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Deprosc Laghbitta Bittiya Santha Limited
Comparison of Unaudited Financial Stetment as of FY 2074 / 075
Rs,000
SNo. Particulars As per Unaudited | As per AuditedFinancil variance Reasons for Variance
Financial Stetement Statement In Amount | In %
1.00 | Total Capital & Liabilities (1.1to 1.7) 8,647,780 8570967  (76,813.00)  (0.90) Tax Liabilitiesansd Provision amount sho
1.10 | Paid up Capital 703,100 773410 70,310.00 9.09
1.20 | Reserve and Surplus 517,189 362,545 (154,644.00) (42.66) Adjustment made for P/L appropriation
1.30 | Debenture and Bond - - -
1.40 | Borrowing 4,658,793 4,656,772 (2,021.00]  (0.04) Adjustment Borrowing
1.50 | Deposit (a+b) 2410393 2,410,393 - -
a) members 2410393 2,410,393 -
b) Public - -
1.60 | Income Tax Liabilities - - - -
1.70 | Other liabilities 358,305 367,847 9,542.00 2.59
2.00 | Total Assets (2.1t0 2.7) 8,647,780 8,570,968 (76,812.00)  (0.90)[ Tax Liabilities amount shown in Net
2.10 | Cash and Bank Balance 592,104 602,715 10,611.00 1.76 | IBT Reconciliation made
2.20 | Money of call and Short Notice - - - -
2.30 [ Investment 2,010 2,000 (10.00 - | Netted
240 | Loan and advances 7,756,178 7,754,296 (1,882.00]  (0.02)
2.50 | Fixed assets 31,450 31,554 104.00 033
2.60 | Non Banking assets - - -
2.70 | Other assets 266,038 180,403 (85,635.00) (47.47) Netted
3.00 | Profit & Loss account -
3.10 | Interest Income 1,155,646 1,148,931 (6,715.00]  (0.58)[ Category Channged
3.20 | Interest Expence 529,856 538,776 8,920.00 1.66 | Reconcilled
A Net Interest Income (3.1-3.2) 625,790 610,155 (15,635.00) (2.56)
3.30 | Fees, Commission and Discount - - - -
3.40 | Other Operating Income 127,983 127,649 (334.00]  (0.26) Category Channged
3.50 | Foreign Exchange Gain +Loss (Net) - -
B Total Operating Income ( A+3.3+3.4+3.5) 753,773 737,804 (15,969.00) (2.16)
3.60 | Staff Expences 268,195 261,170 (7,025.00]  (2.69) Reconciliation made
3.70 | Other Operating Expence 72,888 75,296 2/408.00 3.20
C. operating Profit Before Provision ( B-3.6-3.7) 412,690 401,338 (11,352.00) (2.83)
3.80 | Provision for possible losses 107,594 110,259 2,665.00 242
D Operating Profit (C-3.8) 305,096 291,079 (14,017.00)  (4.82)
3.90 | Non operating Income /Expense ( Net) - 390 390.00
3.10 | Write Back of Provision for possible Loss 69,411 69,995 584.00 083
E Profit from Regular Activities ( D+3.9+3.10) 374,507 361,464 (13,043.00) (3.61)
3.11 | Extraordinary Income /Expences ( Net) 44 44 - - | Capital Gain Included
F Profit Before Bonus and Taxes (E+3.11) 374,551 361,508 (13,043.00) (3.61)
3.12 | Povision for staff Bonus 34,050 32,865 (1,185.00] (3.61)
3.13 | Provision for Tax 102,150 104,077 1,927.00 1.85 | Income Tax Adjustment upto last Year
3.14 | Differ Tax - 1,995 1,995.00| 100.00| Calculation of Differ Tax
G Net profit /Loss ( F-3.12-3.13) 238,351 226,561 (11,790.00
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Deprosc Laghubitta Bittya Sanstha Limited
Unaudited Financial Results ( Quarterly )
As of 4th Quarter (2074) the Fiscal Year 2074 / 2075
Rs ,000
SNo. . This Quarter Ending Previous ngrter Ending | Corresponding Pre\./ious year Quarter
Particulars Chaitra Ending
1.00 | Total Capital and Liabilities (1.1to 1.7) 8,647,780 7,930,981 6,064,224
1.10 | Paid up Capital 703,100 703,100 606,121
1.20 | Reserve and Surplus 517,189 459,072 451,986
1.30 | Debenture abd Bond - - -
1.40 | Borrowing 4,658,793 4,236,022 3,072,220
1.50 | Deposit (a+b) 2,410,393 2,171,099 1,673,627
a) members 2,410,393 2,171,099 1,673,627
b) Public -
1.60 | Income Tax Liabilities - - -
1.70 | Other liabilities 358,305 361,688 260,270
2.00 | Total Assets (2.1t0 2.7) 8,647,780 7,930,981 6,064,224
2.10 | Cash and Bank Balance 592,104 470,386 412,960
2.20 | Money of call and Short Notice - -
2.30 | Investment 2,010 2,010 2,010
2.40 | Loan and advances 7,756,178 7,110,246 5,447,846
2.50 | Fixed assets 31,450 26,441 23,874
2.60 | Non Banking assets - - -
2.70 | Other assets 266,038 321,398 177,534
3.00 | Profit & Loss account Up to this Quarter Up to Previous Quarter e COFYT‘::I:g::l;grPTGVIOUS
3.10 | Interest Income 1,155,646 812,928 891,648
3.20 | Interes Expence 529,856 358,048 286,186

A Net Interest Income ( 3.1-3.2) 625,790 454,880 605,462
3.30 | Fees, Commission and Discount - - -
3.40 | Other operating Income 127,983 83,927 79,950
3.50 | Foreign Exchange Gain /Loss (Net) - -

B Total Operating Income ( A+3.3+3.4+3.5) 753,773 538,807 685,412
3.60 | Staff Expences 268,195 180,403 184,920
3.70 | Other Operating Expence 72,888 51,540 63,035

C. operating Profit Before Provision ( B-3.6-3.7) 412,690 306,864 437,457
3.80 | Provision for possible losses 107,594 76,753 85,188

D Opereting Profit (C - 3.8) 305,096 230,111 352,269
3.90 | Non operating Income / Expense ( Net) - (1,152)
3.10 | Write Back of Provision for possible Loss 69,411 48,855 61,893

E Profit from Regular Activities ( D+3.9+3.10) 374,507 278,966 413,010
3.11 | Extraordinary Income /Expences ( Net) 44 27 127

F Profit Before Bonus and Taxes ( E+3.11) 374,551 278,993 413,137
3.12 | Povision for staff Bonus 34,050 25,363 37,558
3.13 | Provision for Tax 102,150 76,089 112,674

G Net profit / Loss ( F-3.12-3.13) 238,351 177,541 262,905

At the End of this At the End of Previous At the End of Corresponding Previous
4.00 | Ratios Quarter Quarter Year Quarter
4.10 | Capital Fun to RWA 14.92 15.30 19.14
4.20 | Non performing Loan ( NPA) to Total Loan 0.75 0.79 0.72
4.30 | Total Loan Loss Provision to toal NPL 204.46 194.40 209.83
4.40 | Cost of Funds 10.67 10.01 9.08

LS

A aftier ATTRUT TT, aTftier Ufeaga ama. 9008 /00y



Financial Statements as per

Nepal Financial Reporting Standards of
FY. 2074/075






=) SUiea aigfda fadier dzen fafies
=y Deprosc Laghubitta Bittiya Sanstha Limited
(FUTE T FHATE B BT TS WO )

S R PANDEY & cﬂ 2nd Floor, House No. 2979/33 Tel.: 977-1-4720983, 2104700

Nabil Galli, Maharajgunj Fax: 977-1-4720983
Chartered Accountants P. O. Box No. 2343 e-mail: info@srp.com.np
Kathmandu, Nepal

REPORT OF THE INDEPENDENT AUDITORS
TO THE SHAREHOLDERS OF DEPROSC LAGHUBITTA BITTIYA SANSTHA LIMITED

1. We have audited the accompanying financial statements of Deprosc Laghubitta Bittiya Sanstha Limited (earlier
named as Deprosc Laghubitta Bikash Bank Limited) which comprise the Statement of Financial Position as at Ashad
32, 2075 (July 16, 2018), the Statement of Profit or Loss Account, Statement of Comprehensive income, Statement of
Changes in Equity and Statement of Cash Flow for the year then ended, and a Summary of Significant Accounting

" Policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

2. Management is responsible for the preparation and fair presentation of these financial Statements in accordance with
Nepal Financial Reporting Standards. This responsibility includes: designing, implementing and maintaining internal
control relevant to the preparation and presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Nepal Standards on Auditing. Those Standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our professional judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we -
consider the internal control relevant to the micro finance’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of micro finance's internal control. An audit also includes evaluating the appropriateness
of the accounting policies used and the reasonableness of accounting estimates made by the management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained are sufficient and appropriate to provide a basis for our audit
opinion.
Opinion

4. In our opinion, the accompanying financial statements give a true and fair view, in all material respects, the financial
position of Deprosc Laghubitta Bittiya Sanstha Limited as at Ashad 32, 2075 (16 July, 2018) and of the results of
its financial performance and its cash flows for the year then ended in accordance with Nepal Financial Reporting
Standards and The Company Act, 2063.

Report on Other Legal and Regulatory Requirements
5. On the basis of our examination, we would like to further report that:
i We have obtained all the information and explanations, which were considered necessary for the purpose for our
audit.
ii.  The financial statements are in agreement with the books of account maintained by the micro finance.
iii.  In our opinion, proper books of accounts as required by the law have been kept by the micro finance.

iv.  During our examination of the books of account of the micro finance, we have not come across the cases where
the Board of Directors or any member thereof or any representative or any office holder or any employee of the
micro finance has acted contrary to the provisions of law or caused loss or damage to the micro finance.

V.  The operations of the micro finance are within its jurisdiction.

vi. The micro finance has not acted in a manner to jeopardize the interest and security of the depositors and
shareholders.

vii. The returns received from branches of the microfinance, though the statements are independently not audited
were adequate for the purpose of our audit, and
viii. We have not come across any fraudulence in the accounts, so far as it appeared from our examination of the

book.
: WAL
. CA Sud: n Raj Pandey

Senior Partner

Place: Kathmandu
Date: 2075/08/12
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Deprosc Laghubitta Bittiya Sanstha Limited
Statement of Financial Position
As on 32nd Ashad 2075

NPR
Restated Restated
Particulars Notes 32 Ashad 2075 31 Ashad 2074 1st Shrwan 2073
Assets
Cash and cash equivalent 4.1 602,715,478 412,526,405 358,744,093
Due from Nepal Rastra Bank 4.2 = - -
Placement with Bank and Financial Institutions 4.3 - - -
Derivative financial instruments 4.4 - - -
Other trading assets 4.5 = - -
Loan and Advances to B/FIs 4.6 - - -
Loans and advances to customers 4.7 7,838,115,685 5,515,763,211 3,980,698,492
Investment in securities 4.8 2,010,000 2,010,000 10,000
Current Tax Assets 4.9 7,220,704 - -
Investment in subsidaries 4.10 = _ _
Investment in Associates 4.11 - _ _
Investment property 4.12 - - -
Property and equipment 4.13 30,680,969 22,795,498 19,266,774
Intangible Assets 4.14 872,785 1,075,760 151,671
Deferred tax assets / (liability) 4.15 - - -
Other assets 4.16 158,516,623 158,099,869 132,240,215
Total Assets 8,640,132,244 6,112,270,743 4,491,111,245
Liabilities and Equity
Liabilities
Due to Bank and Financial Institutions 4.17 4,654,967,731 3,068,992,147 2,503,400,557
Due to Nepal Rastra Bank 4.18 1,804,060 3,100,724 4,673,696
Derivative Financial instruments 4.19 = - -
Deposit from customers 4.20 2,410,393,159 1,673,626,880 1,163,489,095
Borrowings 4.21 = - -
Current Tax Liabilities 4.9 - 607,909 1,799,190
Provisions 4.22 = - -
Deferred tax assets / (liability) 4.15 13,548,244 8,231,983 3,595,266
Other liabilities 4.23 252,531,653 214,038,830 168,152,901
Debt securities issued 4.24 o -
Subordinated Liabilities 4.25 = - -
Total liabilities 7,333,244,847 4,968,598,473 3,845,110,705
Equity
Share Capital 4.26 703,100,402 606,121,036 257,923,845
Share premium = - 5,015,785
Retained earning 309,077,129 294,888,728 218,536,587
Reserves 4.27 294,709,866 242,662,506 164,524,323
Total equity attributabe to equity holders 1,306,887,397 1,143,672,270 646,000,540
Non-controlling interests - - -
Total equity 1,306,887,397 1,143,672,270 646,000,540
Total equity and liabilities 8,640,132,244 6,112,270,743 4,491,111,245
Contingent liabilities and commitment 4.28 - - -
Net assets value per share 185.87 188.69 250.46

Deepak Khanal Yagya Prasad Sharma Vrigu Rishi Duwadi
Chairman Director Director

As per our report of even date

Rita Paudel Ramesh Kumar Raghubanshi Pratap Subedi
Director Director Director

Sudarshan Raj Pandey
Senior Partner
S.R. Pandey & Co.
Chartered Accountants

Naresh Man Pradhan Amraj Khadka
Director CEO

Puspa Raj Adhikari
Head, Finance & Account Department

Date: 2075/08/12
Place: Kathmandu
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Deprosc Laghubitta Bittiya Sanstha Limited
Statement of Profit or Loss
for the period from 1st Shrawan 2074 - 32nd Ashad 2075

Restated
Notes 2074-75 2073-74
NPR NPR

Interest Income 4.29 1,167,152,107 910,559,033
Interest Expense 4.30 (538,775,806) (289,758,881)
Net interest income 628,376,301 620,800,152
Fees and Commission Income 4.31 127,648,880 79,953,724
Fees and Commission Expense 4.32 196,515 269,207
Net fee and Commission income 127,452,365 79,684,517
Net interest fee and commission income 755,828,666 700,484,669
Net Trading Income 4.33 - -
Other Operating Income 4.34 390,258 -
Total operating income 756,218,924 700,484,669
Impairment charge/(reversal) for loans and other losses 4.35 (40,263,760) (24,161,325)
Net Operating income 715,955,164 676,323,344
Personal Expense 4.36 264,970,968 219,432,638
Other Operating Expenses 4.37 67,868,740 55,839,575
Depreciation and amortisation 4.38 7,511,541 6,316,006
Operating expenses 340,351,249 281,588,219
Net operating Profit 375,603,915 394,735,125
Non operating income 4.39 43,852 126,795
Non operating expense 4.40 - (1,152,451)
Profit before income tax 375,647,767 393,709,469
Income tax expense 4.41

Current tax

(104,077,283)

(120,542,695)

Deferred tax income / (expense) (6,921,400) (4,671,234)
Profit for the year 264,649,084 268,495,541
Profit attributable to:

Non-controlling interests - -
Equity shareholders of the bank 264,649,084 268,495,541
Profit for the period 264,649,084 268,495,541
Earnings per share:

Basic earnings per ordinary share (NPR) 37.64 46.06
Earning per share (NPR) (Restated) - 39.49

Deepak Khanal Yagya Prasad Sharma Vrigu Rishi Duwadi As per our report of even date

Chairman Director Director
Rita Paudel Ramesh Kumar Raghubanshi Pratap Subedi Sudarshan Raj Pandey
Director Director Director Senior Partner

S.R. Pandey & Co.
Chartered Accountants

Puspa Raj Adhikari
Head, Finance & Account Department

Naresh Man Pradhan Amraj Khadka
Director CEO

Date: 2075/08/12
Place: Kathmandu
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Deprosc Laghubitta Bittiya Sanstha Limited
Statement of Other Comprehensive Income
for the period from 1st Shrawan 2074 - 32nd Ashad 2075

Restated
Notes 2074-75 2073-74
NPR NPR
Profit for the year 264,649,084 268,495,541
Other comprehensive income:
Fair value reserve (investment in equity instrument):
Net change in fair value
Net amount transferred to profit & loss
Net gain(Loss) on revaluation - -
Actuarial (losses)/gains on retirement benefit obligations 5,350,464 115,055
Income tax relating to all components of Other Comprehensive Income (1,605,139) (34,517)
Other comprehensive income for the year, net of taxation
Total comprehensive income for the year 268,394,408 268,576,079
Total comprehensive income attributable to:
Non-controlling interests - -
Equity shareholders 268,394,408 268,576,079
Total Comprehensive income for the period 268,394,408 268,576,079

Deepak Khanal
Chairman

Yagya Prasad Sharma
Director

Rita Paudel
Director

Ramesh Kumar Raghubanshi
Director

Naresh Man Pradhan
Director

Amraj Khadka
CEO

Date: 2075/08/12
Place: Kathmandu

Vrigu Rishi Duwadi As per our report of even date

Director

Sudarshan Raj Pandey
Senior Partner
S.R. Pandey & Co.
Chartered Accountants

Pratap Subedi
Director

Puspa Raj Adhikari
Head, Finance & Account Department
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Deprosc Laghubitta Bittiya Sanstha Limited
Statement of Cash Flows
for the period from 1st Shrawan 2074 - 32nd Ashad 2075

Cash flows from operating activities
Loss / (profit) before taxation
Adjustments for non-cash items and non operating adjustments

Depreciation & Impairment of PPE

Gain on disposal of assets

Dividend income
Actuarial losses/(gains) on retirement benefit obligations
Chanages in Operating assets and Liabilities

Change in operating assets

Restated
Notes 2074-75 2073-74
NPR NPR
375,647,767 393,709,469
7,511,541 6,316,006
(390,258) -
(5,350,464) (115,055)

(2,322,769,228)

(1,560,924,373)

Change in operating liabilities 2,358,438,022 1,118,430,670

Other Assets
Contributions to defined benefit schemes - -
Amount paid from Reserves (5,270,476)
Taxes paid (111,905,896) (121,733,976)
Net cash from operating activities 295,911,008 (164,317,259)
Cash flows from investing activities
Purchase of property, plant and equipment (15,554,953) (10,768,819)
Disposal of property, plant and equipment 751,174 -
Investment in subsidiaries, associates & joint ventures - -
Purchase of investment securities - (2,000,000)
Disposal and maturity of investment securities =
Dividends received from investment in securities = -
Net cash used in investing activities (14,803,779) (12,768,819)
Cash flows from financing activities
Issue of ordinary and preference share capital, net of expenses = 276,344,436
Borrowings -
Dividends paid to ordinary shareholders, net of scrip (90,918,155) (45,476,046)
Net cash (used in)/from financing activities (90,918,155) 230,868,390
Net increase/(decrease) in cash and cash equivalents 190,189,074 53,782,312
Cash and cash equivalents at beginning of year 412,526,405 358,744,093
Effect of exchange rate changes on cash & cash equivalents - -
Cash and cash equivalents at end of year 602,715,479 412,526,405

Deepak Khanal Yagya Prasad Sharma

Vrigu Rishi Duwadi

As per our report of even date

Chairman Director
Rita Paudel Ramesh Kumar Raghubanshi
Director Director

Naresh Man Pradhan
Director

Date: 2075/08/12
Place: Kathmandu

Amraj Khadka
CEO

Director

Pratap Subedi Sudarshan Raj Pandey
Director Senior Partner
S.R. Pandey & Co.
Chartered Accountants

Puspa Raj Adhikari

Head, Finance & Account Department
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Notes to the Financial Statements
Deprosc Laghubitta Bittiya Sanstha Limited
For the year ended 32"Y Ashad, 2075

1. General Information

Deprosc Laghubitta Bittiya Sanstha Limited is a National Level Microfinance Institution
domiciled in Nepal, registered as a Public Limited Company under Companies Act 2063 &
Banking and Financial Institution Act, 2063. The registered address of the microfinance is
located at Narayangarh, Chitwan Nepal. Deprosc Laghubitta Bittiya Sanstha Limited is listed
on Nepal Stock Exchange and is trading under the code “"DDBL"”. Deprosc is involved in
deprived sector lending in national level.

2. Basis of Preparation

2.1 Statement of Compliance

The financial statements have been prepared in accordance with Nepal Financial Reporting
Standards (NFRS) issued by the Accounting Standards Board of Nepal on 13th September
2013.

NFRS conform, in all material respect, to International Financial Reporting Standards (IFRS)
as issued by the International Accounting Standards Board (IASB).

2.2 Reporting Period and Approval of financial statement
The Microfinance follows the Nepalese financial year based on the Nepalese calendar.

The accompanied financial statements have been approved by the Board of Directors on its
meeting held on Mangsir 12, 2075 and have been recommended for adoption by
shareholders in the Annual General Meeting.

2.3 Functional and Presentation currency & Presentation of Assets and Liabilities

Financial statements are denominated in Nepalese Rupees, which is the functional and
presentation currency of the microfinance.

The statement of profit or loss has been prepared using classification ‘by nature’ method.
The cash flows from operation within the statement of cash flows have been derived using
the indirect method.

2.3.1 Current and Non-Current distinction

For presentation of the statement of financial position assets and liabilities have been
bifurcated into current and non- current, by their respective maturities and are disclosed in
the notes.

v Assets

Apart from the property and equipment and deferred taxes assets all the assets are taken
as current assets unless specific additional disclosure is made in the notes for current and
non-current distinction.

v"  Liabilities

Apart from the defined benefit plan obligations all the liabilities assets are taken as current
liabilities unless specific additional disclosure is made in the notes for current and non-
current distinction.

2.4 Use of Estimates, assumption and judgments

The Microfinance, under NFRS, is required to apply accounting policies to most appropriately
suit its circumstances and operating environment. Further, the Microfinance is required to
make judgement in respect of items where the choice of specific policy, accounting estimate

Tl arftics YrRUT JHT, aTfdier wfdaes STa. 098 /09y %9
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or assumption to be followed could materially affect the financial statements. Later on this
may be determined that a different choice could have been more appropriate.

NFRS requires the Microfinance to make estimates and assumptions that will affect the
assets, liabilities, disclosure of contingent assets and liabilities, and profit or loss as reported
in the financial statements.

The Microfinance applies estimates in preparing and presenting the financial statements. The
estimates and underlying assumptions are reviewed periodically. Revision to accounting
estimates are recognised in the period in which the estimates is revised, and are applied
prospectively.

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

2.5 New standards in issue but not yet effective

The standards and interpretations that are issued, but not yet effective, upto the date of
issuance of the Microfinance’s financial statements are disclosed below. The Microfinance
intends to adopt these standards, if applicable, when they become effective.

v' IFRS 9 — Financial Instruments

IFRS 9 — Financial Instruments having expected credit loss model has been issued and
effective from 1st January 2018 internationally but is not yet pronounced by The Institute of
Chartered Accountants of Nepal (ICAN). For the reporting of financial instruments, NAS 32
Financial Instruments, Presentation, NAS 39 Financial Instruments Recognition and
Measurements and NFRS 7 Financial Instruments — Disclosures have been applied.

A number of new standards and amendments to the existing standards and interpretations
have been issued by IASB after the pronouncements of NFRS with varying effective dates.
Those become applicable when ASB Nepal incorporates them within NFRS.

A significant impact on classification and measurement including impairment of financial
instruments, will arise as a result of application of IFRS 9.

2.6 New Standards and Interpretation not adopted

Although IFRS 9 is applicable internationally from 15t of January 2018, it has not been applied
as it is yet to be adopted by ICAN.

Further the Institute of Chartered Accountants of Nepal (ICAN) has provided carve out on
various standards with different time frame; some of which are compulsory and others
optional for banks and financial institutions. The list of carve-out and its compliance status
while preparation of financial statement of the Micro Finance is as given below;

NFRS 10 : Consolidated Financial Statements-Preparation of consolidated financial
statement using uniform accounting policies is necessary unless it is impracticable to do so-
Optional-up to FY 2019-20-This carve out has no implication to micro finance as it does not
have any subsidiaries.

NAS 17 : Lease

Operating lease in the financial statements of Lessees on straight line basis on required-
Optional-up to FY 2017-18-The bank has not utilized this carve out and has adjusted as per
NFRS.

NAS 28 : Investments in Associates and Joint Ventures

Accounting for Investment in Associates as per equity method using uniform accounting
policies Optional-up to FY 2019-20-Not applicable
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NAS 34 : Interim Financial Reporting

Impracticable to restate the corresponding previous interim period information-Optional-up
to FY 2018-19-The Micro Finance has utilized this carve out

NAS 39: Financial Instruments: Recognition and Measurement- Incurred Loss Model to
measure the Impairment Loss on Loan and Advances or impairment provision as per Nepal
Rastra Bank (NRB) directive whichever is higher- compulsory-up to FY 2019-20. The micro
finance loans and advances are greater as per NRB Directive as compared to NFRS.
Therefore, loans and advances are impaired as per NRB Directive.

NAS 39: Financial Instruments: Recognition and Measurement-Impracticability to determine
transaction cost of all previous years which is the part of effective interest rate-Optional-up
to FY 2018-19-The microfinance has utilized this carve out.

NAS 39 : Financial Instruments: Recognition and Measurement- Impracticability to
determine interest income on amortized cost Optional-up to FY 2019-20-The microfinance
has utilized this carve out

2.7 Discounting

Discounting has been applied where assets and liabilities are non-current and the impact of
the discounting is material.

2.8 Limitation of NFRS implementation

If the information is not available and the cost to develop would exceed the benefit derived,
such exception to NFRS implementation has been noted and disclosed in respective section.

Significant Accounting Policies

The principal accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all the years presented,
unless otherwise stated.

3.1 Basis of Measurement

The financial statements have been prepared on a historical cost basis, except for available
—for-sale investments, assets held for sale and discontinued operations, other financial
assets and liabilities held for trading and financial assets and liabilities designated at fair
value through profit or loss (FVTPL), all of which have been measured at fair value.

The financial statements have been prepared on a going concern basis where the accounting
policies and judgements as required by the standards are consistently used and in case of
deviations disclosed specifically.

3.2 Basis of Consolidation

The Microfinance does not have control over any other entity for consolidation of Financial
Statements. Investments in Shares made by the Microfinance are financial investments and
have been described under 4.8 in Notes.

3.3 Cash & Cash Equivalent

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

3.4 Financial Assets and Financial Liabilities

3.4.1 Recognition

Financial assets and liabilities, with the exception of loans and advances to customers and
balances due to customers, are initially recognised on the trade date i.e. the date that the
microfinance becomes a party to the contractual provisions of the instrument. This includes
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regular way trades: purchases or sales of financial assets that require delivery of assets
within the time frame generally established by regulation or convention in the market place.
Loans and advances to customers are recognised when funds are transferred to the
customers’ account at fair value inclusive of transaction costs. The microfinance recognises
due to customer balances when funds reach the Microfinance.

3.4.2 Classification
The Microfinance classifies its financial assets into the following measurement categories:

v'  Financial assets and liabilities held for trading

The Microfinance classifies financial assets or financial liabilities as held for trading when
they have been purchased or issued primarily for short term profit making through trading
activities or form part of a portfolio of financial instruments that are managed together for
which there is evidence of a recent pattern of short-term profit taking. Included in this
classification are Government bonds, NRB Bonds, Domestic Corporate bonds, Treasury bills,
Equities etc. held primarily for the trading purpose.

v Financial assets and financial liabilities designated at fair value through profit
or loss

Financial assets and financial liabilities classified in this category are those that have been

designated by management upon initial recognition. Management may only designate an

instrument at FVTPL upon initial recognition when one of the following criteria are met, and

designation is determined on an instrument-by-instrument basis:

e The designation eliminates, or significantly reduces, the inconsistent treatment that would

otherwise arise from measuring the assets or liabilities or recognising gains or losses on

them on a different basis

Or

e The assets and liabilities are part of a group of financial assets, financial liabilities, or both,

which are managed, and their performance evaluated on a fair value basis, in accordance

with a documented risk management or investment strategy

Or

e The financial instrument contains one or more embedded derivatives, unless they do not

significantly modify the cash flows that would otherwise be required by the contract, or it is

clear with little or no analysis when a similar instrument is first considered that separation

of the embedded derivative(s) is prohibited.

v"  Loans and receivables to Customers

After initial measurement, loans and advances to customers are subsequently measured at
amortisation over the period of loan. This practice is almost nearer to the effective interest
method prescribed by NFRS. The method has been adopted as the cost for computation for
interest on effective interest method is huge in terms of benefits to be received from the
computation in the short run.

v"  Held-to-maturity

Held-to-maturity assets are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Microfinance’s management has the intention and
ability to hold to maturity.

v'  Available-for-sale.

Available-for-sale assets are those non-derivative financial assets intended to be held for an
indefinite period of time, which may be sold in response to liquidity requirements or changes
in interest rates, exchange rates, commodity prices or equity prices.

v' Financial liabilities held at amortised cost
Financial liabilities not classified held at fair value through profit or loss includes borrowings
which are classified as amortised cost instruments.
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3.4.3 Measurement

v Initial measurement

All financial instruments are initially recognised at fair value plus transaction cost except in
the case of financial assets and financial liabilities recorded at fair value through profit or
loss.

v Subsequent measurement

Financial assets and liabilities designated at fair value through profit or loss are subsequently
carried at fair value, with gains and losses arising from changes in fair value taken directly
to the statement of profit or loss. Interest and dividend income or expense is recorded in
revenue according to the terms of the contract, or when the right to payment has been
established.

Available-for-sale financial assets are subsequently carried at fair value, with gains and
losses arising from changes in fair value taken to Other Comprehensive Income. The
Microfinance makes irrevocable election to route fair value changes through Other
Comprehensive Income.

Loans and receivables and held-to-maturity financial assets are subsequently measured at
amortised cost. Within this category loans and advances to the customers have been
recognised at amortised cost using the method that very closely approximates effective
interest rate method. The losses arising from impairment of such investments are recognised
in the income statement within credit loss expense. If the Microfinance were to sell or
reclassify more than an insignificant amount of held-to-maturity investments before
maturity (other than in certain specific circumstances), the entire category would be tainted
and would have to be reclassified as available-for-sale.

Financial liabilities are subsequently measured at amortised cost, with any difference
between proceeds net of directly attributable transaction costs and the redemption value
recognised in the statement of profit or loss over the period of the borrowings using the
effective interest method.

3.4.4 Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets have
expired or where the Microfinance has transferred substantially all risks and rewards of
ownership. If substantially all the risks and rewards have been neither retained nor
transferred and the Microfinance has retained control, the assets continue to be recognised
to the extent of the Microfinance’s continuing involvement.

Financial liabilities are derecognised when the obligation under the liability is discharged,
cancelled or expires. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability. The difference between the carrying
value of the original financial liability and the consideration paid is recognised in profit or
loss.

3.4.5 Determination of Fair Value

Assets and liabilities carried at fair value or for which fair values are disclosed have been
classified into three levels according to the observability of the significant inputs used to
determine the fair values. Changes in the observability of significant valuation inputs during
the reporting period may result in a transfer of assets and liabilities within the fair value
hierarchy. The Microfinance recognises transfers between levels of the fair value hierarchy
when there is a significant change in either its principal market or the level of observability
of the inputs to the valuation techniques as at the end of the reporting period.

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

AT arftier QrerRuT JuT, arftie ufdags dra. 008 /00y Y



=) Suic crgfda fadier dzen fafies
>y Deprosc Laghubitta Bittiya Sanstha Limited
(AT YT FFATE ‘B T SIS WO T,

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

Level 3 portfolios are those where at least one input, which could have a significant effect
on the instrument’s valuation, is not based on observable market data.

3.4.6 Impairment of Loans and Advances

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. In particular, the Management’s judgment is required in the estimation of the amount
and timing of future cash flows when determining the impairment loss. These estimates are
based on assumptions about a number of factors and hence actual results may differ,
resulting in future changes to the provisions made.

The individual impairment provision applies to financial assets evaluated individually for
impairment and is based on Management’s best estimate of the present value of the future
cash flows that are expected to be received. In estimating these cash flows, Management
makes judgments about a borrower’s financial situation and the net realisable value of any
underlying collateral. Each impaired asset is assessed on its merits, and the workout strategy
and estimate of cash flows considered recoverable.

Individual assessment of impairment of exposures means establishing whether objective
evidence of impairment exists, estimation of the present value of future cash flows, and
calculation of the value of impairment for each individual receivable from the borrower
included in this assessment.

The microfinances has considered collateral based loans and advances above Nrs. 5 hundred
thousands for individual assessment of impairment. The microfinances determines, for each
individual loan to be assessed for individual impairment, whether they expect to collect their
receivables from expected future cash flows (going concern) or from collateral realization
(gone concern). If a microfinance identifies objective evidence of impairment, the
microfinance indicates, at single debtor level, the most realistic sources of repayment
(collection approach/strategy) based on all available information regarding such borrower’s
financial position and performances. The microfinance assesses whether collection will be
made from the borrower’s expected future operating cash flows (borrower continues to
perform business activities — going concern) or on the basis of collateral enforcement and
realization (expectation that the borrower ceases to exist — gone concern). In both cases,
microfinances uses conservative assumptions relating to the estimation of the expected cash
flows, taking into account current economic conditions and the microfinance’s own economic
forecasts.

When estimating impairment based on collateral realization, the recoverable amount is the
present value of the net inflow from collateral realization (taking into account the priority of
claims), discounted by applying the original effective interest rate to the expected time to
realization.

A collective impairment provision is established for:

O Groups of homogeneous loans and advances that are not considered individually
significant; and

O groups of assets that are individually significant but that were not found to be individually
impaired

The collective provision for groups of homogeneous loans is established using statistical
methods based on historical loss rate experience, Loss Given Default (LGD) and Probability
of Default (PD) computed using the statistical analysis of historical data on delinquency to
estimate the amount of loss for each class of portfolio selected on the basis of its product,
risk factor, collateral coverage, exposure group etc. Management applies judgment to ensure
that the estimate of loss arrived at, on the basis of historical information is appropriately
adjusted to reflect the economic conditions and portfolio factors as at the Reporting date.
The loss rates are regularly reviewed against actual loss experience.

In assessing the need for collective impairment, Management considers factors such as credit
quality (for example, loan to collateral ratio, level of restructured performing loans), portfolio
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size, concentrations and economic factors.

To estimate the required allowance, assumptions are made to define how inherent losses are
modelled and to determine the required input parameters, based on historical experience
and current economic conditions. The accuracy of the provision depends on the model
assumptions and parameters used in determining the collective provision.

As stated in 2.6 the micro finance loans and advances is greater considering the NRB directive
as compared to NFRS impairment provisioning. Therefore, provisioning as per NRB directive
is applied.

3.4.7 Impairment of Financial Investments — Available-for-Sale

The Company also records impairment charges on available-for-sale equity investments
when there has been a significant or prolonged decline in the fair value below their cost along
with the historical share price movements, duration and extent up to which the fair value of
an investment is less than its cost.

Refer Note 4.8 for details.
3.4.8 Impairment of Non-Financial Assets

The Microfinance assesses whether there are any indicators of impairment for an asset or a
cash generating unit (CGU) at each Reporting date or more frequently, if events or changes
in circumstances necessitate to do so. This requires the estimation of the ‘Value in use’ of
such individual assets or the CGUs. Estimating ‘Value in use’ requires the Management to
make an estimate of the expected future cash flows from the asset or the CGU and also to
select a suitable discount rate in order to calculate the present value of the relevant cash
flows. This valuation requires the Microfinance to make estimates about expected future cash
flows and discount rates and hence, they are subject to uncertainty.

3.5 Trading Assets

Trading assets are those assets that the microfinance acquires principally for the purpose
of selling in the near term or holds as part of a portfolio that is managed together for
short-term profit shall be presented under this account head. The other trading asset
includes non-derivative financial assets. It includes Government bonds, NRB Bonds,
Domestic Corporate bonds, Treasury bills, Equities etc held primarily for the trading
purpose.

3.6 Derivatives Assets and Derivative Liabilities
Microfinance doesn’t deal with any derivative financial instruments.

3.7 Property and Equipment

All property and equipments are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition
of the assets.

Subsequent costs are included in the asset’s carrying amount or are recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Microfinance and the cost of the item can be measured reliably. All
other repairs and maintenance are charged to the statement of profit or loss during the
financial period in which they are incurred.

Freehold land is not depreciated although it is subject to impairment testing. Depreciation
on other assets is calculated using the straight- line method to allocate their cost to their
residual values over their estimated useful lives, as follows:

» Vehicle 8 Years
» Furniture and Fixture 7 Years
» Solar Equipment 3 Years
> Computer and Office Equipment 5 Years
> Vault 10 Years
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The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at
each statement of financial position date. The value of the assets fully depreciated but
continued to be in use is considered not material.

At each reporting date, assets are also assessed for indicators of impairment. In the event
that an asset’s carrying amount is determined to be greater than its recoverable amount,
the asset is written down immediately to the recoverable amount.

Assets with costs less than NPR 3,000 are charged off on purchase as revenue expenditure.
Gains and losses on disposals are included in the Statement of Profit or Loss.
3.8 Intangible assets

Acquired Intangible Assets

Intangible assets are initially measured at fair value, which reflects market expectations of
the probability that the future economic benefits embodied in the asset will flow to the
Microfinance and are amortised on the basis of their expected useful lives.

Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to
acquire and bring to use the specific software. Costs associated with the development of
software are capitalised where it is probable that it will generate future economic benefits in
excess of its cost. Computer software costs are amortised over the period of 5 years in
Straight Line method (SLM). Costs associated with maintaining software are recognised as
an expense as incurred.

At each reporting date, these assets are assessed for indicators of impairment. In the event
that an asset’s carrying amount is determined to be greater than its recoverable amount,
the asset is written down immediately.

3.9 Investment Property

Land or Land and Building other than those classified as property and equipment and non-
current assets held for sale under relevant accounting standard are presented under this
account head. The Non-Banking Assets acquired by the company is classified as assets held
for sale and presented under investment property.

Further land which is rented and held for capital appreciation motive is classified as
investment property. The microfinance does not have any investment property.

3.10 Income Tax
3.10.1 Current tax

Current tax assets and liabilities for the current and prior years are measured at the amount
expected to be recovered from, or paid to, the taxation authorities of Nepal. The tax rates
and tax laws used to compute the amount are those that are enacted, or substantively
enacted, by the reporting date in Nepal. The liabilities recognised for the purpose of current
Income tax, including fees, penalties are included under this head.

3.10.2 Deferred Tax Liabilities

Deferred tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements Deferred income tax is determined using tax rate applicable to the
Microfinance as at the reporting date which is expected to apply when the related deferred
income tax asset is realised or the deferred income tax liability is settled.
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Deferred tax assets are recognised where it is probable that future taxable profit will be
available against which the temporary differences can be utilised.

Deferred tax relating to items which are charged or credited directly to equity, is credited or
charged directly to equity and is subsequently recognised in the statement of profit or loss
together with the deferred gain or loss.

3.11 Deposits, Debt securities issued and subordinate Liabilities

The deposits held by the microfinance on behalf of its customers are classified as financial
liabilities and measured at amortised cost under effective interest method. The microfinance
does not have any debt securities issued and subordinated liabilities.

3.12 Provisions

Provisions are recognised in respect of present obligations arising from past events where it
is probable that outflow of resources will be required to settle the obligations and they can
be reliably estimated.

3.13 Stationery

Stationery purchase for consumption is expended at the time of consumption.

3.14 Revenue Recognition

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

3.14.1 Interest Income

Interest Income include interest income on loan and advance, investment securities except
on those investment securities measure at fair value through profit or loss, cash and cash
equivalent, due from Nepal Rastra Bank, due from BFIs, loan and advances to staff etc.
Interest income on loans and advances is recognized on amortised principal which is nearer
to the effective interest method suggested by NFRS. The adoption of effective interest
method is not possible due to constraints of time, effort and cost in short term compared to
the benefits it provides. Interest of loans and advances which are significantly impaired are
not recognized.

Interest income on government bond, treasury bills and bank balances are recognized under
effective interest method.

3.14.2 Fees and commissions

Fees and commissions are generally recognised on an accrual basis when the service has
been provided or significant act performed. Service Fee Income/Expenses are recognized on
accrual basis unless it is impracticable to recognize as allowed through carve-out on NFRS.

3.14.3 Dividend Income
Dividend income is recognised when the Microfinance’s right to receive the payment is
established, which is generally when the shareholders approve the dividend.

3.14.4 Net Trading Income

Net trading income includes all gains and losses from changes in fair value and the related
interest income or expense and dividends, for financial assets and financial liabilities held for
trading.

3.14.5 Net income from other financial instrument at fair value through Profit or
Loss

Gains and losses arising from changes in the fair value of financial instruments designated

at fair value through profit or loss are included in the statement of profit or loss in the period

Tl arftics YrRUT JHT, aTfdier wfdaes STa. 098 /09y X3



=) Suic crgfda fadier dzen fafies
>y Deprosc Laghubitta Bittiya Sanstha Limited
(AT YT FFATE ‘B T SIS WO T,

in which they arise. Contractual interest income and expense on financial instruments held
at fair value through profit or loss is recognised within net interest income.

3.15 Interest Expense

For all financial instruments measured at amortised cost, interest bearing financial assets
classified as available-for-sale and financial instruments designated at FVTPL, interest
expense is recorded using the EIR unless it is impactable. EIR on loans and advances is not
considered as the micro finance system is unable to compute EIR of all loans and manual
computation is impossible due to large number of borrowers.

3.16 Employee Benefits

3.16.1 Retirement Benefits

The Microfinance has schemes of retirement benefits namely Gratuity, Provident Fund and
Medical Allowance.

Retirement benefit obligations

The Microfinance operates a defined contribution plans as provident fund contribution.

For Provident Fund, the Microfinance pays contributions to the publicly administered
provident fund plans (named Employee Provident Fund) on a mandatory basis, and such
amounts are charged to operating expenses. The Microfinance has no further payment
obligations once the contributions have been paid.

The new Labour Act 2074 is applicable from Bhadra 19, 2074 which requires payment of
minimum Gratuity of at least 8.33% of basic salary to all staff (equal to one month salary
per year). The microfinance has not yet decided for the revision of its Employees Byelaws as
per New Labour Act. Further the byelaws also needs to be approved from the regulator. As
the act is already in force, the microfinance has provided 8.33% of basic salary as gratuity
for all staff for gratuity benefit (both nature of staff and period of service) under existing
byelaws. As these benefits are mixed in nature they are treated as defined benefit plan and
provided accordingly as per actuarial valuation.

3.16.2 Long Term Benefit Liability (Accumulated Leave)
Long Term Benefit Liability

The Microfinance provides accumulated leave benefit under its staff byelaw. The Home Leave
is accumulated up to 150 days and there is no limit for the accumulation of Sick Leave.

Accumulated leave benefits are treated as long term benefit liability. Accumulated leave
obligations are estimated on the basis of actuarial Valuation. Long term benefit liability are
not subject to same degree of uncertainty as defined benefit plan. Therefore re-
measurement gain/(loss) on accumulated leave is charged to Profit and Loss account as on
Ashad end 2075.

The Microfinance has no further payment obligations once the contributions have been paid.

3.16.3 Staff Bonus

Provision for bonus has been made at 10% of net profit including such bonus as prescribed
by the directive of Nepal Rastra Bank.

3.17 Leases

The determination of whether an arrangement is a lease, or contains a lease, is based on
the substance of the arrangement and requires an assessment of whether the fulfilment of
the arrangement is dependent on the use of a specific asset or assets or whether the
arrangement conveys a right to use the asset.
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v' Microfinance as a lessee

Leases that do not transfer to the Microfinance substantially all of the risks and benefits
incidental to ownership of the leased items are operating leases. Operating lease payments
are recognised as an expense in the income statement on a straight-line basis over the
lease term.

v' Microfinance as a lessor

Leases where the Microfinance does not transfer substantially all of the risk and benefits of
ownership of the asset are classified as operating leases. Rental income is recorded as
earned based on the contractual terms of the lease in Other operating income.

3.18 Financial Guarantee and Loan Commitment

In the ordinary course of business, the Microfinance doesn’t issue performance guarantees,
bid bond guarantees and advance payment guarantee.

3.19 Share Capital and Reserves
3.19.1 Share Capital

Financial instruments issues 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 recognised in equity in the period in
which they are declared.

The issue expenses for the issue was charged in the year of issue and though the impact
from past of the Microfinance’s equity the amount has not been adjusted with the share
capital and the Microfinance considered the impact to be immaterial.

3.19.2 Reserves
The reserves include regulatory and free reserves.
v"  General Reserve

There is a regulatory requirement to set aside 20% of the net profit to the general reserve
until the reserve is twice the paid of share capital. The reserve is the accumulation of setting
aside profits over the years.

No Dividend (either cash dividend or bonus share) are distributed from the amount in
General/ Statutory Reserve.

v"  Assets Revaluation Reserve

Any Reserve created from revaluation of assets (such as Property & Equipment, Intangible
Assets, Investment Property) shall be presented under this heading. Revaluation reserves
often serve as a cushion against unexpected losses but may not be fully available to absorb
unexpected losses due to the subsequent deterioration in market value and tax
consequences of revaluation. The micro finance has followed cost model therefore no assets
revaluation reserve is created.

v Capital Reserve

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

Any special reserve that is created as per the specific requirement of NRB directive or special
instruction of NRB are represented as special reserve. The amount allocated to this reserve
by debiting retained earning account are presented under this heading.

v Corporate Social Responsibility Fund
The fund created for the purpose of corporate social responsibility by allocating 1% of Net
profit as per NRB Directive is presented under this account head.

v Investment Adjustment Reserve

It is a regulatory reserve created as a cushion for adverse price movements in
microfinance's investments as directed by the Directives of Nepal Rastra Bank.
Microfinances are required to create Investment Adjustment Reserve equal to 2% of Value
of investment. However, investment adjustment reserve is not required for investment in
FinSoft.

v"  Regulatory Reserve

The amount that is allocated from profit or retained earnings of the Microfinance to this
reserve as per the Directive of NRB for the purpose of implementation of NFRS and which
shall not be regarded as free for distribution of dividend (cash as well as bonus shares) shall
be presented under this account head. The amount allocated to this reserve shall include
interest income recognized but not received in cash, difference of loan loss provision as per
NRB directive and impairment on loan and advance as per NFRS (in case lower impairment
is recognized under NFRS), amount equals to deferred tax assets, actual loss recognized in
other comprehensive income, amount of goodwill recognized under NFRS etc.

v'  Other reserve

Any reserve created with specific or non-specific purpose (except stated in above) are
presented under thus by disclosing accounting heads.

3.20 Earnings per share

The Microfinance measures earning per share on the basis of the earning attributable to the
equity shareholders for the period. The number of shares is taken as the weighted average
number of shares for the relevant period as required by NAS 33 - Earnings Per Share.

There are no instruments, such as convertibles, that would require dilution of EPS, therefore
diluted EPS has not been computed and disclosed.

3.21 Segmental Reporting

The Microfinance’s segmental reporting is in accordance with NFRS 8 Operating Segments.
Operating segments are reported in a manner consistent with the internal reporting provided
to the microfinance’s management, which is responsible for allocating resources and
assessing performance of the operating segments. All transactions between business
segments are conducted on an arm’s length basis, with intra-segment revenue and costs
being eliminated in Head Office. Income and expenses directly associated with each segment
are included in determining business segment performance.

The Microfinance has determined segments based on the geographical region i.e. area as
determined by the management for decision making purpose. Such segmental information
has been provided under Disclosures & Additional Information (Point.No 5.3).

No revenue from transactions with a single external customer or counterparty amounted to
10% or more of the Microfinance’s total revenue in any of the periods reported.

3.22 Interim Financial Reporting

Interim reports corresponding to the financial statements had been reported in accordance
with the regulatory reporting requirements. Those statements have been published quarterly
in national level newspaper.
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Schedules to Financial Statement
4.1 Cash and cash equivalent

NPR

Particulars 32-3-2075 31-3-2074 31-3-2073
Cash in Hand
-LCY 5,976,469 4,296,237 2,406,830
-FCY - - -
Balances with B/Fis
-LCY 279,524,022 127,138,276 94,514,730
-FCY - - =
Money at call and short notice
-LCY 317,214,987 281,091,892 261,822,533
-FCY - - -
Other - - -
Total 602,715,478 412,526,405 358,744,093

4.2 Due from Nepal Rastra Bank

NPR
Particulars 32-3-2075 31-3-2074 31-3-2073

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

4.3 Placements with Bank and Financial Institutions

Particulars 32-3-2075 31-3-2074

Placement with domestic B/FIs - - -
Placement with Foreign B/FIs = = -
Less: Allowances for impairement

Total - - -

4.4 Derivative Financial Instruments
[Not Applicable]

4.5 Other Trading assets
NPR

Particulars 32-3-2075 31-3-2074 31-3-2073
Treasury Bills - -

Government bond - - -
NRB bonds - - -
Domestic Corporate bonds - - -
Equities - - -
Other = = =
Total - - -
Pledged = = -
Non- Pledged - - -
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4.6 Loans and advances to B/FlIs

32-3-2075

31-3-2074

NPR
31-3-2073

Particulars

Loan to Microfinance Institutions
Other

Less: Allowances for Impairment
Total

4.6.1 Allowances for Impairment

32-3-2075

31-3-2074

NPR
31-3-2073

Particulars

Balance as at Sawan 1
Charge for the year
Recoveries/Reversal

Amount written off

Balance as at Ashad end

4.7 Loans and advances to customers

NPR
Particulars 32-3-2075 31-3-2074 31-3-2073
Loans and advances measured at amortized coq 7,962,459,268 5,600,042,290 4,040,816,246

Less: Impairment allowances
Individual Impairment
Portfolio Impairment

(124,343,583)

(84,279,079)

(60,117,754)

Loans and advances to customers net of in| 7,838,115,685 5,515,763,211 3,980,698,492
Loan and advances measured at FVTPL - - -
Total 7,838,115,685 5,515,763,211 3,980,698,492
NPR
Particulars 32-3-2075 31-3-2074 31-3-2073
Current 1,952,443,800 1,429,112,562 1,448,875,829
Non-Current 5,885,671,885 4,086,650,649 2,531,822,663
Total 7,838,115,685 5,515,763,211 3,980,698,492

4.7.1 Analysis of loan and advances - By product

NPR
Particulars 32-3-2075 31-3-2074 31-3-2073
Product
Agriculture 654,753,000 514,986,867 371,425,479
Small & Cottage Industry 108,779,000 | 131,681,700 94,973,176
Service Industry 6,835,514,000 4,743,611,612 3,421,248,831
Wholesaler Lending - - -
Others 279,593,278 140,977,989 101,677,966
Sub total 7,878,639,278 5,531,258,168 3,989,325,453
Interest Receivable 83,819,990 68,784,122 51,490,793
Grand Total 7,962,459,268 5,600,042,290 4,040,816,246
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4.7.2 Analysis of loan and advances - By Currency

NPR
Particulars 32-3-2075 31-3-2074 31-3-2073
Nepalese Rupee 7,962,459,268 5,600,042,290 4,040,816,246
Indian Rupee = = =
Us Dollar - - -
Other - - -
Grand Total 7,962,459,268 5,600,042,290 4,040,816,246

4.7.3 Analysis of loan and advances - By Collateral

NPR
Particulars 32-3-2075 31-3-2074 31-3-2073
Collateral based loan and advances 1,772,493,579 1,040,464,317 790,310,367
Non Collateral based loan and advances 6,106,145,699 4,490,793,851 3,199,015,086
Total 7,878,639,278 | 5,531,258,168 | 3,989,325,453

4.7.4 Allowances for Impairment

Particulars 32-3-2075 31-3-2074 31-3-2073
Specific allowances for impairment

Balance at Shrawan 1 - -
Impairment loss for the year:

Charge for the year

Recoveries/reversal during the year
Write- offs
Exchange rate variance on foreign currency
Other movement
Balance at Ashad end

Collective allowances for impairment

Balance at Shrawan 1 84,279,079 60,117,754 35,117,472
Impairment loss for the year:
Charge/(reversal) for the year 40,064,504 24,161,325 25,000,282

Exchange rate variance on foreign currency = = =
Other movement - -
Balance at Ashad end
Total allowances for impairment 124,343,583 84,279,079 60,117,754

4.8 Investment in securities

Particulars 32-3-2075 31-3-2074
Investment securities measured at amortized c¢ - - -
Investment in equity measured at FVTOCI 2,010,000 2,010,000 10,000

Investment in equity measured at PVTPL - - -
Investment in Debentures, Mutual Fund &

Bonds measured at PVTPL - - -
Total 2,010,000 2,010,000 10,000
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4.8.1 Investment in securities measured at amortized cost

32-3-2075

NPR

31-3-2074 31-3-2073

Particulars

Debt Securities

Government Bond

Government treasury bills

Nepal Rastra Bank bonds

Nepal Rastra Bank deposit instruments
Other

Less: Specific allowances for impairment
Total

4.8.2 Investment in equity measured at fair value through other Other comprehensive income

Particulars

32-3-2075

NPR

31-3-2074 31-3-2073

Equity Instrument
Quoted equity securities
Unquoted equity securities
Total

2,010,000
2,010,000

4.8.3 Investment in securities measured at fair value through Statement of Profit or Loss

2,010,000 10,000
2,010,000 10,000
NPR

31-3-2073

Particulars
Equity Instrument
Quoted equity securities
Unquoted equity securities
Sub Total
Investment in Mutual Fund, Bond & Debentures
Quoted
Unquoted
Sub Total
Total

4.9 Current Tax Asset/ (Liability)

32-3-2075

31-3-2074

NPR

Particulars 32-3-2075 31-3-2074 31-3-2073
Current tax assets
Total Advance Tax 7,220,704 - -
Tax Paid of Prior Periods - - -
Sub Total 7,220,704 - -
Current tax liabilities
Current year income tax liabilities - 607,909 1,799,190
Tax liabilities of prior periods - - -
Sub Total - 607,909 1,799,190
Total of income tax assets/(liabilities) 7,220,704 (607,909) (1,799,190)
4.10 Investment In subsidiaries
[Not Applicable]
4.11 Investment In Associates
[Not Applicable]
4.12 Investment Properties
[Not Applicable]
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4.14 Intangible assets

Software
Description Goodwill Purchased Developed Others
Original Cost (Rs.)
As at 31 Ashad 2072 - 2,023,590 - - 2,023,590
Additions = = = = =
Acquisation - - - - -

Capitalization - = - - -
Disposal During the Year - - - - -
Adjustment /Revalautions - - o o -

As at 31 Ashad 2073 - 2,023,590 - - 2,023,590
Additions = 1,344,700 - = 1,344,700
Acquisation - 1,344,700 - - 1,344,700

Capitalization - - = - -
Disposal During the Year - - - - -
Adjustment /Revalutions - = - -
As at 31 Ashad 2074 - 3,368,290 - - 3,368,290
Additions - = = - -

Acquisation - - - - -

Capitalization - - - -
Disposal During the Year - - - - -
Adjustment /Revalautions - = o -

As at 32 Ashad 2075 - 3,368,290 - - 3,368,290
Depreciation and Impairment - - - -
As at 31 Ashad 2072 - 1,425,661 - = 1,425,661
Depreciation for the year - 446,258 - - 446,258
Impairment for the year - - - - -
Disposal - - - - -
As on 31 Ashad 2073 = 1,871,919 - - 1,871,919
Depreciation for the year - 420,611 - - 420,611
Impairment for the year - - - -
Disposal - - - - -
As on 31 Ashad 2074 = 2,292,530 - - 2,292,530
Depreciation for the year - 202,975 - - 202,975
Impairment for the year - - - -
Disposal - - - - -
Adjustment = - - - -
Adjustment (Charge to Reserve) -
As on 32 Ashad 2075 = 2,495,505 - - 2,495,505
Captial WIP - - - - -
Net Book Value

As on Ashad End 2073 - 151,671 - - 151,671
As on Ashad End 2074 - 1,075,760 - = 1,075,760
As on Ashad End 2075 - 872,785 - - 872,785
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4.15 Deferred Taxes Assets/(Liabilities)
2074/75
Particulars Carrying Tax Base Temporary Diff
Amount
Property, Plant & Equipment & Intangibles 17,010,102 34,233,494 (17,223,392)
Carried Forward Losses = =
Loan Loss Provision - - -
Provision for Non Banking Assets - - -
Accrued Interest Receivable 83,819,990 83,819,990
Investment in securities 10,000 10,000
Defined Benefit Plan Provision (17,327,141) - 17,327,141
Leave Liability Provision 38,429,447 (38,429,447)
Lease Liability 343,479 - (343,479)
Total 45,160,814
Tax Rate @ 30% 13,548,244
Deferred Tax Liability / (Asset) - 32-03-2075 13,548,244
Deferred Tax Expense / (Income) - 2074-75 5,316,261
Deferred Tax Liability / (Asset) - 32-03-2074 8,231,983
Deferred Tax Expense / (Income) - 2074-75 P&L 6,921,400
Deferred Tax Expense / (Income) - 2074-75 OCI (1,605,139)
2073/74
Particulars Carrying Tax Base Temporary Diff
Amount
Property, Plant & Equipment & Intangibles 17,614,621 26,602,724 (8,988,103)
Carried Forward Losses = =
Loan Loss Provision - - -
Provision for Non Banking Assets = = =
Accrued Interest Receivable 68,784,122 68,784,122
Investment in securities 10,000 - 10,000
Defined Benefit Plan Provision (676,845) 676,845
Leave Liability Provision 32,980,662 (32,980,662)
Lease Liability 62,259 - (62,259)
Total 27,439,943
Tax Rate @ 30% 8,231,983
Deferred Tax Liability / (Asset) - 31-03-2074 8,231,983
Deferred Tax Expense / (Income) - 2073-74 4,636,717
Deferred Tax Liability / (Asset) - 31-03-2073 3,595,266
Deferred Tax Expense / (Income) - 2073-74 P&L 4,671,234
Deferred Tax Expense / (Income) - 2073-74 OCI (34,517)
2072/73
Particulars Carrying Tax Base Temporary Diff
Amount
Property, Plant & Equipment & Intangibles 19,418,445 21,118,286 (1,699,841)
Carried Forward Losses = = =
Loan Loss Provision - - -
Provision for Non Banking Assets = = o
Accrued Interest Receivable 51,490,793 51,490,793
Investment in securities 10,000 - 10,000
Defined Benefit Plan Provision 9,931,077 (9,931,077)
Leave Liability Provision 27,872,350 (27,872,350)
Lease Liability 13,306 - (13,306)
Total 11,984,219
Tax Rate @ 30% 3,595,266
Deferred Tax Liability / (Asset) 3,595,266
Deferred Tax Expenses/(Income)-PL 15,147,020
Deferred Tax Expenses/(Income)-OCI (11,551,754)
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4.16 Other Assets

Particulars

Other Financial Assets
Telenhone Debosit
Accrued interest on loans
Staff advances/Loans
Cash in transit

Sundry debtors

Less: Provision for possible losses
Others
Total

Other Non-Financial Assets

Advance Rent
Siddhartha Capital Dividend Advance

Global IME Bank Employee welfare fund
Rastriya Beema Sansthan Premuim

Unwinding Interest on Staff Loans
Stationery
Pre payments
Total
Grand Total

31-3-2075

160,289

124,202,047

829,604
125,191,940

81,768

10,480,505
250,624

18,544,626

3,967,160

33,324,683
158,516,623

31-3-2074

145,770

124,306,467

1,540,049
125,992,286

51,795
5,746,683
890,460
18,384,468
3,102,243
3,931,934

32,107,583
158,099,869

NPR
31-3-2073

135,770

125,793,362

1,733,137
127,662,269

32,356

2,004,246
2,541,344

4,577,946
132,240,215
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4.17 Due to Bank and Financial Institutions

Particulars

NPR
32-03-2075

Money Market Deposits
Interbank Borrowing
Other Deposits from BFIs
Settlement and Clearing Accounts
Other Deposits from BFIs

Total

4.18 Due to Nepal Rastra Bank

Particulars

31-03-2074 31-03-2073

4,654,967,731 3,068,992,147 2,503,400,557

4,654,967,731 3,068,992,147 2,503,400,557

Refinance from NRB (CGISP Loan)
Standing Liquidity Facility
Lender of Last Resort facility froom NRB
Securities sold under repurchase agreements
Other Payable to NRB

Total

4.19 Derivative Financial instruments
[Not Applicable]

4.20 Deposits from customers

NPR
32-03-2075 31-03-2074 31-03-2073
1,804,060 3,100,724 4,673,696
1,804,060 3,100,724 4,673,696
NPR

Particulars
Institutions Customers:
Term deposits
Call deposits
Current Deposit
Other
Individual Customers:
Term deposits
Saving Deposits
Current Deposit
Other
Total

Particulars

32-03-2075 31-03-2074 31-03-2073

2,410,393,159 1,673,626,880 1,163,489,095

2,410,393,159 1,673,626,880 1,163,489,095
NPR

32-03-2075 31-03-2074 31-03-2073

Current
Non-current
Total

2,410,393,159 1,673,626,880 1,163,489,095

2,410,393,159 1,673,626,880 1,163,489,095

4.20.1 Currency wise analysis of deposit form customers

Particulars
Nepalese Rupee
Indian Rupee
United State dollar
Great Britain pound
Chinese Yuan
Others

Total

4.21 Borrowings

Particulars
Domestic Borrowing
Nepal Government

Other Financial Institutions
Other
Sub total
Foreign Borrowing
Foreign Bank and Financial Institutions
Multilateral Development Banks
Other institutions
Sub total
Total

Particulars
Current
Non Current

Total

NPR
32-03-2075
2,410,393,159

31-03-2074
1,673,626,880

31-03-2073
1,163,489,095

2,410,393,159 1,673,626,880 1,163,489,095
NPR
32-03-2075 31-03-2074 31-03-2073
NPR
32-03-2075 31-03-2074 31-03-2073
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4.22 Provisions

Particulars

Provision Others

Provision for Medical Allowances
Provision for Redundancy

Total

Movement in Provisions

32-03-2075

31-03-2074

31-03-2073

Particulars
Balance at Sawan 1
Provisions made during the year
Provisions used during the year
Provisions reversed during the year
Unwind of discount
Balance at Asar end

4.23 Other Liabilities

Particulars

32-03-2075

32-03-2075

31-03-2074

31-03-2074

31-03-2073

NPR

31-03-2073

Current
Non-current
Total

252,188,174
343,479
252,531,653

213,976,570
62,259
214,038,829

168,139,595
13,306
168,152,901

NPR

31-03-2073

Particulars
Other Financial Liabilities
Liability for employee defined benefit
Liability for Accumulated Leave obligations
Provident Fund payable
Interest payable on Deposits
Staff welfare fund payable
Dividend payable
Staff Bonus Payable
Other Creditors
Staff Payables
Citizens Investment Trust
Payable to Houseowners
Lease Payable
Bills payable
Branch Reconciliation Account
Audit Fee Payable
Provision on amount receivable
Borrower Welfare Fund
Tax Liabilities
Animal insurance premium
Central Fund
TDs Payable
Plan Nepal Revolving Fund
Financial reach enhancement project
Others
Total

32-03-2075

(17,327,141)
38,429,447
1,961,430
661,644
4,228,186
10,480,505
32,864,541

2,709,976
4,921,952
68,255
343,479
137,566
334,500
465,712
124,605,362

26,461
18,318,760
14,743,635

4,618,794
6,464,372
3,474,217
252,531,653

31-03-2074

(676,845)
32,980,662
266,680
3,696,499
3,224,047
5,746,683
37,422,268

700,467
3,534,784
100,000
62,259
800,460
333,915
266,456
94,067,071
36,200
14,417,800
3,209,196
4,599,517
6,464,372
2,786,338
214,038,829

9,931,077
27,872,350
154,297
198,552
5,130,783
876,727
27,635,009

319,502
733,400
60,075
13,306
(55,021)
334,500
266,456
67,863,569
51,100
11,047,098
3,883,244
4,589,267
6,464,372
783,238
168,152,901
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4.23.1 Overall Movement in Defined Benefit Liabilities & Long Term Benefits

Gratuity
Movement in present value of defined benefit Obligation
NPR
Particulars FY 2074/75 FY 2073/74 FY 2072/73
Opening Liability 60,186,564 49,173,840 -
Interest Cost 4,956,598 4,161,022 -
Current Service cost 12,184,382 10,189,363 12,987,748
Acquisation Cost - - -
Less: Gratuity Paid during the year (3,747,296) (441,272) (831,267)
Less: Gratuity Paid Directly - - -
Actuarial (Gain)/Loss 4,664,835 (2,896,389) 37,017,359
Curtailment (Gain)/Loss (20,588,464)
Closing Liability 57,656,619 | 60,186,564 | 49,173,840
Movement in Plan Assets
NPR
Particulars FY 2074/75 FY 2073/74 FY 2072/73
Opening Assets 60,863,409 39,242,763 38,339,030
Opening adjustment 1 (1) -
(+) Estimated Investment Returns for the 5,566,085 4,203,836 3,223,489
year
(+) Additional Investment during the year 12,987,190 20,869,527 -
(-) Withdrawal (payouts during the year) (3,747,296) (441,272) (831,267)
Actuarial Gain or Loss (685,629) (3,011,444) (1,488,489)
Closing Assets 74,983,760 60,863,409 39,242,763
Net Charge to SOPL, OCI & SOFP
NPR
Net Charge FY 2074/75 FY 2073/74 FY 2072/73
Net Charge - P&L (9,013,570) 10,146,550 9,764,259
Net Charge (credit) - OCI 5,350,464 115,055 38,505,848
Net Charge-Gratuity 12,184,382 10,189,363 12,987,748
Net Charge-Finance Cost (609,487) (42,814) (3,223,489)
Closing Liability/(Assets) (17,327,141) (676,845) 9,931,077

Actuarial assumptions & Other disclosures

Particulars FY 2074/75 FY 2073/74 FY 2072/73
Financial Assumptions
Discount Rate 8.50% 8.50%
Expected return on plan assets 8.50% 8.50%"
Salary Escalation 7.5% 7.5%
Withdrawl Rate
For Ages:

-Less than 35 Years

-More than and equal to 35 Years
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Leave
Movement in present value of defined benefit Obligation
NPR
Particulars FY 2074/75 FY 2073/74 FY 2072/73
Opening Liability 18,135,064 15,546,195 -
Interest Cost 1,541,480 1,321,427 =
Current Service cost 4,680,659 4,063,936 3,317,037
Acquisation Cost - - -
Less: Leave Paid during the year - -
Less: Leave Paid Directly - - -
Actuarial Gain or Loss (5,331,878) (2,796,494) 12,229,158
Closing Liability 19,025,325 18,135,064 15,546,195
Movement in Plan Assets
Particulars FY 2074/75 FY 2073/74 FY 2072/73

Opening Assets - - -
Acquisation Adjustment - -
(+) Estimated Investment Returns for the - -
year
(+) Additional Investment during the year - -
(-) Withdrawal (payouts during the year) - - -
Actuarial Gain or Loss - -
Closing Assets - - -

Net Charge to SOPL, OCI & SOFP

Net Charge FY 2074/75 FY 2073/74 FY 2072/73

Net Charge - P&L 890,261 2,588,869 15,546,195
Net Charge (credit) - OCI - - -
Closing Liability/(Assets) 19,025,325 18,135,064 15,546,195

Actuarial assumptions & Other disclosures

Particulars FY 2074/75 FY 2073/74 FY 2072/73
Financial Assumptions
Discount Rate 8.50% 8.50% 8.50%
Expected return on plan assets 8.50% 8.50% 8.50%
Salary Escalation 8% 8% 8%
Withdrawl Rate
For Ages:
-Less than 35 Years e S S0
-More than and euqual to 35 Years 1% 1% 1%
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Sick Leave

Particulars
Opening Liability
Interest Cost
Current Service cost
Acquisation Cost
Less: Sick Leave Paid during the year
Less: Sick Leave Paid Directly
Actuarial Gain or Loss
Closing Liability

Defined Benefit Plan - Assets
Particulars

Opening Assets

Acquisation Adjustment

(+) Estimated Investment Returns for the

year

(+) Additional Investment during the year

(-) Withdrawal (payouts during the year)

Actuarial Gain or Loss
Closing Assets

FY 2074/75
14,845,598
1,261,876
2,841,544

455,104
19,404,122

FY 2074/75

FY 2073/74
12,326,155
1,047,723
2,305,077

(833,357)
14,845,598

FY 2073/74

NPR
FY 2072/73

2,150,101

10,176,054
12,326,155

NPR
FY 2072/73

Net Charge
Net Charge - P&L
Net Charge (credit) - OCI

Actuarial assumptions & Other disclosures

Particulars
Financial Assumptions
Discount Rate
Expected return on plan assets
Salary Escalation
Withdrawl Rate
For Ages:
-Less than 35 Years
-More than and euqual to 35 Years
Investments of Plan Assets

Net Charge

FY 2074/75
4,558,524

FY 2074/75

8.50%
NA
7.5%

3%

1%
NIL

FY 2074/75

FY 2073/74
2,519,443

FY 2073/74

8.50%
NA
7.5%

3%

1%
NIL

FY 2073/74

FY 2072/73
12,326,155

FY 2072/73

8.50%
NA
7.5%

3%

1%
NIL

FY 2072/73

Net Charge - P&L

Net Charge (credit) - OCI
Net Charge-Leave

Net Charge-Finance Cost
Closing Liability/(Assets)

5,448,785

7,522,203
(2,073,418)
38,429,447

5,108,312

6,369,013
(1,260,701)
32,980,662

27,872,350

5,467,138
22,405,212
27,872,350
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Total Leave

Particulars
Opening Liability
Interest Cost
Current Service cost
Acquisation Cost
Less: Sick Leave Paid during the year
Less: Sick Leave Paid Directly
Actuarial Gain or Loss
Closing Liability

Defined Benefit Plan - Assets
Particulars

Opening Assets

Acquisation Adjustment

(+) Estimated Investment Returns for the

year

(+) Additional Investment during the year

(-) Withdrawal (payouts during the year)

Actuarial Gain or Loss
Closing Assets

FY 2074/75
32,980,662
2,803,356
7,522,203

(4,876,774)
38,429,447

FY 2074/75

FY 2073/74
27,872,350
2,369,150
6,369,013

(3,629,851)
32,980,662

FY 2073/74

NPR
FY 2072/73

5,467,138

22,405,212
27,872,350

NPR
FY 2072/73

Net Charge FY 2074/75 FY 2073/74 FY 2072/73
Net Charge - P&L 5,448,785 5,108,312 27,872,350
Direct Paid Leave-Charge to P&L 13,378,645 5,436,608
Total Charged to P&L 18,827,430 10,544,920 27,872,350
Net Charge (credit) - OCI - - -
Actuarial assumptions & Other disclosures
Particulars FY 2074/75 FY 2073/74 FY 2072/73
Financial Assumptions
Discount Rate 8.50% 8.50% 8.50%
Expected return on plan assets NA NA NA
Salary Escalation 8% 8% 8%
Withdrawl Rate
For Ages: o o o
-Less than 35 Years I S0 &
-More than and euqual to 35 Years 1% 1% 1%
Investments of Plan Assets NIL NIL NIL
4.24 Debt securities issued
[Not Applicable]
4.25 Subordinated Liabilities
[Not Applicable]
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Shareholders Holding 0.5% or more of the total share capital

Shareholder Category 32-3-2075 31-3-2074
% of holding % of holding % of holding

Promotor share
Nabil Bank Limited 9.42 9.42 12.92
Nepal Bank Limited 9.42 9.42 12.92
Agricultural Development Bank Limited 7.03 7.03 9.65
Lumbini Bikash Bank Ltd 9.42 9.42 12.92
Development Project service centre 10.93 10.93 14.98
Investivation and Promotion of Enviroment and 0.63 0.63 0.86
Agricultural Policy & Development centre
Pitambar prasad Achrya 0.70 0.70 1.21
Bishnu Prasad Pathak 0.52
Public Share
Nabil Bank Limited - Public Share 3.5 3.50 0.00
Nepal Bank Limited - Public Share 1.34 3.50 0.00
Agricultural Development Bank Limited 2.61 2.61 0.00
Lumbini Bikash Bank Ltd 3.55 3.50 0.00
Development Project service centre 4.06 4.06 0.00
Keshari Chandra Kucheriya 1.39 1.98 2.80
Siddhartha Equity Oriented scheme 0.71 0.00 0.63
Rahul Kumar Agarwal 0.52 0.52 0.52

Equity Share Capital- over the year's movement

Paid up share capital of the Bank has moved over the years as follows:

Financial Cumulative Paid up Capital

Year NPR (Million) Remarks
2067/68 (BS) 42.45|Opening Share Capital at NRS 100 paid up
60.78| Addition During year
2067/68 (BS) 103.23|Balance as at Ashad End 2068
2.90| Addition During year
2068/69 (BS) 106.13|Balance as at Ashad End 2069
21.23| Adjustment During the year
2069/70 (BS) 127.36]Balance as at Ashad End 2070
44.58| Addition During year
2070/71 (BS) 171.94|Balance as at Ashad End 2071
85.98| Addition During year
2071/72 (BS) 257.92|Balance as at Ashad End 2072
90.27] Addition during year
2072/73 (BS) 348.19]Balance as at Ashad End 2073
257.92|Right Share Issued
96.98| Bonus Share
2073/74 (BS) 703.09|Balance as at Ashad End 2074
70.31|Bonus Share
2074/75 (BS) 773.40|Balance as at Ashad End 2074 after Proposed Bonus
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4.27 Reserves

NPR
Particulars 2074/75 2073/74 2072/73
Regulatory / Statutory Reserves
General reserve 222,583,900 177,271,290 126,098,690
Exchange fluctuation reserve - - -
Investment adjustment reserve = = =
Accumulated profit / (loss) - - -
Deferred Tax Reserve 14,665,362 12,670,438 10,487,424
Micro Adjustment Reserve 5,000,000 5,000,000 5,000,000
DT Actuarial
Customers Protection Fund 41,941,037 42,053,506 22,938,209
Corporate social responsibility reserve 4,726,403 2,558,630 -
Available for Sale Investment Reserve
Asset revaluation reserve
Employee Capability Enhancement Fund 5,793,164 3,108,642 -
NFRS adjustment reserve = = =
294,709,866 242,662,506 164,524,323

4.28 Contingent Liabilities and Commitments

Particulars 2072-73
Contingent Liabilities - - _
Undrawn and undistributed facilities - - -
Capital commitments - - -
Lease Commitment = - -
Litigation - - -
Total = - -
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4.29 Interest Income

Particulars

Treasury Bills

Govt Bond/NRB Bonds

National Saving Bond

Loans and Advances to Banks & FI

Debt investments

Loans and Advances to Customers

Loans and Advances to staff

Other

Interest on citizens investment trust
Total

4.30 Interest Expense

Particulars
On Member's Deposit
Customers accounts
Fixed
Saving
Call
On borrowings
Loan from Nepal Rastra Bank
Inter Banks
Others
Borrowor's Protection fund
Total

4.31 Fees and commission income

Particulars
Service Fee
Issue & Renewals of ATM Cards
Safe Deposit Lockers Rental
Remittance Fee
Gurantee
Collection Fee
Agency commission
Passbook Sale Fees
Relinquishment fees
Prepayment fees
Others

Total

4.32 Fees and commission Expense

NPR
2074-75 2073-74
5,241,719 7,900,829
1,154,354,999 897,016,165
3,185,011 1,618,059
4,370,378 4,023,980
1,167,152,107 910,559,033
NPR
2074-75 2073-74
162,705,539 113,477,301
137,413 212,826
375,932,854 172,810,335
= 3,258,419.00
538,775,806 289,758,881
NPR
2074-75 2073-74
114,061,979 70,884,407
1,257,832 964,945
529,600 484,060
7,202,099 4,933,043
4,597,370 2,687,269
127,648,880 79,953,724

Particulars

ATM management fees

VISA/Master card fees

Guarantee commission

Commission and discount

DD/TT/Swift fees

Remmitance fees and commission

Commission on fund transfer

Other fees and commission expenses
Total

2074-75 2073-74

196,515 269,207

196,515 269,207
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4.33 Net Trading Income
NPR
Particulars 2074-75 2073-74

Changes in fair value of trading assets - -

Gain /Loss on disposal of trading assets = =

Interest income on trading assets - -

Dividend income on trading assets - -

Gain/Loss foreign exchange translation - -

Other - -

Gains and Losses from Instruments Held for Trading - -
Foreign currency gains and losses arising on the translation of
foreign currency monetary assets and liabilities - -
Total - -

4.34 Other Operating Income
NPR
Particulars 2074-75 2073-74
Foreign exchange revaluation gain - -
service Charges = =
Renewal Fees - -
Gains and losses on sale of investment securities - -
Available for sale - -
Loans and receivables - =
Dividend Income on equity instruments -
Gain on disposal of Property and Equipments 390,258 -
Other non operating income - -
Income from Operating Lease = =
Gain on disposal of Investment Properties - -
Gain on revaluation of investment securities - -
Others

Total 390,258 =

4.35 Impairment charge/(reversal) for loan and other losses
NPR
Particulars 2074-75 2073-74
Impairment charge/(reversal) on loan and advances to B/FIs - -
Impairment charge/(reversal) on loan and advances to 40,064,504 24,161,325
customer

- Impairment charge 110,059,700 86,063,617

- Impairment reversal 69,995,196 61,902,292

Impairment charge/(reversal) on NBA - -

- Impairment charge = =

- Impairment reversal - -

Impairment charge/(reversal) on financial investment - -

- Impairment charge - -

- Impairment reversal = =
Impairment charge/(reversal) on placement with banks and
financial institutions -

Impairment charge/(reversal) on property and equipment = =

- Impairment charge - -

- Impairment reversal - -
Impairment charge/(reversal) on goodwill and intangible assets - -
Impairment charge/(reversal) on investment properties = =

Impairment charge/(reversal) on Other Assets 199,256 -

- Impairment charge 199,256 =

- Impairment reversal - -
Total 40,263,760 24,161,325
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4.36 Personal Expenses

NPR
Particulars 2074-75 2073-74

Salaries 121,555,828 89,723,070
Allowances 56,424,521 37,594,904
Training Expenses - 1,779,427
Uniform Expenses 2,270,000 1,774,500
Medical Expenses 9,278,307 6,782,791
House Rent Allowances 10,854,058 9,311,814
Insurance Expenses 2,504,419 1,125,505
Defined Contribution Plan - Expenses (PF) 11,171,027 8,962,952
Defined Benefit Plan - Expenses (Gratuity) (9,013,570) 10,146,550
Leave - Expenses 18,827,430 10,544,920
Finance Expese under NFRS 3,185,011 1,618,059
Trainee Allowance 1,912,413 2,645,878
Responsibility allowances 3,136,983 -
Subtotal 232,106,427 182,010,370
Employees bonus 32,864,541 37,422,268
Grand Total 264,970,968 219,432,638
4.37 Other Operating Expenses
4.37.1 Premise cost

NPR

2074-75

Particulars

2073-74

Lease rental (building and premises rent) 10,982,598 8,916,565
Light Electricity Water 1,579,359 1,238,722
Repair and maintenance - building - -
Security Expenses = =
Total 12,561,957 10,155,287
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4.37.2 Other Operating Expenses

NPR
Particulars 2074-75 2073-74
Repair and Maintenance
Vehicle 1,855,697 1,555,471
Office equipments and furnitures 1,242,797 1,562,937
Others - -
Insurance 612,594 739,844
Postage, Telex, Telephone, Fax 3,645,981 3,046,525
Travelling Allowances and Expenses 6,499,927 5,030,961
Stationery and Printing 5,225,655 4,174,002
Periodicals and Books 21,000 17,500
Advertisement 586,909 1,188,971
Legal Expenses 15,000 -
Donations = =
Expenses Relating to Board of Directors
Meeting Allowance 996,400 1,155,500
Others Expenses 705,492 719,085
General Meeting Expenses 431,128 441,989
Expenses Relating to Audit
Audit Fees 339,000 339,000
Other Expenses 162,619 23,610
Technology Support Cost (Technical Services
Fees ) - -
Share Registration Expenses - -
Entertainment = =
Commission and Discount - -
Others
a. Janitorial 7,897,603 6,404,449
b. Fuel Expenses 9,987,810 7,953,098
c. Renewal Fees 5,923,855 3,670,299
d. Office expenses 6,531,527 5,446,572
e. Office Meeting expenses 890,974 964,170
f. Rebate expenses 599,556 140,511
g. Raincoat Calculator & Bag Expenses 706,200 550,000
h. Examination expenses 143,341 60,810
i. Bank Day Expenses 285,718 498,984
Total 55,306,783 45,684,288
4.37.2.1 Audit Fees and expenses
NPR
Particulars 2074-75 2073-74
Audit Fees 339,000 339,000
Other audit related expenses 162,619 23,610
Internal Audit Fee - -
Total 501,619 362,610
4.38 Depreciation and Amortisation
NPR
Particulars 2074-75 2073-74
Depreciation of PPE (refer note 4.13) 7,308,566 6,316,006
Amortisation of expenses (refer note 4.14) 202,975 =
Total 7,511,541 6,316,006
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4.39 Non Operating Income

Particulars 2074-75
Recovery of Loan written off 20,733
Recovery of Interest on loan written off 23,119
Other Income -
Total 43,852

4.40 Non Operating expense

Particulars 2074-75

2073-74
69,887
56,908

126,795

NPR
2073-74

Recovery of Loans written off -
Unrecoverable loan written off -
Asset write off -
Expense of restructuring -
Redudancy provision -

Total -

1,152,451

1,152,451

AN Aftieh ATTRUT TT, arfier wferager ama. 9008 /09y

4



=) Suic crgfda fadier dzen fafies
>y Deprosc Laghubitta Bittiya Sanstha Limited
(AT YT FFATE ‘B T SIS WO T,

4.41 Income Tax Expenses

Particulars
Current Tax Expenses
Current Year
Adjustment for Prior Years
Deferred tax Expenses
Origination and Reversal of Temporary
Differences
Change in tax Rate
Recognition of Previously unrecognized
Tax Losses
Total

4.41.1: Reconciliation of Tax Expenses and Accounting Profit

Particulars

Profit Before Tax

Tax Amount at the Rate of 30%

Add: Tax Effect of the expenses that are
not deductible for tax purpose

Less: Tax Effect on Exempt Income
Add/Less: Tax Effect on other Items
Total Income Tax Expenses

Effective Tax Rate

4.41.2 Tax Settlement Status

2074-75
104,077,283
100,785,343
3,291,940
6,921,400

6,921,400

110,998,683

2074-75
375,647,767
112,694,330
2,120,107

114,814,437
30.56%

NPR
2073-74
120,542,695
114,467,523
6,075,172
4,671,234

4,671,234

125,213,929

NPR

2073-74
393,709,469
118,112,841
2,193,214

120,306,054
30.56%

The assessment of income tax has been completed upto fiscal year 2070/71 and all the
liabilities has been duly settled by the microfinance.

4.42 Legal Cases

The microfinance has one pending legal case on High Court Patan as on Ashad End 2075.

4.43 Loan Written Off

Microfinance has not written off any loan and advances during FY 2074-75.

4.44 Earning per share

Particulars
Earning attributable to equity shareholder]

Weighted average number of shares for
the period

Basic Earning per share (NPR)

Basic Earning per share (Restated)(NPR)

2074-75
261,207,349.44

7,031,004.02

37.15

2073-74
272,335,682.63
5,828,968.77

46.72
40.06
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4.45 First Time Adoption Reconciliaion

4.45.1 Adjustments to the opening NFRS Financial Statements

NPR
SFP Adjustments
Retirement Benefit Plan Liability (net)-Gratuity 20,869,527
Retirement Benefit Plan Liability (net)-Finance Cost Gralf (9,931,077)
Retirement Benefit Plan Liability (net)-Finance Cost Graf| -
Retirement Benefit Plan Liability (net)-Leave 33,258,239
Retirement Benefit Plan Liability (net)-Finance Cost Leay (27,872,350)
Interest Differential - charged to staff cost -
Interest Differential - recognised as income -
Accrued Income on loans and advances to customers 51,490,793
Initial charge revenue recognised =
Accrued Income on loans and advances to customers -
Fair value through (PL) 10,000
Reversal of Deferred tax of Fair value through (PL) -
Deferred Taxes Reversed (10,487,424)
Deferred Taxes Booked (3,595,266)
Lease payments (SLM) (13,306)
Proposed Bonus Share 90,273,346
Proposed Dividend 45,476,046
NET Adjustment 189,478,528
4.45.2 Adjustments to the Financial Statements of 2073-74
Particulars Total
SFP Adjustments
Retirement Benefit Plan Liability (net)-Gratuity 32,121,717
Retirement Benefit Plan Liability (net)-Finance Cost Gratuit| (20,077,627)
Retirement Benefit Plan Liability (net)-Finance Cost Gratuit| (115,055)
Retirement Benefit Plan Liability (net)-Leave 39,503,326
Retirement Benefit Plan Liability (net)-Finance Cost Leave (32,980,662)
Interest Differential - charged to staff cost (1,618,059)
Interest Differential - recognised as income 1,618,059
Accrued Income on loans and advances to customers 68,784,122
Initial charge revenue recognised -
Accrued Income on loans and advances to customers -
Fair value through (PL) 10,000

Reversal of Deferred tax of Fair value through (PL)
Deferred Taxes Reversed

Deferred Taxes Booked

Lease payments (SLM)

Credit (charge) to reserve

Loan Loss Provision

Lease payments (SLM)
Proposed Bonus Share
Proposed Dividend
Reclassification of reserve

NET Adjustment

(12,670,438)
(8,231,983)
(62,259)
66,281,141

96,979,366
90,918,155
187,897,521
254,178,662

SoPL

11,252,190
(10,146,550)

6,245,087
(5,108,312)
(1,618,059)

1,618,059

17,293,329

(2,183,014)
(4,671,234)
(48,953)
12,632,544

12,632,544

SFP

(115,055)

34,517

(80,539)

(80,539)

NPR

Carried forward
20,869,527
(9,931,077)

33,258,239
(27,872,350)

51,490,793
10,000
(10,487,424)
(3,595,266)
(13,306)
53,729,136

90,273,346
45,476,046
135,749,392
189,478,528
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4.45.2 Adjustments to the Financial Statements of 2074-75

Particulars
SFP Adjustments
Retirement Benefit Plan Liability (net)-Gratuity
Retirement Benefit Plan Liability (net)-Finance Cost Gratuit]
Retirement Benefit Plan Liability (net)-Finance Cost Gratuit]
Retirement Benefit Plan Liability (net)-Leave
Retirement Benefit Plan Liability (net)-Finance Cost Leave
Interest Differential - charged to staff cost
Interest Differential - recognised as income
Accrued Income on loans and advances to customers
Initial charge revenue recognised
Accrued Income on loans and advances to customers
Fair value through (PL)
Reversal of Deferred tax of Fair value through (PL)
Deferred Taxes Reversed
Deferred Taxes Booked
Lease payments (SLM)
Credit (charge) to reserve

Loan Loss Provision

Lease payments (SLM)

Proposed Bonus Share

Proposed Dividend

Reclassification of reserve
NET Adjustment

Total

54,113,173
(11,064,057)
(5,465,519)
46,194,799
(38,429,447)
(4,803,070)
4,803,070
83,819,990

10,000

(14,665,362)
(13,548,244)
(343,479)
100,621,854

70,310,040
70,310,040
140,620,080
241,241,934

SoPL

21,991,456
9,013,570
6,691,473
(5,448,785)
(3,185,011)
3,185,011

15,035,868

(1,994,924)
(6,921,400)
(281,220)
38,086,038

70,310,040
70,310,040
140,620,080
178,706,118

SFP

(5,350,464)

1,605,139
(3,745,325)

(3,745,325)

32,121,717

Carried forward

54,113,173
(11,064,057)
(5,465,519)
46,194,799
(38,429,447)
(4,803,070)
4,803,070
83,819,990

10,000

(14,665,362)
(13,548,244)
(343,479)
100,621,854

70,310,040
70,310,040
140,620,080
241,241,934
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4.45.3 Reconciliation of Statement of Financial Position reported for 2075 Ashad 32 due to the adoption of NFRS

Particulars

Restated 32-03-
2075

For The Year

Opening Adjusted

NPR

NRB/ Regulatory

Assets

Cash and cash equivalent

Due from Nepal Rastra Bank
Placement with Bank and Financial Institutions
Derivative financial instruments
Other trading assets

Loan and Advances to B/FIs
Loans and advances to customers
Investment in securities
Government Bonds

Current Tax Assets

Balances with other banks
Investment in subsidaries
Investment in Associates
Investment property

Property and equipment
Intangible Assets

Deferred tax assets / (liability)
Other assets

602,715,478

7,838,115,685
2,010,000
7,220,704

30,680,969
872,785

158,516,623

66,526,661
10,000

(151,671)
151,671

(12,482,348)

151,671
(151,671)

(2,183,014)

602,715,478

7,754,295,695
2,000,000

7,220,704

30,680,969
872,785

173,181,985

Total Assets

8,640,132,244|

54,054,313

15,110,315

8,570,967,616

Liabilities and Equity

Liabilities

Due to Bank and Financial Institutions
Due to Nepal Rastra Bank

Deposits by banks

Financial Liabilities held for Trading
Financial Liabilities designated at Fair Value Through Profit
or Loss

Derivative Financial instruments
Deposit from customers

Borrowings

Current Tax Liabilities

Proposed Dividend

Provisions

Deferred tax assets / (liability)

Other liabilities

Debt securities issued

Subordinated Liabilities

4,654,967,731
1,804,060

2,410,393,159

13,548,244
252,531,653

(70,310,040)
45,442,108
8,911,527
(42,927,065)

(45,442,109)
4,636,717
(2,078,405)

4,654,967,731
1,804,060

2,410,393,159

70,310,040

297,537,123

Total liabilities

7,333,244,847 |

(58,883,470)

(42,883,797)

7,435,012,113

Equity

Equity

Share Capital
Share premium
Retained earning
Reserves

703,100,402

309,077,129
294,709,866

(63,604,020)

176,541,802

(6,706,020)

64,700,133

773,410,442

67,835,195
294,709,866

Total shareholders’ equity
Non-controlling interests

Total equity

1,306,887,397 |

112,937,782

57,994,113

1,135,955,503

1,306,887,397

112,937,782

57,994,113

1,135,955,503

Total equity and liabilities

8,640,132,244|

54,054,312

15,110,316

8,570,967,616

AN Aftieh ATTRUT TT, arfier wferager ama. 9008 /09y

R



=) Suiaa crgfaa fadi=r dzen s

=y Deprosc Laghubitta Bittiya Sanstha Limited

(AT YT FFATE ‘B T SIS WO T,

4.45.3 Reconciliation of Statement of Financial Position reported for 2074 Ashad 31 due to the adoption of NFRS

Particulars

Restated 31-03-

2074

For The Year

Opening Adjusted

NPR
Previously

Reported 31-03-

Assets

Cash and cash equivalent

Due from Nepal Rastra Bank
Placement with Bank and Financial Institutions
Derivative financial instruments
Other trading assets

Loan and Advances to B/FIs
Loans and advances to customers
Investment in securities
Government Bonds

Current Tax Assets

Balances with other banks
Investment in subsidaries
Investment in Associates
Investment property

Property and equipment
Intangible Assets

Deferred tax assets / (liability)
Other assets

412,526,405

5,515,763,211
2,010,000

22,795,498
1,075,760

158,099,869

151,671
(151,671)

(2,183,014)

51,490,793
10,000

(151,671)
151,671

(10,487,424)

2074

412,526,405

5,446,979,089
2,000,000

22,795,498
1,075,760

170,770,307

Total Assets

6,112,270,743

15,110,315

41,013,369

6,056,147,059

Liabilities and Equity

Liabilities

Due to Bank and Financial Institutions

Due to Nepal Rastra Bank

Deposits by banks

Financial Liabilities held for Trading

Financial Liabilities designated at Fair Value Through Profit
or Loss

Derivative Financial instruments

Deposit from customers

3,068,992,147
3,100,724

1,673,626,880

3,068,992,147
3,100,724

1,673,626,880

Borrowings - - -

Current Tax Liabilities 607,909 - - 607,909
Provisions - (45,442,109) (45,476,046) 90,918,155
Deferred tax assets / (liability) 8,231,983 4,636,717 3,595,266 -
Other liabilities 214,038,831 (2,078,405) (16,311,033) 232,428,269
Debt securities issued - - -

Subordinated Liabilities - - - -

Total liabilities 4,968,598,474 (42,883,797) (58,191,813) 5,069,674,084
Equity

Share Capital 606,121,036 (6,706,020) (90,273,346) 703,100,402

Share premium B - - N
Retained earning 294,888,728 64,700,133 189,478,528 40,710,067
Reserves 242,662,506 - - 242,662,506
Total shareholders’ equity 1,143,672,270 57,994,113 99,205,182 986,472,975
Non-controlling interests -

Total equity 1,143,672,270 57,994,113 99,205,182 986,472,975

Total equity and liabilities 6,112,270,744 15,110,316 41,013,369 6,056,147,059
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4.45.4 Reconciliation of Statement of Financial Position reported for 31.03.2073 due to the adoption of NFRS

NPR

Restated 31-03- Remeasurement Previously Reported
Particulars 2073 31-03-2073
Assets
Cash and cash equivalent 358,744,093 - 358,744,093
Due from Nepal Rastra Bank - - -
Placement with Bank and Financial Institutions - -
Derivative financial instruments - -
Other trading assets - - -
Loan and Advances to B/FIs - - -
Loans and advances to customers 3,980,698,492 51,490,793 3,929,207,699
Investment in securities 10,000 10,000 -
Government Bonds - - -
Current Tax Assets - - -
Balances with other banks = =
Investment in subsidaries - -
Investment in Associates = =
Investment property - -
Property and equipment 19,266,774 (151,671) 19,418,445
Intangible Assets 151,671 151,671
Deferred tax assets / (liability) - - =
Other assets 132,240,215 (10,487,424) 142,727,639
Total Assets 4,491,111,245 41,013,369 4,450,097,876
Liabilities and Equity
Liabilities
Due to Bank and Financial Institutions 2,503,400,557 - 2,503,400,557
Due to Nepal Rastra Bank 4,673,696 - 4,673,696
Deposits by banks = - =
Financial Liabilities held for Trading - - -
Financial Liabilities designated at Fair Value Through Profit -
or Loss = =
Derivative Financial instruments - - -
Deposit from customers 1,163,489,095 - 1,163,489,095
Borrowings - -
Current Tax Liabilities 1,799,190 - 1,799,190
Provisions N (45,476,046) 45,476,046
Deferred tax assets / (liability) 3,595,266 3,595,266
Other liabilities 168,152,901 (16,311,033) 184,463,934
Debt securities issued = -
Subordinated Liabilities - - -
Total liabilities 3,845,110,705 (58,191,813) 3,903,302,518
Equity
Share Capital 257,923,845 (90,273,346) 348,197,191
Share premium 5,015,785 - 5,015,785
Retained earning 218,536,587 189,478,528 29,058,059
Reserves 164,524,323 - 164,524,323
Total shareholders’ equity 646,000,540 99,205,182 546,795,358
Non-controlling interests -
Total equity 646,000,540 99,205,182 546,795,358
Total equity and liabilities 4,491,111,245 41,013,369 4,450,097,876
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4.45.5 Reconciliation of Statement of Profit or Loss reported for 2074-75 due to the adoption of NFRS

Particulars Restated 2074-75 Adjustment Regulatory/ NRB

Interest Income 1,167,152,107 18,220,879 1,148,931,228
Interest Expense (538,775,806) - (538,775,806)
Net interest income 628,376,301 18,220,879 610,155,422
Fees and Commission Income 127,648,880 - 127,648,880
Fees and Commission Expense 196,515 196,515 -
Net fee and Commission income 127,452,365 (196,515) 127,648,880
Net interest fee and commission income 755,828,666 18,024,364 737,804,302
Net Trading Income - - -
Other Operating Income 390,258 390,258 -
Total operating income 756,218,924 18,414,622 737,804,302
Impairment charge/(reversal) for loans and other losses (40,263,760) - (40,263,760)
Net Operating income 715,955,164 18,414,622 697,540,542
Personal Expense 264,970,968 (29,062,703) 294,033,671
Other Operating Expenses 67,868,740 84,705 67,784,035
Depreciation and amortisation 7,511,541 - 7,511,541
Operating expenses 340,351,249 (28,977,998) 369,329,247
Net operating Profit 375,603,915 47,392,620 328,211,295
Non operating income 43,852 (346,406) 390,258
Non operating expense - (43,852) 43,852
Profit before income tax 375,647,767 47,002,362 328,645,405
Income tax expense

Current tax (104,077,283) - (104,077,283)

Deferred tax income / (expense) (6,921,400) (8,916,324) 1,994,924
Profit for the year 264,649,084 38,086,038 226,563,046
Earnings per share:
Basic earnings per ordinary share (NPR) 37.64 29.29

Diluted earnings per ordinary share (NPR)(Initially
Reported)
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4.45.5 Reconciliation of Statement of Profit or Loss reported for 2073-74 due to the adoption of NFRS

NPR

Previously Reported

Restated 2073-74 2073-74

Particulars

Adjustment

Interest Income 910,559,033 18,911,388 891,647,645
Interest Expense (289,758,881) - (289,758,881)
Net interest income 620,800,152 18,911,388 601,888,764
Fees and Commission Income 79,953,724 - 79,953,724
Fees and Commission Expense 269,207 269,207 -
Net fee and Commission income 79,684,517 (269,207) 79,953,724
Net interest fee and commission income 700,484,669 18,642,181 681,842,488
Net Trading Income = = =
Other Operating Income - - -
Total operating income 700,484,669 18,642,181 681,842,488
Impairment charge/(reversal) for loans and other losses (24,161,325) - (24,161,325)
Net Operating income 676,323,344 18,642,181 657,681,163
Personal Expense 219,432,638 (624,356) 220,056,994
Other Operating Expenses 55,839,575 (220,254) 56,059,829
Depreciation and amortisation 6,316,006 - 6,316,006
Operating expenses 281,588,219 (844,610) 282,432,829
Net operating Profit 394,735,125 19,486,791 375,248,334
Non operating income 126,795 126,795 =
Non operating expense (1,152,451) (126,795) (1,025,656)
Profit before income tax 393,709,469 19,486,791 374,222,678
Income tax expense

Current tax (120,542,695) - (120,542,695)

Deferred tax income / (expense) (4,671,234) (6,854,248) 2,183,014
Profit for the year 268,495,541 12,632,544 255,862,997
Earnings per share:
Basic earnings per ordinary share (NPR) 46.06 36.39
Earning per share (NPR) (Restated) 39.49 -
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5. Disclosures & Additional Information

5.1 Risk Management

In compliance with Nepal Rastra Bank Directive on 6 "Corporate Governance", the Board of
microfinance has established a Risk Management Committee with clear terms of reference. As at
the date of this report, the Microfinance’s Management Committee comprised of the following:

1 Non-Executive Director from Promoter Chairperson

2 Non-Executive Director from Promoter Member

3 Operation Head Member

4 Risk Head Member secretary

The Committee meets at least four times annually. The committee oversees and reviews the
fundamental prudential risks including operational, credit, market, capital and liquidity risk etc.

The responsibilities of Risk Management Committee are as follows:

a. Ensuring the microfinance has clear, comprehensive and well documented policies and
procedure.

b. Defining the microfinance’s overall risk tolerance.

c. Ensuring that microfinance’s significant risks exposure is maintained at prudent levels and
consistent with the available capital.

Apart from Board Level Risk Management Committee the other committees and groups as
mentioned below supports for Overall Risk Management.

i) Risk Governance

Risk management committee of the microfinance has formed to review the credit risk, market risk
and liquidity risk of the microfinance. Apart from this the microfinance has recently formed the Assets
Liability Management Committee to monitor Liquidity risk as well as market risk.

Risk Management Department conducts periodical financial surveillance and monitoring. Through
its risk management framework, the Microfinance seeks to efficiently manage credit, market and
liquidity risks which arise directly through the Microfinance’s commercial activities as well as
operational and regulatory risks which arise as a normal consequence of any business undertaking.
As part of this framework, the Microfinance uses a set of principles that describe its risk management
culture

The maijor risk areas and mitigation mechanism is as given below;
1) Credit Risk

Credit risk is the potential for loss due to failure of counterparty to meet its obligations to pay the
Microfinance in accordance with agreed terms.

The microfinance has Credit Policy Guidelines (CPG) that, inter alia, consist of areas of lending,
eligibility of borrower, loan application format and requirement, necessary documents for processing
loans, risk assessment areas, loan approval authority and other general credit principles. The CPG
has been formulated by keeping in mind the prudential norms given by NRB.

A standardized loan application forms has been in use for facilitating collection and analysis of all
the relevant data for evaluating credit worthiness and proper evaluation of the credit risk of the
prospective borrower and groups. The factors considered in evaluating loan applications normally
included prospects of the proposed business/purpose, group guarantee and other relevant risk
mitigates. Further, inspection and supervision are also conducted before approval of the loan for
pre-analysis and after the disbursement of loan as well for monitoring the utilization of loan.
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2) Operational Risk

Operational risk is the prospect of loss of resulting from inadequate or failed procedures, systems or
policies, employee errors, system failures, fraud or other criminal activity, any event that disrupts
business processes.

Operational risk exposures are managed through a consistent set of management processes that
drive risk identification, assessment, control and monitoring. For the control of operational risk of
institution, it has Financial Administration Policy, Employee Bylaws, operational manual which
guides the day to day operation.

Operational risks can arise from all business lines and from all activities carried out by the
Microfinance. Operational Risk management approach seeks to ensure management of operational
risk by maintaining a complete process universe defined for all business segments, products and
functions processes through various policies, manuals and documents.

3) Market Risk

Risks arising out of adverse movements in interest rates and equity prices are covered under Market
Risk Management. Market Risk is the potential for loss of earnings or economic value due to adverse
changes in financial market rates or prices. Institution exposure to market risk arises principally from
customer driven transactions.

In line with Risk Management Guidelines prescribed by NRB, the Microfinance focuses on risk
management in addition to that Interest rate risk is assessed at a regular interval to strengthen
market risk management. The market risk is managed within the risk tolerances and market risk
limits set by new formed ALCO.

4) Liquidity Risk

Liquidity risk is the potential that the Microfinance either does not have sufficient liquid financial
resources available to meet all its obligations as they fall due, or can only access these financial
resources at excessive cost. The Liquidity Risk is managed by Finance Department and ALCO.

5) Employee Benefit Risk

Employee benefit risk is the potential risk of loss due to having to meet shortfall in the Microfinance’s
defined benefits gratuity and leave encashment schemes.

The risk is managed by making regular funds for various employee benefit scheme.
6) Internal Control

The Board is committed to managing risks and in controlling its business and financial activities in a
manner which enables it to maximize profitable business opportunities, avoid or reduce risks which
can cause loss or reputational damage, ensure compliance with applicable laws and regulations and
enhance resilience to external events.

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 Microfinance’s system of internal control during the year and provided feedback to the Board
as appropriate. The microfinance has separate Internal Audit department to maintain independency
on the internal control system of institution. The Internal Audit monitors compliance with
policies/standards and the effectiveness of internal control structures across the Company through
its program of business/unit audits. Internal Audit reports are periodically forwarded to the Audit
Committee. The findings of all audits are reported to the Chief Executive Officer and Audit committee
for initiating immediate corrective measures.
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7) Fair Value Financial assets and liabilities

Hierarchy of fair value measurement of financial assets at fair value

32-3-2075 Level 1 Level 2 Level 3
Assets
Corporate Securities = =
- Center for Microfinance PVT LTD 10,000
- Finsoft nepal Pvt Ltd 2,000,000
Investment in Debentures , Bonds & Mutual fund - - -
31-3-2074 Level 1 Level 2 Level 3
Assets
Corporate Securities = = =
- Center for Microfinance PVT LTD 10,000
- Finsoft nepal Pvt Ltd 2,000,000
Investment in Debentures , Bonds & Mutual fund - b’
31-3-2073 Level 1 Level 2 Level 3
Assets
Corporate Securities = =
- Center for Microfinance PVT LTD 10,000
Investment in Debentures , Bonds & Mutual fund = - -
Hierarchy of fair value measurement of financial assets at amortised cost
32-3-2075 Level 1 Level 2 Level 3
Loans and Advances to banks - -
Loans and Advances to Customers - 7,838,115,685
Other Financial Assets - 125,191,940
Government Development Bond = =
Total - - 7,963,307,625
31-3-2074 Level 1 Level 2 Level 3
Loans and Advances to banks -
Loans and Advances to Customers 5,515,763,211
Other Financial Assets 125,992,286
Government Development Bond -
Total 5,641,755,497
31-3-2073 Level 1 Level 2 Level 3
Loans and Advances to banks -
Loans and Advances to Customers 3,980,698,492
Other Financial Assets 127,662,269
Government Development Bond -
Total 4,108,360,761
Fair value of financial liabilities
NPR
32-3-2075 Level 1 Level 2 Level 3
Deposit from customers - - 2,410,393,159
Borrowings - - 4,656,771,791
Other Financial Liabilities - - 252,188,174
Total o = 7,319,353,124
NPR
31-3-2074 Level 1 Level 2 Level 3
Deposit from customers - - 1,673,626,880
Borrowings o = 3,072,092,871
Other Financial Liabilities - - 213,976,570
Total o = 4,959,696,321
NPR
31-3-2073 Level 1 Level 2 Level 3
Deposit from customers - - 1,163,489,095
Borrowings - - 2,508,074,253
Other Financial Liabilities - - 168,139,595
Total o = 3,839,702,943
q0% Tl qTTSieh YTLTRUT JHT, ATTti Ufdags 3T.a. 008 /00y
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The microfinance has maintained the capital adequacy as required by Nepal Rastra Bank. Capital
adequacy ratio as on Ashad end 2075 is 12.95 % and 13.91 % on core capital and capital fund
respectively.

Capital Management

5.2 Classification of Financial Assets and Liabilities

As at 32 Ashad 2075 NPR

Financial Assets

Assets at fair value

Assets at amortised costs

Designated at

Trading FVTPL

Loans and

Through OCI Available for sale Receivables Held to maturity

As at 31 Ashad 2074

Assets at fair value

Due from Nepal Rastra Bank 4.2 - - -
Loans and Advances to banks 4.6 = g = = g = =
Loans and Advances to Customers 4.7 - - - - 7,838,115,685 7,838,115,685
Investment in securities 4.8 = g 2,010,000 = g = 2,010,000
Other Financial Assets 4.16 - - - 125,191,940 125,191,940

Total - - 2,010,000 - 7,963,307,625 -l 7,965,317,625

es at fair value
Designated at Liabilities at Total
Trading FVTPL amortised costs

Deposit from customers 4.20 - - 2,410,393,159 | 2,410,393,159.00
Due to Bank and Financial Institutions 4.17 4,654,967,731 4,654,967,731
Due to Nepal Rastra Bank 4.18 - - 1,804,060 1,804,060
Other Financial Liabilities 4.23 = e 252,188,174 252,188,174

Total - - 7,319,353,124 7,319,353,124

NPR

Assets at amortised costs

- q Designated at Loans and

e Trading FVTPL Through OCI Available forsale  Receivables  Held to maturity

Due from Nepal Rastra Bank 4.2 - - - - - - -

Placement with Bank and Financial Institutions 2 = = = = = = =

Loans and Advances to banks 4.6 - - - - - - -

Loans and Advances to Customers 4.7 = g = = 5,515,763,211 = 5,515,763,211

Investment in securities 4.8 - - 2,010,000 - - - 2,010,000

Other Financial Assets 4.16 = g = = 125,992,286 = 125,992,286
Total - - 2,010,000 - 5,641,755,497 - 5,643,765,497

Financial Liabilities

ities at fair value

Liabilities at
amortised costs

Designated at

Trading FVTPL

Total

Deposit from customers 4.20 1,673,626,880 | 1,673,626,880.00
Due to Bank and Financial Institutions 4.17 3,068,992,147 3,068,992,147
Due to Nepal Rastra Bank 4.18 - - 3,100,724 3,100,724
Other Financial Liabilities 4.23 = g 213,976,570 213,976,570

Total - -l 4,959,696,321 4,959,696,321

As at 31 Ashad 2073 (Openin

Financial Assets

NFRS Financial Statement

Assets at fair value
Designated at
FVTPL

Trading Through OCI

Available for sale

Assets at amortised costs
Loans and

Receivables Held to maturity

Due from Nepal Rastra Bank 4.2 - - - - - -
Loans and Advances to banks 4.6 = g = = g = =
Loans and Advances to Customers 4.7 - - - 3,980,698,492 - 3,980,698,492
Investment in securities 4.8 g 10,000 g = 10,000
Other Financial Assets 4.16 - - - 127,662,269 - 127,662,269
Total - - 10,000 - 4,108,360,761 4,108,370,761
Liabilities at fair value
- A1 [ A Designated at Liabilities at
Financial Liabilities Trading FVTPL amortised costs Total
Deposit from customers 4.20 - - 1,163,489,095| 1,163,489,095.00
Due to Bank and Financial Institutions 4.17 2,503,400,557 2,503,400,557
Due to Nepal Rastra Bank 4.18 - - 4,673,696 4,673,696
Other Financial Liabilities 4.23 = e 168,139,595 168,139,595
Total - - 3,839,702,943 3,839,702,943
AL Aiftic FTURUT T, arfdier ufdagar sa. 2008 /09y q09
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5.4 Related Parties Disclosures

5.4.1 Identification of Related Parties
Following has been identified as Related Parties for Deprosc Laghubitta Bittiya Sanstha Limited
under NAS 24 Related Parties:

1. Directors
2. Key Management Personnel of the Microfinance
3. Relatives of Directors and Key Managerial Personnel

Directors

Mr. Deepak Khanal - Chairman Mr. Deepak Khanal - Chairman Mr. Ramesh Prasad Lohani - Chairman
Mr. Yagya Prasad Sharma Mr. Prakash Bahadur Shrestha Mr. Deepak Khanal

Dr. Vrigu Rishi Duwadi Mr. Sheshraman Acharya Mr. Nirmal Kumar Baral

Mr. Rita Poudel Mr. Basu Prasad Upadhaya Mr. Prakash Bahadur Shrestha

Mr. Ramesh Kumar Raghubanshi Mr. Yagya Prasad Sharma Mr. Pramod Pandey

Mr. Pratap Subedi Mr. Raju Nath Khanal Mr. Sheshraman Acharya

Mr. Naresh Man Pradhan Mr. Basu Prasad Upadhaya

Mr. Arun Kumar Bajracharya
Key Management Personnel

Mr. Amraj Khadka -CEO Mr. Sharada Prasad Kattel -CEO Mr. Sharada Prasad Kattel -CEO
Mr. Murali Prasad Lamsal- DCEO Mr. Murali Prasad Lamsal- DCEO  Mr. Murali Prasad Lamsal- DCEO
Mr. Hem Kumar Kafle Mr. Hem Kumar Kafle Mr. Hem Kumar Kafle

Mr. Puspa Raj Adhikari Mr. Puspa Raj Adhikari Mr. Puspa Raj Adhikari

Mr. Hari Prasad Acharya Mr. Hari Prasad Acharya Mr. Hari Prasad Acharya

Mr. Buddhiraj Ghimire Mr. Buddhiraj Ghimire Mr. Buddhiraj Ghimire

Mr. Yubaraj Bartaula Mr. Yubaraj Bartaula Mr. Yubaraj Bartaula

Mr. Gyanendra Prasad Aryal Mr. Gyanendra Prasad Aryal Mr. Gyanendra Prasad Aryal

Mr. Pawan Raj Pathak Mr. Pawan Raj Pathak Mr. Pawan Raj Pathak

Mr. Raju Mahat Chhetri Mr. Raju Mahat Chhetri Mr. Raju Mahat Chhetri

5.4.2 Transaction during the Year

NPR
Particulars

Directors
Directors Sitting Fees 996,400 1,155,500
Other directors’ expenses (if any) 705,492 719,0845
Total 1,701,892 1,874,585
Key Management Personnel*
Remuneration and Benefit Paid 10,411,448 13,268,176
Post-Retirement Benefits 19,421,223 14,076,367
Other Long-term Benefits - -
Borrowing during the year 4,529,084 6,361,808
Interest on Borrowing 302,796 317,302
Interest on account balances - -
Other transactions benefits if any - -
Total 34,664,552 34,023,652.36
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5.4.3 Reporting Date Balances
NPR
2072/73

2074/75 2073/74

Year End Balances
Directors Deposits - - -

KMP Deposits**

Borrowings 832,097,849 796,150,978 598,866,486
Other Receivable payables if any - - -
Total 832,097,849 796,150,978 598,866,486

5.5 Additional disclosures of Non-Consolidated entities

The microfinance does not have any subsidiary. Therefore, consolidation is not applicable.
5.6 Events after reporting period

Microfinance monitors and assess events that may have potential impact to qualify as adjusting
and / or non-adjusting events after the end of the reporting period. All adjusting events are
adjusted in the books with additional disclosures and non-adjusting material events are
discloses in the notes with possible financial impact, to the extent ascertainable.

There are no material events that has occurred subsequent to 32" Ashad 2075 till the signing
of this financial statement except the proposition of cash and bonus share by the board for
approval from Annual General Meeting.

5.7 Declaration of Dividend

The board of Directors has proposed 10% Cash Dividend and 10% Bonus Share on the
Share Capital as on Ashad End 2075. The details of proposed dividend is as given below.

NPR
Particulars FY 2074/75 FY 2073/74 FY 2072/73
Cash Dividends Declared 10.00% 15.00% 17.63%
Bonus Shares 10.00% 16.00% 35.00%
Total 20.00% 31.00% 52.63%

Deepak Khanal Yagya Prasad Sharma
Chairman Director

Rita Paudel Ramesh Kumar Raghubanshi
Director Director

Naresh Man Pradhan Amraj Khadka
Director CEO

Date: 2075/08/12
Place: Kathmandu

Vrigu Rishi Duwadi
Director

Pratap Subedi
Director

Puspa Raj Adhikari

Head, Finance & Account Department

As per our report of even date

Sudarshan Raj Pandey
Senior Partner
S.R. Pandey & Co.
Chartered Accountants
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