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D.G.B.A. Associates
Chartered Accountants
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INDEPENDENT AUDITOR'S REPORT
To the Sharcholders of
M/s Mahuli Laghubitta Bittiya Sanstha Ltd.
Makuli, Saptari, Nepal.

Opinien

We have audited the fnancial statements of Mahuli Laghubitia Bittiva Sanstha Lid. {referred wo
as “Microfinance”), which comprise the Statement of Financia! Position a3 mt Ashadh 32, 2052
duly Iim,mtﬂmmtdhuﬂ:mlmmdmmwmnﬁm!mmm{
Changes in Equity and Stalement of Cash Flows for the vear then ended, and Notes to the
Fmancil Sistements, including & summary of significant accounting policies.

ln gur opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Microfinance as at Ashadh 32, 2082 fJuly 16, 2025) and s fimancial
performance and its cash flows for the vear then ended in accordance with Nepal Financial
Reponing Standands (INFRS).

Basgls for Opinion

We conducted our audit in mccordance with Nepal Standards on Auditing (NSAsl. Our
Wurﬂnlﬁnﬂﬂﬂﬂmﬂ:m[ﬂnﬁq“nﬁ:ﬂhﬁ:hﬂdﬂm‘akﬂpﬂuﬂﬂﬁumr
&mﬂitﬂﬂnmmﬁﬂﬁmmumarmrmm. We are independent of the

. Microfinance in accordante with the ICAN'S Handbook of Code of Ethics for Professional

Accountants, and we have fulfilled our other ethical responsibilities tn accordance with the
ICAN's Handbook of the Code of Ethics for professional Accoontants, Wi belisee that the anadit
evidence we have obtained is sulficient and appropriate to provide basis for our opinion.

Key Andit Matters .
Key nudit matters are those matters that, in our professional judgement, were of most
significance in the awdit of statements of the current period, which were addressed in

the context of the apdit of the financial statements as a whole, and in forming our opinion
thereon. We do ot provide a separate opinion on these matters. We have determined the matters
described below as the key audit matiers 1o be communicated in our report. The results of our
audit procedures, including the procedures performed to address the matters below, provide the

basis for cur audit opinion on the sccompanying financial statements.
BN, | Eey Audit Matters Aunditer's Response |

L | Interest [ncome

Rel. Note no. 4.27 and accounting policies 1o the Financial Statements.,

| The Microfinance has lotal interest We appled llowing procedures in
mcome  from customers of Ru | respect of verification of interest income:
T09.TET,753.99, U ing of the core hanking
software of the Microfinance how
ﬂ'ttrud raic on loans and sdvances

been implemented in system
Bank/ NFRS. Interest has not been | 5 wheiher intercst income on advances

is auiomabically generated in the CBS
EFRIEMm,

. recognition of accrual of interest ncame

Due to Hmitation of lack of system
capahility to review the fair value of the
collatersl on  tegular basis, manus]
intervention might be required for

* Review of accrual and  recognition
interest income whether relevani NFRS
and the NRB norms bave been followed
by the Microfinance for the same.
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As this may have effect on the recognition
of the interest income by the
Microfinance, we have considered it as a
key mudit matier.

¥ Review and wverify the transactions
relating to manual debit or credit of
interest in the system.

# Understanding as to how the
Microfinance's managemeni monitors
their business, analyze (s credit
portfolic and the interest income
thereon.

#» Review whether the legnl remedies
against defaulting bormowers are not
adversely affected.

Accounting policies and recognition of

mterest income have been considered

&. Reviewing the overdue status of loans
and advances by obtaining data from the
system and matching the same with NRB
2.2 repori.

b. Sampile credit files were reviewed for the
purpose of assuring the utilization of loan
& advances for the intended purpose,
account movement and account fumover.

c. Assessed the algnment of the
Microfinance company's Impairment for
expected credit losses computations and
underlying methodology including
responses o current sconomic conditions
with its accounting policies, based on the
best available information up 1o the date
of our repart

d. Evalunied the design, implementation
and operating effectivencss of controls
over estimation of expected credit losses,
which included assessing the level of
oversight review and approval of
impairment for expected credit losses,
policies and procedures by the board and
management.

€. Tested the completeness, accuracy and
reasonablkeness of the underiying data
used in the expected credit loss
computations by agresing detuls o
refevant source  documents | and
accounting records.

f. Evalusted the reasonableness of oedit
quality assessments and related stage

&

W



In addition to the above, the following
procedures were performed;

g For lbans and sdvences assesssd on an
individual basis for &mpairment:

s Tested the anthmetical accuracy of the
underlym; mdividual Imparment

= Evalusied the reasonableness of key
inpute ussd in the impairment for
expected credit  Josses made with
economic conditions. Such evaluations
were carmied out considering the value
and tming of cash flow forccasts
partcularly relating to clevated risk
industries and status of recovery actions
of the collaterals.

h. For loans and advances assessed ona
collective basis for mpaimment:

F Tested the key inputs -and the
calculations used in the impairment {or
expected credit losses.

Assessed  the reasonableness  of
rjt:dﬂmml:. estimates used by the

Management in  the underlymg
methodology and the management
overlays., Our  testing  included
regsonablensas  of  forward-lookdng
information vsed, esconomic scenarios
consdered, and probability weighting
assigned to each scEnans.

We applied folowing procedures in respect
of verification of loan loss proviesion:

* Review of borrower’s flea, which
mﬂuﬁuﬁn}unhmulhnmrrn'

documents, CIC and
compliancs with prudential
regulations.

* Business sites visit of the bormowers on
samphing basis.

¥ Review of IT system to provide loan Joss

provision based on overdue payments.
¥ On sampling basis, venficaton of
BEC of 15i00 i noT=

AT s Wiragd J0CY/0L3
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performing loan calcalated by the IT
syslem and manual calculation
sampling basis.

* Evaluation of eappropriatencss of
subjective judgement made by the
management for performing loans®
borrowers.

¥* Review of Management and Board's
evaluation and decizions on loans.

¥ PReviewed the ECL wvalidation report
and assessed key assumptions, model
methodology, and recommendations
provided.

Loan loss provision made by the
Mirrofinance is considersd sccepiabie.

Information

Information Technology System
The informaton technology of the
Microfinance involves a large number of
independent and inter-dependent IT
systems that are used to process and
record a large volume of transactions in
the Microfinance's activitics.
As a result, the inancial accounting and
reporting procedure places a significant
level of reliance and rely on such IT
sVEtems.
Appropriate T general controls and
application controls are required to
mMmchﬂaymmnbhm
the data, as reglired,
mmp-h:t:ly accurately and consistently
for relinble financial reporting,
Due o the importance of the impact of
the IT systems and related control
environment on the institution's
financial reporting process, we have
identified testing of such IT systems and
related control environment as a key
audit matter.

Our audit approach regarding information
technology of the Microfinance is based
upon the Information Technology
Guidelines issusd by NRB and it also
included:
¥ Verification of the interest income and
expense booking regarding loan and
deposits on test check basis with the
core banking system of the institution.
# Verification of the provisioning of the
loan and advances based on ageing on
test check basis.

We considered the IT systems and their
relevant controls to be adequate,

Other Information

Management is responsible for the of other information. The other information
comprises the information included in the Annual Report but does not include the Financial
Statements and our auditor’s report thereon.

Our opinion on the Financial Statement does not cover the other information and we do not
express any form of assurance conclusion thereon.

= Our responsibility is to read the Other Information and, in doing so, consider whether the Other
Information is materially inconsistent with the Financial Statements or our knowledge obtained
in the course of gur audit or otherwise appears to be materially misstated. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information,
we are required to report the fact. We have nothing to report on in this regard.

£
i



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

Management is responsible for the preparation and fair presentation of the financial statements
in sccordance with Nepal Financia! Reporting Siandards (NFRS), and for such internal control
as management determines iz necessary (o enable the preparation of financial stntements that
are free from material misstatement, whether dus to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Microfinance's ability to contimuie as a going concern, disclosing. as applicable, matters related
to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Microfingnce or 1o cease operations, or has no realistic alternastive but 1o
do s0.

Those charged with governance are responsible for overseeing the Microfinance’s financial
feparting process.

Auditor's Responalbilities for the Audit of the Financial Statements

Cur objectives are 1o obiain reasonable assurence sbout whether the financial statemenis as a
whole are free from material misstatement, whether due to fraud or ermor and o issue an
auditor's report that includes our opinion. Ressonable assurance iz a high level of assurance but
i not & guarantee that an audit conducted in accondance with NSAs will always detect a matenal
misstatement when il exists. Misstatements can anse from fraud or error and are considersd
material if individually or in the aggregare, they could reasonably be expected to influence the
econemic decisions of users taken on the basis of these financal statemenis.

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

+ Identifvr and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive Lo those
rizks, and obtain sedit evidence that is sufficient and appropriate to provide a basis for
our opimon. The risk of not detecting & material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion. forgery,
intentonal omissions, misrepresentations or the overnde of internal conwol.

» Obtain an understanding of internal control relevant to the audit in order 1o design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the organization’s internal control.

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

& Conclude on the appropriateness of management’s use of the going concern bass of
accounting and baged on the audit evidence obtained, whether @ material uncertainty
exisis related o cvents or conditons that may cast significant doubt on msution’s
ability 1o continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report 1o the related disclosures in the
financial statements or, if such dizscloasures are inadequate, to modify our opinion, Our
conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause institution to cease to continue
BS 4 POINE CONCETT.

= Evaluate the overall presentation, structure and content of the financial statement,
including the disclosures, and whether the financial statements represent the underlving
transactions and events in a manner that achieves [air presentation.

We communicate with those charged with governance, regarding, among other matters, the
planned scope and timing of the audit and significant audit findings. including anv significant
deficisncies in internal conirol that we i ify dunng our audit.

.l"'h'q.
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Report on Other Legal and Regulatory Requirements
We have determined to communicate following matters in accordance with the requirements af
NRE Directives, Companies Act, 2063, BAFIA, 2073 and other regulatory requirements:

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

+ Based on our audit, proper books of accounts as required by law have been kept by the
Microfinance.,

+ The Statement of Financial Position, the Statement of Profit or Loss and Other
Comprehensive Income, the Cash Flow Statement, and the Statement of Changes in
E‘-q,ui,t:.rd:ahwithhrminupunmmqrummtwiﬂuhthmhafmunumﬂnmhmd
by the Microfinance.

* The capital fund, risk bearing fund and the provisions for possible impairment of assets
of the Microfinance are adeguate considering the Directives issued by Nepal Rastra Bank.

+ In our opinion and to the best of our information and according to the explanations and
from our examination of the books of accounts of the Microfinance, we have not come
acToss any case where the Board of Directors or any office bearer of the Microfinance have
acted contrary to the provisions of law, or committed any misappropriation or caused any
loss or damage to the Microfinance and violated Directives issued by Nepal Rastra Bank
or acted in a manner, as would jeopardize the interest and security of the Microfinance,
its shareholders and its depositors.

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

D.0.B.A. Associates
Chartered Accountant

Place: Kathmandu, Nepal
Date: 208270904
UDIN: 251220CA01253m3pWW
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Mahuli Laghubitta Bittiya Sanstha Limited

Statement of Financia Position

a1 9GS inagd 0% /0L

Asat 32° Ashadh 2082
{NPR)
Particulars Maote Curreni Year Previous Year
Assefs
Cash and Cash Equivalents i 418.979.195.17 252 379584 .41

Stalvtory Balances and due from Nepal Rasira Bank 42 24 0 SOHD 22 5015 MM, M)
| Placement with Bank and Financial Institulions 43 - -
 Derivative inancial Instruments 44

Other Trading Assets 45

|.oans and Advances 1o MEls & Uooperatives 4.6 - -
Loans and Advances 1o Customiers 4.7 5.116.99],113.98 4582448, 791 87
|n'|.'|:-'r!l.l'|1|:L'll Securilies 4.1 1O R R Lk I.[H_HF.{HHF.I:H'I
Current Tax Assels 49 5,064 87527 1567922093
Investmenl Properiy 411 . :
Property and Faquipment 4,11 HLOTT 503,22 149.696,059.29
Goodwill and Intangible Assets 412 733,117.57 #40,941.92
Deferred Tax Assels 413 54.351.41H.65 22,166,547 68
[Other Asscls 414 18,034,179.86 28,352,751).32
Total Assets 3,000,036,346.72 4.955,068,336.41

Particulars Note Current Year Previous Year

Liabilities

Droe to Bank and Financial Institutions

Due to Nepal Bastra Bank

erivative Fipancal Instruments

s | |
~1|= ]

4148

1.830.212.896. 45

164547337553

| Deposits from Customiers
|h1rrm'|.'|n|='!i 4.1% 2910, 1116098 2AM,0B6036.55
 Current Tax Liabilities 449 =3 _ =
Provisions 4.H) B A9E 630,03 8.1 78,004 88
Delerred Tax Liabilitics 4,13 .
l]lhi.‘-r Liahilitics 4.21 242,735 2110 40k 24664253871
Dt Secunties lssued 422 .
Subordinated Lishilitics 123 > LY 5
| Total Liabilities 4,991,957 887 .86 4,320, 380.415.67
Equity
Share Capital 4.24 369.923.500.210 322.378.585.20
Share Premium
| Retained Eamnings 47. 712 380,35 26,466,702 56
Reserves 175 280,442,578 31 285,843,633.00
Total Equity Altributable to Equity Holders 698,078,458.86 634.688,920.76
Mo L mlrﬂ-“mp. Inlerest
Total Equity 698.078,458.86 634,688.920.76
Total Liabilities and Equity 5.690,036,346.72 4.955,069,336.43
Conlingenl Liabilitics and Commilments 4.26 = :
Net Assets Value per share 188.71 196,88
As per our report of even date
Birn Lama saroj Kumar 53 Mohan Hari I}anﬁahmimrﬁahmn{l&.
Head Chief Executive Officer Chairman DUG.RA Associates
(Fimance Management DeplL) Directors Chartered Accountants

Dhale 208200804
Place: Kathmandu

Shree Prasad Chaudhary
Ramila Arrat ‘.‘I Haj |1hand:u:

Shyam Kand (

Nimanand Kadel
Bhupati Raj Pandey
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Mahuli Laghubitta Bittiya Sanstha Limited

Statement of Profit or Loss
For the year ended 32" Ashadh 2082
{NPR)
Particulars Note | Current Year | Previous Year

Interest Income 4. 27 TR TET, 75399 631.694.981.71
Interest Expense 4.28 353.824,194.35 | 374,896.634.05
Net Interest Income 355,963,559.64 | 256,798,347.66
Fee and Commission Income 429 5435746643 | 54.165,330.68
Fee and Commission Expense 4.30 15,150.096.02 3,059, 604,00
Nel Fee and Commission Income 39.207.370.41| 51,105,730.68
Net Interest, Fee and Commisson Income 395,170,930.05 | 307,904.078.34
Net Trading Income 4.31 = 2
Other Operating Income 432 - -
Total Operating Income 395,170,930.05 | 307,904.078.34
Impairment Charge/ (Reversal) for Loans and Other Lossess 4.33 131.360,655.56 | 37.705,127.35
Net Operating Income 263,810,274.49 | 270,198,950.99
Operating Expense

Personnel Expenses 4.34 177,902,139.31 ] 176,703,040.99
Other Operating Expenses 4.35 43, 9657.678.47 32,967, 186.71
Depreciation S&tAmortisation 436 19.583,311.25 11,295,557 48
Operating Prohit 22,357,14547 | 49,233,165.80
Non Operating Income 437 - -
Non Operating Expense 4.38 = -
Profit Before Income Tax 22.357,145.47 | 49,233,165.80
Income Tax Expense 4.39

Current Tax 38.712.9359.38 13.092.665.64
Deterred Tax (33.363,758.28) | (1,048,798.74)
Profit for the Year 17,007,964.36| 32,189,298.90
Proft Attributable to:
 Equity-holders of the Financial Institution 17,007,964.36| 32,189,298.90
Profit for the year 17,007.964.36 | 32,189,298.90
Earnings per Share

Basic Earnings per Share 4.60 9.98
Diiluted Earmings per Share 4.60 9.98

As per our report of even date
Biru Lama Saroj Kumar Singh  Mohan Hari Acharya  Dan Bahadur Galami, CA
Head Chief Executive Ofhcer Chairman D.G.B.A Associates
{Finance Management Dept.) Directors Chartered Accountants
Shree Prasad Chasdhary

Ramola Amatya Rajbhandari

Diate: 208210904
Place: Kathmandn

Shyam Kant Chaudhary
Nimanand Kadel

Bhupati Raj Pandey
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Mahuli Laghubitta Bittiya Sanstha Limited
Statement of Other Comprehensive Income

For the vear ended 32* Ashadh 2082
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(NPR)

Particulars Note | Current Year | Previous Year
Profit for the year 17,007,964.36]| 32,189,298.90
Other Comprehensive Income, Net of Income Tax
a) ltems that will not be reclassified to profit or loss
Gains/(losses) from investment in equity instruments mea-
sured at lair value
(ains/(losses) on revaluation
Actuarial gains/{losses) on defined benefit plans 3931,015.00) (827,687.00)
Income tax relating to above items (1,179,3(4.50) 248,306.10
Net other comprehensive income that will not be reclassified 2751,710.50|  (579,380.90)
to profil or loss
b) Items that are or may be reclassified to profit or loss
CGains/(losses) on cash flow hedﬁe
Exchange gains/(losses)(anising from translating hnancal
assets of foreign operation)
Income tax relating to above items
Redclassify to profit or loss
Net other comprehensive income that are or may be reclassi- = .
fied to profit or loss
F:rr Comprehensive Income for the year, Net of Income 275171050 | (579.380.90)
Total Comprehensive Income for the year 19,759,674.86 | 31.609,918.00
Total Comprehensive Income for the Period 19,759,674.86 | 31,609,918.00

As per our report of even date

...............

DG.EB.A Associates
Chartered Accountants

Biru Lama
Head Chief Executive Officer Chairman
{Finance Management Dept.) Directors
Shree Prasad Chaudhary
Ramola Amatya Rajbhandari
Date: 2082/09/(4 Shyam Kant Chaudhary
Place: Kathmandu Nimanand Kadel

Bhupati Raj Pandey
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Mahuli Laghubitta Bittiya Sanstha Limited

Statement of Cash Flows

For the year ended 325t Ashadh 2082

(NPR)

Particulars

Current Year

Previous Year

CASH FLOWS FROM OPERATING ACTIVITIES

Interest Received

709,787,7531.99

631,694,981.71

Fee and Other Income Received 54.357.466.43 54,165,330.68
Dividend Received

Receipts from Other Operating Activities = .
Interest Paid (353.824,194.35) | (374.896,634.05)

Commissions and Fees Paid

(15,150,096.02)

(3,059,600.00)

Cash Payment to Emplovees

(177,902,139.31)

(176,703,040.99)

Other Expenses Paid

(43,967.678.48)

(31,967,186.71)

Operating Cash Flows before Changes in Operating Assets and

Liahilitics 173,301,112.27 98,233,850.64
{Increase) Decrease in Operating Assels

Due from Nepal Rastra Bank {1,499,500.00)

Placement with Banks and Financial Institutions : 1640, 000,000.00
Other Trading Assets

Loans and Advances to MFls & Cooperatives

Loans and Advances to Customers (665,902,977.67) | (705,459.958.76)
Other Assets (32,051,497 &5) (18,652,368.24)

Increase (Decrease) in Operating Liabilities

Due to Banks and Financials Institutions

Dhie to Nepal Rastra Bank

Depaosit from Customers 184.739,520.92 43,672,063.24
Emn.n-m'i.ngt 490,025,124.43 433.284,590.22
Other Liabilities (3,187.173.16) (23,763,907 80)
Net Cash Flow from Operating Activities before Tax Paid 145,424,608.94 |  (12,685,730.70)
Income Tax Paid (5.349,181.11) (17,043,866.90)
Net Cash Flow from Operating Activities 140,075,427.83 | (29,729,597.60)
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Investment Securities

Receipts from Sale of Investment Securities

Purchase of Property and Equipment (19,553,420.73) (11,679,452.33)
Receipts from Sale of Property and Equipment

Purchase of Intangible Assets (303,970.10) (226,000.00)
Purchase of Investment Properties

Receipts from Sale of Investment Properties

Interest Received

Dividend Received

L
s

s ]
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Net Cash Used in Investing Activities

(19.857.390.83)| (1190545233

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from Issue of Debt Securities

Repayments of Debt Securities

Receipts from Issue of Subordinated Liabilities

Repayments of Subordinated Liabilities

Rececieved from Merger

Receipt from lssue of Shares 47,544,915

Dividends Paid Z

Interest Paid

Other Receipts/Payments (1,163,341.26) (2,752,095.00)

Net Cash from Financing Activities

46,381,573.74 (2,752,095.00)

Net Increase (Decrease) in Cash and Cash Equivalents

166,599.610.74 (44,387.144.93)

Cash and Cash Equivalents at Shrawan 01, 2081

151,379,584 .41 296,766,719.35

Effect of Exchange Rate floctuations on Cash and Cash Equiva-

- -

lents Held
Cash and Cash Equivalents at Asar 32, 2082 418,979,195.15| 252,379.584.42
As per our report of even date
Biru Lama Saroj Kumar Singh ~ Mohan Hari Acharva  Dan Bahadur Galami, CA
Head Chiet Executive Ofhcer Chairman D.G.B.A Associates
(Finance Management Dept.) Diirectors Chartered Accountants
Shree Prasad Chaudhary
Ramola Amatya Rajbhandar
Date: 2082/09/04 Shyam Kant Chaudhary
Place: Kathmandu Nimanand Kadel
Bhupati Raj Pandey
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Mahuli Laghubitta Bittiya Sanstha Limited
Notes to the Financial Statements
For the Financial Year Ended 32 Asardh, 2082

Reporting Entity

Mahuli Laghubitta Bittiyva Sanstha Limited (MLBSL) is now a national level "D" class microfinance
institution incorporated under company act 2063, Authorized capital is 400 million with 36992 million
issued and 323.78 million paid-up capital. Mahuli Laghubitta has 64 branches currently in opeération
with head ofhice at Mahuli, Saptari. It has provided microfinance facilities to more than 80,000 members
nationwide. Mahuli Laghubitta aims to integrate all social classes of rural women into one single platform
and provides funds for scaling small and medium enterprise activities in all regions of Nepal. Mithila
Community Development Center (NGO) is the origin of Mahuli Laghubitta getting started financial
activities more than 25 vears back. Mahuli is purely working for rural poor women, entrepreneurs’ groups,
small enterprises, and individuals snd is more focused on social indusiveness. The Microfinance is a
limited liability company having its shares listed on NEPSE.

Basis of ration

Statement of Compliance

The Financial statements of the Microfinance have been prepared in accordance with the requirements by

Nepal Financial Reporting Standard (NFRS) as issued by Accounting Standard Board (ASB) Nepal and

pronounced by The Institute of Chartered Accountants of Nepal (ICAN) and in a format issued by Nepal

Rastra Bank in the Unified Directives, 2081 issued for microfinance. The Financial Statement comprise of:

a.  Statement of Financial Position stating the financial position of the Microfinance as at the end of
reporting period, :

b. Statement of Profit or Loss and Statement of Other Comprehensive Income stating the hnancial
performance of the Microfinance for the reported [;‘-‘El'lﬂd-,

¢. Statement of Comprehensive Income for the

d. Statement of Cash Flow stating the ability of the “Ifmg.;ﬂl!{{‘l'ﬂ generate Cash and Cash Equivalents,

¢ Statement of Changes in Equity stating all the changes in Equity of the Microhnance during the
reporting period, and

f. Notes to the Financial Statements comprising summary of Principal Accounting Policies and
Explanatory Notes that are of significant importance to the users of the Financial Statements,

Reporting period and approval of financial stalements
The Microfinance follows Nepalese Financial Year based on Nepalese calendar starting from 15t Shrawan
and ending on kast day of Ashadh.
For the purpose of preperation of this Financial Statements, following reporting period has been considered:
Particulars Nepalese Date English Date
Current Period 32Ashadh 2082 16 fuly 2025
Comparatives 31 Ashadh 2081 15 July 2024

The Board of Directors acknowledges the responsibility for the preparation and presentation of Financial
Statements as per the provision of The Companies Act, 2063 (First Amendment),

These Financial Statements were authorized for issue by the Board of Directors vide its resolution dated
2081.09.24 and recommended for the approval in its 13th Annual General Meeting by Shareholders.

Functional and Presentation Gurrmg

The Financial Statements are presented in Nepalese Rupees (NPR) which is the currency of the primary
economic environment in which the Microfinance operates.

Financial information is presented in Nepalese Rupees. There has been no ali changes in the presentation
and functional currency during the yvear under review. The figures are d to nearest two digits after
decimal except otherwise indicated.

Use of Estimates, Assumptions and Judgements

The Microfinace, under NFRS, is required to apply accounting policies to most appropriately suit its
circumstances and opeating environment. Further, the microfinance is required to make judgement in
respect of items where the choice of specific policy, accounting estimate, or assumption to be followed
could materially affect the inancial statements. This may later be determined that a different choice could

N
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have been more appropriate.
Es.tim:ales and underlying assumptions are reviewed on an ongoing basis and the effect of revisions to the

b)

)

d)

e)

estimates are recognized in the period in which the estimates are revised and in any future
cclﬁi. The most significant uses of judgement and estimates are as follows:

Gﬂmgﬂnncm
The management of the microhnance has assessed the entity's ability to continue as a guin% concern

and is satisfied that it has the resources to continue in business for the foreseeable future. Furt ore,
management is not aware of any material uncertanities that may cast significant doubts on the entity’s
ability to continue as a going concern. Therefore, the iinancial statements continue to be prepared on
going concern basis.
Fair Value of Financial Instruments
Where the fair value of the hnancial assets and financial liabilities recorded in the statement of
financial position cannot be derived from active markets, they are determined using judgements that
may, among other things, indude considerations of liquidity and model inputs such as volatility tor
longer dated derivatives and discount rates, prepayment rates, default rates assumptions for the assets
backed securities.
Impairment losses on Loans and Advances
As per the carve-out ‘ed by the ICAN, Banks and Financial Institutions shall measure impairment
losses on loans and advances as the higher of the amount derived as per rule-based norms prescribed
by NRB and the amoun! determined by as per p -5 of NFRS 9. with proper disdosure of
the same. Accordingly, the microhnance has the impairment loss under both norms and
un irment provided in the financial statements is the impairment under norms prescribed by NRB
with separate disclosure of impairment calculated under NFRSS,
Taxation Matters
The microfinance is subject to Income Tax. Significant judgements were required to determine the
total provision for currnet and deferred taxes pending the issuance of tax guidelines on treatment of
adoption of NFRS in the inancial statements and the taxable profit for the purpose of imposition of
taxes. Uncertainities exist, with respect to the interpretation of the applicability of tax law, at the time
of the preperation of these financial statements.
The Microfinance has recognized the assets and liabilities for current, deferred and other taxes based
on the estimates of whether additional taxes will be due. Where the final tax outcome of these matters
is different from the amount initially recorded, such differences shall impact the income of that year.
Deferred Tax
Deferred tax assets and liabilities are recognized in respect of temporary differences in tax bases of
assets and liabilities and their carrying amount in the financial statements. Deferred tax income is
determined using tax rate applicable to the microfinance as at the reposting date which is expected
to apply when the related deferred tax income assets is realized or the deferred income tax liability

is settled. Deferred tax assets are rec where it is probable that future taxable profit will be
available against which the temporary differences can be utilized.
Defined Benefit Plans

The microfinance has recognized gratuity and accumulated leave encashment as defined benefit plan.
The cost of defined beneht plan is edtermined using acturial valuation by an actuary, The acturial
valuation requires making assumptions about discount rates, Salary increment, and mortality rates,
among other things. Due to long term nature of these plans, such estimates are subject to significant
uncertainties. Assumptions Used for the valuations is disclosed in Note: 4.21.7.

Valuation of Lease Liabilities

The application of NFRS 16 requires the microhnance to make judgements that affects the valuation of
lease libailities and valuation of rigth to ose assets. These include identifying contracts falling within
the scope of NFRS 16, assessing the contract terms and determining the interest rates for discounting
of future cash flows.

The lease term determined by the microfinance generally comprise of non-cancellable period of lease
contracts, periods covered by an option, to extend the lease if the microfinance is reasonablly certain
to exercise that option and periods covered by an option to determine the lease if the microfiannce
is reasonable certain not to exercise that option. The same term is applied as economic useful life of

right to use.

%
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2.6

2.7

h) Materiality and Aggregation
Each material class of similar items is presented separately in the financial statements. ltems of
dissimilar nature or function are presented separately, unless they are immaterial as permitted by
the Nepal Accounting Standards-NAS-1 on "Presentation of Financial Statements”. Notes to the
Financial Statements are presented in a systematic manner which ensures the understandability
and comparability of Financial Statements of the Microfinance. Understandability of the Financial
Statements is nol compromised by obscuring material information with immaterial information or
by aggregaring material items that have different nature or functions.
i) Expected Credit Losses
The measurement of impairment losses across the categories of financial assets under Nepal Financial
Reporting Standard - NFRS 9 on “Financial Instruments” (NFRS 9) requires judgement. in particular,
the estimation of the amount and timing of future cash flows and collateral values when determining
impairment losses,
Accordingly, the Microfinance reviews its individually significant loans and advances portfolio at each
reporting date to assess whether an impairment loss is to be recognized in the Income Statement. In
particular, the Management’s judgement is required in the estimation of the amount and timing of
future cash flows when determining the impairment loss. In estimating these cash Hows, Management
makes judgemenis about a borrower s inancial situation and the net realizable value of any underlying
collateral (foreclosure) and expected cash from operations. These estimates are based on assumptions
about a number of factors and hence actual resulis may differ; resulting in future changes to the
impairment allowance made.
A collective impairment provision is established for:
» Microhnance’s homogeneous loans and advances that are not considered individually significant;
and
« Assets of microfinance that are individually significant but that were not found to be individually
aired.
Fnllmmlgmg:l FRS 9, the Microfinance’s Expected Credit Loss {ECL) calculations are outputs of complex
models with a number of underlying assumptions regarding the choice of variable inputs and their
interdependencies. Elements of the Microfinances ECL models that are considered accounting judgements
and estimates indude:
« Criteria for qualitatively assessing whether there has been a significant increase in credit risk
(SICR) and if 0, allowances for inancial assets measured on a Lifetime Expected Credit Loss (LT
- ECL) basis.
« Segmentafion of financial assets when their ECL is assessed on a collective basis.
= Associations between macroeconomic inpats, such as GDP growth, inflation, interest rates,
exchange rates and unemployment and the effect of these inputs on Probability of Defanlt.
« Forward-looking macroeconomic scenarios and their probability weightings.
rate of loan has been considered by the Microfinance as effective interest rate.
As mr,h the accuracy of the impairment provision deépends on the model assumptions and parameters
used in determining the ECL Ialmns
Further, the Microfinance has assi hli?ﬁ for base (normal) case, best case and worst-case
scenarios when assessing the probability hﬁj‘l forward looking macro-economic indicators.
Changes in Accounting Policies
Accounting Policies adopted by the m ment of the Microfinance has been applied consistently to all
the vears presented except otherwise lmgﬁ in the accounting policies has been disdlosed separately.
New Standards issued but not yet effective
There have been amendments to the Standards issued by the Institute of Chartered Accountants of Nepal
(ICAN) and applicability of the new Standards have been notified for IFRS. But the amendments and new
standards become applicable only when ICAN pronounces them.
The Microfinance has availed the Carve-outs on NFRS-9 Financial Instruments dated 2ndShrawan 2079,
The quantitative and qualitative impact of the same have been disclosed as applicable.
New Standards and interpretation not adopted
Financial statements of the Microhnance have been prepared in accordance with Nepal Financial
Reporting Standards (NFRS) issued by the Institute of Chartered Accountants of Nepal (1CAN) to the
extent i :

e \
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2.8 Discounting
The Non-current Assets and Liabilities are discounted whenever the discounting is material and if required
by the NFRS.
2.9 Oifsetting
Assets and Liabilities, Income and Expenses are reported separately and no assets and liabilities, or income
and expense are offset unless required or permitted by NFRS.
2.10Comparative Information
Comparative information is provided in narrative and descriptive nature, if it is relevant to understand
the current period’s inancial statement and reclassified whenever necessary to conform to current year
presentation.
Previous years figures have been regrouped/reclassified wherever necessary to conform with the current
year's classification / disclosures.
3. SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied by the Microfinance in the preparation and presentation of these
Financial Statements are presented below. These policies has been consistently applied 1o all the years
presented unless otherwise stated.
3.1 Basis of Measurement
The financial statement of the microfinance has been prepared on a historical cost basis, except for the
following material tems in the statement of financial position:
a. Liabilities for Defined Benefit Obligations are recognized at the present value of the Dehined Benefit
Obligations less the fair value of the plan asset.
b. Leaseliabilities are recognized, representing meépres-&:m valueof the obligation to make lease payments,
while Right-of-Use (RoU) assets are recognized based on the right to use the underlying Iﬁﬂﬁfd asset,
in accordance with the requirements of NFRS 16,
¢.  Provision for leave hiability is calculated on the basis of present value of obligation as per actuarial

report.
d. Staff loans are presented in fair value using the amortiztion model as per the requirements of NFRS 9.
3.2 Cash and cash equivalents
Cash and Cash Equivalents include cash in hand, balances with banks & Finandial Institutions, money
at call and at short notice and Fixed Deposits having original maturity less than three months. These
are subject to insignificant risk of changes in their tair values and are used by the Microfinace in the
of short term commitments.
Details of the Cash and Cash Equivalents are given in Note 4.1 to the Financial Statements.

3.3 Financial assets and Financial Liabilities
33.1 tion
Microhnance recognizes Financial Assets and Financial Liabilities when it becomes a party 1o the
contractual provisions of the instrument. All Financial Assets and Liabilities are measured at Fair Value
on initial recognition. Transaction costs in relation to Financial Assets and Financial Liabilities, other
than those carried at Fair value through Prohit or Loss (FVTPL), are added to the Fair Value on initial
ition. Transaction costs in relation to Financial Assets and Financial Liabilities which are carried at
Fair Value through Profit or Loss (FVTPL} are charged to the Statement of Proft or Loss.
3.3.2 Classification
Financial Instruments are classihed as:
« Financial Assets
« Financial Liabilities
1. Financial Assets
The Microfinance classihies the Financial Assets as subsequently measured at Amortized Cost or Fair
Value on the basis of the Microfinance’s business model for managing the Financial Assets and the
contractual cash flow characieristics of the Financial Assets. The two classes of Financial Assets are as
follows:
« Financial Astets measured at Amortized Cost
= Financial Assets measured Fair Value
i. Financial Assets measured at Amortized Cost
‘The Microhnmance classifies a Financial Assets measured at Amortized Cost if both of the following
conditions are met:
= The assets is held within a business model whose objectives is to hold assets in order to collect

S ]
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contractual cash flows, and
« 'The contractual terms of the Financial Asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding
ii. Financial Assets measured at Fair Value
Financial Assets other than those measured at Amortized Cost are measured at Fair Value.
Financial Assets measured at Fair Value are further classified into two categories as below:
« Financial Asseéts at Fair Value through Profit or Loss, and
« Financial Assets at Fair Value through Other Comprehensive Income.
Financial Assets al Fair Value through Profit or Loss
Financial Assets are classified as Fair Value through Profit of Loss (FVTPL), if they are held for
trading or are designated at Fair Value through Profit or Loss. Upon initial recognition, transaction
costs directly attributable to the acquisition are recognized in Profit or Loss as incurred. Such assets
are subsequently measured at Fair Value and changes in Fair Value are recognized in Statement of
Profit or Loss.
Financial Assets al Fair Value through Other Comprehensive Income
Investment in an equity instrument that is not held for trading and at initial recognition, the
Microfinance makes an irrevocable election that the subsequent changes in Fair Value of the
instrument is to be recognized in Other Comprehensive Income are dassified as Financial Assets
at Fair Value through Other Comprehensive Income. Such assets are subsequently measured at
Fair Value and changes in Fair Value are recognized in Other Comprehensive Income.
2. Financial Liabilities
Financial Liabilities are classified as followings:
« Financial Liabilities at Fair Value through Profit or Loss, and
Financial Liabilities measuered at Amortized Cost
Financial Liabilities at Fair Value through Profit or Loss
Financial Liabilities are classified as Fair Value through Profit or Loss if they are held for trading or
are derivative transactions. Upon initial recognition, transaction costs that are directly attributable
to the acquisition are recognized in the Statement of Profit or Loss as incurred. Subsequent changes
in Fair Value are recognized in Prohit or Loss.
ii. Financial Liabilities measuered at Amortized Cost
All financial Liabilities other than measured at Fair Value through Profit or Loss are dlassified as
subsequently measured at Amortized Cost using Effective Interest Method.

3.3.3 Measurement
Initial Measurement
A Financial Asset or Financial Liability is measured initially at Fair Value plus or minus, for an item not at
Fair Value through Profit or Loss, transaction costs that are directly attributable to its acquisition or issue.
Transaction cost in relation to Financial Asset and Liability at Fair Value through Profit or Loss are
recognized in Statement of Profit or Loss.
Subsequent Measurement
A Financial Asset or Financial Liability is subsequently measured either at Fair Value or at Amortized
Cost based on the dassification of the Financial Asset or Financial Liability. Financial Asset or Liability
classified as measured &t Amortized Cost is subsequently measured at Amortized Cost using Effective
Interest Rate method.
The Amortized Cost of Financial Asset or Financial Liability is the amount at which the Financial Asset
or Financial Liability is measured at initial recognition minus principal repayments, plus or minus the
cumulative amortization using the Effective Interest Rate method of any difference between that initial
amount and the maturity amount, and minus any reduction for impairment or uncollectibility.
Financial Instruments classified at Fair Value are subsequently measured at Fair Value. The subsequent
changes in Fair Value of Instruments at Fair Value through Profit or Loss are recognized in Statement
of Profit or Loss whereas of Financial Asset at Fair Value through Other Compreliensive Income are
recognized in Other Comprehensive Income.

3.3.4 Derecognition
Derecognition of Financial Assets
The Microfinance derecognizes a Financial Asset when the contractual rights to the cash flows from the
Financial Asset expires, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all the risks and rewards of ownership of the Financial Asset are transferred or in

L
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which the Microfinance neither transfers nor retains substantially all the risks and rewards of ownership
and it does not retain control of the Financial Acset.

Any interest in such transferred Financial Assets that qualify for derecognition that is created or retained

by the Microfinance is recognized as a separate asset or liability. On derecognition of a Financial Asset,

the difference between the carrying amount of the asset (or the carrying amount allocated 1o the portion
of the asset transferred), and the sum of:

» The consideration received [inchldlngbcg}f néw asset obtained less any new liability assumed), and

« Any cumulative gain or loss that had been recognized in Other Comprehensive Income is recognized

in Profit or Loss.

In transactions in which the Microfinance nefther retains nor transfers substantially all the risks and

rewards of ownership of a Financial Asset and it retains cotrol over the asset, the Microfinace continues

to recognize the asset to the extent of its continuing involvement, determined by the extent to which it is
exposed to changes in the value of the transferred asset.

Derecognition of Financial Liabilities

A Financial Liability is derecognized when the nblnﬁfiﬂn under the liability is discharged or cancelled or

expired. 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 subsequently modified, such an exchange or
maodification 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

recognized in Statement of P:;K

3.3.5 Determination of Fair Value
Fair Value is the amount for which an asset could be exchanged. or a liability be settled, between
knuwledlﬁmhle, willing parties in an arm’s length transaction on the measurement date. The Fair Value
gf.ﬂ liability reflects its non-performance risk. The Fair Values are determined according to the following

ierarchy:

Level 1: Fair Value measurements are those derived from unadjusted quoted prices are in active markets
for identical assets of liability.

Level 2: Valuations are those with gquoted prices for similar instruments in active markets or quoled
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 effects on the
instrument s valuation, is not based on observable market data.

Investment in Unquoted Equity Instruments are carried at cost as the market price of such shares could

not be ascertained with certainty at the reporting date.

3.3.6 Impairment

At each reporting date the Microfinance assesses whether there is any indication that an asset may have
been impaired. If such indication exists, the recoverable amount is determined. A Financial Asset or a
group of Financial Asset is impaired and impairment losses are incurred if, and only if, there is objective
evidence of impairment as a result of the asset (a loss event), and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset or group of Financial Asset that can be reliably
estimated.
‘The management’s judgement is extensively used in the estimation of the amount and timing of fufure
cashflows 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 provision made.
The individoal impairment provision applies to hnancial assets evaluated individpally for impairment
and is based on Managements 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 number of factors
incduding a borrower’s financial situation and the net realizable valoe of any underlying collateral. Each
impaired asset is assessed on its merits to estimate the recoverable amount of cash flows. A collective
impairment provision is established for:

e Groups of homogeneous loans and advances and investment securities which are held to maturity, that

are not considered individually significant; and

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

The collective impairment is carried out using statistical modelling such as historical trends of the

probability of defaults. timings of recoveries, and current economic and market conditions which may

warrant the loss being ﬂﬂ than the suggested by the historical trends.

For the purpose of tive assessment of impairment, Microfinance has categorized assets into the
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3.5

following broad products as follows:
« Collateral Loan

« Discipline Loan

« Normal Loan

»  Entrepreneurship Development Loan

Loan Loss Provision as per Unified Directives to Microfinance

Loan Joss provisioning respect of Performing and Non- rn'ﬁwming loans and advances are based on
management's assessment of the degree of impairment of the loans and advances, subject to the minimum
pm&fim;s prﬁm&rﬂci.l in Unified Directives ll:ﬂil issued by NREB for Microfinance. Provision is made for
ible losses as follows:

Calegories Amount Rate Provision
[ Pass 4,354.461,214.94 1.30% 15,884,847 49
[Restructured 14.897,670.44 5.00% 1,960,944 59
[ Special watchlist 349.915,24357 S.00% 9.032.859.77
Substandard 142,782.412.76 25.00% 14,366,763.24
Doubtful 105,899,667 80 50.00% 30,154,223 54
Bad 404.401,111.40 100.00% 297,734,365.72
Additional Provision 1.805,946.24
[ Total 5,372,357,32091 373,939,950.59
Trading Asseis

Financial Assets are classified as trading assets (held for trading) if they have been acquired principally
for the purpose of selling in the near term, or form part of a portfolio of identified Financial Instruments
that are managed together and for which there is evidence of 4 recent pattern of short- term profit taking.
They are recognized on trade date, when the Microfinance enters into contractual arrangements with
counterparties, and are normally derecognired when sold. They are initially measured at Fair Value, with
transaction costs taken 1o Profit or Loss, Subsequent changes in their Fair Values are recognized in Profit
or Loss in "Nel Trading Income’ However, the Microfinance does not have such assets to be recognized as
trading assets as on Ashadh end 2082

Recognition
Pm}wrrr and Equipment are tangible items that are held for use in the production or supply of services
or

administrative purposes and are expected to be used during more than one accounting period.
The Microfinance applies the requirement of the Nepal Aﬁmmling Standard-16 (Property, Plant and
Equipment) in accounting for these assets. Property and Equipments are recognized if it is probable that
the future economic benehits associated with the asset will flow to the entity and the cost of the asset can
be reliably measured.
Measurement
An item of property and equipment that qualifies for recognition as an asset is initially measured at its
cost. Cost includes expenditure that is directly attributable fo the acquisition of the asset and cost incurred
subsequently to add to, replace part of an item of property and eguipment.
Subsequent Measurement
The Microfinance has opted cost model for the subsequent measurement of its Property and Equipments.
Property and Equipment is stated at incurred cost (excloding the cost of day-to-day servicing) less
accumulated depreciation and accumulated impairment. Such cost includes the cost of replacing part of
the equipment when that cost is incurred, if the recognition criteria are met.

ent Cost
muﬂm cost of replacing a component of an item of Property and Equipment is recognized in
the carrying amount of the item, if it is probable that the future economic benefits embodied within that
part will flow to the Microfinance and it can be reliably measured. The cost of the day to day servicing of
property and equipment are charged to the Statement of Profit or Loss as incurred.
Depreciation
Deepreciation is calculated using the Written Down Value method on cost of the Property and Eqmﬁmem
other than Intangible Assets. Depreciation on Intangible Assets is calculated by using the straight line
method on cost of the property over its estimated useful life. The rates of depreciations are given belmv:

Y |
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| Types of Assets Rate of Depreciation
Freehold Building 5%
Motor Vehicles 20%
| Computer Equipment 15%
Funiture8 Fixtures 25%
Ovhce Equipmenl&—fﬂre 15%
Egquipments-Non Core 25%
Leasehold Properties NA

(her disclosure regarding the depreciation;
a.  Depreciation for Income Tax purpose is calculated separately at the rate and manner prescribed by the

Income Tax Act, 2058.
Capital Work in Progress
‘These are expenses of capital nature directly incurred in the construction of buildings, major development
works, or awaiting capitalization. Capital Work in Progress would be transferred to the relevant assets
when it is available for use, i.e. when it is in the location and condition necessary for it to be capable of
operating in the manner inteneded by management. Capital work in progress is stated at cost less any
accumulated impairment losses.
De-recognition
The carrying amount of an item of Property and Equipment is derecognized on disposal or when no future
economic benefits are expected from its nse. The gain or loss arising from de-recognition of an item of
property and equipment is included in the Statement of Profit or Loss when the item is derecognized.
Goodwill and Intangible Assets

ilion
Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired in Business
Combination is recognized as Goodwill. Whereas, an identifiable non-monetery asset without physical
substance, held for use in the production or supply of the services of the Microfinance of for administrative
purpose is recognized as an Intangible Asset.
Goodwill and Intangible Assets are recognized in the books of account if it is probable that the future
economic benefits that are attributable to the asset will flow 1o the entity and the cost of the asset can be
measured reliably. These assets are initially measured at costs.
Subsequent Expenditure
incurred on an Intangible Asset are capitalized only when it its probable that this expense
will enable the asset to penerate future economic fits in excess of its originally assessed standard of
performance and this expense can be measured and attributed to the asset reliably, All other expense is
expenses as incurred.
Subsequent Measurement
Goodwill and Intangible Assets are subsequently measured at its Cost less Accumulated Impairment
Accumulated Amortization.

Amortization of Intangible Asset
Intangible Ascets, except Goodwill, are amortized on Straight Line basis with the rate set, dividing the
cost of the asset by adjusting in the nearest half year of the hiscal year. Management estimates the life of an
intangible asset of Five years from the date of its put to use.
De-recognition of an Intangible Asset
The carrying amount of an item of Intangible Asset is derecognized on disposal or when no future economic
benefits are expected from its use. The gain/loss arising on derecognition of an item of Intangible Assets is
recognized in the Statement of Profit or Loss when the item is derecognized,

Investment Property

Investment Property is property (Land or a building or part of a building or both) held {(by the owner or
by the lessee under a inance lease) to earn rentals or for capital appreciation or both but not for sale in the
ordinary course of business.

Investment Property is accounted for under Cost Model in Financial Statements. Accrodingly after
recognition as an asset, the property is carried at cost, less impairment losses. If any property is reclassified
to Investment Property due to changes in its use, Fair Value of such property at the date of reclassification
becomes its cost for subsequent accounting.

Investment Properiy are derecognized when they are disposed of or permanently withdrawn from use

mes 'Hﬂ
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since no future economic benehts are expected. Transfers are made to Investment Property only when
there is a change in use. When the use of a Investment Property changes such that it is reclassified as
Property and Equipment, its Fair Value at the date of reclassification becomes its cost for subsequent
||.,r.,m:|!l|11g

Income Tax

As per Nepal Accounting Sandard-12 (Income Taxes), tax expense is the aggregate amount included in
the determination of Profit or Loss for the period in respect of current and deferred taxation,

Income Tax Expense is recognized in the Statement of Profit or Loss, except to the extent it relates to items
recognized directly in Equity or Other Comprehensive [ncome, The management periodically evaluates
positions taken in tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. it establishes provisions where appropriate on the basis of amounts expected to be paid to
tax authorities.

Tax Expense comprises Current Tax and Deferred Tax

3.8.1 Current Tax

Current Tax Assets and Liabilities consists of amounts expected to be recovered from or paid to Inland
Revenue Department in respect of Carrent Year, using the tax rates and tax laws enacted or substantively
enacted on the reporting date and any adjustment to tax payable in respect of prior years.

Current Tax Calculation as per Income Tax Act, 2058

Particulars Amount (NPR)
Profit as per NFRS (Before Staff Bonus Provision) 24.841,272.74
Less: S1aff Bonus Provision 2 A8 2727
Profit as per NFRS (Afier Staff Bonus Provision) 22,357, 14547
Add: 165,454, 778,27
Inadmisible Expenses as per Income Tax Act, 2058
1 Deprecation as per Accouniing Sysiem 19.583,311.25
z Staff Gratuity Provision 8,500,553,
3 Imterest on Gratuity {Provided by CBR Retirement Fund)
4 S1aff Leave Provison 4 A50, 24490400
5 Provision on Other Assels
6 Unpaid Bonus Payable
¥ Repair & Maintenance as per Accounling System Fhb.6EY A6
] omation
9 5K Expenses A3, 345,00
10 | Lease lixpenses as per MERM-16
11 Incentivies 1o Members
12 | Provison for Medical Facillity of Epmloyees -
13 Provision lor LLP as per Books of account 13136065556
14 Loss on Disposal of Fixed Assets
Less: 38,768, 79246
Admisible Expenses as per Income Tax Act, 2058
1 Depreciation as per Section-19 4.941.256,63
2 Payment of Stall Gratuity 3,164,448 040
3 Leave Encashment 4,286, 104,00
4 Payment from avable Bonus of Last Years
5 Hepair & Mamicnance Lxpense as per Secliom-16 7hb 604 46
b Write Back of Provision on Other Assels
¥ Loan |L.oss provison As per 59KA 32947 AT
] Payment of Employecs Medical Expenses -
9 {Mhce Rent Expenses 12,662,892 25
Adjusted Taxable Income 129043, 131.28
Income Tax @ 30% 38,712,939.38
Less: Advance Tax Deposited
Income Tax Assets/{Liability } (38,712,939.18)

ﬂ%* e
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3.8.2 Deferred Tax

39

Deferred Tax is provided on Temporary Differences at the reporting date between the Tax Base of an
asset and liabilities and their carrying amounts for financial reproting purposes. Deferred tax liabilities
are recognized for all taxable temy differences and deferred tax assets are recognized 1o the exrtent
that it is probable that the future taxable profits will be available against which deductible temporary
differences can be wtilized. C.ﬂrrymg amount of Deferred Tax Assets is reviewed at each reporting date
and reduced 1o the extent that it is probable that sufficient profit will be available to allow the deferred

tax assets 1o be utilized. Unrecognized deferred tax assets are reassessed at each ing date and are
recognized (o the extent that it has become probable that future taxable profit will ; t.hc deferred tax
asset 1o be recovered.

Deferred Tax Assets and Liabilities are measured at the Tax Rates that are expected to apply in the year
when the asset is realized or the liability is settled. based on tax rates (and tax laws) that have been enacted
or substantially enacted at the reporting date.

Current and Deferred Tax Assets and Liabilitics are offset only to the extent that they relate to Income Tax
imposed by the same laxation authority.

Deposits, Debt Securities Issued and Subordinated Liabilities

Deposits

The Microhnance collects deposits from its members as well as general public. These transactions are
recorded in the books of the accounts of Microfinance, and the resulting balance is recorded as a liability
for the Microfinance and represents the amount owed to depositors. TEE' balance is valued at amortized

cost.
In accordance with Paragraph 9 of Nepal Accounting Standard 39 (NAS 39) on Financial Instruments:
Rec ion and Measurement, the Effective Interest Rate is used for booking interest e. When

calculating the Effective Interest Rate, the Microfinance considers all contractual terms of the financial
instrument. including fees, points received or paid, transaction costs, premiums, and discounts.

A Carve-Out regarding the treatment of Effective Interest Rate was issued by the Institute of Chartered
Accountants of Nepal (ICAN). According to this Carve-Out, when calculating the Effective Interest Rate,
all transaction costs should be considered unless they are immaterial or impracticable to calculate. In cases
where it's considered impracticable, a separate Effective Interest Rate may not be computed, as allowed by
the Carve-Out issued by ICAN.

Debt Securities Issned

Debt Securities are initially measured at the fair value less incremental direct cost and subsequently at their
amortized cost using Effective Interest Rate method except where the microfinance designates liabilities
at fair value through profit or loss. However, the Microhnance does not have such Debt Securities as on
Ashadh end 2081,

Subordinate Liabilities

These are the liabilities subordinated, in the event of winding up, to daims of depositors, debt securities
issued, and other creditors. It shall indude redeemable preference shares, subordinated notes issued,
borrowings, etc. During the reporting period. the Microfinance did not have any such hiabilities.

3.10 Provisions

A Provision is recognized if, as a result of a past event, the Microfinance has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. The amount recognized is the best estimate of the consideration required
to settle the present obligation at the reporting date, taking into account the risk and uncertainities
surrounding the obligation at that date. Where a provision is measured using the cashflows estimated
to settle the present obligation, its carrving amount is determined based on the present values of those
cashflows.

A Provision for onorous contract is recognized when the expected benefits to be derived by the Microfinance
from a contract are lower than the unavoidable cost of meeting its obligations under the contract. The
provision is measured as the present value of the lower of the expected cost of terminating the contract and
the expected net cost of continuing with thr contract. provision are not recognized for future operaling

3.11 Revenue Recognition

Revenue is the gross inflow of economic benefits during the period almm.%I from the ordinary activities
of the Microfinance when those inflows result in an increase in ¢ Tim er than increases relating to
contributions from equity participants. Revenue is recognized only when the following specific recognition
criteria are met, ensuring that revenue is carned and realizable:
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Identification of the Transaction: A valid contract or arrangement exists between the Microfinance

and the customer, outlining the terms for the provision of goods or services.

Transfer of Risks and Rewards: The sigmificant risks and rewards associated with ownership of the

goods or services have been transferred to the customer. Typically, this means that the customer has

gained control over the asset.

iil. Reliable Measurement of Revenue: The amount of revenue can be measured reliably, ensuring there is
rtrf;:dnaﬁc certainty regarding the value expected 1o be received in exchange for the goods or services

iv %mhuhl-: Economic Benefits to the Microfinance: The Microfinance has a high degree of confidence
that economic benefits, such as cash or other assets, will flow to it. If uncertainties or conditions are
attached to the receipt of benefits, revenue recognition may be deferred.

v. Specific Criteria for Different Types of Revenue: Certain revenue types, such as interest, rovalties,
and dividends, may have their own specific recognition criteria. For instance, intérest revenue is

rem%nimi based on the effective interest rate method.

vi. No Outstanding Obligations: Revenue is recognized when the Microfinance has fully fulfilled its

obligations or services as per the contract and has the right to payment.

3.11.1 Interest Income
For all financial assets measured at amortized cost, interest bearing financial assets classified as Fair Value
through Profit or Loss, Interest income is recorded using the EIR. EIR is the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the financial instrument or a
shorter period. where appropriate. to the net carrying amount of the inancial asset or inancial liability.
Further, Interest Income on Loan and Advances is recognized as per the Guideline on Recognition of

Interest Income, 2019 issued by NRB and Carve-Out issued by ICAN has been opted.

Carve-Out Issued by ICAN

As per the Carve-Out regarding the EIR rate treatment issued by ICAN. when calculating EIR. all these

shall be considered unless it is immaterial or impracticable to do so. Since all these transaction costs

cannot be identified separately and separate EIR computation for every customer seems impracticable,

such transaction costs of all previous years has not been considered when computing EIR. Due to

impracticability, such relevant costs are ignored, due to which EIR rate equals to the rate provided to

customers and therefore, income recognized by system on accrual basis has been considered as income

ance the recorded value of a financial asset or a group pf similar inancial assets have been reduced due to

impairment loss,; interest income continues to be recognized using the rate of interest used to discount the

future cashiflows for the purpose of measuring the impairment loss.

Guideline on Recognition of Interest Income, 2025 by NRB

a. criteria for determining loans on which interest no longer be recognized to the profit of loss
account but shall be suspended

Guideline issued by NRB on Income Recognition defines following criterias for determining loans on

which interest no longer be recognized to the profit or loss account but shall be suspended:

Loans where there is reasonable doubt about the ultimate collectability of principal or interest;

Loans against which Individual Impairment as per NAS-39 of Life-time Impairment as per NFRS-9 has

been made;

Loans where contractual payments of principal and/or interest are more than 3 months in arrear and

where the "net realizable value® of security is isufficient to cover payment of principal and accrued

interest;

iv. Loans where contraciual payments of principal and/or interest are more than 12 months in arrear,
irrespective of the net realizable value of collateral;

v.:  Overdrafts and other short term facilities which have not been settled after the expiry of loan and even
not renewed within 3 months of the expiry, and where net realizable value of security is insufficient to
cover payment of proncipal and accrued interest;

vi. Owverdrafts and other short term facilities which have not been settled after the expiry of loan and even

not rencwed within 12 months of the expiry, irrespective of the net realizable value of collateral;

Criteria to cease the Accrual of Interest

Bank and Financial Institutions shall accrue the interest on loan although it has been decided 10

suspend the recognition of income. However, BFIs shall cease to accrue interest on loan, in case where

contractual payments of principal and/or interest of the loan ar¢ due for more than 12 months and
the "net realizable value™ of security is insufficient to cover 1ent of principal and accrued interest.

Cessation of accrual of interest fro accounting purpose not precude an entity to continue 1o
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accrue interest on a memorandum basis for legal enforcement purposes unless the loan is written off.
3.11.2 Fee and Commission Income
Fees and Commissions are generally recognized on an accrual basis when the service has been provided.
3.11.3 Dividend Income
Dividend income received from equity shares is recognized in the books when the right to receive the
dividend is established.
3.11.4 Net Trading Income

Net Trading Income comprises gains less losses relaing to trading assets and Habilities, and includes all

realized interest, dividend and forelgn exchange difference as as unrealized changes in fair value of

trading assets and liabilities.
3.11.5 Net Income from other Financial Instruments at Fair Value th Profit or Loss

Net Income from other financial instrument measured at Fair Value through Profit or Loss includes all

gains/(losses) raised from the revaluation of a inancial instrument at Fair Value.

3.121nterest

For Financial Liabilitiecs measured at Amortized Cost using the rate that dosely approximates effective

interest rate, interest expense is recorded using such rate. EIR is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the financial instrument or a shorter period,
where appropriate, to the net carrying amount of the financial asset or hnancial hiability,

The Microfinance uses Carve-Out mentioned previously and treat coupon rate as Effective Rate,

3.13 Employee Benehits

Employee Benefits include:

A. Short-Term loyee Benehits such as the followings, if expected to be settled wholly before twelve

manths after the end of the annual 1 ing period in \Eidl the employees render the related services:

1. Wapges. Salaries & Allowances and Social Security Contributions;

ii. Paid Leaves;

iii. Bonuses; and

iv. Non-monetary Benefits for Current Employees

Short-term Emplovee Benefits are measured and charged to Statement of Profit or Losson an Undiscounted

Basis as the related services are provided. A liability is recognized for the amount expected 1o be paid

under Bonus as the Microfinance has present legal or constructive obligation to pay this amount as a result

of past service provided by the emplovee and the obligation can be estimated reliably.

B. Post Employement Benehts such as Gratuity. Post Employement Benefits are classihied as followings:
a.  Defned Contribution Plans
b.  Defined Benefit Plans

Defined Contribution Plans

A dehned Contribution Plan is a Post-employment Benefit Plan other than Defined Contribution Plan.

The contribution payable by the employer to a defined contribution plan in proportion to the services

rendered to the Microfinance by the employeesand is recorded as an expense under Personnel Expenses’

as and when they become due. Unpaid Contributions are recorded as liability under ‘Other Liabilities’.

a.  Employee Provident Fund : Employvee provident fund is the Defined Contribution Plan opt by the
microfinance as defined in Nepal Accounting Standard-19. Complying with The Labor Act, 2074, the
Microfinance contributes 10% of the Basic Salary and Grade of all the employees to the Approved
Retirement Fund, established by the Microfinance. The Microfinance has no further obligations under
these plans beyond its periodic contributions.

b. Gratuity : New Labor Act, 2074 came in force after 19th of Bhadra 2074 which requires to provide
minimum of 8.33% of Basic Salary plus Grade as Gratuity every month, which s in nature of Define
contribution plan. The Microfinance is providing gratuity benehits under this provision to all the
employees recruited after the enforcement of new labor act.

Defined Benefit Plan

A defined benefit plan is a Post-employment Benefit Plan other than defined contribution plan. Gratuity

other than dassified under Défined Contribution Plan as per Nepal Accounting Standard- 19 (Employee

Benefil) is regarded as Defined Benefit Plan.

a.  Gratuity: Microfinance's obligation in respect of Defined Benefit Obligation is calculated by estimating
the amount of future benefit that employees have earned for their serviecs in the current and prior
periods and discounting that benefit to determine its present value, then deducting the Fair Value of
any plan asset to determine the net amount to be shown in the Statement of Financial Position. The

12 of Defined Benefit Asset is restricted 1o the present value of any economic benefits available

1
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in the form of refund from the plan or reduction to the future contribution to the plan. In order to
calculate the present value of the economic benefits, consideration is given to any minimum fonding
requirement that apply to any plan in the Microfinance. An economic benefit is available 1o the
Microfinance if it is realizable during the life of the plan, or on setlement of the plan liabilities.
Actuarial Valuation is carried out every vear to ascertain the full liability under gratuity. The increase
in gratuity liabilities attributable to the service provided by employees during the year (Current
Service Cost) has been recognized in the Statement of Profit or Loss under Personnel Expenses’.
The Microfinance recognizes the total acturial gain and loss that arises in calculating Microfinance's
obligationin respect of gratuity in Other Comprehensive Income during the period in which it occurs.
Long-Term Employee Benefit: Microfinance’s liability towards the accumulted leave which is
expected to be utilized beyond one year from the end of the reporting period is treated as Long Term
I'%Bmcﬁl. Microhinance's net obligation towards unutilized accumulated leave is calculated
by ting the amount of future benefits that emplovees have earned in return for their service in
the current and prior periods to determine the present value of such benefits.

The Discount Rate for the Actuarial Valuation is based on Yeild to Maturity available on Government
Bonds that have maturity dates approximating to the terms of Microhnance's obligation. The
calculation is performed using the Projected Unit Credit Method. Net change in liability for Unutilized
Accumulated Leave including any Acturial Gain or Loss are recognized in the Statement of Profit or
Loss under Personnel Expense’ in the period in which they arise.

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

L

The Microfinance as a Lessee

At the commencement date, a lessee shall recognize a right-of-use asset and a lease liability:

At the commencemnent date, a lessee shall measure the right-of-use asset at cost. The cost of the right-
of-use asset shall comprise: {a) the amount of the initial measurement of the lease liability; (b} any
lease payments made at or before the commencement date, less any lease incentives received; (c) any
initial direct costs incurred by the lessee; and (d) an estimate of costs to be incurred by the lessee in
dismantling and removing the underlying asset, restoring the site on which it is located or restoring
the underlying asset to the condition required by the terms and conditions of the lease, unless those
costs are incurred to produce inventories. The lessee incurs the obligation for those costs either at
the commencement date or as a consequence of having used the underlying asset during a particular
period.

At the commencement date, a lessee shall measure the lease liability at the present value of the lease
payments that are not paid at that date. The lease payments shall be discounted using the interest rate
implicit in the lease, if that rate can be readily determined. If that rate cannot be readily determined,
the lessee shall use the lessee’s incremental borrowing rate.

Subsequent measurement of the right-of-use asset after the commencement date, a lessee shall
measure the right-of-use asset applying a Cost Model

Cost Model

To apply a cost model, a lessee shall measure the right-of-use asset at cost: (a) less any accumulated
depreciation and any accumulated impairment losses; and (b) adjusted for any re-measurement of the
lease liability specified in paragraph 36{c). A lessee shall apply the depreciation requirements in [AS
16 Property, Plant and Equipment in depreciating the right-of-use asset, subject to the requirements
in paragraph 32

Sub t Measurement of Ltml.i:!)ilig

After ﬁ commencement date, a lessee shall measure the lease liability by: (a) increasing the
carrying amount to reflect interest on the lease liability; (b} reducing the carrying amount to reflect
the lease payments made; and (c) re-measuring the carrying amount to reflect any reassessment
or lease modifications specified in paragraphs 39-46, or to reflect revised in-substance fixed lease
pavments. Interest on the lease liability in each period during the lease term shall be the amount that
produces a constant periodic rate of interest on the remaining balance of the lease Liability. After the
commencement date, a lessee shall recognize in profit or loss, unless the costs are included in the
carrying amount of another assetl applying other applicable Standards, both: (a) interest on the lease
liability; and (b) variable lease payments not incuded in the measurement of the lease liability in the
period in which the event or condition that triggers those payments occurs.

L
el
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3.15 Share Capital and Reserves
Share Capital and Reserves are different classes of equity daims. Equity dlaims are claims on the residual
interest in the assets of the Microfinance after deducting all its liabilities. Changes in Equity during the
repocting period comprise income and expenses recognized in the Statement of Financial Position;
pluscomtribution from the holders of equity claims, minus distribution to holders of equity claims.
3.15.1 Share ital
Ordinary Shares in the Microfinance are recognized at the amount paid per mdluu?' share. Mahuli
LaghubittaBittiya Sanstha's shares are listed at Nepal Stock Exchange Ltd. The holders of ordinery shares
are entitled to one vote per share at Annual General Meeting of the Microfinance and are entitled to
receive annual dividend payments. The Microfinance doesn't have any other form of share capital apart
from the ordinery shares.
]:i}h‘iltm.li on ordinary shares dassified as equity are recognized in equity in the period in which they are
i l.-"l:-la-{’l}li
The shares issue expeénses in respect of Bonus Shares which can be avoided for the issue was charged in the
year of issue directly through equity (under Reétained Earnings) and disclosed in the statement of changes
in equity. Tax impact is also disdosed.
3.15.2 Reserves
Reserve includes regulatory and free reserves.
A} Statutory General Reserves
Twenty Percent of the net profit as stated in Section 44 of Bank and Financial Institution Act, 2073 and
Fifty Percent of additional amount of Cash Dividend and Bonus Shares if declared and distributed in
excess of Fifteen Percent as provisioned in Section 13 of Directive No.1/79 of Unified Directive for
Microfinance issued by NRB is set aside to the general reserved

Particulars Amount
[Opening Balance as on 1stahrawan 2081 98 887,421 35
Amount transferred during this period
2) 20% of f Net Profit 3,401,592 87
[ Closing Balance as on Asardh end 2081 102,289,417.23

B} Capital Reserve
This is a Non-Statutory Reserve and represents the amount of all the capital nature reserves such as
the amounts arising from share forfeiture, Capital Grants and Capital Reserve arising out of business
combinations. Funds in this reserve are not available for distribution of Cash Dividend but can be
capitalized by issuing bonus shares upon obtaining prior approval from the NRB.

€) Exchange Equalization Reserve
This is Statutory Reserve created in compliance with section 45 of Bank and Financial Institution Act,
2073 (including Amendments till 2076 Jestha), Twenty-Five Percent of the Revaluation Gain on the
foreign currency held as at the end of Fiscal Year shall be aside to Exchange Equalization Reserve.

D) Investment Adjustment Fund
It is a reserve created on investment in Equity Instrument if the equity doesn't get listed in Security
Market within two years as per Directive No 8(4) of The Unified Directives 2081 issued to Microfinance
by NRB. The Microfinance has set aside NPR. 10,000 to its Investment Adjustment Fund complying
with the aforementioned provision for unlisted eguities.

E) Corporate Social Responsibility Reserve
One Percent of Net Profit is oot aside in the Corporate Social Responsibility Reserve in compliance
with the Directive No: 6(14) of The Unified Directive 2081 issued by NRB to Microfinance.
Movement in CSR Fond duoring this Fiscal Year:

i Particulars Amounl
Opening Balance as on |stshrawan 2081 304,437.70
Add: Provision of this F/Y (1% of net pmﬁl as per NFES) 170,080.79

(Total (A) 564,818.67
Less: E-Expen.ﬂ.- for the F/Y 393,345.00
a) Expenses for Social Project Works and Health Cares 326,645.00
b) Direct Donation Expenses x
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c) Financial Literacy Program Expenses 66, 700.00
[ Total (B) B 3 393,345.00
Closing Balance as on Asardh end 2082 (A-B) 171,173.67

F) Client Protection Fund

Client Protection Fund is created at 1.5% of Net Profit. In addition to this, Thirty-Five Percent of
additional amount of Cash Dividend and Bonus Shares, if declared and distributed in excess of Fifteen
Percent, as provisioned in Unihed Directives 2081/04/01/Ja/A issued by NRB to Microhnance is also
set-aside accordingly. The amount of Rs. 30,000,000 for Client Protection Fund has been deposited in

Shangri-La Development Bank Ltd. which is presented as Balances with BFls in Statement o

Position.

Movement in Client Protection Fund this year:

Financial

Particulars

Amount

Opening Balance as on 1stShrawan 2081

33,279,208.23

Addition to the Fund this F/Y

a.  Interest Income to the Fund = 1,206,575.34
b.  1.5% of Net prolit as per NFRS of the F/Y 255,119.47
Total (A) 34,740,003.03

Less: Expenses irom Fund this Year

a. Assistance on the death of Borrower and Guardian of Borrower

1,257,578.50

b. Assistance to the members during Natural Disasters 281,500.00
€. Assistance to Member during Pregnancy for hygiene foods and expenses for 298,500.00
pregnancy health awareness programs

d. Members Business Promotion and Entrepreneurship development expenses 17,650.00
£ Tra]nmg and Observation E:q:enses for Members 2,826,490.82
I Scholarship Expenses 135,000.00
g Unit Gathering Expenses 92,500.00
 h. Expense for Environment Protection

Total (B) 4.909,219.72
[Closing Balance as on Asardh end 2082 (A-B) 20,831,683.31

G) Regulatory Reserve

The amount that is allocated from Profit/Retained Earnings of the microfinance to this reserve as per
the directives of NRB for the purpose of implementation of NFRS and which shall not be regarded as
free for distribution of dividend shall be presented under this reserve. The regulatory reserve of the
microfinance includes the reserve net of tax and employee bonus created relating to Accrued Interest
Receivable as on Ashadh end 2082 not recovered. Reserve on Deferred Tax Assets, Non-banking
Assets, Reduction in fair value of investment in Equity below cost price, Actuarial Loss etc.

Movement in Regulatory Reserve:
- Previous Year | Currenl Year
Particulars (Opening) (Mirvemnend) Total
l Interest RE{.EI.\'HME' 4513120650 1141522380 56,546,430.29
Shnrt Loan Loss FH}\’ISIDFI - - -
1 Short Provision for Possible Losses on Investment -
4. Short Provision on NBA - . .
5. Deferred Tax Assets 25,225,607.04 | 29,125.794.61 | 54.351,401.65
6. Goodwill - -
7. Gain on Bargain Purchase - - -
| 8. Actuarial Loss Recognised ) 5.646,108.90 {33,560.50) 5,612,548.40
9. Fair Value Loss Recognized in OCI - - -
10. Others AR2.686.60 382, 686.60
[ Total 76.385,609.04 | 40,507,457.90] 116,893,066.94
- By =
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H) Assets Revaluation Reserve
This is 2 non-statutory reserve and is the requirement in the application of accounting policy for non-
financial assets such as property, equipment, investment property and intangible assets that are measured
following revaluation model. Revaluation reserve often serve as a cushion against unexpected loss but
may not be fully available to absorb unexpected losses due 1o the subsequent deterioration in the market
values and tax consequences of revaluation. The microfnance hasa't followed revaluation model.
I} Actuarial Gain/Loss Reserve
The amount that is allocated from profit or retained earnings of the microfinance both positive or
negative to this reserve as per the directives of NRB for the purpose of implementation of NFRS and
which shall not be regarded as free reserve for distribution of dividend are recorded in this reserve.
The reserve includes actuarial gain/(loss) net of tax on defined benefit plan.
I} Employee Training Fund
The fund is created for the purpose of Employee Training. As per the directives to microfinance
by NRB, the Microfinance needs to spend at least Three Percent of last hscal vear’s total Personnel
Expenses for the development and trainings of the employees. Furtheér if the microfinance couldn
spend up to the limit of 3%, the shortfall amount shall be transferred 1o the Emplovee Training Fund
and shth used for employee trainings in subsequent years,
K} Other Reserves
Any other reserve created with specific or non-speciic purpose are presented under this by disclosing
account heads.
L} Dividend on Ordinary Shares
The board of the microfinance has recommended 0.25% Cash Dividend and 4.75 % Bonus Shares for
the reported year 2081-82. This proposal is subject to the ratihcation by the Annual General Meeting
of the slmrﬂ[;nldm The proposed distributions shall be recognized in equity in the period in which
yare
3.16Earnings Pﬂ'ﬁhl.re including Diluted
The Microfinance presents basic and diluted Earnings Per Share (EP'S) data for its ordinary shares. Basic EPS
is calculated by dividing the profit and loss attributable to ordinary equity holders of the microhnance by
the weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined
by adjusting both the profit and loss attributable to the ordinary eguity holders and the weighted average
number or ordinary shares outstanding, for the effects of all dilutive potential ordinary shares, if any.
Earnings per share is calculated and presented in the face of Statement of Profit or Loss.
3.17Segment Reporting
ﬁnupemlngsegmem is 2 component of an entity:
That engages in business activities from which it may earn revenues and incurr expenses (including
revenues and expenses relating to transactions with other components of the same entity).
«  Whose operating results are regularly reviewed by the entity's Chief operating dedision maker to
make decisions about resources to be allocated to the segment and assess its performance, and
For which discrete inancial information is available.
.'Hm every part of an enfily is necessarily an operating segment or part of an operating sepment. For
. corporate headquarters or some functional departments not earn revenues of may earn
revenues that are only incidental to the activities of the entity and wnu]i not be operating sepments.
The microfinance has identified seven segments based on the geographic locations of its offices in the
7 provinces of the country. Interest earnings generated while conducting businesses under different
segments are reported under the respective segment. For segmentation purpose, all business transactions
between the segments are conducted on the arm's length basis, with intra unit revenue and cost being
nullified when compiled.
3.18 Capital Structure
As per Section 9 of Bank and Financial Institution Act, 2073, "Allotment of Shares”, The Bank or Financial
Institution shall set aside at least thirty percent share of its total issued capital for subscription by general

blic.
ﬁt current capital structure of the microfinance is presented below:
Particulars No. of Shares Amount Percentage (%)
Promoter Shares 2,589,462 55 258.946,255.00 70%
Ordinary Shares 1,109,772.458 110,977,245 00 30%
[ Total 3,699235]  369.923,500.00]  100.00%

e
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For the year ended 32 Ashadh 2082
Schedules to Financial Statement
Cash and Cash Equivalent 4.1
Particulars Cuorrent Year Previous Year
Cash in Hand 3.012,203.00 1.851,705.00
Balances with BFIs 41596699217 250.527.879.41

Money al Call and Short Notice

Other

Total

418,979,195.17

252,379,584 41

Statutory Balances and due from Nepal Rastra Bank

4.2

Particolars

Current Year

Previoos Year

Statutory Balances with NRB

5.000.00

506

Statutory balances with BFIs

23.999,500.00

22,500, (04.00

Securities purchased under Resale Agreement

Other Deposit and Receivable from NRB

Total

24 004, 300,00

22,505, 000,00

Placements with Banks and Financial Instutions

4.3

Particulars

Cuarrent Year

Previous Year

Placement with Domestic Fls

160, (KK, (HHD.00

Less: Allowances for Impairment

Total

160,000,000.00

Derivative Financial Instroments

4.4

Particulars

Current Year

Previous Year

Held for Trading

Interest Rale Swap

Currency Swap

Forward Exchange Contracts

Crthers

Held for Risk Managcmml

Interest Rate Swap

Currency Swap

Forward Eﬁchnngf Contracts.

(thers

Total

Dither Tﬂdinﬁ Assels

4.5

Particulars

Current Year

Previons Year

Treasury Bills

Government Bonds

MNRE Bonds

Domestic Corporate Bonds

Equities

Other Trading Assets
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Total

Pledged

Non-pledged

Loans and Advances to MFls & Cooperative

4.6

Particulars

Current Year

Previous Year

Loans to Microfinance Institutions

Loans to Fls

Loans to Cooperative

Less Allowances for Impairment

Other

Less: Allowances for Impairment

Total

Allowances for Impairment

4.6.1

Balance at Shrawan (1

Impairment Losss for the year:

Charge for the year

Becoveries/Reversal

Amount Written OMF

Balance at Asar End

Loans and Advances to Costomers

4.7

Particolars

Current Year

Previoos Year

Loans and Advances measured at Amortized Cost

5.381.723.270.83

4,818,125.811.15

AlIR On Loans and Advances

109,207, 793.74

Less: Impairment Allowances

Collective |mpairment

{373,939,950.59)

(235,677,019.28)

Individual Impairment

Net Amount 511699111398 4.582.448.791.87
Loans and Advances measured at FVTPL
Total 5,116.991,113.98) 4,582.448.791.87
Analysis of Loans and Advances - By Product 4.7.1
Particulars Current Year Previous Year
Product - -
Term Loans 5,372 48582791 4, 718998 511.17
Short term: Loan 120,930,362.91 110,544,512.42
Long term Loan 5.251.558,465.00 4.608,453,998.75
Hire Purchase Loans
Personal Residential Loans
Staffs Loans 9,234,442 92 8.038.509.09
Other
Sub-Total 5,381,723,270.83 4. 727037 42026
Interest Receivable 109,207,793.74 01,088,390.89
Grand Total 5.490,931,064.57 | 4,818,125,811.15
—— B } et Y Pt

t




Analysis of Loans and Advances - By Collateral
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4.7.2

Particulars

Current Year

Previous Year

Secured

Immowvable assets

614,616,145.03

444,724 801 .84

CGovermment Euarallln:

Collateral of Government securities

Collateral of Fixed Deposit Receipt

Group guaraniee

4867 080,476.62

4.365.362,100.22

Personal guarantee

Other collateral

9,234, 442.92

8.038,909.09

Subtotal

5.490,931,064.57

4.818,125,811.15

Unsecured

Grand Total

5490931 06457

4,818,125, 811.15

Allowance for Impairment

4.7.3

Particulars

Current Year

Previous Year

Specihc Allowance for Impairment

Balance at Shrawan 01

Impairment Loss for the year

Charge for the year

Recoveries/Reversals during the year

Write-Oiffs

Crther Movement

Balance at Asar End

Collective Allowances for lmpairment

Balance at Sharawan 01

235.677.019.28

188.470,640.09

Impairment Loss for the year

Charge/| Reversal) for the year

138,162,931 .31

47,206,379.19

Dither Movement

Balance at Asar End

373,939,950).59

235.677,019.28

Total Allowances tor Impairment

373.939,950.59

235,677,019.28

Investment Secorities

4.8

Particulars Current Year Previous Year
Investment Securities measured at Amortized Cost - .
Investment in Equity measured at FVTOCI 1.000,000.00 1,000,000.00
Total 1,000,000.00 1, 0000, 000,00
Investment Securities measured at Amortized Cost 4.8.1
Particalars Current Year Previous Year

Dbt Securitics

Government Bonds

Government Treasury Bills

?iepal Rastra Bank Bonds

Nepal Rastra Bank Deposit Instruments

Other

Less: Specific Allowances for Impairment
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Investment in Equity measured at Fair Value through other comprehensive income

4.8.2

Particulars

Current Year

Previous Year

F.qui: ¥ Irstruments

Quoted Equity Secunhies

Unquoted Equity Securities

1,000,000.00

1000, (4,00

Total

1, 000,000.00

1,000, 004,00

Information relating to Investment in Equities

4.8.3

Particulars

Corrent Year

Previous Year

Cosl

Fair Value Cosl

Fair Value

Investment in CQuoted Equity

.lad.

wannesnscliares of Bs. ..... Each

Investment in Unguoted Eguity

Nepal Finsoft Pvt. Lid

10,000 Shares of Rs, 100 Each

1,000,000.00

1,000,000.00

1,000, 0660, (6)

1,000,000.00

Total

1,000, (0L 04

1, 0L (R 00

1,000, 000.00 | 1,000,004.00

Current Tax Assels

4.9

Particulars

Current Year

Previous Year

Current Tax Assets

Current year Income Tax Assels

44,577 81465

45097,028.34

Tax Assets of Prior Periods

Current Tax Liabilities

Current year Income Tax Liabilities

38.712,939.38

2541780741

Tax Liabilitses of Prior Persods

Total

(5,864,875.27)

(15,679,220.93)

Invesimenl Properties

4.10

Particulars

Current Year

Previous Year

Investment Properties measured at Fair Value

Balance as on Shrawan 01,

Addition/( Disposal) during the year

Bt L'I:u.mgﬁ in fair value dunng the year.

Adjustment! Transfer.

Met Amount

Investment Properties measured at Cost

Balance as on Shrawan 01

Addition/{ Disposal) during the year

Net Changes in fair value during the year

:hijug.l ment Transfer

Net Amount

Total

L))

s ]
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Goodwill and Intangible Assets 412
Particulars SR Other Total
Purchased | Developed
Cost
Az on Shraasin 1, 2081 1,768, 76958 1,768, 76958
Addition during the Year
:"u.'qi.uﬂ[h:lll 303,970,140 0397010
Uapitalization - - - -
Drsposal during Lhe vear - -
Adjustment/Revaluation - - - -
Balance as on Asar end 2082 2072 739.68 2072,739.68
Amaortization and IrnIr:.innem
As on Shawan 01, 2080 Q2TRIT. - 927 RIT.66
Amwritisation charge for the year 411.794.45 - - 411.794.45
Impairment for the year
Disposals - - - -
Adjustmieni - . : :
As on Asar end 2082 1.339,622.11 - -| 133962211
Capital Work in Progress
Net Book Value
As on Asar end 2081 B40.941.92 - £40.941.92
As on Asar end 2082 733, 117.57 = = 73311757
Deferred Tax 4.13
Current Year
Particulars DISCEER Tk | Detoreed S | et Dielored Toe
Azzets /{Liabilities)
Deferred tax on temporary differences on following items
Lisans and Advances (o BFls
Loans and Advances to Customers -
Invesiment Propérties
Invesiment Scountics -
Property and Equipment B74. 11895 {874.118.55)
Emplovees’ Defined Benefnt Man 1832707436 18327 .074.36
Lease Liabilities . -
Prowistons 36,898, 446,24 S HYE J46 214
(Mher Temporary Differences . -
Deferred tax on temporary differences 55,225.520.60 | 87411895 54,351 401.65
Neferred tax on Garry forward of unused 1ax losses
Deferred tax due to chln.Er:n in tax raie
Net Deferred Tax Asset (Liabilities) as on vear end of 2081 54,351,338.28
Recognised in profil or boss 35282 336,68
Recognised in other comprehensive income {930,998.40)
Recognised direcily in eguity -
Deferred (Tax Asset)/ Liabilities as on Shrawan 01, 2080 (22,166,947 87)
Origination/ (Reversal) during the year (32,184,390.41)
Deferred Tax expense (income) recognized in profit or loss (33363.694.91)
Dieferred Tax expense {income) recogmized in OC] 1.179.304.50
Deferred Tax expense (income) recognized directly in Equity

— 2} et Y g
urE d L
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Particnlars

Deferred Tax

Deferred
Tax
Liabilities

Previous Year

Net Deferred Tax
Aszels [(Liabilities)

[Delerred tax on lemporary d.i_HEnll:i an ﬁ:ﬂnwing ilems

Lioans and Advances to BFI<

Loans and Advances to Customers

Invesiment f"n.'pi:ﬂ.il:i

Irvestment Securnties

I-'-'mp:m' and Fqunpm-_-m

(873,150.97) |

Employees Delined Benelit Plan

17.736,305_36

87315097

17,736,305.36

Lease Liabilities

Provisions } 5.303,793.48 5.303,793.4%
Uither Temporary Difierences - . -
[ Deferred tax on temporary diflerences 23,040,098.84] 873,150.97 32,166,947.87 |
_Fh:tm:d tax on carry lorward of unused tax losses :
| Deferred tax due 1o changes in tax rate ) |
Net Deferred Tax Asset (Liabilities) as on year end of 2082 22,166.947.87 |
| Recognised in profit or loss 21, 918,641.77
| Recognised in other comprehensve income 248,306.10
| Recognised directly in equity ) :
_Eh*fm-.d Tax {Asset)/ Liabilities as on Shrawan (1, 2081 _ —=
[Origination/( Reversal) during the year (22,166,947.87)
| Delerred Tax expense {income) recognized in profit or loss {21.918.641.77)
| Deferred Tax expense (income) recogmized in OC] {248,306.10)
Dieterred Tax expense (income) recopnizad direcily in Equity -
Uiher Assels 4.14
Particulars Current Year Previous Year
Assets held for Sale
Other Non-Banking Assets
Bills Receivable
Accounts Receivable 432126802 3530,470.32
Accrued Income
Prepayments and Deposits 980,552.27 967,924.53
Income Tax Deposit
Deferred Employee Expenditure 3,822,966.38 2.566,737.50
Other Assets 28,909,393.19 2128765797
a. Right of Use Assets 15.873.409.49 16,520,378.64
b. Other 13.035,983.70 4.767.27933
Total 38.034,179.86 28,352,790.32
ue to Banks and Financial Institutions 4.15
Particulars Current Year | Previous Year
Money Market Deposits
Borrowing from BFls
Other Deposits from BFls
Settlement and Clearing Accounts
Other
Total -
- e
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Due to Nepal Rastra Bank

4.16

Particulars

El.l.rn:nl ?r

Previous Year

[Refinance irom NRB

Sanding Liguidity Faahiy

Lender of Last Resort lzcihiy from NRD

Securilies sold under repurchase agreements

[Other E".ly.al'llc to NRB

[ Total

Derivative Financial Instruments

4.17

Particulars

'E'I:I.r.l‘l:ﬂt ?-Ei.l’

Previous Year

Held for Trading

Interest Rate Swap

Currency Swap

Forwand Exchange Contracis

Chihers

Held lor Risk Management

Inierest Rate Swap

Currency Swap

Farward Exchange Contracis

B Others

Total

Depaosits from Customers

4.18

Particulars

Ellrn:ﬂl ?ﬂ.l‘

Previous Year

Institutional Customers:

Term ﬁr:l.KJ's'-Il‘i--

Call Depaosils

Currenl Depasils

[ Others.

Individual Customers:

Term Deposils

1,009 589,567.16

807,222 Bh600

Saving Deposils 799 095,325 57 725,285,255 6 |
Current ﬁrp:l.u'h
Others 20,628, 13.72 22,965,253 82
[ Total 1.830,212,896.45 | 1,645,473,375.53 |
Borrowing 4.19
3 Particulars Current Year Previous Year
[ Domestic ﬁuummg:.
Nepal Government
Other Institutions 2.910,111,160.98 2 A00,086,036.55
Ohiher
Sub Total 2.900,1101,160.98 2 4M0,086,038,55
T!J]’ﬂl'.',,ll Eurmwrngs-
_I-'m-:i{l Banks and Financial Institutions
Mulutateral Development Banks
Other Institutions.
Sub Total
[ Total 2,910,111,160.98 | 2,420,086,036.55
Provisions 4.20
Particulars Current Year Previous Year
Provistoms for Redondancy
Provisions for I-l-r:".tnn:tunng_
Pending Legal Issues and Tax Litigatson
et X magin

— us)
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Onerous Contracis

Uiher Priowisions HHIR G003 82,178,040 HE
Total 5. 898.630.03 8, 178,064.55
Movement i Provision 3.20.1

Particulars Current Year Previous Year
Balance at Shrawan 01 £ 178004 KR 17,679,301 160

E‘r-:n.- isions made during the year

Provisions used during Lhe year

720.565.15 12,501.246.72)

e . =
Provisions reversed duning the year

Unwind of Discount

[Balance al Asar end 8,895,630.03 B.178.064.88
Other Liabilities 4.21
Particulars Current Year Previous Year
Liabilities tor emboyess defined benefit obligations 37,783,713.88 36.378,623.88
Liabilities tor long service leave 15,764,584 00 15,200,444.00
[Short lerm emplovee benclits 515,368 36 723382 &b
[ Bills payable 293,901 97
Credilors and acoruals 13,880,970 24 101,393,996 48
interest pavable on deposils 119.690,776.99 133,073,028 42
intcrest pavable on bormowing 4461165 67 5,712,499 58
Liabilitics on delered grant income
Unpaid Dividend
[ Tiahililies under Finance Lease 23,451,350.89 17,618,671 5589
Employee bonus payable 2AB4.12727 5,470.351.76

Other Liabilitics

23,409.335,13

19.945,944.86

[ Service Charge Refundable 2.125,990.38 |
Total 242,735,200.40 246.642,938.71
Defined Benehit Obligation 1211
The amounts recognised in the statements of inancials positions are as follows :
Particulars Current Year Previous Year
[ Present value of funded obligations 37,783,713.88 36,378,623.88
[ Total present value of obligations 37,783,713.88 36,378,623.88
Fair value of plan assets
_Pre:-‘.em value of net ul:riiE.'inum 37,783,713.88 35,378,623.88
Recognised liability for defined benefit obligations 37.783,713.88 36,378,623.88
Plan Assets 4.21.2
Plan assels comprise
Particalars Current Year Previous Year
Equity securities
Government bonds
Bank deposit
Other
Total
Adtual return on plan assets
Movement in the present value of defined benefit obligations 4.21.3
Particulars Current Year Previous Year
Defined benefit obligations at Shrawan 1 36,378,623 88 32,37(),378.88
Actuarial losses {3.931,015.00) (805, 186.00)
Benefits paid by the plan (3.164,448.00) {2,253,963.00)
Current service costs and interest £.500,553.00 7.067,394.00

W
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Defined benehit obligations at Asar end | | sz7saziass]| 3637862388
Movement in the Far valoe of plan assets 4.21.4
Particulars Current Year Previous Year
Fair value of plan assets at Sawan | -
Contributions paid into the plan -
Benefits paid duning the year -
Actuarnial (losses) gains -
Expecied return on plan asseis -
Fair vilue of plan assets at Asar end -
Amount recognised in profit or loss 4.21.5
Particulars Current Year Previous Year
Currenl service costs 5334, 192,000 i, 2ha3 660
Interest on uHiEatim 3. 166 361 .00 2 8103, 7 3400

Expecied retum on pl.m asscls

Fital #5000, 553 00 T, 354 100
Amount recognised in other comprehensive income 4.21.6
Particulars Current Year Previons Year
Actuarizl (gain Woss (3930005060 R AT
l'otal (39300015060 (B3, 186,0041)
Actuarial assumptions 4.21.7
Particulars Current Year Previous Year
iscount raie QAN B
Expected return on plan assct 00K 0,06
Future salary increase 2 5l 2 .50,
Withdrawal rale 3.50% 350
Drebi securities issued 422
Current Year Previous Year

IDebt securitics issucd designated as at fair value
through profit or loss

Pl sovursties 1ssued at amoriised cost

[ Total

Subordinated Liabilities

4.23

Particulars

Current Year

Previous Year

Redeemable prelerence shares
Irredemable cumulative preference shares (liahilities component

[Other
[ Total : :
Share capital 4.24
Particulars Curreni Year Previous Year
Orrdinary shares 369,923,50020 |  322,378,585.20
[Converlible preference shares (equily component only)
Irredemable preference shares (equity component anly)
_["rrpi:luul debi {equity component only)
[ Total 369,923,500.20 | 322,378,585.20 |
Ordinary Shares 4.24.1
Particulars Curren Year Previous Year
Authorized Capilal
A0 AN rdinary share of Rs 100 cach S0, D (R LR S0 ER0 AR
lssued capital
3699235 Ordinary share of Rs. 100 each 365925 50H.(H) 365,92 1 500000
Subscribed and paid up capital
33,23,785 Ordinary share ol Rs. 110 cach 369,923,500 322,378,585

zed W, englin
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! Total | | 369,923,500 | 322,378,585 |
share ownership 4343
Plan asscls COmprise Currenl Year Previous Year
Percent Amoant Percent Amount
[ Domestic ownership
Nepal Governmenl 0.0 | 0 -
A" lass Beensed instlutions 2 0%, RAGH JOUO0 | 263% B AGE, 700H)
Ohther licensed intitations (L% = (00 .
Uiher Institutions 18.44% B 206 A0 | 21.03%% ﬁE.HMAHLI'J'HI
Public F0.00% 110,977.246 ] 19.68% fi3. 432, 33100
Other 4927 18227115000 | 56.66% 1B2.671,154.20
T-.rtrign (wnership
[Total } 100% 369,913,500 | 100% 322,378,585.20 |
Dﬂailsufﬁlnrehﬂlding.huldingmmrlhanﬂ-ﬁ% N ~
. . As at Asadh end 2082 | As al Asadh end 2081
Sl Farticutacy " Percent | Amount | Percent Amonni
1 | MAHULICOMMUNITY DEVELOPMENT CENTER 1429% | S2R6U200 | 1640% SIRG2N)
7 | KAMAL PRASAD BASHYAL 257 O51K300 | 2.95% TR
3 | CITIZENS BANK INTERNATIONAL LIMITED 3200, BAGHI00 | 2h3% RAGR2IN)
1 | Gyanendra Man Singh Karki 2 25% 457600 | 2.62% Y]
5 | SURYA JYOT! LIFE INSURANCE CO.LTD 1.83% 6775000 | 2.10M 6577 590K
6 | UPENDRA LOCHAN SUBED] 1.77% G640 | 2.04% T E
7 | Bishnu Prasad Neupane 1.72% 6375600 | 198 637 61N
8 |SHYAM KANT CHAUDHARY 164% GOET00 | 1.47% 4752200
3 | MOHAN HARI ACHARYA 1.55% 5743800 | 1.78% STARN)
10 | PRABESH KUMAR KARKI 133% 4923200 | 1.53% 1933200
11 | MUNNI RAJBHANDARI 1.33% 4973300 | 1Laa% 4923200
12 | PRABHU NARAYAN CHAUDHARY 125% 4752000 1.47% 4752200
13 | TADAV PRASAD KHAKUREL 128% 718100 | 146% 7181H) |
14 | KRISHNA PRASAD PATHAK 11% 02700 127 1027000
15 | PRISM COLDOR SCANNING & PRESS SPORT PV LLID) 111% 102700 | 127% 1102700
16 | BHUPINDER SINGH 0.89% 32R2100] L% ERTHIT]
17 | RESHAV NARSHING RAIBHANDARI 080 FIRZI00| L02% I2R2100
18 | KAMALA KUMARI GURUNG U81% 2004000 | 0.93% 200490
19 |SHYAM KANTA CHAUDHARY 1.6 JSI0000 | 0.7 8% 52000
3 | INDRA BAHADUR MAHARJAN 0.67% 2A61600 | 0L76% 461600
21 | BIMALA PAUDEL ACHARYA 0.67% 461600 | 0L76% 2461 6LH)
77 |CALIBER INVESTMENT COMPANY PVI LID U.67% 2461600 | 1.76% FA616I0
23 | SANJAY SHAH 0).66% 4B | 0.76% 444800
74 | RAM LAGAN MANDAR U.65% TI90600 | 114% 687 [ (M)
25 | MANO] KUMAR LEKHI 0.61% II6TR00 | (L0 T267 BN |
26 | BHANU BHAKTA NIRAULA 50% JIR2000 | 099 3177000
37 | GANGA DHAR PANDEY D58% 2133400 | (.66% 3133400
28 | Harish Chandra Sinha 157% 14400 | (665 21 144K
79 | PRAKASH POKHAREL 01.57% TI0U200 | L6 210921
30 | NIGUMA PURI 0.52% 1926000
Reserves 4.25
Particulars Current Year Previous Year
Statulory general reserve 102,289,417 22 98 A7 82435
Capital reserve 3,406,258 47 3 A06,258.47 |

Exchange equilisation reserve

Investment a.LIIin';lm\-nl TESETVE

Ll .

=13

o



! =
-:?r ST FiEans JOCY /0Cy

p— T

Lorporate social responsibility reserve

17107254

ANLA3T T

Client Protoction Fund

29831 .,683.32

31,279, M18.23

Capital redemplion reserve

Hn:gulahm‘ TEserve

11655 3,066.54

70, 3H5.609.04

Hestrudct u;.:d and Hescheduled Reserve

24 215 36002

77403 97832

Fair value resepve

[hvidend ..qu.ﬂ Faxlif TeseTve

Actuanial gain

(137438000}

(4,1 26090, 50)

Special reserve

i hebenture Redemption reserve

Chher reserve

212 407 3R

Tima]

244257431

2H5843.63 3001

Conlingent liabilities and commitments

4.26

Particnlars

Corrent Year

Previous Year

Conlingent habilities

Undrawn and undishursed facilities

Capital commitment

Lease Commitment

Litigalion
Others
Total = =
Contingent Liabilities 4.26.1
P‘.’!.l'lii.';l!.‘il"‘i Current Year Previows Year

Acceptance and documentary credit

Bills for collection

Forward exchange contracts

Guarantees

E_'-miem'riling. oommitment

Cther commitments

Total

"nidrawn and undisbursed lacihiics

1.26.2

Particulars

Cuorrent Year

Previous Year

Undlisbursed amount of loans

Undrawn limits of overdrafis

Undrawn limits of credit cards

Undrawn limits of letter of credit

Undrawn limits of guarantee

Total

[apital commitments

financial statements

1363

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

Particulars

Current Year | Previoos Year

Capital commitments in refation to Property and Equipment

Approved and contracted for

Approved but not contracted for

Sub total

Capital commilments in relation to Intangible assets

Approved and contracted for

Approved but not contracted for

Sub total

T ) $-l1.1m

e detl
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Total

E

ease commilmenls

—

Particulars

Cuarrent Year

Previons Year

Operating leas¢ commitments

Fulure minimum lease payments under non cancel-
lable operating lease, where the bank is bessee

Bol later than | vear

Later than 1 vear bt mot later than 5 years

Laber than 5 vedars

Soby tigal

Finance lease commitments

Fulure minimium lease IEllizr,'rm:lll*;- under non cancel-
lablc :-[h:r.llmglca xz. where the bank is lessee

Mol lnler than 1 vear

| ater than | year but not later than 5 years

Later than 5 vears

Sub todal

Grand total

Lease commatment il any have been calculated as per NFHS 16
Litigation

Mo any litigation of contingent ablities has been incurred vel
Interest Income

4.26.5

4.27

Particulars

Cuorrent Year

Previous Year

Cash and cash equivalent

1 YRT T8, 96

64278245

Do rom Mepal Hastra Bank

Flacement with bank and linancal instilicns

Loan and advances (o bank and financial instutions

Loans and advances to cuslomers

T FRY 572,54

624330651 .40

Irvestment securities

Loan and advances 1o siaff

LO10472.49

1,121,547 B

Other Interest Income

listal interest inocmie AN TET. 751,99 fAlA94 488171
nierest Expenses 4.28
Particulars Current Year Previous Year

[P o bank and inancal instilmions

D to Nepal Rastra Bank

[heposits Irom customers

13874181754

131,693,631 .42

Rormowing

200,51 580720

2349,A89,236.88

Prebl securities issued

Subordinated habilities
Other Charpes 5,.566,5649.61 3.513,765.75
Total Interest expense 353,824,194.35 374.896.634.05
Other include interest expense on finance lease as per NFRS-16 "Lease”
Fees and Commission Income 4.29
Particulars Current Year Previous Year

Loan admmmistration fees

Semvice fees

49981 97018

42,157,198 51

Commitment [ees

Card leamne: lees

Prepayment and swap lees

Hemittance fees

Bml:t'r:i:c fres
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(Mher fecs and commision income 437549625 1200813217

I'ntal Fees and Commission Income 5435746643 54,165,33(0,68
Fees and Commission Expense 4.30

Particulars Current Year Previons Year

Emk.rrag,u;-

ATM management fees

VISA/Master card lees

Guarantee commission Fees

DIDVTT/Swilt fees.

Remittance fees and commission

Other fees and commission expense 15.150,096.02 3,059.600.00

Total Fees and Commission Expense 15,150.096.02 3.059,600.00
Net Trading income 4.31

Particulars Current Year Previous Year

Changes in fair value of trading assets

Gainfloss on disposal of trading assets

Interest income on trading assets

Dividend income on Ir:ld.Ln.g assels

Gain/loss foreign exchange transaction

Other

Net trading income

Other Operating Income

4.32

Particulars

Cuarrent Year

Previous Year

Foreign exchange revauation gain

Zainfloss on sale of investment securities

Fair value E;I:il‘l.flt]:'.ﬁ on investmeént properties

Dividend on eguity instruments

Gainfloss on sale of property and equipment

Gain/loss on sale of investment property

Ujmratiuf, lease income

— @)

Gain/loss on sale of gold and silver
Other Operating Income
Total -
Impairment charge/{reversal) for loan and other losses 433
Particulars Currenl Year | Previous Year
Impairment charge/{reversal) on loan and advances to BFls
impairment charge/{reversal) on loan and advances to customers | 131,360,655.56 |  47.206,374.07
Impairment charge/{reversal) on financial Investment
Impairment {harge.f{rermll on placement with BFIs
Impairment charge/{reversal} on property and equipment
Impairment charge/{reversal) on goodwill and intangible assets
Impairment charge/{reversal} on others -|  (9.501,246.72)
Total 131,360,655.56 | 37,705,127.35
Personnel Expenses 4.34
Particulars Current Year Previous Year
Salary 82,049,335.22 81,742.945.19
Allowances 10,019.623.01 33,615,848.74
Gratuity Expense 8,500,553.00 7.067,394.00

s ]
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Provident Fand

Uniform 1.635,132.50 1438, 000000
Training & development expense 5,108,502.13 4.933,402.57
Leave encashment 4.850.244.00 3.457,965.00
Medical 38.150.00
Insurance 51585961 1 3,630.96

Employees incentive

Cash-settled share-based payments

Pension expense

Finance expense under NFRS 947.016.49 1,121,547 86
Other expenses related to staff 31,791,746.07 37203,80492
Subtotal 175.418,012.03 171,232,689.24
Employees Bonus 2,484,127 27 5.470,351.76
Grand lotal 177,902,139.31 176,703,040.99

Other Operaling Expense 4.35
Particulars Current Year Previous Year

Directors’ fee 507,000.00 422, (NKL00
Directors’ expense 589,055.42 40%,173.30
Auditors’ remuneration 1,753,036.80 1,697,609.00
Other audit related expense

Professional and legal expense 823.007.00 251,607.00

Ofhce administration expense

17,834,618.50

Dp-:r.aiiug lease EXpense

15,974,926.65

Operating expense of investment properties

Corporate social responsibility expense 393,345.00 370,037.66

Clienl profection expense

Onerous lease provisions

Other Expenses 22.067.615.75 13.841,833.10

Total 43,967.678.47 32,967,186.71
Office Administration Expenses 4.35.1

As at Asadh end 2081 Current Year Previous Year

Wiater and electricity 1,284,736.00 1.124,127.00

Bepair and maintenance

{a) Buiidi.ng

(b) Vehicle 169,006.46 138,987 48

(¢) Computer and Accessories 419, 188.00 S581.497.22

(d) Ofhce equipement and furniture 178,475.00 182,229.46

(e) Other 1210500

Insurance. 32847561 306.052.53

Postage, Telex, Telephone & Fax 3,681,571.52 3,525,350.04

Printing & Stationery 2.997,157.74 3,760,564.39

News paper, books and journals 600,00 -

Advertisement 1,881,085.85 320,630.65

Donation

Security expense

Deposit and loan guarantee premivm

Travel allowance and expense 5,126,007.50 4,675,489 80

&=
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Entertainment 596,415.0d) 582.318.50

Annual/special general meeting expense 64766649 460,290.58

Other- Internet Expenses

Other-Office Expenses

Other-Registration and Renewal 524,23333 305,284.00

Other-Meeting Expenses

Total 17,834,618.50 15,974,926.65
Depreciation and Amortisation 4.36

Particulars Current Year Previous Year

Depreciation on property and equipment 19,171,516.80 10,971,637.06

Depreciation on investment property

Amortisation of i.mm:tEih]e As5015 411,794 45 32392042

Total 19,583,311.25 11,295,557.48

Depreciation on property and equipment includes depreciation on Righl of Use Assets as per NFRS-16 "Lease”.

Non Operating Income 4.37
Particulars Currenl Year Previous Year
Recovery of loan written off
Other income
Total - -
Non Operaling Expense 1.38
Particulars Current Year Previows Year
Loan written off
Redundancy provision
Expense of restructuring
Ohther expense.
Total - -
Income Tax Expenses 4.39
Particalars Current Year Previous Year
Currenl lax expense
Current year 38,712,939.38 18,092.665.64
Adjustments for prior years
Deferred tax expense
Origination and reversal of temporary differences (33.363,758.28) {1,048.798.74)
Changes in tax rate
Recognition of previously unrecognised tax losses
Total income tax expense 5,349.181.11 17,043,.866.90
Reconciliation of tax expense and ar.munlmE profit 4.39.1
Particulars Current Year Previous Year
Prohit before tax 22 357,145.47 49,233,165.80

Tax amount at tax rate of 30%

6,707,143.64

14.769,949.74

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

19,636,433 .48

18,254,715.20

Less: Tax effect on exempt income

Add/less: Tax effect on other items {17,630.637.74) | (14.931.999.29)
Total income tax expense 38.712,939.38 18.092,665.64
Effective tax rate 173.16% 316.75%
£2) ~ ol




Mahuli Laghubitta Bittiya Sanstha Limited
Statement of Distributable Profit or Loss
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For the year ended 32 Ashadh 2082
(As per NRB Regulation)
(NPR)
Particulars Current Year Previous Year

Net profit or (loss) as per statement of profit or loss 17.007.964.36 32,189,298.90
Appropriations:
a. General reserve (3A01.592.87) (643785978}
b. Foreign exchange flactuation fund - -
c. Capital redemplion reserve . .
. Corporale siial responsibilily fund (170.079.64) {321,892.99)
?Iimphq-..w’ training fand {212,407 38)
L Other - -
[Client Protection Fund (25511947 (321 B92.95)
Others 370,037.66)
Profit or (loss) before regulatory adjustment 13.181,172.38 25,265,285.43
Regulatory adjustment :

a_ Interedt recervable {- ) previous acorued interest receved (4)

(11,415223.80)

{5207 778.61)

b Short loan loss provision in acoounls |- ) reversal (1)

C Short provision for possible losses on investment {-Vreversal (+)

i Short loan loss priwision on Non l-hnh'ng Assels (- )resersal (+)

[e. Deferred tax assets rocognised () reversal [+)

(29,125,794.61)

(1,297.104 84)

L Goodwill recognised (<) impairment of Goodwill ( +)

B g Bargain purchase gain recognised (- Nresersal (+)

h. Actuarial loss recognised (-)/reversal (+) 3.751,710.50 (579,380.90)

1. Other (+/-) (2.718,150.00)

7. Restructured and Rescheduled Reserve 48,178,618.31 (7.751,656.61)

Net profit for the year end Asardh31 2080 available for distribution 30,852,332,79 10.429,362.46
retained carning as on Shrawan 1 2080 26,466,702.56 16,420,026.70 |

% -l (+1-)" (38268660

I:‘rR expenses during the year 39334500

“Distribution:

‘Bomus shares issued

Cash Dividend Paid .

“Total Distribulable profil or (loss) as on year end date 47,712,380.35 26,466,702.56

Annualised Distributable ProfilLoss per share 12.90 821

* Adjustment of Income Lax provision

Disclosures and Additional Information
1 Risk Management

T

Risk is inherent in microfinance business but is managed through a process of ongoing identification, measurement

and monitoring, subject W nsk hmits and other controls, This process of risk

remyent ds cntical 1o the

microfinance’s continuing profitability and each individual within the microfinance is accountable for the risk
exporsures refating Lo his or ber responshilities. The microfmance 16 mainly exposed 1og

a.  Liguidity Risk
b.  Interest Rate Risk

¢.  Credit Risk
d  Operational Risk
Risk Management Framework

The robust risk management capababities are ¢

o i order 0 achivve an effective sk management framework

and contain the risks associated with the business, A fully functional Risk Management Commiteee directly reporting
to the Boand of the microfimance is nesponsible for identifving reporting, controlling and managing all the mhenent

]
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risks. The Risk Management Committer oversees global, macrn, micro and deparimental level risk that anise oot of daily
business operation as well & on periodic basis and are pul 1o the oversight of Senior Management, Risk Management
Committee and the Roard commitice to discuss the reporis thereom and issue instructions as appropriate,
Risk Management Committee
'Ihq: Rlsk Management Committee is an independent commitice of the Board of Directors thal has. as its sole
unciion, responsibility for the risk management policies of the Migofinance and oversight of
tmplmwnlﬂmn of risk managerment framewaork of Microfimance. The committee assists the Board of Directors in
fulfilling its oversight responsabilitics with regard to risk appetite that the Microfinance 15 able and willing to assume
in ils exposures and business activities, risk management. compliance framework, and governance structure that
supports it It periodically reviews the risk managemen| proccss o ensune its imegrity, acouracy, and reasonableness
It also reviews whether the internal control and risk management system is adequate or nol 10 ensure well-ordered
and prudent comduct of business. The commitiee is 1o review the overall nisk management struciure and monator thie

effectivencss of the risk management system. The Risk ent Committee comprises of following Members:
[S.N. = . Name DE.EIH.HIHI

1. Mr. Bhupati Raj Pandey Em:clm

2 My, Shree Prasad Chawdhary Director

3. | Mr. Ramcsh Chaudhary Department Chicl

1. | Mr. Bijay Yadav Depariment Chicl
Risk Governance

Microfinance implemented policies and procedures to miligate the risk at enterprises level arksang Lo the microfinance
and has trained risk culture among the employees by establishing ownership mentality, capacity building programs,
well defined job responsibilities and inhabating good ethical cubtore. The Risk Management Commitiee is responsible
for the establishment of, and compliance with, policies relating 1o Operation risk & Credit risk.

The Microfinance’s risk governance struclure is such that the responsibility for maintaining risk within the
Microfinance’s risk hlanket is dropped down from the Board to the appropriate funclional, dlient business, senior
management and commitiees. The Board has set policies and procedures of risk identification, risk evaluation, risk
mitigation, and controlf monitoring in line with NREE directives, and has effectively implemented the same, The
effectiveness of the Microfinance’s internal control system is reviewid regularly by the Board, its commitiees, sendor
munagemoend. and imtermnal audit committes.

5.1.1 Liguidity Risk

Liguidity risk is the risk to meet short term financial demands. This usually ooours due 1o the inability to convert
a security or hard assel to cash without a less of cipital andjor inconie in the process. Liquidity risk arises because
of the possibility that the Microfinance might be unable 1o mect its payment obligations when they fall due, asa
result of mismatches in the timing of the cash flows under both normal and stress arcumstances. Such scenarios
could occur when funding necded for liguid assel positions is not available 1o 1the Microfinance on acceptable terms.
Due to lack of lguidity, entities are not able Lo invest as per the demand of the customer, they are not able 1o repay
the savings and other legal obligations on time. Therefore, the microfinance has managed the higuidity as per its
requirement in lme 1o prevent such a situation.

5.1.2 Interest Rate Risk

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

rate investment. The Miaofimance will take the following measures to minimize the risk arising from interest rates:

2. Only asseis and habilines affected by changes in inferest rates has been included in the assets and Labilities.

b, When analvring the dilference in the situation where the payment term of assets and liahilities docs not match,
the amount of cash balance and non-payment of interest has been incduded

c. In order 10 manage and minimire the interest rate risk, the Micofinance has prepared quarterly (October,
December, March and mid-July) details and submitted them o the Supervision Department of Nepal Rastra
Rank within fifizen days after the end of the quarter,

5.1.3 Credit Risk

Credil risk is the probability that any creditor will not be able to repay the loan as per the condition accepted by the
borrower. Credit is the main wealth or sources of income of any financial institution. The future of the financial
nstitution is at stake when the bormower is unable to repay the loan borrower had agreed at the time of taking
the Joan. Therefore, it is necessary Lo study the impacting indicalors to gel information aboul the condition of the
loan &t risk. In order 1o prevent the loss of the lnan invested and to minimize the nisks related to it Standard loan
dishursement procedure is followed 1o reduce the risk accordingly. Since every employee involved in the process
of approving the loan and investing will be assigned a certain responsibility, the concermed employee will have to
wnvest the loan realizing their responsibility. The olliwing procedurcs/practices have been followed:

+«  Analyze the Requirement and Repavment Capacity for the demanded loan.

» Invest in loans based on disaplinary records of the borrower,

ml i L]
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= Monitor wtility of the borrowed fund in the following months of borrowing and ensuring the fund is wtilized
for income generaling activiticsbusinesses,
= Motivated members (o increase savings.
Taking details of the bormower's business and income and expenditure at the time of loan application, for
business loans,
Faking necessary documents of secured property, i collateral loan,
Classify the loans and armange the loss provision as per the directives of Nepal Rastra Bank,
Dishursement of lians within the limits prescribed by Nepal Rastra Bank,
Continuously monitor and inspedt the loan from the unit manager, branch manager and monitoring level, If
the interest is not paid on tme or with delay, the branch should report to the monitoring, the moniloring to the
regional manager and the regional manager (o the chicl executive ofhicer within 24 hours with detailed details.,
« Inthe monthly performance apprasal of the staffs, a definite score will be given in this title incduding the title
of lnan recovery of the branch 1o be monitored.
=  Each branch will be audited twice a year. While conducting such audit, it is compulsary for Internal Auditors
o inspect the monthly meetings of few of the units and submit the details ohserved in meetings through Audit
report, either observed compliance and other discrepanaies or nol.
5.1.4 Operational Risk
The rsk that arwes during the day-to-day operations of an entity is called operating risk. In this program, small but
large number of ransactions has been done, decentralized working method has been adopted, more focus has been
given on area expansion, priority has been given to cost reduction. Due 1o lack of mlegrated information system.
expansion of programs in rural arcas with lack of infrastructure and lack of appropriate technology to provide
services as per the needs of the custamers, there is always a passihility of operational risk in this program, The
entity has arranged the necessary staff 1o carry out various responsibilities Tor daily operations. All the employees
have to carry oul their post responsibalities in the working process within the policy rules speafied by the entity
But sometimes due o the negligence of the employees and persomal interests, the organization is al risk when it
poes beyomd the policy rules. Thas type of risk 15 hikely 1o reduce the entity's income, the increase entity's credit nsk
(Reputation Risk). Since the operational risk is due 1o internal factors, this risk can be reduced only il the internal
combrol System s
5.1.5 Fair value of financial assets and liabilities
Fair value is 2 market-hased measuremenl, not an entity specific measurement. For some assets and habalities,
ohservable market transactions or market information might be available. For other assets and liabilities, ohservahle
market transactions and market information might not be available,. However, the objective of a fair valoe
measurement in both cases is the same - to estimale the price at which an orderdy transaction to sell the asset or (o
transfer the liahility would take place between market participanis al the measurement date under carrent markel
conditions (i.e.; an exil price at the measurement date from the perspective of a market participant that holds the
assed or owes the labahity).
Fair values are determined according to the following hierarchy:
Level 1 inputs
Level | inputs are quoted prices (unadiusted) in active markets for identical assets or liabilities that the entity can
access al the measurement date. Held for trading and available for sale invesiments have been recorded using Level
| inparts
Level 2
Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
cither directly or indirecily.
Level 3 inputs
Level 3 inputs are unchservable inputs for the asset or liahihity.
The following table shows an analysis of finandal instruments recorded at fair valoe by level of the fair valuc

haerarchy:
Particulars 2081-82 2080-81
Level Level
1 1] m | 1 1] T |

Tinancial Investmenis Available for Sale

Quoted Cquities B :

Unguated Equities

Nepal Finsolt Company Lid

{10,000 Ovdinary Share of NPR.100 Paid up) 1N, ENHD 1WA, EHE), )

Quoted Mutual Funds - -
[ Total 1,000,000.00 1,000,000.00

e 1
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5.2 Capital Management
The Microfinance's capital management policies and practices support its business strategy and ensure that it is
adequately capitalized 10 withstand even in severe macosconomic dovwntums. The microfmance 18 a oensed
imstitution providing finanaal services therefore it must comply with capital requiremient of Nepal Rastra Bank
The Microfmance’s Capit] consasts of Trer 1 Capital and Taer [1 Capital
(i} Qualitative Disclosure
Nepal Rastra Bank has directed the Microfinance to devdop own internal policy, procedures and structures
to manage all material risk inherent in microfinance business for assessing capital adequacy in relation 1o the
risk profiles as well as strategics for maintaming capital levels. This includes basic requirements of having good
govermance, efficient process of managing all material risks and an eflective regime for assessing and maintaining
adequate capital. The Microfinance has sk management policies approved by its Board of Directors for effective
governance. The Microfinance has developed a comprehensive ICAAD document which is subject 1o review
every vear. The ICAAP has two major components; first is an inlemal process o identily, measure, manage and
report risks to which the microfmance is exposed or could be exposed in the future;, and second is-an internal
process to plan and manage 4 micofinances capital so as to ensure adequate capatal. The micrfinance prepancs
the ICAAP report annually complying with the NRB requirement. The report is reviewed and analyvzed by Risk
Management Committee and Board.
3.3 Classification of financial assets and financial liabilities

Particulars Amortized Cost FVIPL FVTOCI
[ Financal Assels
Cash and Cash Equivalents A18.979.195.17
Statulory Balances and duc from Nepal Rasira Bank 24,004,500 00
Placemient with Bank and Financal Institations =
Loans and  Advances to Cuslomers S99 11598
_lm-l.-,sl.mml Securitiss (LRI
Total Financial Assets 5,559,974, 809.15 S| 1,000,000.00
Fimancial Liabdlilees
Diuse to Bank and Financial Insitutions =
| Duc 1o Nepal Rastra Bank 3
Dermvatee Mnancal Instroments =
[ Deposits [rom Cuslomers 1830 212,896 45
—_lhmw — 3.910,111,160.98
Total Financial Liabilities 4,740,324,057 .43 it -

Capital Strucuture and Capital Adequacy

Particulars EY 2081782

A. Core Capital 511,350,923 |
[ 1 Paidup capital (Ordinary share 169,928 500
2. Proposed Bonus share -
3. Share premium

4. Non refunddable preferance shan:
[ 5. Statutory peneral reserve 102,285,417 |
6. Relained carning 47,712,380
7. CY retained cAMming as pir /S

8. Capital redemplion reserve
9 Share adjustment reserve

10. Calls in advances

11, Other free reserves 34,351 402
[ Goodwill
[ Deffered tax assels (54,351,402}
[Ticious asscts

Limil exceeded invesiment in shares
[ Purchase of Land & Duilding in excess of limit & utilized (8,574,375)
| B. Supplementary Capital 29,723,653
Provisions of loan loss made for pass loan 24,917,707 |

— 56 ) -5.*;?{“
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Additonal loan loss provision

4.005.5946

Hyhrid capital instrumenits

Unsecured Subordinated Term Debt

_I:.xch:mEu: Equaliration Fund

Assets revaluation Fund {max. 2% of Supplementary capital i added automatically)

Irvestment i|i||l.l"-l1'l'l:l'l| Fund

[ Total l."_'qulal Fund 541,074,576
[ Minimum capital Fund to be maintained based on Risk Weighted Assets:
Minmmum Capital Fund thmn:d (8.0 % of EWA} 461 507 586
Minimum Core (apaml Regquired (4.0 % of RWA) 230,753,793
Capital Fond maintamed ( in %) 9_38%
Core Capital maintained (in %) H.AG%
Capital Fund surplus by 1_38%
Core Capital surplus by 4. K%
Statement of Risk Weighted Assets (RWA)
AS on 32 Asar 2082
Particulars “[",E]'“ Amount RWA
A.On Balance Sheet Itmes
Cash Balance (o 3,012,203
NRB Balance (Mo 5,000
Loan against Own FD %%
Loan against Govi. Bond % -
Balance on domestic banks and financial institutions 20% 439,966,492 87,993,298
Loan against other banks' and financial institutions’ FD 209 -
Money at call 20% -
Investment on shares/debentures/bonds 100% 1,000,000 1,000,000
Other investments 100% - -
Loans & advances, bills purchase/discount 100% 5490,931.065 | 5.490,931,065
Fixed assets 100% 30,811,081 30,811,081
Niet interest receivables (Toral IR - 8 - Interest supsense) | 100% - :
Net Non-Banking Asset 100% - -
Other assets (Except advance tax payment) 100% 38,034,180 38,034,180
Real estate/residential housing loans exceeding the limits | 150% - -
Total On-Balance-sheet Items (A) 6,003,760,020 | 5,648,769,624
B. Off Balance sheet ltems
Bills collection 0%
Forward foreign exchange contract 10% -
L/C with maturity less than six months (Outstanding value) |  20%
Guarantee against International rated bank's counter guarantee | 20%
L/C with maturity more than six months (Outstanding value) |  50%
Bid bond, performance bond and underwriting 0% -
Unpaid guarantee claims 50%
_Eﬂ?fm]bn? maintained for operational risk (2% of 100% | 120,075 200,41 120,075.200
Total Off-Balance-sheet Items (B) 103,058,004 | 120,075,200
Total Risk Weighted Assets (A) + (B} 6,123,835,221 | 5,768,844,824

Sh j==
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Reconciliations of reportable segment revenues, profit or loss, assets and liabilities

5.6

a) Revenue

Total revenues for reportable segments 800,337,640
Other revenues {36,192.419)
Elimination of intersegment revenues 5
Entity’s revenues 764,145,220
[(b) Profit or loss

Total profit or loss for reportable segments 197,173,725
Other profit or loss -
Elimination of intersegment profits -
Unallocated amounts: {174.816,580)
Profit before income tax 22,357,145
(c) Assets

Total assets for reportable segments 5.462,000,064
Other assets E
Unallocated amounts 228,036,283
Entity’s assets 5,690,036,347

(d) Liabilities

Total liabalities for reportable segments

3.713,077,738

Eguity 698,078,592
Unallocated liabilities 1.278.880,150
Entity's liabilities 5,690.036,480
Information about products and services
Revenue from each type of product and services
{a) Microhnance Related Services 764,145,220
(b} Others -
Total 764,145,220
Information about geographical areas
Revenue from following geographical areas
{a) Domestic 800,337,640
Koshi Province 236,149,315
Madesh Province 353,909,640
Bagmati Province 117,581,833
Gandaki Province 19,877,242
Lumbini Province 48.334.204
Karnali Province 10,556,855
Sudur Paschim Province 13,928,550
(b} Foreign g
Total 800,337,640

5.7 Information about major customers
Revenue of a single customer of a microfinance doesnot exceeded 10 percent or more of the entity’s revenue.
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Mahuli Laghubitta Bitlli,i'la Sanstha Limited
Head Office: Mahuli-06, Saptari
Ratios
Financial Year
5‘. Partical Uniits As per Previous GAAP As per NFRS
No EY. 2077/78 EY. EX. EY. EY.
o 2078i79 207980 2080781 2081/82
1 | Net proft’ Total Income o 19.76% 10.33% >81% 4.69% 2.23%
2 | Earning Per Share (EPS) Hs 3481 2143 13.71 098 4.60
3 | Market Per Share (MPS) R 2180 1155 %699 1351 129601
4 | Price eaming ratio {PE ratio) | Ralio 6263 5388 0347 {3530 28188
5 | Tistal Dividend Bate b, 2600 % 1 5.00P% L% OL.00% 5%
6 | Cash Dividend Rate % 0.0K% 0.75% 000 % 0,00 0.25%
' g f =
7 T::T;EL:‘;;:‘-E,IW % 14.68% 14.93% 16.47% 14.87% 1464%
5 £ L
g |uworss Gxpaen Toil % 7954% 77.01% 79.16% 79.97% 73.68%
Operaling expenses
g [‘en copenses g IR T44% Y 21% 11.47% 9 fi% £0M4%
Deposit & Borrowing
-
gy | SNoyEs Honeti T % 1327% 6.73% 3.60% 3.10% 1.40%
Employce expenses
1 m""’_ﬁf’ iy} s ana % 295% 151% 1.08% 0.67% 0.31%
VANCEs
12 | Net profit/ Total Assets b 279% 147% 099% 0.65% 130"
13 | Credit/Deposit % 258.07% 278.93% | 25616% | 292.81% | 300.02%
14 ';ﬂliw“'“g Sapetal % 122% 126% 5.03% 4.46% 4.24%
16 | Core capital fund % 11.81% 997% 11.08% .45% X RE%
17 | supplymentary fund % 1.25% 1.27% 1.03% 1.27% 0.52%
18 | Total Capital fund % 13.06% 11.19% 211% 9.72% 9.38%
19 | Cash Reserve ratio (CRR) % 0.58% 01L53% 11.65% 0.57% 01,53%
20 | Non Performing Loans (NPA) T 2% 24%% 4.54% 304% [ 2.16%
Weighted Average Interest 2 %
2 : : 02 52 : 041
i Rate Spread s B.16% 4.1002%, 529% 6.7 5% PRI L
22 | Busink Nel worth Rs | 472664521 | 533725512 | 605251,717 | 634,688,921 | 608,078,459
23 | Total Mo, of shares Ma, ol 3,223,786 3223786 3,223 786 3699135
24 | Total noof employee 242 288 ZB5 266 269
25 | ROA K 3.10% 253% .96"% {1.68% 0.32%
26 | ROE % 39 85% 20 66"% 741% 519% 2.55%
27 | (K55 143.001% 118.35%% 108.23% 108.25% 105.16%
23 | Net worth per share He 16751 16556 187.75 19658 18871
39 [0 RemiOpiion Py Rty o 0.64% 2 85% 3.05% 2. 79% 291%
lintal Emplovee cxpenses
Mahuli Laghuobitta Bittiyva Sanstha Limited
Comparision of Unaudited and Audited Financial Stalement
As ; Variance
Statement of Financial muEt:ed ‘“F.H ""“-d’]“d Rt Sir Varbinte
Position Financial Siatrmient Amount %
Statement
Assels _ _ b _
Cash and Cash Equivalents HIO5T98599 ) 41RITR195.107 ) (23,975,790L.82) S41%
f:ﬁﬁtnl’pmiﬁ ?hﬁrjufu‘ 00000 2400450000 ] 2399950000 | 479990, 0%
-0 ) T
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Macement with Bank and

Financial Indlitutions § It b
Derivative Financial l ) )
Instruments
Ofther Trading Awcts : : 5
Loans and Advances 1o Ml &
Cooperatives
et dniid 524794125511 | 511699132519 | (130949 92990) | 2si [ D In oe classibeation
Imvesiment Ssecuritics 1O R 1 Ah Rk (W - 100N
Correni Tax Asséls AEIRTNTE 5A54 BR] &) (953 828.14) | {hRIR.70H.78)
| Investment prioperty _ - _ - - -
Property ind Equivement 0.077.96323 007756322 {(LO) {10
Groidhinill and Intaneible Assels T33117 46 TAXNTST [T ] TG0 %
Droe o adiustmen
Deferred Tax Avsets 21 1947 58 54551338 38 AR AN 145 19% i lempitary &l ;m
audited FS.
Due 1o recognition
Dither Adsels MTIRE3560 AR 3LIT9EA AT 9 56% ol ROV Assiets and
. reclasshication
Total Assets 5.786,417.614.86 | 5,690,036,500.91 | (96.381,113.95) -1.67%
Due 1o Hank and Ninandcial 3 : -
Institotions
Duc 1o Nepal Rasira Bank - : 5
Denvative Finacial
[:':strummt_s
Deposat froem Customiers LEAD T EG6 45 | 1L E302 12 86 45 - (LO0%
Borrowings 291009813026 | 2900,111, 1R0.98 13,03{LEY (L00%
Dhise Ly
Current Tax Liahilities - - DIV Reclussification of
dssets and Iiahi!_ﬁ]m.
Provisions nsgiae0s0|  ssemesons| (mz2ian| 167w ?}‘;f;h“ii:;;“:]:“"'m'"‘“
[Diefiered Tax Liabilites I
e to recopniticn
Oither Liahilities VISR AA5 51 ) 2M2TIR221AD IR1.57602 (1. 16% of lease liahality and
reclassification.
Debt Securitics bsued -
| Suhordinate Liahilities - - ; :
| Total Liabilities 4,993, 356,512.55 | 4,991 95790899 | [1,398,601.56) 0.03%
Equity
Shane Capital 60X SN20) 36992350020 L0
Share Premium ] - -
Retained Earning 1241968553 ] 4771254684 | (FR4R430850) | -61.54% {I:-‘:i;:_f?:’mﬁ"“m“
Reservis waoaTe677| zsnasus| Osesznsm|  sav H“;ﬂ:g{‘f‘:““‘ﬁm““’
Total Equity 793,061,102.30 | 698,078,590.93 | (94,982510.37) | -11L.98%
Total Liabilities & Equily 378641761486 | 5.690,036,500.92 | (96,381,113.93} =167 %
As per unandited | As per Andited Variance
Statement of Profit and Loss Financial Financial P % Reason for Variance
Statement Statement s N
Iterest Incom sirasssas ] memrssie] pemesn|  -noew Ef;l'j‘i:‘{i;:;‘““d
Due 10 mierest
inieresd Expense ISR IIRN3S0 | 35352419435 360016385 L% expenses as por bease
adiusted
= v

WY P ey
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Net Interest Income 367, 257,805 85 | 35596355964 | (11324.246.21) -3.08% _
Fee & Commission Income 5435746643 | 5435746643 -l oo :mfﬂ;ﬂ"fﬁ““““”“
Fee & Commission Expenses 196754 3.0H) 151 5009602 13,187 55102 67 .96
ek oo 52,39492343 | 3920737041 | (130875530 | -2507%
Net Interest, Fee & : S
| Net Trading Income
Other Operating Income . - Z :
Total Operaling Income 419.682.729.28 | 395.170.930.05 | (24,511,799.23) -5.54%
::TL:?J:E&TFI ) 1770475054 | 13138065556 | 11365550402 |  A41Sh
Net Operaling Income 401,977,977.74] 263,810,274.49 | (138.167,70%.23) | - M.37%
Dperating Expenses - - -
due to adjusiement
Personned expenses IBOSIVI2EL5 | 17790013931 | (2617.881.84) -1.45% of fimance cost as per
El.
,. o S Due 10 reclassilcation
Other Operaling expenses 43537138194 4ITH7TRAT | (5584705471 -] L.73% of rental expenses
Due w0 deprecation
Depreciation & Amortiration B311414.09 1958331125 1127159708 135.62% charped on ROU-
Agsels
Profit 163,614,158.46 32,357,145.47 | (141 .257,013.00) 56 %
Noa Operating Income - - - -
Mon Oporaling eapame = T . - 1 -
Profil before income tax 163.614,15846 | 2235714547 | (141,.257.013.00) 26 3%
Income Tax expenses . - .
Corrent Tax 4908424754 | 3871293938 | (10371308.06) | -2113% g‘i’;ﬂ” EaE
Delerred Tax - | {33.363.758.28) | (3336375828 -
Profit/(loss) for the period 114,529910.92 |  17,007,964.36 | (97,521,946.56) | -85.15%
Consolidated Statement As prr unandited | As per Audited Variance
of Other Comprehensive Financial Financial s % Reason for Variance
Income Statement Stalement = um
Profits {Loss) bor the period 114,529.010.92 17007564 30 | (97521945 58] -B315%
Other Comprehensive inoome - Lral 7m0 273171050
Total Comprehensive Income | 114,529,910.02 | 19,759,674.86 | (99,770,236.06) | 82.75%

A, Impairment Losses on Financial Assets

— 2 |

During the year FY 2081/82, ICAN and ASB Nepal has pronounced that full version of NFRS 9 containing Expecled
Credit Loss (ECL) 1o be effective from Shrawan 1, 2081 and nancal statements of Ashadh end 2082 (induding
quarterly financials thereon ) incorporates ECL reporting. The Bank and Financial Institution regulation department
ol Nepal Rastra Bank promounced "NFRS 9 - Expected Credil Loss Related Guidelines, 20247 on Jestha 151 2081,
providing detailed guidelines for the consistent and prudent application of NFRS 9.

Although the revised NFRS 9 (aligned with NFRSs 21 E) was oniginally effective from 16 July 2021, its full
implementation was deferred for BFIs due Lo challenges such as COVID- 19, time constrainis. and limited technical
capacity, Consequently. ECL reguirements became fully effective lor microfinance instittdions from FY 2081 /82,
The Microfinance recognizes loss allowances for expected credit losses on financial assets measured al amortized
cot, FVTOCL lease receivables, contract assets, loan commitments, and fimancial guarantee contracts. The ECL
model is forward-locking, requiring recognition of both incurred and expected future credit losses. Financial
instruments measured at FVTPL are excluded from impairment requirements. ECL is calcolated using three broad
approaches.

General

These approaches are applicable 10 inancial assets measured at amortized cost, inancial assets measured at FYOCI
with recycling, Loan commitments (not at FVTPL), Finandal guarantee contracts {not at FVTPL)

Lifetime ECL is recognized for all financial assets where the oredit risk has increased significantly since inilial
Tecooniiion.

At the reporting date, if the credit risk has not increased sipnificantly since initial recognition, the Microfmance

=N
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measures the loss allowance for those financial assets at an amount equal (o 12- month ECL
For loan commitments and finandial guaraniee confracts, the date that the entity becomes party by the irtevocable
commitments is considered to be the daic of initial recogmition for the purpose of applying the impairment
requirements. The Microfinance recognizes in profit or loss, as an impairment gain or loss, the amount of expected
credit losses {or reversal) that is required to adjust the loss allowance &t the reporting date to the amount that is
ed 10 be recognized in accordance with NFRS 9.

Under the general approach, NFRS 9 recognizes a three-stage approach 10 measure expected oredit losses and
recognize interesl income.

Stage I:
The finandal instruments that have not had a sgnificant increase in credit risk since initial recognition are classified
i Stage 1. The Financial instruments at stage 1 require, al initial recognilion, a provision for ECL associated with
the probability of default events occurmng within the next 12 months (12-month ECLY. For those financial assets
with a remaining maturity of less than 12 months. a Probability of Defaunlt (P13 is wsed that corresponds o the
remaining maturity. Interest is caleulated on the gross carrying amount of the financial asset before adjusting for
ECL.

This stage includes the
i. [Initiafly recognized financial instruments (other than those purchased or ongimated credit impaired financial
asseis)

ii. Fimancial instruments having no significant increase in credit risk since initial recognition,

til. Financial assets for which contractual payments are nol overdue or are overdue for up Lo 1 month.

. Financial instruments having low credit risk al the reporting date.

For this purpose, instruments with low credit risk include:

« Al exposures on Nepal Government/ Province/Local Level or Nepal Hastra Bank

= Esxposures fully guaranieed by Nepal GovernmenU/Province/Local Level,

= Foreign Sovercign exposures having rating BBE- and above fnom an external rating agency at the reporting date

= All exposures on BIS, IMFE EC, ECB and multilateral development banks with risk weight of (% as defined in

Capital Adequacy Framewaork 2015,
Debenture/bonds having rating of AA or above at reporting date from external credit rating agency.

ﬂ'h. Microfinance determines at each reporting date whether the financial instruments meet the requirement of low

credit risk. If the instrument does not meet the requirement of low credit risk, the Microfinance determines whether

the risk of default on the fnancial mstrument has been increased significantly or nod afier initial recognition. If the

risk has been increased, the instrumenis are classified under stage 2 and accordingly lifetime ECL #s recognized.
2

The financial instruments having significant increase in credil risk since initial recopnition are classified in Stage 2.
A provision is mqniimi for the hifctime ECL representing losses over the life of the finandal instrument {lifetime
ECL). Interest income is continued to be recopnized on a gross basis.

This stage includes the following:

i  Financaal instruments having ssgmificant increase in credit nisk since matial recopnition.

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

il Loans classified as "Watchlist’ as per NRB direclive on prudential providoning.

iv. Loans withowt approved credit ling or wath credit line revoked by microfimance,

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

vi. (Jaims on non-investmend grade linancial instruments Le. with a oredit mating of BB+ or below.

Stage 3:

The credit impatred or defaulted financial instruments are classified or moved 1o Stage 3. A provision is required for

the lifctime ECL representing the losses owver thie life of the instrument (lifetime ECL) with the probability of default

(PD)) a 100%. Interest income is caleulated on an actual receipt basis.

This stage includes the following:

L Financial instruments having contractual payments overdue for more than 3 months

ii. The Microfimance considers that the bormower is unlilkely 1o pay ils credit obligations to the Microfmance in full,
wilhout realiang securitics (if held).

‘The indicators of unlikeness to pay incdode:
» The Microfinance puts credit obligation on non-accrued status
« The Microfinance consents (o distressed restmcturing of credil obligation resulting in reduction in inancial
obligation doe 1o material forgiveness, postponement of principal, interest.
. H Microfinance has filed for the debior’s bankrupicy or a similar order in respect of the borrower’s credil
gation.

L
)
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» The Microfmance sells a part of the aredit obligation at a material credit-related economic loss,
« The debtor has soughl or has been placed in bankruptey or similar protection where this would avedd or
delay repayment of the credit obligation.
= There s evidence that full repayment based on contractual terms is unlikely without the Microfinance s
realiration of collateral regardlcss of whether the exposure is corrent or past due by a few days.
i, Loan is dasafied non- performing as per NRE prudential provisioning directive.
iv. Credil impaired fimancial instruments with ohiective evidence of impairment.
v. The financial assets classfied as purchased or originated credit impaired {POCT) assets as per NFRS 9. POCI
aszets also refer to new loans dishursed during the corment reporting period for accounts that were dlassified
under Stage 3 a1 previous wpmlm&dﬂ:.

Particulars Stage 1 Stage 2 Stage 3
Nature 12 month expected credit loss | 12 month expected credit loss | Lifetime expected credit loss
Risk No significant risk since initial | Signihcant credit risk since Credit impaired (With
recoEnition initial recognition objective evidence of
imyrairment )
Nature Perfirming Perfomming Nen-performing
Interest Effective inlerest on gross Effective inferest on gross Interest on Actual Receipt
Hevenuoe CAITVing amount CAITying amouni Basis

Definition of Credit Impaired Financial Instraments:

A finandal mstrument is credit-impatred when one or more events that have a detrimental impact on the estimated

future cash lows of that fimancial instrument have occurred. Evidence that a fimancial instrument is credit-impaired

mchudes shservable data about the following events:

= Significant fimancial difficulty of the issuer, or the bormower,

= Abreach of omirad, such as a default or past due cvent

= The lender{s) of the borrower, for economic or contractual reasons relating 1o the borrower’s financial difficulty,
having granted 1o the bormower a concession(<) that the lender{s) wouold not otherwise comgider.

= Tt is becoming probable that the borrower will enter bankruptcy or ather finandal rearganization.

» The disappearance of an active markel for that inancal instrument becavse of inanaal difficulties; or
The purchase or orignation of a inandial instrument at a deep discount reflects the incurred credit losses:

Lr:illl impaired financial instruments also indode aredil impaired defined by the Microfinance as per their risk

management practices.

Assessmend of significant increase in credit risk since initial recognition is required for determining whether the

lifetime or the 12-month expected aedit loss is 1o be recopnized. NRBs guiddines reganding Expeaed aedit Loss

have given the following conditions which are deemed as indicators of significant increase in credit risk.

i. Maore than one month has passed due

ii. - Absolute lifetime PI) is 5% or more

. Relative lifetime PPD is increased by 1% or more

iv. Risk rating (internal or external) downgraded by 2 notches since inilial recognition

v. Risk rating downgraded 1o non-investment grade by external aedil rating agency (BB+ or below) or by
microfinance’s internal credit rating system

vi. Deterioration of redevant determinants of credit nisk (e, fulure cash fows) for an individual obligor (o pool of
oblipors)

vii. Expeclation of forbearance or restructuring due (o financial difhicultzes

viii. Deterioration of prospects for sector or industries within which a borrower operates

i Bormowers affected by macroeconomic conditions based on reasonable and supportable forecasts.

% Modihcation of terms resulting in restructuring/rescheduling

xi Credit Cruality Indicators determined as per intermal credit assessment of perfirming loans which are subject to
individual moniloring and review, are weaker than that in the initial recognition

xit. Management decsion o strengthen collateral andfor covenant requirements for credit exposures because of
changes in the aredit risk of those exposures since initial recognition.

xiii. Both qualilative and guantitative factirs are encouraged 1o be consadered while assessing whether there have
been significant increases in credit sk, Accurate identification of drivers of aredit nisk and reliable demonstration
iof linkage betwern those drivers and evel of aredit risk is also critical.

Simplified approach applicable to certain trade receivables, contract assets and lease receivables.

Under simphified approach. the entity measures loss alloncance at an amount equal 1o the Lifetime ECL

» Mandatorily for the trade receivables or contract assets which do not contain the significant financing

cimpimienL
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«  Has been applied optionally for the trade receivabies. lease receivabdes and other contract assets which contain
a significant fmanding componenl
i for or originated Credit-impaired Financial Asset,
wm mm loans and advances shmdpunjm ol or exchanged by the Microfinances and
have high credit risk.
The Micnolinance is required Lo include the initial expected aredil losses in the estimated cash Hlows when calculating
the credit-adjusted effective interest rale for fimancial assets thal are considered o be purchased or oniginated credit-
impaired at mnitial recognition. Hence, only the cumulative changes in lifetime expected credit losses since nitial
recognition are recognized as 2 loss allowance for purchased or originated credit-impaired financial assets,
Portfolio segmentation:
ﬂmddm under NFRS 9 on the collective assessment of ECL,
As per NFRS 9, depending on the matare of the financial instruments and the credit risk information available
for particular groups of inancial instruments, the Microfinance may not be able 1o identify significant changes
in credit risk for individual financial instruments before the financial instrument becomes past due.
= For the purpose of determining significant increases in credil risk and recognizing a loss allowance on a
collective basis; the Microfinance groups financial instruments based on shared credit risk characleristics
wilh the abjective of facilitating an analysis that is designed w0 enable significant increases in credit risk to be
identified on a timely basis.
The following factors are considered for Portfolio Segmentation while calculating ECL:
o The individual or collective assessment approaches are used depending on Lhe ability 1o incorporate forward-
Inoking information into the ECIL estimate.
o Collective assessments are generally used for a large group of smilar lending exposures, while individual
assessmients are considered for significant exposures or specific credit concerns as mentioned in policy,
= Grouping exposures having dmilar risks helps estimate the impact of future factors like economic changes
on ECL, when individual assessments cannaot consider forward looking information. I the forward-looking
information has already been considered in individual assessments, additional assessment on a collective basis
is avoided. if it results in double counting.
« Grooping cxposures in such a way that an increase in the credit nsk of particalar exposures is masked by the
performance of the groop as a whaole is avoided.
ing Period and Transfer Criteria Between
Financial assets are transferred between the different catepories (other than POCI) dependimg on their relative
change in credit nsk since initial recognition. Financial instruments are transferred out of stage 2 if their credit risk
s no longer considered 1o be significantly increased since initial recognition based on the assessments and also,
as per the Policy on Upprading of Credit Facilities. Financial instruments are transferred out of Stage 3 when they
no ljngermhihil any evidence of credit impairment as described above as per the Policy on Uipgrading of Credin
Facalities.
The Miaofinance has developed a comprehensive Policy on Upgrading of Credit Faclities in fine with the NFRS 9-
Expected Credit Loss Related Guidelines, 2024, Accondingly, credit facilities other than restructured and rescheduled
facilitics are wpgraded (o a better stage.
Transfer from Stage 2 to Stage 1:
Where there is evidence of significant reduction in credit risk, the Microfinance upgrades such exposure from Mage
2 o Stage L.
Transfer Out of Stage 3:
Though the conditions for exposure Lo be classified in Stage 3 no longer exist, the Microfinance continues (o monitor
for a minimum probationary period of three months 1o upgrade from Stage 3.
For Restructured/Rescheduled
The Microfinance monitors restructured/ rescheduled exposures classified under SMage 3 foraminimum probationary
pened of 24 months before up-g
Upgrading of stages for exposures is cxecuted by the Risk Management Department.
Provisioning for other financial assels al amortized cost
In addition (o the ECL for loans and investments as prescribed above, the Microfinance also holds other financial
assets such as balances with bank. working advances and other financial assets. The Microfinance recognizes ECL
o such assets based on the historical loss experience measures (c.g. write oll rates / provisioning rates) adpasted for
expected losses in the future keeping in mind the nature of indusiry {eg. regulated industry Iil-'.ffun]urqgj and credit
ratings of such counterparties,
ECL Calculation:
The Micofinance measures ECL in a way that rellects an unbiased and prduhilil'z'-m'ighh.'d amount determined by
cvaluating a range of possible outcomes and the reasonable and supportable information available without undue
cost or cffort at the reporting date, about past events, curment conditions and forecast of future cconomic conditions.

L
La] lh-# Hj



#iT wfthw e J0TY/ 0Ty

While estimating the FCLs the Microfinance considers three probability-weighted scenarios (a base case, a hest
case and a worse case).

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

- Probability of Default {(PD)

= Laoss Given Default (LGIY)

Exposure al Default (EAD)

EEI.— PD*LGD*EAD"Discount Factor

i. Probability of Defaalt (PD):

P} is an estimale of the likelihood of a defanlt over a given time horizon, NFRS 9 requires separate P12 for 12-maonth

duration and hifetime duration depending on the stage allocation of the borrower.

For assets which are in Stage 1.a 12-month P1 is required. For Stage 2 and Stage 3 assets, a lifetime PDD is required,

for which a PD term structure needs to be built.

As per NRB Guidelines, PI) is an estimate of the likelihood of 2 defaull over a given time horizon, With regards to

P estimation, the following measures are considered by Lhe Microfinance.

i Derived PI based on historical default migration rates and/other data, internal and external credit rating etc

i Incorporated forward-looking PD information as well by adjusting PD Lo #is sensitivity to changes in certain
macToeconomic faclors,

il Used at least five-year historical data, where available, for calculating PDs and validate any smoothing of data or
inputs by the Risk M ment Depariment,

Irrespective of results ddikﬁ by the model of the Microfinance, prudential Boor of 2.5% as prescribed by the NRB

s used.

ii. Loss Given Default (LGD):

LGl is the percentage of exposure that is not expected 10 be recovered in the event of a default. The LG s usuafly

defined as the amount of credit that is bost by a financial institution when an obligor defaulis.

LGD models are developed based on historical data, historical experience of cash recovery from defaults {including

settlements), cost and time of recoveries and all other relevant and supporniable infarmation (including (orward

leoking information ).

While determining boss rate or recovery rate for the parpose of caboulation of loss allowance, expected cash flows

from collateral realization are 1o be considercd hased on latest reliable internal/external valuations. Microfinance

deploys its internal team or forms a committee Lo review the value of collateral as required.

It is recommended to pursue computation of LGD in the following order:

L Use historical actual recovery rates in first place.

it. [f historical rates are unavailable, use valuation (prudential fioors) for FCL calculaton as outlined in this
guideline faking inlo account disposal time and costs until expected disposal of collateral or assels. However,
value of collateral or asscts for loans that have defaulicd, and BFls have also not been ahle to realize within 5
yvears of default; cannot be used fod determuning loss o recovery rates,

iii, If such net realizable value of collateral or other sources is reliably undeterminable and BIFls are unable 1o
compute LGDs due 1o lack of data or inputs; they are required to obtain approval of the same (rom the board of
directors. Such BFls are required 10 use a minimom LGD af 45 per cent for such oredit exposarnes.

Note: BFEs should demonstrate via sound back-testing that the assumplions used are reasonable and grounded in

observed expenience. In this context, BFls should regularly back-test their valuation history (last valuation before

the assel was classified as a NPL or Stage 3) vs. their sales history (nel sales price of collateral).

iii. Exposure al Default (EAD):

Exporsure al Default {EAD) relers Lo the expected exposure to a bormower al the evenl of default

This is dynamic in nature and keeps changing when the borrower repays his debdt or ohligation or lakes additional debt,

For defaulied accounts or gage 3 accounts, EAD is simply the amount oulstanding at the point of defaull. However,

for stape 1 and stage 2 accounts, the following elements are considered for compuotation of EAD under NFRS S a1

the instrument or facility bevel:

. Time horizon over which EAID needs to be estimated.

. Profected cash flows till the estimated default point

. Residual maturity.

. Deterministic or non-deterministic mature of the payment terms.

Consideration of Reasonable and Su Information:

The Microfmance uses experienced credit judgment in determiming whether the information used for the assessment

of credil risk and measorement of ECL is reasonable and supportable. The information considered indudes the

information aboul past events, present conditions and forecasts of future economic conditions.

Consideration of Forward-looking Information:

The Microfinance incorporates forward-looking information into both its assessment as to whether the credit risk of an

imstrument has increased significanthy since its initial recognition and its measurement of FCL

— b8 2
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The Micolmance also oblzined experienced credit jodgement from' ecomomic oulook and Risk Management
Departments to [ormulate 2 base case, a best case and a worst-case scenario. The base case represents a most-
likely outcome and is aligned with information used by the Microfimance for strategic planning and budgeting.
Quantitalive economic [actors are based on economic data and forecasis published by the NSO, NRR, and other
reliable sources and statistical models. The Microfinance also obtained cxperienced frcdlljudgcmrn! from economic
outhook and Risk Management Departments 10 formulate a base case, a best case and a worst-case scenario. The
base case represents a most-likely outcome and is aligned with information used by the Microfinance for strategic
planning and budgeting. Quantitative economic lactors are based on economic data and forecasts published by the
NS0, NRB, and other reliable sources and statistical models.

Drivers of Credit Risk

Parameters Sources
P CRS
Agricultural GDP NRHE

Inflation World Bank

Lnemplovment Rate MRE
Interest Hate MNER
Remittance Inflos MHER

Per Capita Income CBS

Consideration of Time Valoe of Money:
The lifetime Expected Credit Loss (ETECL) is discounted to the reporting date, not o the expected default or some
other date, using the coupon interest ratedetermined at initial recognition or approximation thereof, that will be
applied when recognizing the inancial assets resulting from the loan commitment.

valuation

The Microfinance seeks 1o use collateral, where possible, to mitigate its risks on financial assets. The collateral comes
in various forms such as cash, pold, Government Secuoritics, Letters of Credit/Guaranteess, real estale. receivables:
mventories, other non-financial assets and credit enhancements such as nelting agreements, ete. While determining
loss rate or vecovery rale for the purpose of calculation of loss allowance, expecied cash flows from collateral
realization have been considercd based on latest rehiable internal/external valuations.

Met realizable value of all other collateral or other sources that BFis have legal right 1o recover from. shall be
determined as current fair value less 25% hatrcut.

The following table prowides the quantitative mformation about the fair value of the collateral held by the Microfinance
for the financial assets that have been credit impaired (Stage 3) as al the rrguﬂjnﬂﬂr

Type of Collateral

Total exposures in
Slage 3

Fair Value of
Collateral Pledged

Amount of
Financial Assets Secured

Land

606,036,697 85 393553462917 6603590609

Buildings

Yehicles

cish deposls
Seuniics
GoldSilver

Other Assets
Multiple assets class
No Impairment due to use of Collateral:

The miormation about the fmancal meatruments for which the Micmofmance has nof recognd liws allowance
because of the collateral has been disdosed below. The Net Realizable value of the collaterat has been determined as
the fair value less haircot and realization cost as prescribed by NEB [or different types of collateral.

The details of such financial assets (loans and advances) are given below:

Losan Products Total Loan Exposures | NRV of Collateral Pledped | Description of Collateral
Micro Enterprises Loan (PO3) 113201845441 3.975A58,650.17
Impact on adoption of NFRS 9
Impact on equity

The Micrnofinance has transitioned to Expected Credil Loss {ECL) mode for recopnizing impairment on the fimancial
assets from Lhe current year. In accordance with NFRS 9 and NRB Directives, the Microfinance has not restated
prior period figures. Instcad, the increase in impatrment provisions resulting from the application of the ECL Model
has been determined as Day | impact and disclosed separately. The additional provision, net of the tax, represents a
reduction in the sharcholder’s equily as at the date of the transition, although no adjustment has been made (o the
comparative finandlal statements of the prior penods.

e 1
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Particolars Amount (Rs.)
Total Eguity as on IstShrawan 2081
Adjustment due Lo firdt time adoption of ECL
Adjusted Total Eguoity as on 1stShrawan 2081
Impact on regulatory Capital

There is no impact on regulatory capital as the transition to impairment as per NFRS 9 applying from the fiscal year
2081782

Particulars Tier I capital | Tier 2 capital | Total Capital Fund

| Regulstory capital as on 1 stShrawan 2081

Adjustment due Lo first time adoption of ECL

Adjusted Regulatory capital as on 1stShrawan 2081

liotal Risk Weighted Assets (RWA)

CAR before adiustment

CAR after adjustment

Presentation of allowance for Expected Credit Loss in the statement of Financial Position:

Loss allowance as per the ECL are presented in the statement of fimandial pesition as follows:

= Financial assets measured at amortized cost: as a deduction from the gross carrying amount of the asscts,

» For advances measured at cost- as a deduction from the gross carrying amount of the advances.

« Loan commitments and financial gusraniee contracts: as a provision in other liabilitics

= Where a financial instrument includes both a drawn and an endrawn component, and the Microfinance cannot
identify the ECL on the loan commitment component separalely from those on the drawn component and instead
presents a combined loss allowance for both components. The combined amount is presented as a deduction (rom
the gross carrving amount of the drawn component. Any excess of the loss allowance over the gross amount of the
drawn componenl is presonbed as @ provision; and

= Dbl instruments measured at FVOCL: No loss allowance is recognized in the statement of financial position

because the carrying amount of these assets is their fair value. However, the loss allowance is disclosed and is

recognized in OCL

Scenario rrulnlﬂily w:igjﬂinﬁth-li:mﬁmnu}

Scenario As on Ashadh end 2082 As on Ashadh end 2081
Best Case 20% 20%
Base (Normal) Case 3% 30%
Worst Case 5% 20

The Microfinance has not changed probability weighling for the scenario throughoul the vear.
B. Write-off of Loans and Advances
Loans {and the related impairment allowance accounts) are normally wrilten off, either partially or in foll, when
there is no realistic prospect of recovery. Where loans are secured, this is gencrally afier receipt of any proceeds from
the realization of securiy. In circunssiances where the net realizable value of any collateral has been determined and
there 15 no reasonable expectation of further recwery, write-off may be carlier,
C. Offsetting of Financial Assets and Financial Liabilities
Financial assets and financial tiahilities are offset, and the net amount is reported in the balance shect when thereisa
legally enforceable right o offset the recognized amounts and there 4s-an intention Lo setile on a net basis or realize
the asset and settbe the liability simultaneously (the offset criteria’).
Impairment Charge of the Microfinance for the FY 2081/82
The Microfinance for the current fimancial year has assessed impairment under para 5.5 of the NFRS 9 impairment
model and the NRB Directive.
The Microfinance. following regulatory backstop as mentioned Clause 16 of “NFRS 9- Expected Credil Loss Related
Guidelines, 20247 has recognize impairment on credit exposures as the HIGHER of 1odal ECL calculated as per
NFRS 9 and existing regulatory provisions as mentioned in Unified NREB Directives no 02, The Pollowing table
below depicts the calculation ol impairment allowance as per NFRS 9 and NRE Directives:

5 2081782 280781
N Financial Statement licms As p:;éﬂl'ﬁﬂ‘.ﬂﬂ As per NRB As ]Tl' NFR5 & As per NRB
On Balance Sheet Hems:
1| Cash and Cash Equivalent
2 | Due Irom Mepal Rasira Rank
— L } '&Sﬁ"
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3 | Macement with Bank and Fnancaal

Instifutiions

4 | Dervative fimancial instiruments

Oiher trading asseis

3
6 | Loan and advances to P
7 | Loans and advances bo cosdomers

353,128 867 B6

410.753,016.7%

I16A51 827102

235,177,712 .69

§ | Investment secoritics

9 | Currenl tax assels

10 | Investment in subadianes

11 | Investmenl in associates

12 | Onhier asels:

a) Lease Receivable

h) Ciontract Asset

) Uhihers

(T Balance Sheet ltems:

1} | Loan Commilmenls

14 I':nmu'ia.lguar.mh:t contracls

15 | Others

Total

353,128,867.86

410,753,016.79

316,651,827.02

235,177, 712.69

Impairment Charge as per Expected Credit Loss (ECL) method

Particulars

As on Ashadh end 2082

Loans and advances (o customers (A )

353,128 Bh7 86

Oihar limancs] asets (R)

Ofi-balance sheet credit exposures ((C)

Tostal impairment charges (D = A+Ba )

353, F10.B67 86

Invesiments in subsidiaries ()

Dhirect wrile-oflx {F)

Tiotal charge o Impairment Charge [0 Income Statements

353,128,867 86

As al Ashadh end 2082

Ttems:

Stage 1

'S«li.El.‘.'l

Stage 3

Total

Loans and advances to costomers (A)

25 46559352

1681154585

JLE51 F28 48

353,128,867 86

Other Financial Asscts (V)

Cash and cash equivalent

Dige from Nepal Rastra Bank

Placement with Bank and Fnancial
Instiiutions

Derivative Finandal Instruments

(hber '||:'|.-d.1:n].:I Ansels

Oher assets

CHi- balance shoet credit exposures ()

Todal impairmicnl chargs (D = A+B+L{)

2546559352

16,81 1.54585

IR51.728 48

353,128 467 86

Particulars of Expected Credit Loss:
Advances- Exposures

Stage

Particulars

ables

Su.E.: 1 Slaﬁt

2 Stage 3

Total

Opening Ralance as on Shravan 1, 2081

3.641,229.077.85

766,298,884.35

311,339,041.97

4, 718867 .004.17

Mew Adhanos

2984712944 95

171 49881350

122,189, 26K 53

3 27RG601.016.98

Hepaid

22 IANL527.8G

46 40182061

500 040 43

~RT4 40077502

Assels d..‘:.:-:ﬂgr‘.i?:d

-1 2 3L 224, 792K

¥

-4 L0 292000

- TR LA

o B e | LR

Transier o Stape | 1358047325 -F15R0.423.25 1] (10K
Transier to Mage 1 134,344 . 468.01 1 39.444.633.56 -5 100, 165,55 (LMl
Tramsder tu:~'~1:=-|..- 1 SISLRROI00] | A2 ATU0GE S5 | 414500 00394 (1,04

(i babince Sheet Exposuns

¥

o f—
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Hecervables

Total 4,300,902, 719.14 | 3453.915,334.51 | 717,539,266.88 0.00 ) 5,372,357,320.53

Amoants wrilten oflf charged off

Fereign Exchange Adjusiments

Closing Ralance 4 300714, 14 HA15334.51 ] V17, 339.766.55 (L0 5372357 30153
Advances- Credit Loss Allowances

. Stage Receiv-
Particulaes Stage | Stage 2 Stage 3 ables Totw

Uru'.‘nlng Batance as on Shrawan [ 20K] 41 460,58 53 TR S) 550 174685 5001 %4 b6 R51 8274005

Impact of adoption of NFRS 8

?jﬁ:‘l:ﬂ“:*" o 4146050853 | 10030181550 | 17468950199 316,651,827.03

New Advanoes/ Additional l.'i!.i!;-: 12038 11455 5.527.748 41 19.395,743.10 35061 Tk 6

Aty dﬁf{-?ﬁlﬁﬂ'd-!r settled - 15558 836 78 -55.51 60007 36 b 52141155 -137 595,345 72

Trareder o Sage | 19554549 195545 49 1] (LN}

Transder t-.r."i-ug.' 2 -7.9592 39773 26164937 41 62453068 {15k

Transier to Sape 3 3570049 | 14555771798 | 1B T4R2IRA4T 14K

LChange in ECL Provision { Repaid) ILIIL05895 103,83, 415,36 1,163,191 | 37, 19,680,449

O babance Sheet Exposuncs

Receivahlos

Jintald 25465593152 16811545451 31085171848 333118 B6T 85

Amounts written offfcharped off

Changes in risk parameters (PDs/

LGDSTEADS)

Forelgn Exchange Adissaiments

lll*.:'_rg Balance 2% oo Ashad 31, 2082 25455593 52 IGRI1 4585 S10851. 72048 353, 128867856
Loan Classihcation and Corresponding FCL:

el R0/
(lassification Stage | Outstanding ECL Outstanding ECL
amaunt Amouni

Perdorming Loans

Pass Loan Mage | 4355104224 | 308148656 | 3641 23907785 4146050053

Watchiiu '-Iay:'_ INUTIRIY | IT.TRASIT T M4 G ARE T ] 3539412423

Restructured from pertorming Sape 1 28GR 13906449356 431132399701 65, 0768727F

Non- Pe Loans

Restructared from non-perfosming Stage 3 194189133 | 0. 11078186] 1I748922280) 6B510281.18

Substandard Maged | 6872766816 12.435379.04| 2391335376 1199336115

Douhiiul Stage 3 GLITT AL | IRIB523658 BOO3TIISERT | ARA91S1925

Loss Loan Stage 3 12756029300 TLIRASTIAS Q194770988 | 51663 18468

Eﬁ_";:il’n‘”"""“‘l to stage 3 duc toadditional 1 oy | sinisiss | ssrsasia 1osasr7s | 1s0eskey

Stage 2 translerred to stage 3 due wadditional | o0 | gjpasiae9 | 1ennissssal | eomaoioss|  2soaiemad

provision

O babince Sheet exposures

Recovablis

Total 2372357 3H.85 | 353,128,867 86 | 4.7 18,567, 00H.24 | 316,651 82702

Corresponding ECL
| Mage | 430090171947 | 546559350 | A4 LZT00TTAS | 41 4605053
ilh"t . HMISI53356] 16BIL54ARS 760 IR B84 35 ) 100,501 81550
| Stagre 3 F17.539. 26688 | 310,851,724 .48 3133004187 ) 174,689.501.99
CHI balance Sheel exposnes

Recevablis

Total 5,372.357,320.91 | 410,753,016.79 | 4,718,867,004.17 | 316.651,827.02
— c0) S
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Condensed Statement of Financial Position
For the Quarter ended 32Asardh 2082

This Quarter Immediate Previous

it Endinﬁ Year E.ndinE
Cash and Cash Equivalents 442 957 985.99 274879,584.41
Statutory Balances and due from Nepal Rasira Bank S.000.00 5.000.00
Placement with Bank and Financial Institutions -
Derivative Financial Instruments -
Other Trading Assets
Loans and Advances to MFls & Cooperatives - -
Loans & Advances to Customers 5.247.941.255.11 4,582 448,791 87
Investment Securities 1,0:00,000.00 1,000,000.00
Current Tax Assets 6,818,709, 78 15,679,220,93
Investment property - -
Property and Equivement 30,077.963.23 29,656,059.29
Goodwill and Intangi hle Assets 733.117.46 84094192
Deferred Tax Assets 22.166.947.68 22,166,947 68
Other Assets 34,716,635.61 28,352, 79032
Total Assets 5,786,417,614.86 4.955,069.336.42
Liabilities
Dwue to Bank and financial Institutions
Due to Nepal Rastra Bank
Derivative Finacial Instruments - -
Deposit from Customers 1.830,212,896.45 1,645,473,375.53

Enrrmm’ings. 2910,098.130.29 2420.086,036.55
Current Tax Liabilities 3 =
Provisions 10,691 840.30 5.178.0604.88
Deffered Tax Liabilites - -
Other Liabilities 242,353,645.51 246,642.938.70
Drebt Securities Issued -
Subordinate Liabilities - -
Total Liabilities 4,993,356,512.55 4,320,380,415.66
Equity

Share Capital 369,523.500.20 322 3ATR585.20
Share Premium - -
Betained Ea.n'ti.nﬁ 124.196.855.34 26466, 702.56
Reserves 20R.040.746.77 2R5 R4 633,00
Total Equity J93.061. 10230 634 688.920.75
Total Liabilities & Equity 5.786,417.614 .86 4,955.069,336.42
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Condense

Statement of Proht & Loss

For the Quarter ended 32Asardh 2082

Currenl Year Previous Year Corresponding
Particulars =5 Upto This Quar- | .. Upto This
This Quarter ter (YTD) This Quarter Quarter (YTD)

Interedt Income

199,760, 181.15

717 A1583636

176,937,568 43

fi3],694,981.71

Inleresd Expense W 750847 102 500, 1 28 41340, 5 Y RY3 130,51 A 74 96 634 015
Nt Interedd Income 109003 334,13 57 28T ROS 45 S04 A37.92 | 256,798,347 66
Fee & Commission Incomse 18,983,999 67 534 357 466,43 89.701.546.79 54.165.330.68
Fee & Commission Expenses FO7 5000 1,962 543 40 - 30055, 60K {0
MNel Fee & Commission Income 18276499 67 52.394.923.43 o..546.79 51,105,730.68
Mot Interest, Poe & Commiassion Income 127 279 83380 4194582 72928 SLT45.5984.71 ST S0 TR 34

Nel Trading Income

Other Operating Income

371815272

listal Operating Income

12727943380

419685, 7159 28

P4A64, 13743

T HA0TR

Impairment Charge/{reversal ) for loans
and other Lisses

{42,707 499 20)

17.704,751.54

(21,724,177.24)

350312735

Mol Operaling Inconse

| 69,987, 33300

A0l 8T7 97T .74

116,258,314.67

270,198.950.99

Uperating Expenses

Personnel expenses

49,272,951 58

1805202115

44.563,32023

176,703,040.99

Other Operating expenses

10.320.317.578

4953238394

1 7. 720, 050,00

32,967, 18671

Liepreoation & Amaortiration

4.721.23H 44

E311.414.09

1,337 8257

1129555748

Operating Profit

1056728249 2

32,637, 141.78

49233, 165.80

Mon Uperaling Income

163.614,158.46

Non Operating expenses

Profit before income tax

165,672 829 20

163.614,158.46

2637, 141.78

49233, 165.80

Income Tax expenses

Current Tax

3170184876

49,084,247 54

15,791,142.54

18,092 66564

Dieferred Tax

{1,048, 798.74)

Prohii loss) lor Lhe period

7307098044

114,529.9111.92

36,845,999.24

321859298 90

Condensed Consolidated Statement of Other Com

wrehensive Income

Proft/ (Loss) for the peniod

FA8900 9044

11452991092

36,845,999 24

LIRS R

Other Comprehensive income

7970980 .44

114.529.910.92

Total Comprehensive Income I B45.999 24 32,189, 29890
Hasic carnings per share - 1.9 9494
Diluted carnings per share - 30,96 998
Profit for the period 73.970,980.44 114529.910.92 |  36,845,999.24 3218929890

Tostal

73970980 44

11452991052

I6A45.999 24

32,189 298 90

Ratios as per NRB Directive

Currenl Year Previous Year Corresponding
I i e

Capital fund 10 RWA 11.46% 9.72%

Non Performing loan {NPL) to total loan 4.80% 394%
Total loan loss provision to total NI 97.31% 126,76%
Cost ol Funds 751% 9.72%
Credit o Deposit and borrowing Ratio 110.71% 11271%
Base Hale 12.68% 15.19%
Interest Rate Spread 7 4% 6751

— TY §
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: Current Year Previous Year
ParGeniars Uptothis Qtr YTD | Corresponding Qtr YTD
Nel profil as per statement of profil and loss 114,529,910.92 32,189.298.90
1. Appropriations
a. General reserve (22.905.982.18) {6.437.855.7R)

b. Foreign exchangy fluciuation fund

. Capital redemption reserve

i, Corporate social responsihility fund

(321.8492.94)

e. Employees training fund

(1.145.299.11)

(212407 38)

£ Clent Protection Fund

{1,717 .548.66)

(321.892.99

£ Others 393,345.00 I70,037.66
Profit or (loss) before regulatory adjustment 89,154,025.97 25,265,283.43
Regulatiory Adpustment =

. Interest receivable (- )fprevions accrued interest received (+)

{31.092,515.33)

(5.207.778.61)

b. Short loan loss provision in accounis (- ) reviersal (+)

. Short provision for possible losses on investment {- Vreversal (+)

d. Short loan loss provision on Non Banking Assets (-Vresersal (+)

e. Deferred tax assels recopnised -V reversal (+)

(1.297,104.84)

L Goodwill recognised () impairment of Goodwill (+)

| g Bargain purchase gain recognised (-Mresersal (+)

h. Actarial loss recognised (-Nreversal (+) {573 380.90)
i, Oiher {4/-)

Net Profit for the 3rd Quuarter end. 2079 available for Distribution 39.668.642.14 {7.751.656.61)
COpening Retained Earning 9. HEI52.TE 10,429 362 46
Adiostment(+/-) 26,466,712 56 16,420,026
[Nstribution [3K2.686.611)
Bonus share issued

Cash dividend paid =

liotal [Mistributable profit or (loss) as on Chuarter end date - -
Annulized Distributable profitfloss per share 124, 196.855.34 26,466,7(12.56

MNote:

|. Figures presented above may vary with the audited figures if instructed by the regulator and / or statutory auditors.
2. 'The microfinance has measured preliminary ECL with some assumption which may vary upon full {ledge
implementation of ECL mode in line with applicable standard NFRS-2 and direction of NRB. Impairment loss
on Loans and Advances at the higher of amount denved as per noems prescribed by Nepal Rastra Bank for loan

loss provision and the amount determined &< per ECL Model.

3. The microfinace has niot [actored fees and points paid or received on loans and advances in the application of
effective interest rate{ EIR) and have been recognized directly in the Statement of Profit and Loss,

4. Loans and advances are presented net of impairment charges and includes interest acoruals and stalf loans,

5  Personnel Expenses indudes provision for staff bonus which has been calculated in line with the: provisions in

Bonus Act.

fi.  Figures are regrouped frearmanged/restatled wherever necessary for consistent preseniation and comparison.

*Interest Rate On Loan & Advance :10-15% and Deposits = 7.5-13.50%

1 v o -

o= ol aen leahrye faraeacii 20e3 @) ed! 98 (o
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The detailed interim financial report has been published in the website.(hitps2iwwwmslbsl.comunp)
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[ SM Office Detalhs M Ofifice Detalls
Branch Name Mahuli Franch Branch Name Topa Branch
gair Krisiane Sgwaran Hural Hamunannegar Kankalin
hidves scipality6 , Maliuli, Saptari A Municijality.7, Topa, Sagtari
U Tl inboma bl S msie com g $ I Toud iminAopadmsibd com.op
Hraach A 5ic Didip Kumer Chaosdhery Branin } = | Me Raia Ham Chaudhary
Contact hoamber D41 1009, 9 60T Eass Contact humbey D358, $7RSTIRG42
Eranch Name Maleth Branch Eranch Rame Rathauna Eranch
Eunchenrop Municipality- 6, Maleth, Shambhanath Maonickality-i,
Address Syl Address Kathauna, Saptar P
* [Tl infomalci e msibsl com.mp 1 I'tea info lathaunsibmshe comanp
Brapch & Afrs Indira Kaiwal Branch !-[HKI Mr. Rajaniiant Chondhary
Laonisct Sumbey ERERE T Laontact 3103, Yoho kb1
Branch Name Arnaha Brandh _ Branch vame Haihiraj Branch
i Addiess mﬁ;m Ay, 4 Adlrets Hajbiraj Manicipality-9, Saplar
* Tl NI AR TR Comnp Email info. caEbira s msinsL Com.np
Rrapch ) Tara Kanasf Cheasdhar Branch - | M Kishor Kmmar Mchls
{nmiact Pamiey W MER Conlact W TVV]- 5 JUER, U7 foa T SRBA
Branch Name Rushaha Branch Eranch Name Malhanivs Branch
Surongs Monkipality-5, Knsahe, Balun Bilwil Rursl Mamicepality-1.
. | Saplars " i Malbaniva. Saptari
Frmail inin kushahasrmabe com.n Email inin.malhaniyasmebsLoom g
Branch Mansger | M Chalur Nareyan Elul\im' Franch M.un?:r Mir. Jaan Kumar Ramsit
Uontact Mamber | 97600 Wiad Cormact Namber | 0000 Sh60H
Branch Name Ecltar Branch Branch Name Gaighat Branch
£ e Chumuborsdipaiihi Municepaliiy-6, X ot Trivuge Municipatity-11. Gakpht,
¥ Beltar, Udaypur 10 l]dn]w
Emmadl infnbeliars malbslcomng Email %mﬂﬁlmn np
| Frandh ! M E-.lhuf_'hnln_r_l Branch Mansger  [Mc mar Chaudhary
Lamitact boum O35-0433, 97ECTAR6 D Loontag] Mumber D423, 9765/ M6V
Branch Name Eampur Eranch Branch Name MepaltarMuriachi Branch
s Belaks Monicipality-9, Rampar Address Cdayparga il Hural Municipaliy-6,
I s Thedksala, L-il-nrw 12 % }1‘“ Lidsvpasr
Tmad inf EmpUrERAbS COmLap Ermail minmurh.]Lhmmdh;iwm.up
[ Teanchy Managuy Mz Shyam Prakiash Fai Teranch M e Tadam Ramar Raikd
Lontacl ?hl::Ew OIS M), B 6 619 ¢ oaiact | e
Branch Name Lahan Branch Branch Name %ﬁm Branch
Addiess Lahan Musicipality- 1. Lshan Sichs Adddress E::li':{"fﬁu: e
13 Mo inin Jahana s com el YT indn anpurEmElbal comm.np
[ Hanch Manager | M Tinesh Rumar ﬂ"u;ﬁm} [Branch Mansger | M Gopal ah
Contact Numies | 035 56H005, 97 607 S5 Contact Number | 96, shong
Mirchaiva Munscipadity -5, s Malhuwachun
- i Mirchsiva Sarha - o Municipality-1 Dikte, khotany
* [Emad it iahdiEmsdbsl com np Email infodildel@mahal com.ng
[ Firanch Mas M. Durganand Vaday [ Franch Ma Me. Clet Prasad Tahad)
Lnniad] Mumber R3S N)3, 9ide) MRHY3 Lonnfact Bum (VE6 A 2UNA1Y, U7 Tva 7 SRA0H
Branch Name Arkhanle Branch Eranch Name : Branch
Hadeshi Tuwachung Monscipaliy - 30, hotehang Rural Munscipality-7,
A Arkhaile Khotang iy Kholanghagzar, Kholang
I7 | Emad infnarkhendcsanlbsl com_np 18 | Emald infouldstanggemslbal Soan.np
Branch Manzger | M. Prakash Aryal Branch Maager | (1 Coandra Shekliar Prasad Chaud
Contsct Nomber STBSTRETN Contact Number (35-4 130020, 9To57 30N
Branch Name Chaira Branch _ Eranch Name Bange Branch
Address g‘::i Municipality-2 Bairwas Addrees Barah Mumicipality-7, Banze, Sunsarni
19 Yomasl infichatarapmslisd com. np % hmasl indnd Hlllnﬂhhml‘l.:l‘lr
branch Manager Mrs. Binka Raya Branch Mansger M. Madan Adhakari
Contscl Mumbey (25-3501 26, ¥TeTAETOT Ciotact Numbey FTRETRETIO
— =) =
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Mancbhoniyang R Municipality
. Address Address -imﬂn’llﬂmﬂﬂi
Ll Erauil infrmanebh il comonp
Branch M Branch i Me Krishna Prassd Katle
Coniact Nam L] Contact %Eq ErlseinE
Address Bhodper Muicipaity. 7. Bodipur Address }mmfg,mﬁ‘?m‘*
el T info Fhojpuremshd.comnp Ermail infoJapdakot@mehd comnp
Hramch 5 Me Habilal ] Bramnch Me Man Bahador Kaiwal
Contac Numixg A ] Contact [ ET ]
= aclii :
Hstuwssadhi Rural Monicpality-1. Godunjor Rural Monicipality->,
5 Addres: Ght-l-rlm-ﬁqmr Bhwhigar Abdres Sariclbuli
Fimad aremsb comnp Fmail imol khanvukharaimsibsl.oom.ng
Branch ‘n-'h:'[ ranesh Batrador Khadsio Branch Me. Dinech Raot
Contact Number OISR 1208, Gren) ey Comac o | (M -B919R], Vbt 3R 3]
Branch Name Jorpati Branch Eranch Name Hmd!hp m'mdl
(Tbatharforpati Rurdl Mumicpaliy-2, =
i Address Dhanksta Address Flm:rmhhmThd-l 3"1"
Emal infojpatis sl comnp Email mﬁtﬂmrdﬂlnpdmtmﬂbd.tm np
Branch M, Biboir Miraula Branch M {I.I'I!I.I.ﬂ.'l.ill Ral
Contact Rum OIEAL0, 5 G A8 Contact (FEAT1 15, 97T SR 37
Branch Name Halankha Branch Branch Name Chhinnamasta Branch
Asmchok Rural Municipality-4. Chhinnamesta Kursl Municipatity -3,
55 Addyess Baluikiia Bazar Bwhigur hddiess Chvinmsaskts Bxtar Sagitari
Fmad imin halaniiaism sl com.np Emal inin chhinnamasiai melbsl comnp
Hranch M Fajodh Kumar Chandhary mm@ Mz N Suresh Komar Chandhary
Lontacl um by 0 £ ibact H"‘fa‘.'-'ﬁ-ﬂ"'ﬁ
Eh.b.lh Eranch Branch Nam«
Rarsl l[l.l.l!l.lfl.".l[l.l[.‘ -1l EJ.!.I’.I! ‘L{I.L'IU
Frnail mhduhﬁmﬂ:m Email inin, mﬂlﬂl&iﬂtﬁﬂ:m.m
(Pranch ST R e e (L 15 Ranesh Yadi
Contact Num Wﬁ Contact Num g k]
Branch Name Eranch wame Jhumka Branch
E-:-.hm"i&mrq:ﬂuf Godelia Rerar, Ramdband Mankcipaiy-3,
o i Sartahi i ks Bazar Sunsari
m ink asmMba.comap _Euli infohumkasmsibs comnp
Me Mrz Chaodhary anch Mai Mrs. Sangeeta Chandhiary
l.:'nu-.l: S E: ﬁﬁ%?‘ Contact (25 TR, 97 ey Ay
Tk P T : o s
[ . Munjcipakiry 4.
2 Address Mcipality 1, Sabkhumba hddress Mahottari
I.nui infoncicdmabs. comng Email min. CONm.
uuﬁ Mise Santa Kafa Ral [ Firanch Mz, Anand Dev Y
l_-r'nhzl Num 5 fis; 38, oK Contact FoteaT SR
mﬁ Branch Name Elﬂm Eranch
Maloab Rusral Mumcspaluy.5, fuwa Municgpality -6, Raluwa
i i Nt Batar Sankluwasabli e Maboitari
Einad infonumEmabsl com_np Finadl info baluwaa@msdhsl com np
[ Franch H-rmﬁ-: Me Arjun Niraula Branch M. Dev Nath Bam
okt um Sk M {ogibact RS, 97600 N 6y
Branch Name Haripurwa Branch Eranch Xame Ghorakhori Branch
Hargurwa Munacpality-o, Chamepadev Ruoder Misscipalily -5,
- Address Hirparws, Srtiki Address .Imgdmnm.h
Email info e rwsEmsihal cmap Enail o nrlﬂbmﬁbﬂ.mm_up
[ Feranch Mnn-tﬁn Nz Do Kant [Mhami 1 Wﬁﬁw
Lontact Wum 8] My Coagact Huﬁf-r
anchkchal Mankipalny4. LH!I.L‘] Municepality,
] b Kavrepalanchok Sl Kavrepalanchok
Eamail infnranchkhal Fmalbstcom ap Ennail o dhil kb bl com ap
[ Firanch M M Sunia RC Tiranch Maniger | Misa Prabha Rhadla
Comitact ME Wi6o W6 Comtail Hu:'ﬁiﬂ' WTGa 8] 79
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Branch Name mmh _ Branch Name Mattiganda Branch
Address %‘fﬂﬂ"ﬁ ey Address Bidur Municipaliry-#, Nuwakot
el T infoghathesi#msibd com.np W o miohaitigaadasmdbsl comnp
Hramch Me Rajan Koirala Branch <] M. Shibahari Bhasttaral
Comtact Num U RESRET R Coatact %ﬁ“i B0 R R
Branch Name Branch Eranch Name Farmajhiva Branch
R | e
B | infofalmarangemdbdcomap el T info harmaihiva emedbsl comnp
Hramch o Mr Shushil Komar Branch Me Krishng Dev Chavdhary
Contac Numixg 6o ST HR Contact [HEsET ]
Branch Name Madhopur Branch y Branch Name Amarpatti Branch
Address mﬂm}m Mumicipeiiy-£, Addres Paciarauts Muicipality-08 Rars
7 ad info.madbmpurssibd comunp bl T imin.amarpailid@mdbsl.com np
Bramch Mc lﬂtﬂli&nu Chaadhary Branch Me Binod Prasad Sak
Lontacl uin GrenT W Comac a AT
Branch Name Die¢barwana Branch Eranch Name Manahari Erandh
Add Sm]dnm1:::5:u;‘|rﬂ;m] Add ﬂ:ﬁf wn;;m Mumicipality-5,
¥ 't |uhﬁnhi:magmﬂ:ﬂ.m;:mnp * o manshariSmsia.cHm.ap
Branch Abr Rumanand Bramch Mr Prasadd Lk
Laniasct Mum i) MRR) Cintact YRS TIRRIE
Branch Name Tadi Branch _ Eranch Name Madi Branch
Addiess “"UT Musricgpeluny - 19, Addliess Madi Murkcipality-&, Chitswan
T info s bl com g 2 il i madia el com i
Hranch ﬂ_ﬁﬁ m% Franch m M Xehiol Faumar Sah
m&ﬂﬂ TGl AIR T, 57 ] 3 Cioitact Ca: ‘imﬁm
Craidakot Branch Branch Nam« Chormara
[ o (e L [ o e o
B — e
Ars. i Fahzk chy Mrs. Sryjama ]
EEM = Hinui o 'lillh;tlmlar
Branch Name anch
 [Adares %\m-.'quﬁvl S Tﬂ-_:rum:uhhmﬁ:lpin} L]
35 _I'E W:ﬂmw % | Toad imfo tilnttamasrmslbsl comnp
uuf_‘r [ amsar Claod] [ Trandh Mas M. T'J:wr.'-slh Rial
I.J-"I'Il-ll.-'h Frto  MAIR 'L'-'ll'l'[l-l.-I_" i3 ﬁt 7, G7h RRAL]
Tanlihawa Branch Eranch Name Hativa -ch
Address ﬁf-’!-u: Nhemicpaliy-L Address F:-.H?PEE l:lamptﬂm.m
=5 I.nui infot i hawssmAbe.C ¥ ol o hatiyasimalbsl comnp
.“ﬁ-, MF@%E_ [ Feranch m_“ Mr. Prashant Kamar { Jaudlsary
l_-'n"l'll-lil um -G, FTB0E IRE] {E_Hlill:-l Uy ARNIT
Butwal Eranch ranch Name Ghorahi Branch
FeTe Futwal Sub-Meerrpolitian Ciry- 14, s :ﬂ;fﬁigﬁmmprﬂuun
¥ o into butwale el T uﬂﬁ.&wﬂﬂ@'ﬁ omny
[ Tiranch M'mﬁ., Mz Tok Nath Newpase Branch M n
m i gﬁnf:ﬁ:wh MM TR Er
Name l..lmh:hﬁ.l anch
61 | Addres Kobalper Manscipahiy 1. Ranke 62 | Addies Lamiki Chuha Municpality- 10, Kailall |
Limasl inf o o Com.np Email i lambichulmeg LITLAT
Branch M. Purna Bahadur Rawat Eranch Manager Mr. Tean Haj Bhatia
Coniact Nanber | 976575885 Coiiact Nuniher | V365758059
e Bhimdatta Municipalay-5, Rircadranager Municipality-12,
Address hﬂlﬂﬁnﬁ Address Surkhet
a Lmaal TR & Email inbaendamagrE MR L oy
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