A financial instrument is credit-impaired when one or more events that have a detrimental impact on the
estimated future cash flows of that financial instrument have occurred. Evidence that a financial
instrument is credit-impaired include observable data about the following events:
»  Significant financial difficulty of the issuer or the borrower.
s A breach of contract, such as a default or past due event.

e The lenderis) of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a concession(s) that the lender(s) would not
otherwise consider.

o [t i5s becoming probable that the borrower will enter bankruptcy or other financial
reorganization.

# The disappearance of an active market for that financial instrument because of financial
difficulties; or

o  The purchase or origination of a financial instrument at a deep discount that reflects the
incurred credit losses.

o  (redit impaired financial instruments shall also include credit impaired defined by the
microfinance as per their risk management practices.

Indicators of significant increase in eredit risk:

The recognition of lifetime or 12-month ECL requires assessment of significant increase in credit risk
since initial recognition. Therefore, the following conditions {non-exhaustive list) can be deemed as
indicators of significant increase in credit risk.

¢ More than one month past due

e  Risk rating downgraded by 2 notches since initial recognition

*  Moadification of terms resulting in restructuring/rescheduling
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Curing peried and Transfer Criteria between stages
Transfer from Stage 2 to Stage 1:

Where there is evidence of significant reduction in credit risk, the microfinance can upgrade such
exposure from Stage 2 to Stage 1.

Transfer Qut of Stage 3:

Though the conditions for an exposure to be classified in Stage 3 no longer exist. the microfinance should
continue to monitor for a minimum probationary period of three months to upgrade from Stage 3.

For Restructured/Rescheduled Exposures:

The microfinance needs to monitor restructured/ rescheduled exposures classified under Stage 3 for a
minimum probationary period of 24 months before upgradation.

Upgrading of stages for exposures should be executed by the Risk Management Department in line with
policies approved by the Board of Directors of the microfinance.

Individual Impairment

Borrowers classitied as non-performing under Nepal Rastra Bank’s Unified Directives’ Stage 3 loans are
subject to individual impairment assessment. The recoverable amount is estimated based on expected cash
flows, the realizable value of any collateral, and the borrower’s repayment behavior, as well as the
microfinance’s past experience.

Collective Impairment

Assets for which no individual impairment exist are grouped with financial assets with similar credit risk
charactenistics and collectively assessed for impairment, The credit risk statistics for each group of the
loan and advances are determined by management prudently based on past experience.

Probability of Default (FD)

PD 1s an estimate of the likelihood of a default over a given time horizon. Under NFRS 9, PD is
determined separately for 12-month and lifetime horizons, based on the borrower’s stage classification,

Stage 1: PD is calculated over a 12-months horizon.

Stage 2: Lifetime PD is required, and a PD term structure must be developed to estimate the
probability of default over the remaining life of the exposure.

Stage 3: PD is considered to be 100%
Loss Given Default (LGD)

LGD is the percentage of exposure that is not expected to be recovered in the event of a default. The LGD
is usually defined as the amount of credit that is lost by a financial institution when an obligor defaults.
LGD models are developed based on historical data, historical experience of cash recovery from defaults
{including settlements), cost and time of recoveries and all other relevant and supportable information
{(including forward looking information).

Exposure at Default (EAD)

Exposure at Default (EAD) refers to the expected exposure to a borrower at the event of default. This is
dynamic in nature and keeps changing when the borrower repays his debt or obligation or take additional
debt. For defaulted accounts or stage 3 accounts, EAD is simply the amount outstanding at the point of
default. However, for Stage 1 and Stage 2 accounts, interest acerued till the reporting date is also included
in gross carrying amount along with outstanding principal amount.
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Forward looking information

The microfinance shall consider the following macroeconomic parameters when developing forward
looking PD estimates.

Parameters Sources of Data

Real GDP growth rate National Statistics Office (NSO)

Inflation rate MNepal Rastra Bank (NRB)

Unemployment rate International Monetary Fund (IMF) / World Bank (WB)

Additional macroeconomic parameters may be incorporated, or existing ones modified or removed,
subject to approval by the Board, with proper justification and assessment of relevance,

Regardless of the PD estimates generated by the institution’s model, the prudential tloor prescribed by
MNEB shall be applied as a regulatory backstop.

3.4. Trading Assets

Financial assets are classified as trading assets (held for trading) it they have been acquired
principally for the purpose of selling in the near term, or form part of a portfolio of identified
financial instruments that are managed together and for which there is evidence of a recent
pattern of short- term profit taking, They are recognized on trade date, when the Microfinance
enters into contractual arrangements with counterparties, and are normally derecognized when
sold, They are mitially measured at fair value, with transaction costs taken to profit or loss,
Subsequent changes in their fair values are recognized in profit or loss in *Net trading income’.
However, the Microfinance does not have such assets to be recognized as trading assets as on
Ashadh end 2082,

Derivative Assets and Derivative Liabilities

e
in
E

Derivative instruments include transactions like interest rate swap, currency swap, forward
foreign exchange contract etc. held for trading as well as risk management purposes. Derivative
financial instruments are initially measured at fair value on the contract date and are
subsequently re-measured to fair value at each reporting date. Howewver, the Microfinance does
not have such instruments as on Ashadh end 2082,

3J.6. Property, Plant and Equipment

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

Depreciation: The Microfinance depreciates property, plant and equipment following Written
Down Value method applying the Depreciation rates prescribed by Income Tax Act, 2058, The
rates used for depreciation of assets for the current and comparative period of significant items
of Property. Plant and Equipment are as follows:
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Type of Asset Useful Life Depreciation Rate

Computer & Accessories [0-11 Years 25%
Vehicles 13-14 Years 205
Furniture & Fixtures 10-11 Years 25%

Equipment & Others - Equipment | 10-11 Years 25%
“Other Assets 10-11 Years | 25%

Intangible Assets Amortized Owver Life of Intangible
Assets on Straight Line Basis

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

Depreciation of newly acquired assets is charged based upon the date of invoice and assets
having acquisition cost less than NPR. 2,000 have been written down as an expense for the
period in the Statement of Profit and Loss.

3.7. Goodwill/Intangible Assets

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

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

J.8. Investment Property

Investment properties include land or land and buildings other than those classified as property
and equipment and non-current assets held for sale. It includes assets which are held for capital
appreciation or for rental to others or held for undetermined future use. It also includes land,
land and building acquired by the Microfinance as non-banking assets but not sold as on the
reporting date. However, the Microfinance does not have Investment Property as on Ashadh end
2082,

3.9. Income Tax
Tax expenses comprises of current tax and deferred tax.
3.9.1. Current Tax

Current tax is the income tax expense recognized in the Statement of Profit or Loss, except to
the extent it relates to items recognized directly in equity or OCI in which case it is recognized
in equity or in Other Comprehensive Income. Current tax is the amounts expected or paid to
Inland Revenue Department in respect of the current year, using the tax rates and tax laws
enacted or substantively enacted on the reporting date and any adjustment to tax pavable in
respect of prior vears.
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3.9.2. Deferred Tax

Deferred tax is recognized on temporary differences between the carrving amounts of assets and
liabilities in the balance sheet and the amounts attributed to such assets and liabilities for tax
purposes. Deferred tax liabilities are generally recognized for all taxable temporary differences
and deferred tax assets are recognized to the extent that it is probable that future taxable profits
will be available against which deductible temporary differences canbe utilized.

Deferred tax is caleulated using the tax rates expected to apply in the periods in which the
assets will be realized or the liabilities settled, based on tax rates and laws enacted, or
substantively enacted, by the balance sheet date. Deferred tax assets and liabilities are offset
when they arise in the same tax reporting group and relate to incometaxes levied by the same
taxation authority, and when the group has a legal right to offset.

3.10. Deposit, Debt Securities Issued and Subordinated Liabilities
3.10.1. Deposits

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

3.10.2, 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 liabilities at Fair Value through Profit or Loss. However, the Microfinance does not
have such Debt Securities as on Ashadh end, 2082,

3.10.3. Subordinate Liabilities

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

3.11. Provisions, other Liabilities Contingent Liabilities

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

The contingent liabilities are the liabilities for which it 15 uncertain as to whether it will
become an obligation as it depends on the occurrence of an uncertain future event. These
amounts are off-balance sheet items and are disclosed when there is a possible obligation that
may but probably will not require an outflow of resources.

A provision for onerous contracts is recognized when the expected benefits to be derived by the
Microfinance from a contract are lower than the unavoidable cost of meeting its obligations
under the contract. The Microfinance does not have such contingent liabilities and onerous
contracts as on Ashadh end 2082,
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3.12. Revenue Recognition

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

3.12.1. Interest Income

For all financial instruments measured at amortized cost, interest bearing financial assets
classified as available- for-sale and financial instruments designated at Fair Value through
Profit or Loss, interest income or expense 15 recorded using the Effective Interest Rate (EIR).
EIR is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument or a shorter period, where appropriate, to the net
carrying amount of the financial asset or financial liability. The calculation of effective interest
rate includes all charges and fee paid or received that are integral part of the etfective interest
only if considered necessary, Such a charges are not amortized over the life of the loan and
advances as the income so recognized closely approximates the income that would have
derived under effective interest method and are recognized directly in statement of profit and
loss.

The interest income recognized in the Statement of Profit and Loss includes the following:

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

+  As per carve out on NFRS 9 Para 5.4, the Microfinance has not included the fees paid or
received in loans and advances that are immaterial or impracticable to determine reliably
the effective interest rate and have recognized them directly as revenue in the Statement of
Profit or Loss.

«  Ag per carve out on NFRS 9 Para 54, the Microfinance has applied the coupon rate as
effective interest rate to the gross carrying amount of a financial asset unless the financial
asset is written off either partially or fully in line with the Interest Recognition Guidelines,
2025 issued by NRB.

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

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

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

*  The Microfinance has recognized interest income on accrual basis for Stage | and Stage 2
loans and advances and suspended the interest income for Stage 3 loans and advances
where there is reasonable doubt about the collectibility of the interest, irrespective of the
net reliazable value of collateral.
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3.12.2. Fee and Commission Income.

Fees and commissions are generally recognized on an accrual basis when the service has been
provided,
3.12.3. Dividend Income.

Dividend income received from equity shares is recognized in the books when the right to
receive the dividend 15 established.

3.12.4. Net Trading Income.

Net Trading Income includes all gains and losses from changes in fair value, related capital
gain/loss and dividend from financial assets “Held for Trading”. Trading expenses are deducted
from the trading income and the amountnet of trading expenses are disclosed in Statement of
Profit and Loss.

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

3.13. Interest Expenses

Interest expense on all financial liabilities including deposits is recognized in Statement of
Profit or Loss using effective interest rate method. The Microfinance uses ASB carve-outs as
mentioned above and treat coupon rate as effective interest rate.

3.14. Employee Benefits
3.14.1. Short term employee benefits

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

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

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

Provident Fund

Employee provident fund is the defined contribution plan opt by the microfinance. Complying with
The Labor Act, 2074, the microfinance contributes 10% of the Basic salary and Grade Amount of all
the employees to the Approved Retirement Fund, established by the microfinance. The Microfinance
has no further obligations under these plans bevond its periodic contributions.

Any unpaid contribution is recorded as a liability under ‘Other Liabilities” in Note 4.21.
3.14.2.2. Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
Microfinance’s net obligation in respect of defined benefit plans is calculated separately for
each plan by estimating the amountof future benefit that employees have eamned in return for
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their service in current and prior periods. That benefitis discounted to determine its present
value. Any unrecognized past service costs and the fair value of any plan assets are deducted.
The discount rate is the yield at the reporting date on corporate bonds, that have maturity dates
approximating the terms of the Microfinance's obligation and that are denominated in the
currency in which the benefit 15 expected to be paid. The defined benefit obligation is
recognized on the basis of the report of qualified actuary using the projected unit credit method.
The Microfinance recognizes all actuarial gains and losses arising from defined benefit plans
immediately in OCI and all expenses related to defined benefits plans in employee benefit are
expensed in profit and loss account. When the calculation results in a potential asset forthe
group, the recognized assets are limited to the present value of economic benefits available in
the form of anyfuture refunds from the plan or reductions in future contributions to the plan. To
calculate the present value of economic benefits consideration 15 given to any applicable
minimum funding requirements.

Measurements of the net defined benefit Liability comprise the company’s estimation for the
provision based on the emplovees bylaw.

3.14.2.3. Other Long-Term Benefits:
Leave

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

The Microfinance provides accumulated leave benefits under its Employees Byelaw. The Home
leave is accumulated up to 20 days and there is no linut for the accumulation of sick leave.
Accumulated leave benefits are treated as long term benefit liability. Accumulated leave obligations
are calculated based on the company’s estimated provision based on number of days remaining to
avail as on vear end,

3.15. Leases

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

Policies applicable from 1 Shrawan 2078

The Microfinance assesses whether a contract is or contains a lease, at inception of the contract. The
Microfinance recognizes a right-of-use asset and a corresponding lease liability with respect to all lease
arrangements in which it 1s the lessee, except for short-term leases (defined as leases with a lease term of
12 months or less) and leases of low value assets (such as tablets and personal computers, small items of
office furniture and telephones). For these leases, the Microfinance recognizes the lease pavments as an
operating expense on a straight-line basis over the term of the lease unless another systematic basis is
more representative of the time pattern in which economic benefits from the leased assets are consumed.
The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily
determined, the Microfinance uses its incremental borrowing rate.

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

* Fixed lease payments (including in-substance fixed payments), less any lease incentives
receivable.
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o  Variable lease payments that depend on an index or rate, initially measured using the index or
rate at the commencement date.

*  The amount expected to be payable by the lessee under residual value guarantees.

e The exercise price of purchase options, if the lessee 1s reasonably certain to exercise the
options; and

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

The lease hability is subsequently measured by increasing the carrying amount to reflect interest on the
lease liability (using the effective interest method-assumed to be 10% and by reducing the carrying
amount to reflect the lease payments made. The Microfinance remeasures the lease liability (and makes a
corresponding adjustment to the related right-of-use asset) whenever:

e  The lease term has changed or there 1s a significant event or change in circumstances resulting
in a change in the assessment of exercise of a purchase option, in which case the lease liability
is remeasured by discounting the revised lease payments using a revised discount rate.

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

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

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

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

3.16. Share Capital and Reserves
3.16.1. Share Capital

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

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

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

20% of the net profit as stated in Bank and financial Institution Act, 2073 (BAFIA) and
50% of additional amount of Cash Dividend and Bonus Shares if’ declared and distributed
in excess of 20% is set aside to the general reserve.
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by Exchange Equalization Reserve

This is statutory reserve created in compliance with BAFIA. 25% of the revaluation on the
foreign currency computed as per regulatory books 1s set aside to Exchange Equalization
Reserve.

¢) Assets Revaluation Reserve

This 1s a non-statutory reserve and is the requirement in the application of accounting policy
for non-financial assets such as property, equipment, investment property and intangible
assets that are measured following revaluation model, Revaluation reserve often serve as a
cushion against unexpected loss but may not be fully available to absorb unexpected losses
due to the subsequent deterioration in the market values and tax consequences of
revaluation. The microfinance hasn’t followed revaluation model.

d) Capital reserve

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

¢) Corporate Social Responsibility (CSR) Fund

As per NRB Directives 1% of net profit shall be set aside in the fund for the purpose
of corporate social responsibility. However, the entity is at a loss during the Financial
Year ending 32™ Ashadh, 2082.

f)  Actuarial Gain/Loss Reserve

The amount that is allocated from profit or retained earnings of the Microtinance both
positive or negative to this reserve as per the directives of NRB for the purpose of
implementation of NFRS and which shall notbe regarded as free reserve for distribution of
dividend are recorded in this reserve. The reserve includes actuarial gain/(loss) net of tax
on defined benefit plan.

g} Client protection fund

Client protection fund shall be created at 1.5% ol net profit. In addition to this, 25% of
dividend in excess of 20% shall also allocated to this fund as per NEB Directives.
However, the entity is at a loss during the Financial Year ending 32™ Ashadh, 2082,

hy Other reserves

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

3.17. Earnings per Share (EPS) including diluted EPS

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

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

The Microfinance has identified seven segments namely: Koshi Province, Madhesh Province,
Bagmati Province, Gandaki Province, Lumbini Province, Karnali Province and Sudur Pashcim
Province as the seven operating segment and the segment report is set out in Notes 5.5,

Segment reports include items directly attributable to a segment as well as those that can be
allocated on a reasonable basis. The income, expenses, assets & liabilities that cannot be
allocated to aforesaid segment or those related to head office are unallocated. The unallocated
items generally comprise of head office assets, head office expenses, and tax assets and
liahilities. The geographical segment has been identified on the basis of the location of the
branches in 7 different provinces of the country.
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Aviyan Laghubitta Bittiva Sanstha Limited
Panauti- 4, Kavrepalanchowk

Motes To Financial Statements
As on Ashadh 32, 2082

4.
4.1 Cash and Cash Equivalent
As on As on
Exrticalan Ashadh 32, 2082 Ashadh 31, 2081
Cash In Hand 919,948 3,120,354
Balances With BFIs 144,654 630 57,802,569
Money At Call And Short Motice - -
Other - -
Total 145,574,578 60,922,953
4,2 Statutory Balances and Due from Nepal Rastra Bank
Particulars S on e
Ashadh 32, 2082 Ashadh 31, 2081
Statutory Balances With NRB - -
Statutory Balances With BFIs 19,604,845 11,704,845
Securities Purchased Under Resale Agreement - -
Other Dieposit And Receivable From NRB 2 2
Total 19,604,847 11,704,847
4.3  Placements with Financial Institutions
; As on As on
LR RS Ashadh 32, 2082 Ashadh 31, 2081
Placements with Domestic Fls - -
Less: Allowances for Impairment - -
Total - -
4.4 Derivative financial Instrument
Particulars aon B
Ashadh 32, 2082 Ashadh 31, 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

Other

Total
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4.5

4.6

4.6.1:

4.7

Other Trading Assels

Particulars

As on

Ashadh 32, 2081

As on
Ashadh 31, 2081

Treasury Bills

Government Bonds

NEB Bonds

Domestic Corporate Bonds

Equities

(ther

Total

Pledged

Non-Pledged

Loan and Advances to MFIs & Cooperatives

Particulars

As on

Ashadh 32, 2082

As on
Ashadh 31, 2081

Loans To Microfinance Institutions

Loans To Fls

Loans To Cooperative

Less: Allowance For [mpairment

Cyther

Less: Allowances For Impairment

Taotal

Allowances for Impairment

Particulars

As on

Ashadh 32, 2082

As on
Ashadh 31, 2081

Balance At Shrawan |

Impairment Loss For The Year:

Charge For The Year

Recoveries/Reversal

Amount Written OfT

Balance At Ashadh End

Loans and Advances to Customers

Particulars

As on

Ashadh 32, 2082

As on
Ashadh 31, 2081

Loan and advances measured at amortized
cost

3.439,049,040

2.209.287.688

Less: Impairment allowances

Collective impairment

7,370,235

3,585,128

Individual impairment

a4.643 630

40,369 593

Net amount

3,347,029,155

2,163,332,967

Loan and advances measured at FVTPL

Total

3,347,029,155

2,163,332,967
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4.7.1:

4.7.2:

4.7.%:

Analysis of Loan and Advances - By Product

; As on As on
AL I Ashadh 32, 2082 Ashadh 31, 2081
Product
Term Loans - -
Short Term, Term Loan - -
Long Term, Term Loan - -
Hire Purchase Loans - -
Personal Rezidential Loans - =
Staff Loans 2210648 -
Other Loans 385,002,423 2,125,374,281
Sub Total 3387273071 2,125,374,281
Interest Receivable 51,775,969 83913407
Grand total 3.439.049,040 2,209,287 688
Analysis of Loan and Advances - By Collateral
As on As on
Enriicoians Ashadh 32, 2082 Ashadh 31, 2081
Secured
Immovable Assets 449 839,900 201,449,554

Government Guarantee

Collateral OF Government Securities

Collateral OF Fixed Deposit Receipt

Group Guarantee

2935222514

1.923,924,727

Personal Guarantee

Other Collateral

Sub Total 3,385,002,423 2,123,374.281
Unsecured 2210648 -
Grand Total 3,387,273,071 2,125,374,281
Allowances for Impairment
As on As on

HAEL Ashadh 32, 2082 Ashadh 31, 2081
Specific Allowances For Impairment
Balance At Shrawan 1 40,325,088 23,190,670
Impairment Loss For The Year:
Charge/(Reversal) For The Year 43 846, 583 17,134 418
Recoveries/Reversal During The Year -
Wite-Offs
Other Movement -
Balance At Ashadh End 84,171,671 40,325,088
Collective Allowance for Impairment
Balance At Shrawan 1 5,629,633 6,769,688
Impairment Loss For The Year:
Charge/{Reversal) For The Year 2.2148,581 (1,140,055)
Write-Ofts
Other Movement
Balance At Ashadh End T.R48,214 5,629,633
Total Allowances For Impairment 92,019,885 45,954,721
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Impairment loss on Loans & Advances to Customers are measured at higher of amount derived as per
norms prescribed by NRB for Loan Loss Provision and amount derived as per NFRS 2 through Expected
Credit Loss (ECL) model. Details of loan loss provision as per NEB and impainment loss as per NFRS 9

anz as tollows:

Particulars 810 S
Ashadh 32, 2082 Ashadh 31, 2081
Impairment Loss as per ECL medel under NFRS 9 50,784,837 44,366,644
Impairment Loss as per NRE norms 92019 885 435,054 721
Higher of impairment as per ECL under NFRS 9 92,019,885 45.954.721
and NRE norms
48  Investment Securities -
As on As on
Particulars
Ashadh 32, 2082 Ashadh 31, 2081
Investment Securities Measured At Amortized Cost - -
Investment [n Equity Measured At FVTOCI - -
Total - -
4.8.1: Investment Securities Measured at Amortized Cost
As on AS on
Particulars
= Ashadh 32, 2082 Ashadh 31, 2081
Debt Securities - -
Government Bonds - -
Government Treasury Bills - -
Nepal Rastra Bank Bonds w Z
Nepal Rastra Bank Deposits Instruments - -
Other = z
Less: Specific Allowances For Impairment - -
Total - -

4.8.2: Investment in Equity Measured at Fair Value Through Other Cumprehi;r.l_si;é Income

Particulars

As on
Ashadh 32, 2082

As on
Ashadh 31, 2081

Equity Instruments

Quoted Equity Securitics

Unquoted Equity Securities

Taotal

4.8.3: Information Relating to Investment in Equities

Current Year

Previous Year

Particulars

Cost

Fair

Value Cost

Fair Value

Investment in Quoted Equity

............ shares of Rs. _...... each

Investment in Unquoted Equity

AT el [T e 7., wHid-, FueE
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4.9

4.10

Current Tax Assets

Particulars Ag HE AL
Ashadh 32, 2082 Ashadh 31, 2081

Current Tax Assets
Current Year Income Tax Assets 18,100,336 2 844 005
Tax Assets Of Prior Periods 2 844 005 -
Current Tax Liabilities .
Current Year Income Tax Liabilitics
Tax Liabilities OFf Prior Periods
Taotal 20,944,341 2,544,005
Investment Properties

Al culees Ashadh 32, 2082 Ashadh 31, 2081

Investment Properties Measured At Fair Value

Balance As On Shrawan |

Addition/Disposal During The Year

Met Changes In Fair Value During The Year

Adjustment Transfer

Met Amount

Investment Properties Measured At Cost

Balance As On Shrawan |

Addition/Disposal During The Year

Adjustment/Transfer

Accumulated Depreciation

Accumulated Impairment Loss

Net Amount

Total

v 0 | T afade, goat /o
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4.12

Goodwill and Intangible Assets

Particulars

Goodwill

Software

Purchased

Developed

Other

Tutal

Cost

As On Sharwan 1 2080

2,614,240

2,014,240

Addition During The Year

Acquisition

Capitalization

Disposal During The Year

Adjustment! Revaluation

Balance As On Ashadh End, 2081

2,614,240

2,614,240

Addition During The Year

Acquisition

Capitalization

Dispesal During The Year

Adjustment! Revaluation

Balance As On Ashadh End, 2082

2,614,240

2,614,240

Amortization And Impairment

As On Sharwan 1 2080

1,013,047

1,013,047

Amortization Charge For The Year

314,826

314,826

Impairment For The Year

Disposals

Adjusmtment

Balance As On Ashadh End, 2081

1,327,872

1,327,871

Amortization Charge For The Year

190,995

190,998

Impairment For The Year

Disposals

Adjusmitment

Balance As On Ashadh End, 2082

1,518,870

1.518.870

Capital Work In Progress

Net Book Value

As On Ashadh End, 2080

1,601,193

1,601,193

As On Ashadh End, 2081

1,286,368

1.286,368

As On Ashadh End, 2082

1,095,370

1,095,370
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413 Deferred Tax
Current Year
Deferred Tax | Deffered Tax Deffered Tax
Assets Liabilities Assets/(Liabilities)
Deferred Tax On Temporary Differences On Following Items
Loan And Advance To B/Fis - - -
Loans And Advances To Customers - - -

Particulars

Invesiment Propertics - - -
Investment Securities - - -
Property & Equipment - 7,716,942 (7,716,942}
Intangible Assets - 152.716 (152.716)
Employees' Delined Benelit Plan 2,540,671 - 2,540,671
Lease Liabilities 7,598,371 - 7,598 371
Provisions - - -
Other Temporary Differences - - -
Deferred Tax On Temporary Differences 10,139,041 T7.869.659 2,269,383
Deferred Tax On Carry Forward Of Unused

Tax Losses - - -

Deferred Tax Due To Changes In Tax Rate & = ’
Net Deferred Tax Asset/{Liabilities) As On

Year End OF 2082 - - 2,269,383
Deferred Tax (Asset)/Liabilities As On

Shrawan 1 2081 7,419,886
Origination/{Reversal) During The Year (5,150,303)
Deferred Tax Expense/(Income)

Recognized In Profit Or Loss 5,062,255
Deferred Tax Expense/{Income)

Recognized In Other Comprehensive HE.248
Income

Deferred Tax Expense/(Income)
Recognized In Directly In Equity 2

Previous Year

Paiticulacs Deferred Tax D«E['fﬂ:ed.'['ax Deffered T.i.l
Assets Liabilities Assets/(Liabilities)
Deferred Tax On Temporary Differences
On Following ltems
Loan And Advance To B/Fis - - -
Loans And Advances To Customers - - -
Investment Properties - - -
Investment Securibies - - -
Property & Equipment - 3,991,249 (3,991,249)
Employees' Delined Benelit Plan - 166.042 (166,042}
Lease Liabilities [.994 &60 = 1,994 660
Provisions 3,832,745 - 3,832,745
Other Temporary Differences - - -
Deferred Tax On Temporary Differences 5.827.405 4,157.290 1,670,114
II);;T;.&:; ;I;ax on Carry Forward Of Unused 5.749.972 5.749.772
Deferred Tax Due To Changes In Tax Rate -

AT ST AT FEr ., -y, FEvE FNEF WA, 2028 /007 |£3



Particulars Deferred Tax | Deffered Tax Deffered Tax
Assels Liabilities Asseis/{ Liabilities)
Net Deferred Tax Asset/{Liabilities) As On
Year End Of 2081 7419886
Deferred Tax Asset/{Liabilities) As On
Shrawan |, 2080 2,686,402
Origination/(Reversal) During The Year 4,733,484
Deferred Tax Expense/(Income) Recognized
In Profit Or Loss (4,753,996)
Deferred Tax Expense/{Income) Recognized
In Other Comprehensive Income 20,512
Dieferred Tax Expense/(Income) Recognized
In Directly In Equity -
4,14 Other Assets
As on As on
FNichIn Ashadh 32, 2082 Ashadh 31, 2081

Assets Held For Sale L 0
Other Non Banking Assets 3 &
Bills Receivable - =
Accounts Receivahle 932,153 551.618
Accrued Income ’ -
Prepayments And Deposits 1,156,259 1,701,767
Income Tax Deposit = =
Deferred Employee Expenditure . -
Others A =

Stationery Stock 2029288 1,915.447

Staff Advances 456,702 1,692,106

Other 1,839,450 1,257 818
Tuotal 6,413,892 T.118.755
A case has been fAled by the Governemnt of Nepal against employees of the Rupani branch in connection
with banking offence amounting to NPR 18,299 326 (estimated). The case was filed on 20810430 at the
Janakpur High Court. Subsequently, the Janakpur High Court 1ssued its decision on 2082/01/05. However,
as the Microfinance is not satisfied with the said decision, an appeal/petition has been filed hefore the
Supreme Court of Nepal on 2082/05/12, and the matter is currently under adjudication. Accordingly,
neither receivable has been recognized nor have the related loan accounts been adjusted in the financial
statements pending the final outcome of the case.

4,15  Due to Bank and Financial Institutions

Particulars

As on
Ashadh 32, 2082

As on
Ashadh 31, 2081

Borrowing From BFls

Settlement And Clearing Accounts

Other

Total

X1 |E|Tﬁmﬂfﬁ€ﬁ’:[, Tostfasy
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4.16

4.17

4.18

Due to Nepal Rastra Bank

- As on As on
SAECONIAER Ashadh 32, 2082 Ashadh 31, 2081
Refinance from NRB & =
Standing Liquidity Facility - -
Lender of Last Resort Facility from NRB - -
Securities Sold under Repurchase Agreements - -
Oiher Payables to NRB - -
Tuotal i :
Derivative Financial Instruments
As on As on
SATCELALE Ashadh 32, 2082 Ashadh 31, 2081
Held For Trading
Interest Rate Swap - -
Curreticy Swap = =
Forward Exchange Contract 3 &
Others - -
Held For Risk Management
Interest Rate Swap = -
Currency Swap - &
Forward Exchange Contract - -
Oiher - -
Total 3 e
Deposits from Customers
Particulars Ason Ason
Ashadh 32, 2082 Ashadh 31, 2081
Tustitutions Custom ers:
Term Deposits - -
Call Deposits - -
Other o i
Individual Customers:
Term Deposits i =
Saving Deposits - =
Savings From Members 358,574,675 237,964,499
Other = =
Total 358,574,675 237,964,499
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419 Borrowing

Particalars As on As on
Ashadh 32, 2082 Ashadh 31, 2081
Domestic Borrowing
Mepal Government £ =
Other Licensed Institutions 2918919500 1. 757,575,787
Other & G
Sub total 1.918,919.500 1,757,575.787
Foreign Barrowing
Foreign Bank and Financial Institutions - 5
Multilateral Development Banks - -
Other Institutions = o
Sub total - -
Total 1,918,919.500 1,757,575, 787
4.20  Provisions
Particulars A Sk o
Ashadh 32, 2082 Ashadh 31, 2081
Provisions For Redundancy - =
Provision For Restructuring - -
Pending Legal Issucs And Tax Litigation - -
Onerous Contracts - -
Other - "
Total - &
4.20.1 Movement in Provision
Particulars o 2o
Ashadh 32, 2082 Ashadh 31, 2081
Balance At Shrawan 1
Provisions Made During The Year - -
Provisions Used During The Year - -
Provisions Reversed During The Year - -
Unwind of Discount - -
Balance at Ashadh end - -
4.21 I Onher Liabilities
Particulars AEUE SRR
Ashadh 32, 2082 Ashadh 31, 2081
Liability For Employees Defined Benefit Obligations 4,251.317 3,221,117
Liability For Long-Service Leave 4,217.585 3,427 748
Short-Term Employee Benefits 1,785,350 2.691,79%
Bills Payable = =
Creditors And Accruals 1,765,362 1,022,637
Interest Payable On Deposit 181 -
Interest Payable On Borrowing - 2372138

L% | T AfadET, 2048 /0l
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Particulars i AE 9D
Ashadh 32, 2082 Ashadh 31, 2081
Liahilities On Deferred Grant Income - -
Unpaid Dividend g %
Liabilities Under Lease 5 =
Employee Bonus Payable 1,225,372 328,158
Others
Refundable Service Charge 34,720 1,003,732
Lease Lilabilities 25327 902 12,775,816
Others 5,454,753 6,243,459
Total 46,082,551 33,086,601
4.21.1  Defined Benefit Obligations
The amounts recognized in the statement of financial position are as follows:
il Ashadn 32, 2082 Ashadn3 L, 2081
Present Value Of Funded Obligations - -
Total Present Value OF Obligations 468,002 6,648,865
Fair Value Of Plan Assets - -
Present Value Of Net Obligations 468,902 6,648,865
Recognized Liability For Defined Benefit
Obligations §468,902 6,648,865
4212 PlamAsses
Plan assets comprise:
Particulars s ) on
Ashadh 32, 2082 Ashadh 31, 2081

Equity Securities

Government Bonds

Bank Deposit

Other

Total

Actual Return On Plan Assets

4.21.3  Movement in the Present Value of Defined Benefit Obligations

Particulars Asnuﬁ: 32, 2082 Asha:l: 31, 2081
Defined Benefit Obligations at Shrawan 1 6,048,865 4,502,618
Actuarial Losses/(Gains) 957,949 197 492
Benefits Paid By The Plan (2,290.437) (739,732)
Cutrent Service Costs and Interest 3,161,525 2,688 487
Defined Benefit Obligations at Ashadh End ¥,468.902 6,648, 865
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4.21.4 Movement in the Fair Value of Plan Assets

Particulars A8k A4 ou
Ashadh 32, 2082 Ashadh 31, 2081
Fair Value Of Plan Assets At Shrawan 1 - -
Contributions Paid Into The Plan - -
Benefits Paid During The Year - -
Actuarial {Losses) Gains - -
Expected Return On Plan Assets - -
Fair Value Of Plan Assets At Ashadh End - =
s Ammmngnmd m i’}u.ﬁ.t ".r.L.n;; .....................................
As on As on
EHERinrs Ashadh 32, 2082 Ashadh 31, 2081
Current Service Costs 275018 2275212
Interest On Obligation 446,507 413,275
Expected Return On Plan Assets - -
Total 3,161,525 2688 487
4.21.6  Amount Recognized in Other Comprehensive Income
s Ashadh 33,2082 Avhadh 31, 2081
Actuarial (GainpLoss (294.161) {68,372)
Taotal (294.161) {68,372)
4.21.7: Actuarial Assumptions
Particulars AETN ke
Ashadh 32, 2082 Ashadh 31. 2081
[hscount Rate 7% B%%
Expected Return On Plan Asset NA MNA
Future Salary Increase 5% 5%
Withdrawal Rate 11% 1%
4.22 | Debt securities issued |
Particulars Ap0n st
Ashadh 32, 2082 Ashadh 31, 2081
Debt Securities Issued Designated as at Fair Value
Through Profit or Loss - -
Debt Securities Issued at Amortized Cost - -
Total - -
423 | Subordinated Liabilities |
Particulars e e N
Aghadh 32, 2082 Ashadh 31, 2081
Redeemable Preference Shares - -
Irredeemable Cumulative Preference Shares
{Liabkilities Component) - -
Other - -
Tuotal - -

Lo | 1 wfadeT toat/0a3
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4.24 | Share capital i

Particulars o 4
Ashadh 32, 2082 Ashadh 31. 2081
Ordinary Shares 250,000,000 250,000,000
Convertible Preference Shares (Equity Component
Only)
[rredesmable Preference Shares (Equity Component
Only)
Perpetual Debt { Equity Component Only)
Proposed Bonus Share
Total 250,000,000 250,000,000
4.24.1: Ordinary shares
As on As on
EisHERInYS Ashadh 32, 2082 Ashadh 31, 2081
Authorized Capital
3,000,000 Ordinary Shares of Rs. 100 each J00,000, 000 300,000,000
Issued capital
2.500,000 Ordinary Shares of Rs, 100 each 250,000,000 250,000,000
Subscribed and paid up capital
2,500,000 Ordinary Shares of Rs. 100 each 250,000,000 250,000,000
Total 250,000,000 250,000,000
4.24.2: Shareholders Holding 0.5% or more Shares '
Paciliclacs As on Ashadh 32, 2082 As on Ashadh 31, 2081
%o of No of % of No of
Holding | Shares | ™™ | Holding | Shares | Amount
Kumari Bank limited | 10.00% 250,000 250000000 10.00% 250,000 25,000,000
Nepal Investment 10.00% | 250,000| 25,000,000] 10.00% | 250,000  25.000,000
Mega Bank Ltd
Pushpa Jyoti 2.00% 50,000 5,000,000  2.00% 50,000 5,000,000
Dhungana
Baburam Thapa 1400 35,000 3,500,000 1400 35,000 3,300,000
Py R 1.36% 34,000 3400,000) 1.36% 34,000 3,400,000
Shrestha
Ghanshyam Pandey 1.20% 30,000 3,000, 000 1.20% 30,000 ERUILIR
Bamdev Gauli 080 20,040 2,000,000 0,800 20,04 2. 000,000
Gyanendra Subedi 0.72% 18,000 LB00000 | 0.72% 18,000 1,800,000
Parbata Gautam 0.72% 12,000 1,800,000 0.72% 12,000 1,800 (00
Sita Prasad Pokhrel 0.64%, 16,0400 1,600,000 0.64% 16,0100 1,600,000
Fukmina Thapa 0.60% 15,000 L300, 000 0.60% 13,000 1,500,000
Lal chandra Upreti 0.60%: 15,000 1500 000 0.60% 15,000 1,500 00
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4.24.3

4.15

4.26

Ordinary Share Ownership

As on Ashadh 31, 2082

As on Ashadh 31, 2081

Particulars

Percent Amount

Percent Amount

Domestic Ownership (Promoter)

Mepal Government

A" Class Licensed Institutions

20,00% | 50,000,000

20.00% 50,000,000

Oither Licensed Institutions

Other Institutions

Other

41.00% | 102,500,000

41.00% 102,500,000

Domestic Ownership (Public)

Mepal Government

A Class Licensed [nstitutions

Other Licensed Institutions

Other Institutions

Other

39.00% | 97,500,000

F9.000% 97,300,000

Foreign Ownership Promoter

= -

- -

Foreign Ownership Public

Total

100% | 250,000,000

1005 250,000,000

Reserves

Particulars

2082

As on Ashadh 31,

As on Ashadh 31, 2081

Statutory General Reserve

5,043,704

4,431,500

Capital Reserve

Exchange Equalization Reserve

Investment Adjustment Reserve

Corporate Social Responsibility Reserve

72,200

93,860

Client Protection Fund

45915 -

Capital redemption reserve

Regulatory Reserve

43,757,856

6,004,442

Assets Revaluation Reserve

Fair Value Reserve

Dhvidend Equalization Reserve

Actuarial Reserve

2,304,289

2,098,377

Special Reserve

Debenture Redemption Reserve

Oifrer Reserve

Deferred Tax Reserve

2,269,382

7,419 886

Staft Training Fund

Total

53,493,347

T8,048,064

Contingent Liabilities and Commitments

Particulars

As on

Ashadh 32, 2082

As on
Ashadh 31, 2081

Contingent Liabilities

Undrawn And Undisbursed Facilities

Capital Commitment

Lease Commiltnent

Litigation

Oithers

Total

90 | 1T wfaeT, 2oat/0a3
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4.26.1

4.26.2

4.26.3

Capital Commitments

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

financial statements.

Particulars

As on
Ashadh 32, 2082

As on
Ashadh 31, 2081

Capital Commitments In Relation To Property And Equipment

Approved And Contracted For

Approved But Not Contracted For

Sub Total

Capital Commitments In Relation To Intangible Assets

Approved And Contracted For

Approved But Not Contracted For

Sub Total

Total

Lease Commitments

Particulars

As on
Ashadh 32, 2082

As on
Ashadh 31, 2081

Operating Lease Commitments

Future Minimum Lease Payments Under Non Cancellable
Operating Lease, Where The Institution Is Lesses

Mot Later Than 1 Year

Later Than 1 Year But Not Later Than 3 Years

Later Than 5 Years

Sub Total

- Finance Lease Commitments (Undiscounted)

Particulars

Az on
Ashadh 32, 2082

As on
Ashadh 31, 2081

Future Minimum Lease Payments Under Non Cancellable
Operating Lease, Where Institution

Not Later Than 1 Year

Later Than | Year But Not Later Than 5 Years

Later Than 5 Years

Sub total

Grand Total

Litigation

The microfinance has not been a party to any litigation claims during the fiscal vear 2081 .82
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4.27  Interest Income

Paricuars Sl e
Cash And Cash Equivalent 263,362 2296414
Due From Nepal Rastra Bank - -
Placement With Bank And Financial Institutions - -
Loan And Advances To Financial Institutions - -
Loans And Advances To Customers 335,933,600 282,503,198
Investment Securities - 5
Loan And Advances To Staff 79,829 -
Other - -
| Total Interest Income 336,876,850 284,799,613 |

During the year, the Microfinance adopted Guidance Note on Interest Income Recognition, 20235 issued
by Mepal Rastra Bank, whereby interest income is recognized on accrual hasis for Stage 1 and Stage 2
Financial Assets and on cash basis for Stage 3 Financial Assets. Accordingly, interest receivable
pertaining to Stage 3 Financial Assets outstanding as the reporting date has been suspended for interest
recognition, Prior to the adoption of the aforementioned guideline, the Microfinance recognized interest
income on acerual basis except in respect of bad loans. Consequently, ioierest receivable acorued
previously amounting to NPR 839,153,407 has been reassessed, and the interest receivable balance as at
the reporting date stands at NPR 5,17,75,969 in accordance with the revised recognition basis, resulting in
reversal of interest income in current year by NPR 3,21,37438. The change has been applicd
prospectively and comparative figures have not been restated.

4.28 Interest Expenses

Pariioolars For the period ended For the period ended
Ashadh 32, 2082 Ashadh 31, 2081
Due To Bank And Financial Institutions - -
Due To MNepal Rastra Bank - -
Deposits From Customers 20,111,827 L, 609, HG
Borrowing 191,611,560 195,842 587
Debt Securities Issued = .
Suberdinated Liabilities - -
Other - -
Finance cost on Lease Liabilities 2 508,928 1,780,737
Total Interest Expense 214,232,314 214,232.414
4.29  Fees and Commission Income
Particulars For the period ended For the period ended
Ashadh 32, 2082 Ashadh 31, 2081
Loan Administration Fees - -
Service Fees 41,946,299 28,419,058
Commitment Fees - -
Card Issuance Fees - -
Prepayment And Swap Fees - -
Remittanve Fees - -
Brokerage Fees = 5
Other Fees And Commission Income 7.545.493 1,727.609
Total Fees and Commission Income 49,491,793 30,146,667
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430  Fees and Commission Expense

Particulars

For the period ended
Ashadh 32, 2082

For the period ended
Ashadh 31, 2081

Brokerage

ATM Mangement Fees

Wisa Master Card Fees

Guarantes Commission Fees

Brokerage

DDV TT! Swift Fees

Remittance Fees and Commission

Other Fees and Commission Expense

Total Fees and Commission

4.31 Net Trading Income

Particulars

For the period ended
Ashadh 32, 2082

For the period ended
Ashadh 31, 2081

Changes In Fair Value OF Trading Assets

Giain/Loss On Disposal OF Trading Assets

Interest Income On Trading Assets

Dividend Income On Trading Assels

Giain/Loss Foreign Exchange Transaction

Other

Net Trading Income

4.32  Other Operating Income

Particulars

Faor the period ended
Ashadh 32, 2082

For the period ended
Ashadh 31, 2081

Foreign Exchange Revaluation Gain

Gain/Loss On Sale OFf Investment Securities

Fair Value Gain/Loss On Investment Properties

Dividend On Equity Instruments

Gain/Loss On Sale Of Property And Equipment

(iain/Loss On Sale Of [nvestment Property

Operating Lease Income

Gain/Loss On Sale Of Gold And Silver

Other

Total
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4.33  Impairment Charge/ (Reversal) for Loan and Other Losses

Paritculars For the period ended Fuor the period ended
Ashadh 32, 2082 Ashadh 31, 2081

Impairment Charge/{Reversal) On Loan And

Advances To BFIs B )

Impairment Charge/{ Reversal) On Loan And 46,065,164 15994363

Advances To Customer

Impairment Charge/{ Reversal) On Financial

Investment _ L

Impairment Charge/{Reversal) On Placement 5 &

With Banks And Financial Institutions

Impairment Charge/{ Reversal) On Property And

Equipment - )

Impairment Charge/{Reversal}) On Goodwill And

Intangible Assets * &

Impairment Charge/( Reversal) On Investment

Properties ; i

Impairment Charge/{ Reversal) On Other Assets - 1,042,000

Total 46,065,164 17.036,363

4.34 Personnel Expense
Parcuars e |
Salary 30,309,340 31,208,581
Allowances 32,565,728 32 B58.103
Gratuity Expense 1,596,134 1,284,462
Provident Fund 3,031,203 3,121,822
Uniform = -
Training & Development Expense 2,259 890 1,407 654
Leave Encashment 2 872652 1,569 800
Medical - -
Insurance 197,122 400 483
Employees Incentive = =
Cash-5ettled Share-Based Payments e i
Pension Expense " "
Finance Expense Under NFRSs Z z
Other Expenses Related To Staff IR3.910 201,525
Subtotal 73,115,979 72,152,819
Employees Bonus 902 586 &
Grand total T4.018,565 72,152,819
4.35 Other Operating Expense

T R
Dhirectors’ Fee S18,500 SRE.S00
Directors' Expense 400,343 364,568
Auditors' Remuneration 339000 339,000
Other Audit Related Expense 613,775 350,000
Professional And Legal Expense 510,738 234000
Technical Service Expenses 1,275,638 1,165,203
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Barticulire For the period ended Fuor the period ended
Ashadh 32, 2082 Ashadh 31, 2081
Office Administration Expense 4.35.1 28.450 492 24083 279
Loss on Lease Termination 17,079 :
Operating Expense Of Investment Properties . -
Commision & Discount - -
Corporate Social Responsibility Expense - -
Client Protection Expenses 2 =
Ornerous Lease Provisions - -
Other = -
Total 32,125,565 27,434,549
4.35.1 Office Administration Expense
Piiiliin For the period ended For the period ended
Ashadh 32, 2082 Ashadh 31, 2081
Water And Electricity OR6.479 BRS5,THS
Repair And Maintenance
Building & .
Vehicle 734,840 478,670
Computer And Accessories 435,857 74,761
Oftice Equipment And Furniture 72,985 368,004
Other 4,190 -
Insurance Expenses 4533 810 026,780
Postage, Telex, Telephone, Fax [,033.079 1,109 537
Printing And Stationery 2627694 1,363,785
News Paper, Books And Journals = -
Advertisement 160 8RO 286,400
Donation & =
Security Expense - “
Deposit And Loan Guarantee Premium 10,146,932 7,206,837
Travel Allowance And Expense 1.911,913 2,456,751
Hospitality Expenscs 213,52% 171,153
Annual/Special General Meeting Expense 253,917 181,209
Others
Fuel Expenses 1,559 564 3,270,084
Compensation Expenses 332,000 -
Registration & Renewal Expenses 534,220 507,095
Transportation Expenscs 05,126 58,557
Share Registrar Expenses 60,0010 50,000
Office Cleaning Expenses 4,003 768 3,949,503
Bank Chargzes 70,091 47.077
Other Expenses 648 281 all,201
Total 28,450,492 24,093,279
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4.37

4.38

4.39

Depreciation & Amortization

Faristr e
Depreciation On Property And Equipment 11,612,763 12,995,996
Depreciation On Investment Property - -
Amortization Of Intangible Asscls 190998 314,826
Total 11,803,761 13,310,822
Non Operating Income
For the period ended Fuor the period ended
LRSI Ashadh 32, 2082 Ashadh 31, 2081
Recovery of Loan Written OfT - -
Ciain on Termination of Lease - -
Other [neome - -
Total = =
Non Operating Expense
Particulars For the period ended For the period ended
Ashadh 32, 2082 Ashadh 31, 2081
Loan Writlen OIT - -
Redundaney Provision - -
Expense Of Restructuring - -
Total = -
Income Tax Expense
Particulars For the period ended For the period ended
Ashadh 32, 2082 Ashadh 31, 2081
Current Tax Expense
Current Year - -
Adjustments For Prior Years - -
Deferred Tax Expense (5.062,255) (4,753,990)
glr;‘?;f;:::: And Reversal Of Temporary (5,062.255) 995.776
Changes In Tax Rate - -
Et:::initiun Of Previously Unrecognized Tax ) (5.749.772)
Total Income Tax Expense (5.062,255) (4,753,990)
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4.39.1: Reconciliation of Tax Expense and Accounting Profit

4.40

3.
5.1

AT ST AT FEr ., -y, FEvE

For the period ended For the period ended
Ashadh 32, 2082 Ashadh 31, 2081

Profit Before Tax 3,061,018 (24.,466,692)
Tax Amount At Tax Rate OF 30 % - -

Add: Tax Effect Of Expenses That Are Not
Deductible For Tax Purpose - -
Less: Tax effect on exempt income - -
Add/{Less):Tax effect on NFRS adjustments - -
Less: Tax effect of expenses that are deductible
Jor tax purpose - -

Total Income Tax Expense - -

Effective Tax Rate "y 0%

Particulars

Previous year figures have been restated, where required.

Disclosure and Additional Information
Risk Management

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

Risk Management Commitiee:

The Risk Management Committee is an independent committee of the Board of Directors that has,
as 1ts sole and exclusive function, responsibility for the nsk management policies of the
Microfinance and oversight of implementation of risk management framework of Microfinance,
The committee assists the Board of Directors in fulfilling its oversight responsibilities with
regard to risk appetite that the Microfinance is able and willing to assume in its exposures and
business activities, risk management, compliance framework, and governance structure that
supports it. It periodicallyreviews the risk management process to ensure its integrity, accuracy,
and reasonableness. It also reviews whether the internal control and risk management system is
adequate or not to ensure well-ordered and prudent conduct of business. The committee 15 to
review the overall risk management structure and monitor the effectiveness of the risk
management system.
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Risk Governance

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

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

5.1.1. Liquidity Risk

Liquidity risk is the rizk to meet short term financial demands. This usually occurs due to the
inability to convert a security or hard asset to cash without a loss of capital and/or income in
the process. Liguidity risk arises because of the possibility that the Microfinance might be
unable to meet its payment obligations when they fall due, as a result of mismatches in the
timing of the cash flows under both normal and stress circumstances. Such scenarios could
occur when funding needed for liquid asset positions 15 not available to the Microfinance on
acceptable terms. Due to lack of liquidity, entities are not able to invest as per the demand of the
customer, they are not able to repay the savings and other legal obligations on time. Therefore,
the microfinance has managed the liquidity as per its requirement in time to prevent such a
situation.

5.1.2. Interest Rate Risk

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

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

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

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

5.1.3. Credit Risk

Credit risk 15 the probability that any creditor will not be able to repay the loan as per the
condition accepted by the borrower. Credit is the main wealth or sources of income of any
financial institution. The future of the financial institution is at stake when the borrower is
unable to repay the loan borrower had agreed at the time of taking the loan. Therefore, it is
necessary to study the impacting indicators to get information about the condition of the loan at
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risk. In order to prevent the loss of the loan invested and to minimize the risks related to it,
Standard loan disbursement procedure is followed to reduce the risk accordingly. Since every
emplovee involved in the process of approving the loan and investing will be assigned a
certain responsibility, the concerned employee will have to invest the loan realizing their
responsibility. The following procedures/practices have been followed:

. Analvze the Requirement and Repayment Capacity for the demanded loan,
*  Invest in loans based on disciplinary records of the borrower,

. Monitor utility of the borrowed fund in the following months of borrowing and ensuring
the fund is utilized forincome generating activities/businesses,

. Motivated members to increase savings,

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

o  Taking necessary documents of secured property, if collateral loan,

. Classify the loans and arrange the loss provision as per the directives of Nepal Rastra
Bank,

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

*  Continuously monitor and inspect the loan from the unit manager, branch manager and
monitoring level. Ifthe interest is not paid on time or with delay, the branch should report
to the monitoring, the monitoring to the regional manager and the regional manager to the
chief executive officer within 24 hours with detailed details.

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

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

5.1.4. Operational Risk

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

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

The following has been considered in market analysis:

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

e Attitude of the members towards the organization

s  Perception of other banks and financial institutions towards this microfinance
s Cost of service

¢  Fluctuations from changes in policy rules

e  Strategies adopted by other organizations to attract their customers

s  Customer dropout/retention rate

5.1.6. Institutional or Strategic Risk

Strategic risk is often a major factor in determining a company’s worth. particularly observable
if the company experiences a sharp decline in a short period of time. Due to this and its
influence on compliance risk, it 1s a leading factor in modern risk management. In order to
manage this risk, the following things has been considered:

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

«  Keeping abreast of the services provided by their competitors and their status.

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

«  Adoptling appropriate strategies in resource mobilization,
5.1.7. Internal Control Risk

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

The effectiveness of the Company's internal control system is reviewed regularly by the Board,
its Committees, Management and Internal Audit. The Audit Committee has reviewed the
effectiveness of the entity's system of internal control during the year and provided feedback to
the Board as appropriate. The entity has its own Internal Audit function to maintain
independency on the internal control system of institution. The Internal Audit Department
monitors compliance with policies/standards and the effectiveness of internal control structures
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across the Company through its program of business/unit audits. The Internal Audit function 1s
focused on the areas of greatest risk as determined by a risk-based assessment methodology.
Internal Audit reports are quarterly forwarded to the Audit Committee. The findings of all
audits are reported to the Chief Executive Officer and Business Heads for initiating immediate
colrective measures,

5.1.8. Compliance Risk

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

5.1.9. Fair value of financial assets and Liabilities

Fair value 1s a market-based measurement, not an entity specific measurement. For some assets and
liabilities, observable market transactions or market information might be available, For other assets
and liabilities, observable market transactions and market information might not be available.
However, the objective of a fair value measurement in both cases is the same — to estimate the price
at which an orderly transaction to sell the asset or to transfer the liability would take place between
market participants at the measurement date under current market conditions (i.e., an exit price at
the measurement date from the perspective of a market participant that holds the asset or owes the
liability).

Fair values are determined according to the following hierarchy:

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

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

Level 3-Level 3 inputs are unobservable inputs for the asset or liability. The following table shows
an analysis of financial instruments recorded at fair value by level of the fair value hierarchy:

i ' 2081-82 ' 2080-81
Particulars f . - . . .
_ Level I Level 1T Level Il Level I Level 1 Level 111
Quoted Equities -
Unguoted Equities
Duoted Mutual Funds - -
Total - -
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5.2. Capital management

The Microfinance's capital management policies and practices support its business strategy and
ensure that it is adequately capitalized to withstand even in severe macroeconomic downturns, The
microfinance 15 a licensed institution providing financial services therefore it must comply with
capital requirement of Nepal Rastra Bank.

(i} Qualitative disclosures

Nepal Rastra Bank has directed the Microfinance to develop own internal policy. procedures and
structures to manageall material risk inherent in business for assessing capital adequacy in relation to
the risk profiles as well as strategies formaintaining capital levels. This includes basic requirements
of having good governance, efficient process of managing all material risks and an etfective regime
for assessing and maintaining adequate capital. The Microfinance BODsapproved risk management
policies for proper governance. The Microfinance has developed a comprehensive ICAAP
document which is subject to review every year, The ICAAP has two major components; first 1s
an internal process to identify, measure, manage and report risks to which the microtfinance is
exposed or could be exposed in the future; and second is an internal process to plan and manage a
microfinance’s capital so as to ensure adequate capital. The microfinance prepares the ICAATP
report annually complying with the NRB requirement. The report is reviewed and analyzed by Risk
Management Committee and Board.

(i) Quantitative disclosures
Capital Structure and Capital Adequacy

*  Tier 1 Capital and a breakdown of its components:

Particulars Amount (NPR)

Paid Up Equity Share Capital 250,000,000
lrreﬂéema.lb.le.N.{m-éﬁmu-laﬁve .I.’ret;érence. gharen - - |
Share Premium -

| Proposed Bonus Equity Shares -

Statutory General Reserves 50.43.704
Retained Earnings (4,92.02,344)
Un-Audited Current Year Cumulative Profit -

Special Reserve Fund -
| Capital Adjustment Reserves | gl
| Dividend Equalization Reserves | -
| Capital Redemption Reserves Fund | -
I De.ferrﬂd Tax Reserve . 2269382 |
| Less: Goodwill | -
| Less: Intangible Assets | -
| Less: Fictitious Assets | -
I Less: Deferred Tax Assets I (22,69,382)
. Less: Investment In Equity of Licensed Financial Institutions . ol

Less: Investment In Equity of Institutions with Financial Interests -
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Particulars | Amount (NPR)
Less: Investment In Equity of Institutions in Excess of Limits | 5
| Less; Investments Anising Out of Underwriting Commitments | =
. Less: Purchase Of Land & Building in Excess of Limit & Utilized . -
| Less: Reciprocal Crossholdings | -
. Less: Other Deductions - | <]
' Total Tier 1 Capital | 20,58,41,360

# Tier 2 Capital and a breakdown of its components:

Particulars _ Amount (NPR)

General Loan Loss Provision 98.51.614 I
" Additional Loan Loss Provision | -
I Cumulative And/Or Pedeemable Preference Share I 5 |
' Subordinated Term Debt | =
. Hybrid Capital Instruments I =]
I Exchange Equalization Reserves I =
| Investments Adjustment Reserves . )
| Assets Revaluation Reserves I =
' Special Reserve Fund | <]
' Total Tier 2 Capital ' 98,51.614

&  Total Qualifying Capital

_ Particulars Amount (NPR)

| Core Capital (Tier 1) ' 20,58.41,360
. Supplementary Capital (Tier 2) I 08,51,614

' Total Capital Fund ' 21,56,92,974

« Statement of Risk Weighted Assets (RWA)At the month end of Ashadh, 2082
A.  On-Balance-Sheet Items

Description Weight (%) gﬁ:::t 1{’; ';;"{: RWA

Cash Balance i 9.19.948
Gold (Tradable) i =
Nrb Balance

-
Z

| Investment To Govt. Bond
- Investment To Nrb Bond

| Loan Against Own Fd

: Loan Against Govt, Bond

Accrued Interests on Govt. Bond

L= T - R O i I T T O ]
=== = = = =]
i

Investment To Youth and Small
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S.N. Description Weight (%) i‘:;fl':; ?;';"R‘; RWA

' Entreprencurs Self-Employment Fund

f [BalaoseOn Domeatse Hivks and 20 1642,59.476  3.28.51.895
Financial Institutions

1 Loan Against Other Banks' and 20 |
Financial Institutions' Fd

12 Foreign Bank Balance 20 -

13 Money At Call 20 -

Loan Against Internationally Rated

4 | Bank Guarantee A i
Investment To Internationally Rated
15 20 -
Banks
16 Inter-Bank Lending 20 -
17 Investment On 100 i
Shares/Debentures/Bonds
1%  Other Investments 100 -
i [Loansiseatdvances, Bk 100 3,38,72,73.071 | 3.38,72,73,071
Purchase/Discount
200 | Fixed Assets 100 3,60,31,534 3,60,31,534
9] Net In{crest Receivables (Toral Ir - 8 - 100 5.17.75.969 5.17.75.969
Interest Supsense)
22 | Net Non-Banking Asset 100 -
3 Other Assets (Except Advance Tax 100 64.13.892 64.13.892
Payment)
24 Real Estate/Residential Housing Loans 150 g
Exceeding the Limits
Total On-Balance-sheet Items (A) _ 3,64.66.73.890 _ 3.51,43,46.361 _
B. Off-Balance-Sheet ltems
. T
S.N. Deicription (f;g}]‘ Amount (N\PR)  RWA
(1)
1 Bills Collection 0 I - &t
2 Forward Foreign Exchange Contract 10 - -
3 L/C With Maturity Less Than Six 20
Months (Outstanding Value)
i Guarantee Against International Rated 20
Bank'S Counter Guarrantee
5 L/C With Maturity More Than Six 50
Months (Outstanding Value)
Bid Bond, Performance Bond and
f g 50 - -
Underwriting
Loan Sale with Repurchase
7 50 - -
Agreement
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13
14
15

16

Description “;ff}ht Amount (NPR)  RWA
Advance Payment Guarantec 100 - -
' Financial And Other Guarantee 100 - -
' Irrevocable Loan Commitment 100 - -
' Possible Liabilities for Income Tax 100 - -
" All Types of Possible Liabilities
Including Acceptance 100 i i
Rediscounted Bills 100 - -
- Unpaid Portion of Partly Paid Share 100 i i
Investment
- Unpaid Guarantee Claims 200 - -
' Amount To Be Maintained for
Operational Risk (2% Of Total 100} 7.29.33,478 7,29,33. 478
Assets)
' Total Off-Balance-sheet Items (B) 72933478 72933478
Total Risk Weighted Assets (A) + 37196,07.368 | 3.58.72.79.839

(B

s  Minimum Capital Fund to be Maintained based on the Risk Weighted Assects

Minimum capital Fund to be maintained based on Risk

Weighted Assets:

MMinimum Capital Fund Required (8.0 % of EWA)

| Minimum Core Capital Required (4.0 % of RWA)

I Capital Fund maintained (in %)
Core Capital maintained {(in %)

(iii) Compliance with Regulatory Capital Requirement

Percentage

8.00% |
4.00% |
6.01%
5.74%

As per the Unified Directives issued by Nepal Rastra Bank, the Microfinance is required to
maintain a minimum Capital Adequacy Ratio (CAR) of 8 percent of its risk-weighted assets and
minimum Core Capital of 4 percent, on an ongoing basis.

As at 31st Ashadh, 2082, the Microfinance’s Capital Adequacy Ratio was 6.01 percent, which is
below the mimimum level prescribed, whereas the Core Capital Ratio was 5.74 percent is in

compliance with the regulatory requirement,

Subsequent to the reporting date, the Microfinance has undertaken appropriate corrective measures,
and has achieved compliance with the preseribed Capital Adequacy Ratio prior to the date of
approval of these financial statements.

Management expects that the Microfinance will continue to maintain the required capital adequacy
levels in future periods.
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5.3. Classification of Financial Assets and Financial Liabilities

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

As on Ashadh End 2082

Particulars

Amortized

Cost(NPR) | TYIEL

FVTOCI

Total (NPR)

Financial Assets

Cash and Cash Equivalents

14.55,74,578

14,55,74,578

Statutory Balances & due from

NRB

Placement with Bank and
Financial Institutions

1,96,04,847 |

1,96,04, 847

Derivative Financial
Instruments

Other Trading Assets

Loans and Advances to MFIs
& Co-operatives

Loans and Advances to
Customers

3,34,70,29,155 |

3,34.70,29,155

Investment Securities

Investment in Subsidiaries

Investment in Associates

Investment Property

Other Assets

27.71,643

27.71,643

Total Financial Assets

Financial Liabilities

3.51.49.80,223

3,51.49,80,223

Due to Bank and Financial
Institutions

Due to Nepal Rastra Bank
Dierivative Financial
[nstruments

Deposits from Customers
Borrowings

| 2,91,89,19,500

15.85,74.675

35,85,74.675
2,91,89,19,500

Other Liabilities

3,26,02,918 |

3,26,02,918

Debt Securities Issued

Taotal Financial Liabilities

% | 1 wfadmT toat/0a3

| 3,31,0097,093

3,31,00,97,093
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5.4.

Impairment Loss under ECL model as per NFRS

T As on Ashadh End 2082
Stage 1 Stage 2 Stage 3 Total (NPR)

.Luans & Advances to “ - .

customers at amortized cost

Agriculture Loan 42,562 42,562

Business Loan 622622453 63096883  7.99.40,503 76,56.59,839

Consumer Loan 7,554 . - 3,24 730 - 332284 |

Emergency Loan . 3,314 | 3,317 .

General Loan | 1822820305 99669729 229708615 2152198649

Individual Loan | 2837.51785| 30362530 25215401 339320716

Micro Enterprise Loan 8.78,11375| 132,60633|  94,38,185 11,05,10,193

Seasonal Loan 125.69.772| 38096 3577.996 1,69,85,863 |

2829583243 20,7227871 348251309  3,38,50.62.423
Loss Allowance 11398253 12877.289|  3,55,09.295 5.97.84.837
Carrying Value | 2,81,81,84,990 194350582 312742014 332,577,586
PR I As on Ashadh End 2081
I Stage 1 Stage 2 Stage 3 Total (NPR) |

Loans & Advances to

customers at amortized cost
| Agriculture Loan 133,082 61,289 194371 |
Business Loan 51,32,49.522| 10,6821282  2,85.36,035 64,86,06,838 |
| Consumer Loan 1,36,632 | 86411 227489 450,533
| Emergency Loan | 12,938 - 3317 - 16,255 |
General Loan 800848953 | 260187104 113383671 1264419728
| Individual Loan 6,67.64277| 42105122 14963234 12,38,32,632 |
| Micro Enterprise Loan 561,62,004| 16728541 4726200 7,76.16,954|
| Seasonal Loan 6573439 1069162  25.94,368 1,02,36,970
' 153.37,35.028  42,7143,641 164495612 2,12,53,74.281
| Loss Allowance 61,32,795  1,87,07,178 | 1,95,26,672 4,43,66,644
| Carrying Value 152,76,02,233  40,84,36,464  14,49,68.940  2,08,10,07,637

AT ST AT FEr ., -y, FEvE
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Details of Collective and Individual Impairment
 Ason AshadhEnd  As on Ashadh End

ERe _ 2082 _ 2081 |

Collective Impairment 4,73.77.371 4,06,53,3600
' Stage | ' 1,13,98.253 | 61,32,795 |
| Stage 2 | 1,28,77.289 | 1.87,07.178 |
' Stage 3 ' 3,55,00,205 | 1,95.26,672 |
. Indiviudal Impairment - = =
I Stage | I 5] =
I Stage 2 I | - |
| Stage 3 | - | )
' Total Expected Credit Loss ' 5.97,84,837 | 4,43,66,644

Indvidual impairment has not been calculated for Stage 3 loans and only collective impairment has
been calculated for all the loans and advances to customers at amortized cost.

Financial Gross Carryving Amount ECL Provision
Statement ' ' ' ' '
Yicins Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3

| Loans and
advances to | 2866407951 222179865 348251309 | 1,]3.98253 12877.280 | 3,550,295
CUustomers
1Lﬂal’i
| Commitments
:Finanf.:ial
guarantee
contracts
?ﬂthem
| Total 2,86,6407,951  2221,79865 348251309 1,1398253  128.77,289  3.55,09,295

Regulatory Provision

Financial o ;
NRB Regulatory Provision ECL Coverage Ratio
Statement S & Coverage Ratio

Items Stage 1 Stagel- Stage 3  Stagel Stagel Stagel Stagel I Stage?  Stagel

.I-_:I:).:lﬂﬁ and

advances to T3.04,053 | 5076046 | 79639786 | 0.40% S580% | 1020%  025% 2.28%  228T%
customers

Loan

Commitments

Financial |

guarantee

contracts

Others

Total T3,04,053 | 50.76,046 | 79639786 0.40%  S.80%  1020% 0.25% 2.28% 12.87%
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5.5. Operating Segment information
5.5.1. General information

A component of the Microfinance that engages in business activities from which it may earn
revenues and incurlosses, including revenue and expenses that relate to transactions with any
other components of the microfinance, whose operating results are reviewed regularly by the
management to make decisions about resources allocation to each segment and assess its
performance, and for which discrete financial information is available is termed as operating
segment.
Though the Microfinance has reportable segments as per NFRS &, information relating to the
operating segments has not been disclosed due to difficulty in allocation of common
EXpEnses.

5.5.2. Infermation about major customers
The Microfinance does not have any customer, which generate more than 10% of the entity’s
Tevenue.

5.6. Share options and share based payment

The Microfinance does not extend the share options and share based payment to any of its
employees. Thus, during the reporting period the Microfinance does not have any the
transactions that are to be accounted as per NFRS 2 “Share Based Payments™.

5.7. Contingent liabilities and commitment

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

5.8. Related Party Disclosures
5.8.1. List of Directors and Key Managerial Personnel

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

| S.N. Name Relationship
1 | Buburam Thapa ' Charmain

2 | Bhojraj Bhattarai Director

3 | Prabin Jha Director

4 | Chhabindra Nath Sharma Director

5 | Keshav Thapa Independent Director

6 | Neemu Sherpa ' Director

7 | Umesh Dahal Public Director

R | Narayan Prasad Prasai ' Public Director

Key Management Personnel:

Tejendra Sharma Lamsal : Chief Executive Officer

AT ST AT FEr ., -y, FEvE TN wfa=T, 20t /023 | 59,



5.8.2. Transactions with and Payments to Directors & Key Managerial Personnel

Board of Directors Allowances and Facilities are stated as follows

4

‘_ S.N. ‘ BOD Members Name | T“mﬁﬂg;‘: ot
1. Baburam Thapa 60,000
" 2. Bhojraj Bhattrai | 60,000 |
| 3. Prabin Jha ' 55,000
| 4. | Kesav Thapa . 60,000 .
I 5. . Neemu Sherpa . 0,000 I
| 6. | Umesh Dahal | 60,000 |
|7 Marayan Prasad Prasai . 55,000 '
' &  Chhabindra Nath Sharma - 5.000 .
Total | 415,000

5.9, Additional disclosure of non-consolidated entities

The microfinance doesn’t have any subsidiaries & associates. So, additional disclosure is not
required.

5.10. Events after reporting date

No events other than finalization of profit figures and determination of amounts for Income
Tax, Staff Bonus and Related Appropriations are observed which require the adjustment as per
MNAS 10 "Events occurring after Reporting Period".
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Management Team

Chief Executive Officer

d»

Mr. Resham Neupane
Deputy Chief Executive Officer

Mr. Krishna Bahadur Khadka  Mr. Biratpati Nath Gachhadar Mr. Top Bdr. Thapa

Chief of Human Resource & Chief of Credit & Chief of Operation/
Training Department Recovery Deparfrment Monitaring/Finance Department

D J
b o
Mr. Manish Shrestha Mr. Roshan Dangi Mr. Indra Prasad Pandey
Chief of Information Chief of General Service Chief of Internal Audit
Technology Deparément Department Department

Monitoring Team

-
\ . y
o g

Mr. Manoj Acharya Mr. Manoj Kumar Thakur
Bhurigau Area Rupani Area

doh) *

Mr. Manoj Thapa Magar  Mr. Shiva Kumar Thakur Mr. Hemraj Gelal
Dhalkebar Area Jhumka Area Damak Area
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