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S.N. Branch Staff Name Role Contact No.
1 Kohalpur Branch Sim Bahadur Tharu Branch Manager 9769423983
2 Karkado Branch Sumitra Mahatara Chhetri Branch Manager 9769423977
3 Samjhana Branch Jamuna Mahatara Chhetri Branch Manager 9769423971
4 Binauna Branch Bina Kumari Tharu Branch Manager 9769423967
5 Khajura Branch Gita Tiwari Branch Manager 9769423964
6 NTV Road Branch Sumitra Khadka Branch Manager 9769423960
7 Shamshergunj Branch DilSara Thapa Branch Manager 9769423955
8 Rimjhim Chowk Branch Dammar Bahadur Dangi Branch Manager 9769423951
9 Fultegra Branch Anita Kumari K.C Branch Manager 9769423947
10 Fattepur Branch Subas Bahadur Budha Branch Manager 9769423942
11 Machhagadh Branch Dipesh Pun Magar Branch Manager 9769423938
12 Sitalabazzar Branch Sharmila Gautam Branch Manager 9769423935
13 Thakurdwara Branch Mansara Thapa Branch Manager 9769423932
14 Manpur Branch Jayaram Chaudhary Branch Manager 9769423929
15 Kusumba Branch Kamala Kumari K.C Branch Manager 9769423926
16 Maurighat Branch Ayodhya Prasad Tharu Branch Manager 9769423923
17 Baidauli Branch Harikrishna Gupta Branch Manager 9769423919
18 Buddhanagar Branch Susmita bhandari Branch Manager 9769423918
19 Padanaha Branch Anjali B.k Branch Manager 9769423915
20 Pelabas Branch Ammar Shahi Branch Manager 9769423912
21 Deurali Branch Sarada prasad pandey Branch Manager 9769423909
22 Balapur Branch Sanjay K.C Branch Manager 9769423907
23 Patharkot Branch Tul Bahadur Pun Branch Manager 9769423905
24 Hirapur Branch Pushpa Bhusal Branch Manager 9769423902
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S.N. Branch Staff Name Role Contact No.
25 Maidam Branch Shiva Bhandari Branch Manager 9769423901
26 Jhimirebhar Branch Ishwori Thapa Branch Manager 9769423897
27 Jargha Branch Surya prasad Adhikari Branch Manager 9769423896
28 Dhakrebas Branch Kaushila Thapa Magar Branch Manager 9769423894
29 Thada Branch Kamal Thapa Branch Manager 9769423892
30 Darbhan Branch Tika Kumari Khatri Branch Manager 9769423890
31 Surpal Branch Bhagiram Tharu Branch Manager 9769423887
32 Bagmare Branch Bishwo Raj Chaudhary Branch Manager 9769423885
33 Ruinibang Branch Bir Bahadur Roka Branch Manager 9769423882
34 Kairan Branch Mina Gurung Branch Manager 9769423880
35 Khabang Branch Deepak Rajali Magar Branch Manager 9769423879
36 Bhuwachidi Branch Dinesh tharu Branch Manager 9769423948
37 Amiliya Branch Amrita Pariyar Branch Manager 9769423953
38 Tila Branch Dinesh prasad Giri Branch Manager 9866869859
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INDEPENDENT AUDITOR’'S REPORT
To the Shareholders of Upakar Laghubitta Bittiya Sanstha Ltd.

Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the financial statements of Upakar Laghubitta Bittiya Sanstha Ltd. (referred lo as the:
“Company”), which comprise the statement of financial posilion as at 32 Ashad 2082 (18 July 2025), 7l
the statement of profit or loss, statement of comprehensive income, statement of cash flows, statement ol
changes in equity for the year then ended and noles to the financial statements, including summary of
significant accounting policies.

In our opinion, except for the effects of the matter described In the Basis for Qualified Opinion
section, the accompanying financial statements present fairly, in all material respects, the financial position
of the Company as at 32 Ashad 2082 (16 July 2025), its financial performance and its cash flows for thc:
year then ended in accordance with Nepal Financial Reporting Standards (NFRSs) and Nepal Raslra
Bank's Unified Directives.

Basis for Qualified Opinion

We draw attention to Note 5.2.11.D of the financial statements, which indicates that the Company's Capital
Adequacy Ratio (CAR) has fallen below the minimum regulatory requirement prescribed by Nepal Raslra
Bank.

As per the requirements of Nepal Rastra Bank (NRB) Unified Directives for Microfinance Institutions, the
Company is required to maintain minimum capital fund of NPR 217,932,812, However, as at the reporting

date;
PARTICULARS ' AMOUNT (NPR)
ACTUAL CAPITAL FUND 148,905,394
REQUIRED MINIMUM CAPITAL FUND 217,932,812
SHORTFALL 69,027,418

The Company has not complied with the minimum capital fund requirement prescribed by NRB, resulting
in a shortfall of NPR 69,027,418. This indicates non-compliance with regulatory requirements and may havc:
implications on the Company’s ability to continue its operations in accordance with NRB regulations.

Our opinion is qualified in respect of this matter.

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

Sifice - : 5% Floor Gorkha Complex, Minbhawen, Kathmandu, Nepal, Telephone : +977-01-4108678
ch Office : Bhvaipur-10, Chitwan, Nepal, Opposite 1o Metropolitan Office. Telephone : +577-056-5222250

-.1,'--:'r‘|m| i COI]taCt‘Q'Shanepal.Com website : shanepa]_c‘)m -
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Key Audit Matters

Koy audit matters are those matters that, In our professional judgments, were of most signilicance in oo
audit of the financial slatements of the current period. Those mallers were addressod i the context of our
audit of the financial statements as a whole, and In forming our opinlon thereon, and wa do not provide o
separate opinion on these matters, For each maller below, our description of how our audit nddrassod 1h
malter is provided in that context,

We have fulfilled the responsibilities described m the Auditor's responsibiliies for the audil of 1
consohdated financial statements section of our reporl, ncluding In relation o these matlers, Accordingly
our audil included the performance of procedures designed Lo respond lo our assessment of tho nnks ol
malerial misstatement of the financlal statements. The resulls of our audit proceduras, including the
procedures performed lo address the matlers below, provide he basis for our audit opinion on (he
accompanying ﬁnancial cial statements as a whole

l Key Audit Matt Mamr |1 How our audit addressed the key audit matter;

Measurement of Expected Credit Loss

The computation of ECL requires significant | Our audil procedures Includod

management judgement involving. Cloar understanding of the practice of calculistion ol
+ Assessment of credit risk and staging | impairment of Loans and Advances through ECL.
+ Probability of Default (PD) | We,
* Loss Given Default (LGD) |+ Evaluated the  reasonableness  of
* Exposure at Default (EAD) assumplions usad in ['Cl. model
+  Forward-looking macroeconomic ¢ Chocked staging and loan classification on

factors sample basis
|  Dala quality and model accuracy « Assossed compliance  with  NRH-
Regulatory Backstop Measure

In!ormallon Technology System and Control Impacting Financial Reporting

The Microfinance's operational and financial TOur audit  procedure regarding  Information
processes are dependent on IT systems to | technology of the company is based upon thc
manage large volume of transactions that are | Information Technology Guidelines 2012 issued by
processed daily. As a result, there is high | NRB and it also included:

degree of reliance and dependency on IT
SYSlems for the financial rapoﬂing process of " Vernfication of interesl income and CXPeNse,
the company. We have considered this as key booking regarding loans and deposits on tesl
audil matter as any control lapses, validation check basis with the CBS of the company.
failures, incorrect dala input and wrong | = Rgjiance on IT Audit conducted by the company.
extraction of data may result in wrong reporting

of dala to the management, stakeholders and ®  Verificalion of the provisioning of the loan and
regulalors. advances based on lhe ageing on test check

basis.
I — = S

Other Information

Managemenlt is responsible for the preparalion of other information in the Annual Report. The direclors ar
responsible for the other information presented in the Company's Annual Report and Accounls of | 7
2081.82 logether wilh the Financial Statements. Our opinion of Financial Statements does not cover th:
other information and, accordingly, we do not express an audit opinion or, except as explicitly stated belu.
any form of assurance conclusion thereon. Qur responsibility is to read the other information and, in doing

i aridie ufeegar 9029/9023




Ny SR wfan facir s fafies
\P YT A AeFATE AR TATSTATT G G -
Skl (@AFEAT T FTEET TR

$0. consider whether, based on our financial statements audit work, the information therein is maternially
nusslated or inconsistent with the Financial Statements or our audit knowledge. Based solely on that work
we have not identified malerial misstatements in the other information.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with NFRSs, and for such internal control as management determines is necessary lo enablc
the preparation of financial statements that are free from material misstatement, whether due to fraud o
error.

In preparing the financial statements, management is responsible for assessing the Company's ability to
conlinue 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 Company or to ceasc
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process

Auditor’s Responsibility for Audit of the Financial Statements

Our objectives are to obtain reasonable assurance aboul whether the financial statements as a whole arc
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audil
conducted in accordance with NSAs will always detect a material misstalement when it exisls.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregale.
they could reasonably be expected to influence the economic decisions of users taken on the basis ol
these financial statements.

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

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

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

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

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

* Evaluate the overall presentation, structure and content of the financial statements., including the
disclosures, and whether the financial statements represent the underlying transactions and events in

a manner that achieves fair presentatjos:
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We communicate with those charged wilh governance regarding. among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal controi
that we identify during our audil.

We also provide those charged with governance with a statement that we have complied with relcvan!
ethical requirements regarding independence, and to communicate with them all relationships and othe:
matlers that may reasonably be thought to bear on our independence. and where applicable, related
safeguards.

Report on the Other Legal and Regulatory Requirements’

We have obtained information and explanations asked for, which, to the best of our knowledge and beliel.
were necessary for the purpose of our audit. In our opinion, statement of financial position, statement of
profit or loss, statement of comprehensive income, stalement of changes in equity and statement of cash
flows, have been prepared in accordance with the requirements of the Companies Act, 2063 and are in
agreement with the books of account maintained by the Company and proper books of account as requircd
by law maintained by the Company including relevant records relating to preparation of the aforesaid
financial statements have been kept so far as it appears from our examination of those books and records
of Ihe Company.

In our opinion, so far as appeared from our examination of the books, the Company has maintained
adequate capital funds and adequate provisions for possible impairment of assets in accordance with the
directives of Nepal Rastra Bank.

To the best of our information and according to explanations given to us and so far appeared from our
examination of the books of account of the Company, we have not come across cases where Board of
Directors or any employees of the Company have acted contrary to the provisions of law relating to the
accounts, or committed any misappropriation or caused loss or damage to the Company and violated any
directives of Nepal Ras gk or acted in a manner to jeopardize the interest and security of the

Ashok Kumar Mishrg
Partner

MNO: 1069
UDIN: 260331CA01069rY9BD

For S.H.A. & Associates
Chartered Accountants
Kathmandu, Nepal
Date: 12" Chaitra 2082
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Upakar L

ghubitta Bittiya S

1

Limited

Statement of Financial Position

As on 32 Asar 2082

Particulars Note Current Year Previous Year Restated
Assets
Cash and Cash Equivalents 4.1 364,515,502.14 246,594,263.61 127,700,891.50
Statutory Balances and due from Nepal Rastra Bank 42 14,299.655.00 10,299,655.00 10,299,655.00
Placement with Bank and Financial Institutions 43 - - -
Derivative Financial Instruments 44 - - -
Other Trading Assets 4.5 - - -
Loans and Advances to MFIs & Cooperatives 4.6 - - -
Loans and Advances to Customers 47 2,374,463,796.86 2,121,431,124.93 1,966,201,935.32
Investment Securities 48 - - -
Current Tax Assets 49 - - -
Investment Property 4.10 - - -
Property and Equipment 4.11 7,637,208.51 8,318,815.97 9,736,677.04
Goodwill and Intangible Assets 4.12 - - -
Deferred Tax Assets 4.13 32,984,708.07 20,755,282.58 9,521,442.87
Other Assets 4.14 31,920,091.63 30,051,169.98 34,103,655.29
Total Assets 2,825,820,962.21 2,437,450,312.06 2,157,564,257.01
Particulars Note Current Year Previous Year Restated
Liabilities
Due to Bank and Financial Institutions 4.15 - - -
Due to Nepal Rastra Bank 4.16 - - -
Derivative Financial Instruments 4.17 - - -
Deposits from Customers 4.18 1,402,729,492.49 1,195,758,994.12 1,086,559,951.19
Borrowings 4.19 924,966,033.49 746,826,890.43 583,224,870.68
Current Tax Liabilities 4.9 19,158,606.92 - 8,721,557.45
Provisions 42 334,500.00 334,500.00 223,000.00
Deferred Tax Liabilities 4.13 - - -
Other Liabilities 4.21 208,887,980.87 239,224,349.69 212,277,955.81
Debt Securities Issued 422 - - -
Subordinated Liabilities 4.23 - - -
Total Liabilities 2,556,076,613.78 2,182,144,734.24 1,891,007,335.13
Equity
Share Capital 424 106,148,200.00 106,148,200.00 106,148,200.00
Share Premium - - -
Retained Earnings (38,371,781.83) (45,048,324.31) 13,031,740.21
Reserves 4.25 201,967,930.27 194,205,701.31 147,376,980.17
Total Equity Attributable to Equity Holders 269,744,348.44 255,305,577.00 266,556,920.38
Non Controlling Interest
Total Equity 269,744,348.44 255,305,577.00 266,556,920.38
Total Liabilities and Equity 2,825,820,962.21 2,437,450,311.23 2,157,564,255.51
Contingent Liabilities and Commitments 426
Net Assets Value per share 254.12 240.52 251.12
As per our report of even date
Gayatri Giri Sharada Kumari Khatri Shanti Devi Dhakal Ashok Kumar Mishra
Finance and IT Department Head Chief Executive Officer Chairman Partner
S.H.A. & Associates
Chartered Accountants
Directors
Nisha Wagle
Nitu Sharma
Aarati Poudel
Date: 26/11/2082 Bhagwati Regmi

Place: Kohalpur,Banke Manoj Singh Khadka

Krishna Kumar Lamsal
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Upakar Laghubitta Bittiya Sanstha Limited
Statement of Profit or Loss
For the year ended 32 Asar 2082

Particulars Note Current Year Previous Year
Interest Income 4.27 346,911,798.40 326,677,235.78
Interest Expense 4.28 170,087,656.99 167,103,585.82
Net Interest Income 176,824,141.41 159,573,649.96
Fee and Commission Income 429 24,042,189.79 13,096,485.18
Fee and Commission Expense 4.30 - 1,741,250.00
Net Fee and Commission Income 24,042,189.'?_9 11,355,235.18
Net Interest, Fee and Commisson Income 200,866,331.20 170,928,885.14
Net Trading Income 431 - -
Other Operating Income 4.32 - -
Total Operating Income 200,866,331.20 170,928,885.14
Impairment Charge/ (Reversal) for Loans and Other Lossess 433 50,901,724.13 55,858,188.95
Net Operating Income 149,964,607.07 115,070,696.19
Operating Expense

Personnel Expenses 4.34 109,820,501.05 119,723,776.05
Other Operating Expenses 435 10,867,440.81 8,946,787.23
Depreciation & Amortisation 436 6,419,309.39 6,902,974.45
Operating Profit 22,857,355.81 (20,502,841.54)
Non Operating Income 4.37 - -
Non Operating Expense 4.38 - -
Profit Before Income Tax 22,857,355.81 (20,502,841.54)
Income Tax Expense 4.39

Current Tax
Deferred Tax

19,158,606.92
(12,229,425.12)

(11,233,839.71)

Profit for the Year

15,928,174.01

(9,269,001.83)

Profit Attributable to:
Equity-holders of the Financial Institution

15,928,174.01

(9,269,001.83)

Profit for the year 15,928,174.01 (9,269,001.83)
Earnings per Share

Basic Eamings per Share 15.01 (8.73)
Diluted Earnings per Share 15.01 (8.73)

As per our report of even date

Gayatri Giri Sharada Kumari Khatri Shanti Devi Dhakal Ashok Kumar Mishra
Finance and IT Department Head Chief Executive Officer Chairman Partner
S.H.A. & Associates
Chartered Accountants
Directors
Nisha Wagle
Nitu Sharma
Aarati Poudel
Bhagwati Regmi

Manoj Singh Khadka
Krishna Kumar Lamsal
Date: 26/11/2082
Place: Kohalpur,Banke
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Upakar Laghubitta Bittiya S ha Limited
Statement of Cash Flows
For the year ended 32 Asar 2082
Particulars Current Year Previous Year

CASH FLOWS FROM OPERATING ACTIVITIES
Interest Received

Fee and Other Income Received

Dividend Received

Receipts from Other Operating Activities

Interest Paid

Commissions and Fees Paid

Cash Payment to Employees

Other Expenses Paid

Operating Cash Flows before Changes in Operating Assets and Liabilities
(Increase) Decrease in Operating Assets

Due from Nepal Rastra Bank

Placement with Banks and Financial Institutions

Other Trading Assets

Loans and Advances to MFIs & Cooperatives

Loans and Advances to Customers

Other Assets

Increase (Decrease) in Operating Liabilities

Due to Banks and Financials Institutions

Due to Nepal Rastra Bank

Deposit from Customers

Borrowings

Other Liabilities

Net Cash Flow from Operating Activities before Tax Paid
Income Tax Paid

346,911,798.40
24,042,189.79

(170,087,656.99)

326,677,235.78
13,096,485.18

(167,103,585.82)

- (1,741,250.00)
(109,820,501.05) (119,723,776.05)
(10,867,440.81) (8,946,787.23)
80,178,389.33 42,258,321.86
(4,000,000.00) -
(303,934,396.07) (211,087,378.56)

(14,098,347.14)

(7,181,354.40)

206,970,498.37
178,139,143.06
(11,177,761.89)

109,199,042.93
163,602,019.75
18,336,336.43

132,077,525.67
(6,929,181.80)

115,126,988.01
11,233,839.71

Net Cash Flow from Operating Activities

125,148,343.86

126,360,827.73

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Investment Securities

Receipts from Sale of Investment Securities

Purchase of Property and Equipment

Receipts from Sale of Property and Equipment
Purchase of Intangible Assets

Purchase of Investment Properties

Receipts from Sale of Investment Properties

Interest Received

Dividend Received

Net Cash Used in Investing Activities

(5,737,701.93)

(5,485,113.38)

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 Issue of Shares

Dividends Paid

Interest Paid

Other Receipts/Payments

(1,489,402.57)

(1,982,341.56)

Net Cash from Financing Activities

(1,489,402.57)

(1,982,341.56)

Net Increase (Decrease) in Cash and Cash Equivalents
Opening cash And Cash Equivalents
Effect of Exchange Rate fluctuations on Cash and Cash Equivalents Held

117,921,239.36
246,594,263.61

118,893,372.79
127,700,891.50

Cash and Cash Equivalents

364,515,502.97

246,594,264.29

Gayatri Giri
Finance and IT Department Head

Date: 26/11/2082
Place: Kohalpur,Banke
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Sharada Kumari Khatri
Chief Executive Officer

Directors

Nisha Wagle

Nitu Sharma

Aarati Poudel
Bhagwati Regmi
Manoj Singh Khadka
Krishna Kumar Lamsal

As per our report of even date

Shanti Devi Dhakal
Chairman

Ashok Kumar Mishra
Partner
S.H.A. & Associates
Chartered Accountants
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Upakar Laghubitta Bittiya Sanstha Limited
Statement of Distributable Profit or Loss
For the year ended 32 Asar 2082

Yoy SR wgfaa fada geur fafes
N A g A W TR FATATT T FAT -
SUhII (@FFE T FEAT TTE)

(As per NRB Regulation)

Particulars

Current Year

Previous Year

Net profit or (loss) as per statement of profit or loss
Appropriations:
a. General reserve
b. Foreign exchange fluctuation fund
c. Capital redemption reserve
d. Corporate social responsibility fund
c. Employees' training fund
f. Other
Client Protection Fund
Others

15,928,174.01

(3,185,634.80)

(159,281.74)
(61,253.44)

(238,922.61)

(9,269,001.83)

(1,613,827.68)

Profit or (loss) before regulatory adjustment

12,283,081.42

(10,882,829.51)

Regulatory adjustment :

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

b. Short loan loss provision in accounts (-)/reversal (1)

c. Short provision for possible losses on investment (-)/reversal (+)
d. Short loan loss provision on Non Banking Assets (-)/resersal (+)
e. Deferred tax assets recognised (-)/ reversal (+)

f. Goodwill recognised (-)/ impairment of Goodwill (+)

g. Bargain purchase gain recognised (-)/resersal (+)

h. Acturial loss recognised (-)/reversal (1)

i. Other (+/-)

19,576,968.00
(12,229,425.48)

(26,453,965.30)

(11,233,839.71)

j. Restructured and Rescheduled Reserve (12,954,081.45) (9,509,430.00)
Net profit for the year end Asadh 31 2082 available for distribution 6,676,542.48 (58,080,064.52)
Opening retained earning (45,048,324.31) 13,031,740.21
Adjustment (+/-)* - -
Distribution:

Bonus shares issued - -
Cash Dividend Paid - -
Total Distributable profit or (loss) as on year end date (38,371,781.83) (45,048,324.31)
Annualised Distributable Profit/Loss per share (36.15) (42.44)

* Adjustment of Income tax provision

Gayatri Giri

Sharada Kumari Khatri

Chief Executive Officer

As per our report of even date

Shanti Devi Dhakal

Finance and I'T Department Head

Date:
Place: Kohalpur,Banke

Chairman Partner
S.H.A. & Associates
Chartered Accountants
Directors
Nisha Wagle
Nitu Sharma

Aarati Poudel
Bhagwati Regmi
Manoj Singh Khadka
Krishna Kumar Lamsal
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Upakar Laghubitta Bittiya Sanstha Limited
Notes to Financial Statements

For the year ended 32 Asar 2082

4.1 Cash and Cash Equivalent

Particulars Current Year Previous Year Restated
Cash in Hand 42 700.00 6,000.00 5,050.00
Balances with BFIs 364,472,802.14 246,588,263.61 127,695,841.50
Money at Call and Short Notice - - -
Other - - -
Total 364,515,502.14 246,594,263.61 127,700,891.50

4.2 Statutory Balances and due from Nepal Rastra Bank

Particulars Current Year Previous Year Restated
Statutory Balances with NRB - - -
Statutory balances with BFIs 14,299,655.00 10,299,655.00 10,299,655.00

Securities purchased under Resale Agreement - - -
Other Deposit and Receivable from NRB - - .

Total 14,299,655.00 10,299,655.00 10,299,655.00

4.3 Placements with Financial Instutions

Particulars Current Year Previous Year Restated

Placement with Domestic Fls - - -
Less: Allowances for Impairment - - .

Total - - -

4.4 Derivative Financial Instruments

Particulars Current Year Previous Year Restated

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

Total - - -

4.5 Other Trading Assets

Particulars Current Year Previous Year Restated

Treasury Bills - - -
Govermnment Bonds - - -
NRB Bonds - - -
Domestic Corporate Bonds - - -
Equities - - -
Other Trading Assets - - -

Total - - -

Pledged
Mon-pledged
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4.6 Loans and Advances to MFIs & Cooperatives

Particulars Current Year Previous Year Restated

Loans to Microfinance Institutions - £ H
Loans to Fls . . %
Loans to Cooperative . 3 ]
Less: Allowances for Impairment = & 2
Other - - -
Less: Allowances for Impairment = E _

Total - - -

4.6.1 Allowances for Impairment

Balance at Shrawan 01 . . -
Impairment Losss for the vear: s = 2
Charge for the year - - .
Recoveries/Reversal " = -
Amount Written OfT - & ]

Balance at Asar End - - -

4.7 Loans and Advances to Customers

Particulars Current Year Previous Year Restated
Loans and Advances measured at Amortized Cost 2.549,075,666.99 2,245,141,270.90 2,034,053,892.34
Less: Impairment Allowances
Collective Impairment (174,611,870.13) (123,710,145.97) (67.851,957.02)
Individual Impairment - - -
Net Amount 2,374,463,796.86 2,121,431,124.93 1,966,201,935.32

4.7.1: Analysis of Loans and Advances - By Product

Particulars Current Year Previous Year Restated
Product
Term Loans 2,458,325,954.95 2,177,628,574.26 1,993,827,302.55

Short team,term Loan 5 ¥ o]
Long team.term Loan - - "
Hire Purchase Loans

Personal Residential Loans

Staffs Loans
Other

12,586,543.72

9,911,562.37

9.,079.420.82

Sub-Total

2,470,912,498.67

2,187,540,136.63

2,002,906,723.37

Interest Receivable

78,163,168.32

57.601.134.27

31,147.168.97

Grand Total

2,549,075,666.99

2,245,141,270.90

2,034,053,892.34

4.7.2: Analysis of Loans and Advances - By Collateral

Particulars Current Year Previous Year Restated
Secured
Immovable assets - w -

Government guarantee
Collateral of Government securities
Collateral of Fixed Deposit Receipt
Group guarantee - - -
Personal guarantee
Other collateral 12,586,543.72 9,911,562.37 9.079.420.82
Subtotal 12,586,543.72 9.911,562.37 9,079,420.82
Unsecured
Grand Total 12,586,543.72 9,911,562.37 9,079,420.82
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Particulars Current Year Previous Year Restated

Specific Allowance for Impairment
Balance at Shrawan 01 = i a

Impairment Loss for the year
Charge for the year - & i
Recoveries/Reversals during the year - = .
Write-Offs
Other Movement

Balance at Asar End - - -

Collective Allowances for Impairment
Balance at Sharawan 01 123,710,145.97 67,851,957.02 66,016,622.41
Impairment Loss for the year

Charge/(Reversal) for the year 50,901,724.14 55,858,188.95 1,835,334.61
Other Movement - -
Balance at Asar End 174,611,870.11 123,710,145.97 67,851,957.02

Total Allowances for Impairment 174,611,870.11 123,710,145.97 67,851,957.02

4.9 Current Tax Assets

Particulars Current Year Previous Year Restated

Current Tax Assets
Current year Income Tax Assets - - i
Tax Assets of Prior Periods - = -

Current Tax Liabilities
Current year Income Tax Liabilities 19,158.606.92 - 8,721,557.45
Tax Liabilities of Prior Periods - - -

Total 19,158,606.92 - 8,721,557.45

4.10 Investment Properties

Particulars Current Year Previous Year Restated

Investment Properties measured at Fair Value

Balance as on Shrawan 01. - - z
Addition/(Disposal) during the year. - « -
Net Changes in fair value during the year. - = 5
Adjustment/Transfer. - = o

Net Amount - - -

Investment Properties measured at Cost

Balance as on Shrawan 01 - - -
Addition/(Disposal) during the year & = =
Net Changes in fair value during the year - - -
Adjustment/Transfer - . =

Net Amount - - -

Total - - -

4.14 Other Assets

Particulars Current Year Previous Year Restated

Assets held for Sale = & -
Other Non-Banking Assets - - -
Bills Receivable = a &

Accounts Receivable 311.070.19 446,195.47 396,978.98
Accrued Income - - -

Prepayments and Deposits 2,892.896.13 2,550,233.84 2.909.970.94
Income Tax Deposit 10,799,999.87 5,999,999.87 8,419,381.70
Deferred Employee Expenditure 11,228, 479.99 13,439,678.40 14,420,579.18
Other 6.,687,645.45 7.615,062.39 7,956,744.49
a. Right of Use Assets 5,649,385.95 6,925,003.98 7,555,721.90
b. Other 1,038,259.50 690,058.41 401,022.59
Total 31,920,091.63 30,051,169.98 34,103,655.29
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4.15 Due to Banks and Financial Institutions

Particulars Current Year Previous Year Restated
Borrowing from BFls T T =
Settlement and Clearing Accounts " = -
Other - - -

Total - - -

4.16 Due to Nepal Rastra Bank

Particulars Current Year Previous Year Restated
Refinance from NRB - = "
Standing Liquidity Facihty a - u
Lender of Last Resort facility from NRB - = -
Securities sold under repurchase agreements - & 5
Other Payable to NRB - = i

Total - - -

4.17 Derivative Financial Instruments

Particulars Current Year Previous Year Restated
Held for Trading
Interest Rate Swap - 5 "
Currency Swap - - -

Forward Exchange Contracts & = ¥

Others - - »
Held for Risk Management

Interest Rate Swap = - B

Currency Swap - - -

Forward Exchange Contracts. s = ”

Others - - -

Total - - -

4.18 Deposits from Customers

Particulars Current Year Previous Year Restated

Institutional Customers:
Term Deposits. - - -
Call Deposits i i %
Current Deposits. - ~ -
Others. 3 = a
Individual Customers:
Term Deposits - - -

Saving Deposits 1,402,729,492.49 1,195,758,994.12 1,086,559,951.19

Current Deposits - - -

Others = = =
Total 1,402,729,492.49 1,195,758,994.12 1,086,559,951.19
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4.19 Borrowings

Particulars

Current Year

Previous Year

Restated

Domestic Borrowings
Nepal Government

Other Institutions 924,966,033.49 746,826,890.43 583,224,870.68
Other - - -
Sub Total 924,966,033.49 746,826,890.43 583,224,870.68

Foreign Borrowings
Foreign Banks and Financial Institutions
Multilateral Development Banks
Other Institutions.
Sub Total

Total

924,966,033.49

746,826,890.43

583,224,870.68

4.20 Provisions

Particulars Current Year Previous Year Restated
Provisions for Redundancy - - -
Provisions for Restructuring - - -
Pending Legal Issues and Tax Litigation - - -
Onerous Contracts - - -
Other 334,500.00 334,500.00 223,000.00
Total 334,500.00 334,500.00 223,000.00
4.20.1: Movement in Provision

Particulars Current Year Previous Year Restated
Balance at Shrawan 01 334,500.00 223,000.00 -
Provisions made during the year 334,500.00 334,500.00 223,000.00
Provisions used during the year (334,500.00) (223,000.00)

Provisions reversed during the year - - -
Unwind of Discount - - -
Balance at Asar end 334,500.00 334,500.00 223,000.00
4.21 Other Liabilities

Particulars Current Year Previous Year Restated

Liabilitics for emloyees defined benefit obligations
Liabilities for long service leave
Short term employee benefits

Bills payable

Creditors and accruals

Interest payable on deposits
Interest payable on borrowing
Liabilities on defered grant income
Unpaid Dividend

Liabilities under Finance Lease
Employee bonus payable

Other Liabilities

173,235,028.25
15,517,076.00

1,317,631.18

1,451,200.81

6,320,032.12
3,539,706.71
7,507,305.80

38,608,091.00
15,576,526.00
1,127,683.00

133,775,512.61

721,086.00

7,351,335.03
1,000,000.12
41,064,115.93

17,980,320.00
14,426,031.00

115,721,493.59

1,093,567.00

7,555,721.90
2,439,663.12
53,061,159.20

Total

208,887,080.87

239,224,349.69

212,277,955.81

4.21.1: Defined Benefit Obligation

The amounts recognised in the statements of financials positions are as follows :

Particulars

Current Year

Previous Year

Restated

Present value of funded obligations

Total present value of obligations

Fair value of plan assets

Present value of net obligations

Recognised liability for defined benefit obligations

173,235,028.25
173,235,028.25

173,235,028.25
173,235,028.25

38,608,001.00
38,608,091.00

38,608,091.00
38,608,091.00

17,980,320.00
17,980,320.00

17,980,320.00
17,980,320.00
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4.21.2: Plan Assets

Plan assets comprise
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Particulars

Current Year

Previous Year Restated

Equity securities
Government bonds
Bank deposit
Other

Total

Actual return on plan assets

4.21.3: Movement in the present value of defined benefit obligations

Particulars

Current Year

Previous Year Restated

Defined benefit obligations at Sawan 1
Actuarial losses

Benefits paid by the plan

Current service costs and interest

35,075,336.00

(1.944,582.00)
4941.113.00

14,447,565.00 14,447,565.00

(765,016.80) =
21,392,787.80 5

Defined benefit obligations at Asar end

38,071,867.00

35,075,336.00 14,447,565.00

4.21.4: Movement in the fair value of plan assets

Particulars

Current Year

Previous Year Restated

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

Expected retum on plan assets

Fair value of plan assets at Asar end

4.21.5: Amount recognised in profit or loss

Particulars

Current Year

Previous Year Restated

Current service costs
Interest on obligation
Expecied return on plan assels

4,941,113.00

21,392,787.80 .

Total

4,941,113.00

21,392,787.80 -

4.21.6: Amount recognised in other comprehensive income

Particulars Current Year Previous Year Restated
Acturial (gain)/loss - - -
Total - - -
4.21.7: Actuarial assumptions

Particulars Current Year Previous Year Restated
Discount rate 7.00% 0.00% 0.00%
Expected return on plan asset 0.00% 0.00% 0.00%
Future salary increase 6.00% 0.00% 0.00%
Withdrawal rate 4.00% 0.00% 0.00%
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4.22 Debt secutities issued

Current Year Previous Year Restated
Debt securities issued designated as at fair value through profit or loss - = =
Debt securities issued at amortised cost - - -
Total - - -
4.23 Subordinated Liabilities
Particulars Current Year Previous Year Restated
Redeemable preference shares - - -
Irredemable cumulative preference shares (liabilities component - - -
Other - - -
Total - = =
4.24 Share capital
Particulars Current Year Previous Year Restated
Ordinary shares 106,148,200.00 106,148,200.00 106,148,200.00
Convertible preference shares (equity component only) - - -
Irredemable preference shares (equity component only) - - -
Perpetual debt (equity component only) - - -
Total 106,148,200.00 106,148,200.00 106,148,200.00
4.24.1: Ordinary Shares
Particulars Current Year Previous Year Restated
Authorized Capital
25,00,0000rdinary share of Rs. 100 each 250,000,000.00 250,000,000.00 250,000,000.00
Issued capital
10,61,482 Ordinary share of Rs. 100 each 106,148,200.00 106,148,200.00 106,148,200.00
Subscribed and paid up capital
10,61,482 Ordinary share of Rs. 100 each 106,148,200.00 106,148,200.00 106,148,200.00
Total 106,148,200.00 106,148,200.00 106,148,200.00
4.24.2: Ordinary share ownership
Particulars Current Year Previous Year
Percent Amount Percent Amount
Domestic ownership
Nepal Government 0.00% - 0.00% -
Promoter Shares 64.00% 67,934,848.00 64.00% 67,935,000.00
"A" class licensed institutions 0.00% - 0.00% -
Other licensed intitutions 0.00% - 0.00% -
Other Institutions 0.00% - 0.00%
Public 36.00% 38,213,352.00 36.00% 38,213,200.00
Other 0.00% - 0.00%
Foreign ownership 0.00% - -
Total 100% 106,148,200.00 100% 106,148,200.00
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4.25 Reserves

Particulars Current Year Previous Year Restated
Statutory general reserve 92,587,347.61 89,401,712.80 89,401,712.80
Capital reserve - - -
Exchange equilisation reserve - - -
Investment adjustment reserve - - -

Corporate social responsibility reserve 159,281.74 - 146,038.70
Client Protection Fund 4,131,096.10 5,256,776.18 7,093,079.04
Capital redemption reserve - - -
Regulatory reserve 103,539,923.59 97,933,384.65 50,736,149.64
R ed and Rescheduled Reserve - - -
Fair value reserve - - -
Dividend equalisation reserve - - -
Actuarial gain - - -
Special reserve - - -
Debenture Redemption reserve - - -
Other reserve 1,550,281.24 1,613,827.68 -
Total 201,967,930.27 194,205,701.31 147,376,980.17
4.26 Contingent liabilitics and commitments

Particulars Current Year Previous Year Restated
Contingent liabilities - - -
Undrawn and undisbursed facilities - - -
Capital commitment - - -
Lease Commitment - - -
Litigation - - -
Others - - -
Total - - -
4.26.1: Contingent Liabilities

Particulars Current Year Previous Year Restated
Accep and d tary credit

Bills for collection

Forward exchange contracts

Guarantees

Underwriting commitment

Other

Total - - -
4.26.2: Undrawn and undisbursed facilities

Particulars Current Year Previous Year Restated
Undisbursed amount of loans

Undrawn limits of overdrafts

Undrawn limits of credit cards

Undrawn limits of letter of credit

Undrawn limits of guarantee

Total - - -
4.26.3: Capital commitments

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

Particulars Current Year Previous Year Restated
Capital commitments in relation to Property and Equipment

Approved and contracted for

Approved but not contracted for

Sub total - - -
Capital commitments in relation to Intangible assets

Approved and contracted for

Approved but not contracted for

Sub total - - -
Total - - -
4.26.4: Lease commitments

Particulars Current Year Previous Year Restated

Operating lease commitments
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Upakar Laghubitta Bittiya Sanstha Limited
Notes to Financial Statements
For the year ended 32 Asar 2082

4.27 Interest Income

Particulars Current Year Previous Year
Cash and cash equivalent - 5,022,791.64
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions - -
Loan and advances to bank and financial institutions - -
Loans and advances to customers 341,182,160.67 320,822,302.59
Investment securities - -
[Loan and advances to staff 1,636,734.36 832,141.55
Other 4,092,903.37 -
Total interest income 346,911,798.40 326,677,235.78

4.28 Interest Expenses

Particulars

Current Year

Previous Year

"Due to bank and financial institutions
Due to Nepal Rastra Bank

Deposits from customers

Borrowing

Debt securities issued

Subordinated liabilities

Other

103,050,258.00
66,367,077.80

670,321.19

91,607,377.20
74,784,567.95

711,640.67

Total Interest expense

170,087,656.99

167,103,585.82

Other include interest expense on finance lease as per NFRS-16 "Lease”

4.29 Fees and Commission Income

Particulars

Current Year

Previous Year

[Loan administration fees

Service fees 21,802,469.92 10,499.477.95
Commitment fees - -
Card Issuance fees - -
Prepayment and swap fees - -
Remittance fees 35,836.05 -
Brokerage fees - -
Other fees and commision income 2,203,883.82 2,597.007.23
Total Fees and Commission Income 24,042,189.79 13,096,485.18

4.30 Fees and Commission Expense

Particulars Current Year Previous Year
Brokerage - -

Other fees and commission expense - 1,741,250.00
Total Fees and Commission Expense - 1,741,250.00

qrY b wfaea g0za/20z2 | 30 [



P AT I FeFATE P ATHT SATTATT T G -
Skl (@AFEAT T FTEET )

4.31 Net Trading income

Particulars

Current Year

Previous Year

Changes in fair value of trading assets
Gain/loss on disposal of trading assets
Interest income on trading assets
Dividend income on trading assets
Gain/loss foreign exchange transaction

Other

Net trading income

4.32 Other Operating Income

Particulars

Current Year

Previous Year

Foreign exchange revauation gain

Gain/loss on sale of investment securities
Fair value gain/loss on investment properties
Dividend on equity instruments

Gain/loss on sale of property and equipment
Gain/loss on sale of investment property
Operating lease income

Gain/loss on sale of gold and silver

Other

Total

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

Particulars

Current Year

Previous Year

Impairment charge/(reversal) on loan and advances to BFls
Impairment charge/(reversal) on loan and advances to customers
Impairment charge/(reversal) on financial Investment

50,901,724.13

55,858,188.95

Total

50,901,724.13

55,858,188.95

4.34 Personnel Expenses

Particulars

Current Year

Previous Year

Salary 49,594,070.00 50,197,142.00
Allowances 33,234,021.58 30,050,762.00
Gratuity Expense 4,941,113.00 21,392,787.80
Provident Fund 4,688,123.00 4,643,049.00
Uniform - 1,234,000.00
Training & development expense 2,536,448.80 670,548.00
Leave encashment 2,611,686.00 3,436,875.83
Medical - -

Insurance 2,969,201.55 3,796,773.64
Employees incentive - -

Cash-settled share-based payments - -

Pension expense - -

Finance expense under NFRS 2211,198.41 980,900.77
Other expenses related to staff 4,494,932 .00 3,320,937.00
Subtotal 107,280,794.34 1 19,723,’?_76.05

Employees Bonus

2.539.706.71

Grand total

109,820,501.05

119,723,776.05
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Particulars

Current Year

Previous Year

Directors' fee

Directors' expense

Auditors' remuneration

Other audit related expense
Professional and legal expense
Office administration expense
Operating lease expense

Operating expense of investment properties

Corporale social responsibility expense
Client protection expense
Difference in Inter Branch & HO Profit
Onerous lease provisions

469,780.00
121,886.00
339,000.00
139,964.00

5,056,449.59

425,000.00
187,897.00
339,000.00
155,613.00

4,375,575.16

3,463,702.07

Other Expenses 4,740,361.22

Total 10,867,440.81 8,946,787.23
4.35.1 Office Administration Exp

Particulars Current Year Previous Year
Water and electricity 372,456.00 320,277.00
Repair and maintenance

(a) Building B .
(b) Vehicle 86,701.00 74,538.00
(c) Computer and Accessories

(d) Office equipement and furniture - -
(e) Other 281,114.00 203,032.00
Insurance. 344,660.93 247.850.35
Postage, Telex, Telephone & Fax 562,960.77 592,626.63
Printing & Stationery 1,234,677.23 1,037,261.18
News paper, books and journals B .
Advertisement 309,300.00 165,942.00
Donation - -
Security expense - -
Deposit and loan guarantee premium - -
Travel allowance and expense - 470,354.00
Entertainment - £9,244.00
Annual/special general meeting expense 228,336.66 162,945.00
Other-Internet Expenses - -
Other-Office Expenses B B
Other-Registration and Renewal 514,700.00 566,870.00
Other-Meeting Expenses 1,121,543.00 444.635.00
Total 5,056,449.59 4,375,575.16

4.36 Depreciation and Amortisation

Particulars Current Year Previous Year
Depreciation on property and equipment 6,419,309.39 6,902,974.45
Depreciation on investment property - -
Amortisation of intangible assets - -
Total 6,419,309.39 6,902,974.45

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

4.37 Non Operating Income

Particulars

Current Year

Previous Year

Recovery of loan written off
Other income

Total
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4. Effect of NFRSs adoption for statement of profit or loss and other comprehensive income

For the year ended 32.03.2082
(the latest period presented under previous GAAP)

Effert of Amount as per
Particulars Explanatory Note Previous GAAP Transition to pe
NFRSs
NFRSs
Interest income EN1 324,713,030 22,198,768 346,911,798
Interest expense EN 2 (169,417,336) (670,321) (170,087,657)
Net interest income 155,295,694 21,528,447 176,824,141
Fee and commission income 24,042,190 - 24,042,190
Fee and commission expense - - -
Net fee and c« ission i 24,042,190 - 24,042,190
Net interest, fee and commission income 179,337,884 21,528,447 200,866,331
Net trading income E - -
Other operating income - - -
Total operating income 179,337,884 21,528,447 200,866,331
Impairment charge/(reversal) for loans and other losses (3,079,665) - (50,901,724)
Net operating income 176,258,219 21,528,447 149,964,607
Operating expense
Personnel expenses EN3 (110,069,608) 249,201 (109,820,501)
Other operating expenses EN4 (15,497,697) 4,630,256 (10,867,441)
Depreciation & Amortisation EN 5 (2,215,059) (4,204,250) (6,419,309)
Operating Profit 48,475,765 22,203,654 22,857,356
Non operating income = " =
Non operating expense - - -
Profit before income tax 48,475,765 22,203,654 22,857,356
Income tax expense
Current Tax (15,065,060) - (19,158,607)
Deferred Tax ENG6 12,220,425 12,220,425
Profit for the year 33,410,705 34,433,080 15,928,174
Other comprehensive income - a T s
Total Comprehensive Income 33,410,705 34,433,080 15,928,174
Explanatory Note
1 Adjustment of Interest accrued of loans and advances and staff loans Current Year
Interest on loans and advances acerued but not received 20,562,034.05
Interest accrued on staff loans 1,636,734.36
22,198,768.41
2 Interest expenses under lease as per NFRS 16 "Lease" (670,321)
3 Adjustment of staff finance expenses and additional expenses of defined Current Year
Finance expense under NFRS 2,211,198.41
additional expenses of define benefit obligation 1,606,329.00
Leave Encashment (1,026,783.31)
Bonus (3,039.945.28)
Total (249,201.18)
4 House rent adjustment as per NFRS 16 "Lease" 4,630,256.00
5 Depreciation of ROU-Assets as per NFRS 16 "Lease" 4,204,249.93
6 Additional Deferred tax arises due to adjustment of defined benefit obligation 5,208,332.04
7 Increase in Deffered Tax Due to Temporary Difference (12,229,425.12)
8 Increasein Current Tax 19,158,606.92
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5.11 Disclosure effect of transition from previous GAAP to NFRSs

1.  Reconciliation of equity
As at As at
01.04.2080 30.03.2081
(End of last period
Particulars Explanatory Note  (Date of Transition)  presented under previous
GAAP)
Total equity under Previous GAAP 235,409,751.41 204,256,867.69
Adjustments under NFRSs:
Impairment on loan and advances EN1 31,147,168.97 57,601,134.27
Fair value & employees benefit accounting of staff loan EN - (148,759.23)
Lease accounting EN2 (426,331.05)
Measurement of investment securities at fair value - -
Revaluation of property & equipment 2 &
Recognition of investment property - -
Amortisation of debt securities issued - -
Deferred tax EN3 - 5,298,332.94
Defined benefit obligation of employees EN 4 - (11,275,667.60)
Goodwill/Bargain purchase gain
Interest income
Other
proposed cash dividend - -
Total Adjustment to equity 31,147,168.97 51,048,709.34
Total Equity under NFRSs 266,556,920.38 255,305,577.03

Explanatory Note

1 Under NFRS Loans and advances are measured at fair value by adjusting interest receivable.

Interest receivable from loans and advances

2

As at01.04.2080

As at30.03.2081

31,147,168.97

57,601,134.27

Under NFRS 16 "Lease", Afier identifying agreement contain a lease, microfinance has recognized a right of use assets (ROU) representing its
right to use the underlying assets and lease liability representing its obligation to make lease payments.

As at01.04.2080 As at30.03.2081
Right of Use Assets - 6,925,003.98
Liabilities under Finance Lease - (7,351,335.03)

Tax Adjustment - -
Difference - (426,331.05)

3 Adjustment of Deferred Tax due to change in define benefit obligation as per GAAP and NFRS
As at01.04.2080

As at30.03.2081

Deferred Tax as per NFRS 9,521,442.87 20,755,282.58
Deferred Tax as per GAAP 9,521,442 .87 15,456,949.64
Difference - 5,298,332.94

4 As per NAS 19 "Employee Benefit", staff gratuity has been considered as defined benefit plans and adjustment has been made of gratuity as per

acturial valuation

As at01.04.2080 As at30.03.2081
Defined Benefi ts obligations as per GAAP 32,406,351 42,908,949
Defined Benefi ts obligations as per NFRS 32,406,351 54,184,617
Difference 0.03 (11,275,667.60)

5 Proposed cash dividend has been presented under Retained carning as per NFRS where as a separate presentation made under GAAP as per NRB

reporting format.

Liability in respect of proposed cash dividend

As at01.04.2080

As at30.03.2081
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2. Reconciliation of profit or loss
For the year ended
30.03,2081
Explanato the latest period presented under
Particulars TNote ( ’ ll:revinus GAAP)
Profit/(Loss) for the year
Previous GAAP (29,170,542.16)
Adjustments under NFRSs:
Interest income EN1 27,286,106.85
Impairment of loan and advances -
Employees benefit amortisation under staff loan EN 2 (980,200.77)
Defined benefit obligation of employee EN 3 (7,892,967.34)
lease expense as per NFRS 16 EN 4 (426,331.05)
Amortisation expense of debt securities -
Other operating income -
Interest expense
Depreciation & Amortisation B
Other 1,915,632.65
Total Adjustment to profit or loss 19,901,540.33
Profit or loss under NFRSs (9,269,001.83)
Other Comprehensive Income EN 5 -

Total Comprehensive income under NFRSs

(9,269,001.83)

Explanatory Note

1 Adjustment of Interest accrued of loans and advances and staff loans

Interest on loans and advances accrued but not received

Interest accrued on staff loans
Total

2 Employees benefit amortisation under staff loan

Finance Cost under NFRS

Additional defined benefit obligation expenses

Additional expenses for long service leave
Total

4 lease expense as per NFRS 16
Depreciation of ROU-Assets

Interest expenses on liability under Finance lease

Less: rent paid
Total

5 Acturial loss/(gain) adjustment

Actuarial gains/(losses) on defined benefit plans

Income tax relating to above items
Difference

D ¢z | awt ettt wfveea Q024/2029

For the year ended
30.03.2081

26,453,965.30
832,141.55
27,286,106.85

For the year ended
30.03.2081

(980,900.77)

For the year ended
30.03.2081

(8,432,504)
539,536
(7.892,967.34)

For the year ended
30.03.2081

(4,387,366.38)

(711,640.67)
4,672,676.00

(426,331.05)

For the year ended
30.03.2081




LT LIE0SH LEY'T L6 LIL'SLY'6Y DE 665 FLLLIET [S°SSTFIS'LSI'T L8 D68 TOL'BE PO FOE 198 BIT'T Aynbo pue sapmqer €0,
€0 LLE'SOE'SST FEGOL'BFD'IS 69" L9BIST FOT BE0T6°955°99T LGBIL'LFI'IE IF 1SL°60F SET h::nﬂ [E10]
1€ T10L°S0T'v61 1T°LIV'668°T9 O1'PET'90E €1 LI'0869LE'LYL LE'8OTLYIIE 0T 118°62T911 NA S9ALISIY
(8THTE'BPO'SY) (88°LSL°0S8'T1) (0r'995°L61'€€) 1T0vL 180°E1 - 1T0PL TE0°E] N sSuIes paureiay
2 s = - - - umiaad areyy
00°00Z'8¥1°901 E 00°00Z'8F1°901 00700 8¥1°901 g 00°00Z°8¥1°901 [enden aregg
Aynbjy
FTPEL'PFLTRIT £9°T00°LTY'BL 19 IEL°LIS'E91°T EUSEECLOD I68°L 06" 1TL'SSS'L CTEIYISHERR"L SOTMqEL [E10 0,
= - - - - e SONIIQEr] pAjEUpIoqng
= - - - - - PaNssi SHNLMIIS 19|
69°6FEPTT 6EL £9°700°LT9'B1 90°LPE LGS OTT 18°886°LLT'TIT 06'1TL'685°L 16" EETTTL POT P NI sangel] o
- 2 = = o Sani[Iqel] XE) PaLda(]
00005 PEE # 00008 FEE 00°000°€ZT 4 00°000°€TT Suolsianig
- - - SHLSSITL' - SHLESTITL'S SONIMIQEr] XE[, juaunsy
£V 068978 OPL - £P'068°978'9FL 89°0L8'PTT €8S o 89°0L8PTT €8S Furmouog
TIP66'8SL'S61°T = TIPG6'8SLS61'T 61 156°655980°1 ¥ 61 156'655980°1 SI2MWOISND wolj susodacg
= = - - - - “SIUDLLINASUL [EIDURUL] DATEALID(]
- - - - - - jueg] ensey [edapy o) angg
- - - - - - m-._n_m_.——_—w:._ [EIDUEBUL] pue M_Hmm— o angy
sapmqery
Q0 TIE0SHLEY'T LG'LIL'SLY'69 60°009'PLLLIET L0°LST'FIS'LST'T LBOGS TOL'SE PI99€ T98'BIT'T SI9SSY [0 L
ITOLT 1S0'PT 6E'TRIFIE'0T TL'L8K'989'€ 6T'SS9'E01'PE 80'10€'9L6' 1T 1TpSELTI'TI £ NI §12858 1D
8'TRT'ESL'OT PETEEB6T'S P66 IS ST LETH 1TSS - LETFFITS 6 TNI SI985T XE) PAJa(]
- - = = = = 1988 D[QIBURIU] PUE [[IMPOOD)
LE'SIS'BIES 7 LE'STR'SIES FOLLIDEL'G o YO LLYIEL'6 wawdimba pue Auadoig
- - - - - - Apadoad yuaunsaaug
z 5 - w - - SIIRIDOSSE UL JUSWISIAU]
- - - - - - n.-ﬁ——u_w_._h —._m TUDTNSIAL]
LE666'666'S » LE666'666'S . - [ S]I55E XE] JuaLn;)
- - - - - - mum—m.H_.—qu TUDTLISIALU]
L6 VT IER IZ1T ¥9°969'T10'vY GRSV LLO'T TESER'10T'996'1 6L 68S9TL91 ESSPESLY 6F6'] I NI SIAWOISTD 0) SIOUBAPE PUR SUR0T]
- - - - - - SLI/EL O $2OUBAPE PUE URO]
= = - - - - sjasse Fuipen 10110
= - - - - - SIUDWINASUT [RIJURTL SATEALIAC]
- - - - - - SUONTINSU] [BIDUBUL] PUB NUBE] YILM JUIWIR] ]
00°559'662°01 - 00°559°662°01 00°559°662°01 S 00°559"66T°01 yueg ensey [edaN woij onp pue saouefeg] Aomeg
19°€9T° P65 9PT 2 19°€92°P65 9¥T 08" 168°00L LTI & 057 168°00L'LT1 1uajeambo yses pue yse)
§)8SY
! SSUAN 0) uonISURL L, . OISO [BURL] JO SSUAN . oy
SSAN 12d se Junowy R ——, AVVE) snoiaaag . 2u1s SGUAN Smuado 03 wonIsuRAY JO 13913 dV V) snotaaag AL1ojumerdxy SIR[NIE]
(dvvo snojaad sapun pruasasd porad ysef jo pugy) (uonisuer ], jo geq)
I80T°E0°0€ 1® SV 080T FO° 10 1B 5Y
uopsed [RIduENY JO ) Je3s aq) 1oy uondope SGHAN J0 129139 i)

Tt arftfe wfwea p0za/p0ze | ¥ [



Yo SUaR wufaa facda geur fafes
\f/ JYTS A FFATE AR TATSTATT G G -
SUchly  (@fFEE TR PR U

Explanatory Note

1 Adjustment of Interest receivable from Loans and Advances and Deferred employee expenditure as Asat As at

per NFRS 01.04.2080 30.03.2081
Interest Receivable from Loans and advances 31,1 4‘-?,168.9‘? S’?,ﬁﬂl,] 34.27

Less:Deferred employee expenditure (14,420,579.18) {13,588,437.63)
Total 16,726,589.79 44,012,696.64

2 Asat As at

Adjustment of Deferred Tax due to change in define benefit obligation as per GAAP and NFRS 01.04.2080 30.03.2081
Deferred Tax as per GAAP 9,521,442.87 15,456,949.64
Deferred Tax as per NFRS 9,521,442.87 20,755,282.58
Difference - 5,298,332.94

As at As at

3 Presentation of Deferred employee expenditure under other assets 01.04.2080 30.03.2081
Deferred employee expenditure 14,420,579.18 13,588,437.63

As at As at

4  Adjustment of defined benefit obligation and liability under finance lease 01.04.2080 30.03.2081
Defined Benefi ts obligations as per GAAP 32,406,351.00 42,908,949.40
Defined Benefi ts obligations as per NFRS 32,406,350.97 54,184,617.00

Difference (a) 0.03 (11,275,667.60)
Liabilities under Finance Lease (b) - 7,351,335.03

Total (a+b) 0.03 (3,924,332.57)
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4. Effect of NFRSs adoption for statement of profit or loss and other comprehensive income
For the year ended 30.03.2081
(the latest period presented under previous GAAP)
et of Amount as per
Particulars Explanatory Note Previous GAAP Transition to o
NFRSs NFRSs
Interest income EN1 299,391,129 27,286,107 326,677,236
Interest expense EN2 (166,391,945) (711,641) (167,103,586)
Net interest income 132,999,184 26,574,466 159,573,650
Fee and commission income 13,096,485 - 13,096,485
Fee and commission expense (1,741,250) - (1,741,250)
Net fee and ¢ ission income 11,355,235 - 11,355,235
Net interest, fee and ¢ ission income 144,354,419 26,574,466 170,928,885
Net trading income - - -
Other operating income - - -
Total operating income 144,354,419 26,574,466 170,928,885
Impairment charge/(reversal) for loans and other losses (55,858,189) - (55,858,189)
Net operating income 88,496,230 26,574,466 115,070,696
Operating expense
Personnel expenses EN3 (107,467,208) (12,256,568) (119,723,776)
Other operating expenses EN4 (13,619,463) 4,672,676 (8,946,787)
Depreciation & Amortisation EN 5 (2,515,608) (4,387,366) (6,902,974)
Operating Profit (35,106,049) 14,603,207 (20,502,842)
Non operating income " ” p
Non operaling expense - - -
Profit before income tax (35,106,049) 14,603,207 (20,502,842)
Income tax expense
Current Tax - - -
Deferred Tax EN6 35,935,507 35,298,333 11,233,840
Profit for the year (29,170,542) 19,901,540 (9,269,002)
Other comprehensive income - - -
Total Comprehensive Income (29,170,542) 19,901,540 (9,269,002)
Explanatory Note
For the year ended
1 Adjustment of Interest acerued of loans and advances and staff loans 30.03.2081
Interest on loans and advances acerued but not received 26.453,965.30
Interest accrued on staff loans 832,141.55
27,286,106.85
2 Interest expenses under lease as per NFRS 16 "Lease” (711,641)
3 Adjustment of staff finance exy and d benefit oblig under For the year ended
NFRS 30.03.2081
Finance expense under NFRS (980,901)
additional expenses of define benefit obligation (11,275,668)
Total (12,256,568)
4 House rent adjustment as per NFRS 16 "Lease” 4,672,676.00
5 Depreciation of ROU-Assets as per NFRS 16 "Lease” (4,387,366.38)
6 Additional Deferred tax arises due to adjustment of defined benefit obligation 5,298,332.94
For the year ended
7 Acturial loss/(gain) adjustment 30.03.2081

Actuarial gains/(losses) on defined benefit plans
Income tax relating to above items
Total
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Deferred Tax 4.13
Deferred Tax Cuven} Year
Particulars Deferred Tax Assets Liabilities Net Deferred Tax
- — Assets /(Liabilities)
Deferred tax on temporary differences on following items
Loans and Advances to BFIs -
Loans and Advances to Customers - -
Investment Properties - -
[nvestment Securities - - -
Staff Loan 3,585,510.98 = 3,585,510.98
Property and Equipment - 78,633.89 (78,633.89)
Employees' Defined Benefit Plan 17,136,509.40 - 17,136,509.40
Lease Liabilities 201,193.85 - 201,193.85
Provisions 15,508,671.71 3,368,544.00 12,140,127.72
Other Temporary Differences - - -
Deferred tax on temporary differences 36,431,885.95 3,447,177.88 32,984,708.07
Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate
Net Deferred Tax Asset (LiuhiTitics) as on year end of 2082 32,984,708.07
Recognised in profit or loss 32,984,708.07
Recognised in other comprehensive income -
Recognised directly in equity -
Deferred (Tax Asset)/ Liabilities as on Shrawan 01, 2081 (20,755,282.58)
Origination/(Reversal) during the year (12,229,425.48)
Deferred Tax expense (income) recognized in profit or loss (12,229,425.48)
Deferred Tax expense (income) recognized in OCI =
Deferred Tax expense (income) recognized directly in Equity -
Previous Year
Particulars Deferred Tax Assets Hefeites The Net Deferred Tax
Liabilities
_ - Assets /(Liabilities)
Deferred tax on temporary differences on following items
Loans and Advances to BFls -
Loans and Advances to Customers -
Investment Properties -
Investment Securities "
Property and Equipment (121,244.78)
Employees' Defined Benefit Plan 16,255,385.10 - 16,255,385.10
StafT Loan 4,076,531.29 4,076,531.29
Lease Liabilities 127,899.31 127,899.31
Provisions 4,448,615.18 4,031,903.52 416,711.66
Other Temporary Differences - -
Deferred tax on temporary differences 24,908,430.88 4,153,148.30 20,755,282.58
Deferred tax on carry forward of unused tax losses -
Deferred tax due to changes in tax rate -
Net Deferred Tax Asset (Liabilities) as on year end of 2081 20,755,282.5?
Recognised in profit or loss 20,755,282.58

Recognised in other comprehensive income
Recognised directly in equity

Deferred Tax (Asset)/ Liabilities as on Shrawan 01, 2080

9,521,442.87)

Originaﬁonf('l.lcversal) during the year

(11,233,839.71)

Deferred Tax expense (income) recognized in profit or loss
Deferred Tax expense (income) recognized in OCI
Deferred Tax expense (income) recognized directly in Equity

(11,233,839.71)
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Capital Strucuture and Capital Adequacy

Particulars
F.Y 2081/82
A.Core Capital 127,379,058
1.Paidup capital (Ordinary share 106,148,200
2. Proposed Bonus share -
3. Share premium
4. Non refundable preferance share
5.Statutory general reserve 92,587,348

6. Retained earning

7. CY retained earning as per B/S
8. Capital redemption reserve

9. Share adjustment reserve

10. Calls in advances

11. Other free reserves

Goodwill

(38,371,782)

Deffered tax assets (32,984,708)
fiticious assets
Limit exceeded investment in shares
Purchase of Land & Building in excess of limit & utilized
B.Supplementary Capital 21,526,337
Provisions of loan loss made for pass loan 21,526,337
Additional loan loss provision
Hybrid capital instruments
Unsecured Subordinated Term Debt
Assets revaluation Fund (max. 2% of Supplementary capital is added automatically)
Investment adjustment Fund
Total Capital Fund 148,905,394
Minimum capital Fund to be maintained based on Risk Weighted Assets:
Minimum Capital Fund Required (8.0 % of RWA) 217,017,634
Minimum Core Capital Required (4.0 % of RWA) 108,508,817
Capital Fund maintained ( in %) 5.49%
Core Capital maintained (in %) 4.70%
Capital Fund surplus by -2.51%
Core Capital surplus by 0.70%
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Upakar Laghubitta Bittiya Sanstha Limited

Notes to the Financial Statements
For the Financial Year Ended 32 Asadh, 2082

1. Reporting Entity

Upakar Laghubitta Bittiya Sanstha Limited 'herein referred as Microfinance' was registered at Office
of Company Registrar as Public Limited Company on 2075/04/25 with an authorized capital of NPR
250,000,000 and paid-up capital of NPR 106,148,200. Microfinance is operating its business from
its registered office at Kohalpur, Banke. It had obtained license to carry on business of wholesale
lending of micro credit in Nepal on 2075/10/17 from Nepal Rastra Bank as Class 'D' Licensed
Institution and it commenced its transactions since 2075/12/01. The main objective of Microfinance
is to provide lending to its members to promote the life style of deprived people as described by
Nepal Rastra Bank. The Microfinance is listed on Nepal Stock Exchange and is trading under the
code “ULBSL”.

2. Basis of Preparation
The financial statements have been prepared on going concern basis and under historical cost
conventions except where the standards require otherwise treatment.

2.1 Statement of Compliance

The financial statements of the entity have been prepared in compliance with Nepal Financial
Reporting Standards and Nepal Accounting Standards (hereafter referred as NFRS), laid down
by the Institute of Chartered Accountants of Nepal and in compliance with the requirements of the
Companies Act, 2063, directive issued by NRB and all other applicable laws and regulations and
amendments thereto. The disclosure made in the financial information's have been based on
the formats prescribed by Nepal Rastra Bank. The Financial Statement don't include all of the
information required for a complete set of NFRS financial statements. However, selected
explanatory notes are included to explain events and transactions that are significant to an
understanding of the changes in the microfinance's financial position and performance.

2.2 Reporting period and approval of financial statements
The microfinance follows Nepalese financial year based on Nepali calendar starting from 1st
Shrawan and ending on last day of Ashadh (next year).
These financial statements consist three Statement of Financial Position as of 32™ Ashadh 2082,
31* Ashadh 2081 and 1st Shrawan 2080 as required by NFRS-1, “First-Time Adoption of NFRS”.
The microfinance has also presented two Statement of Profit or Loss and Statement of Other
Comprehensive Income, two statements of Changes in Equity and two Statements of Cash Flows
for the year ended as of 32™ Ashadh 2082 and 31*' Ashadh 2080 along with the necessary and
related notes.
The approval of financial statements of the Microfinance along with the accompanied notes to the
financial statements were adopted by the Board of Directors in it’s the meeting held on 12" Chaitra
2082 and the Board acknowledges its responsibility of preparation of the financial statements. The
approved financial statements have been recommended for approval of the shareholders in the
annual general meeting of the Microfinance.

2.3 Functional and Presentation Currency

The financial statements of the Microfinance are presented in Nepalese Rupees, which is the
currency of the primary economic environment in which the company operates. There was no
change in microfinance's presentation and functional currency during the period under review.

DIy | e e gt q0z4/9029



A% wﬁﬁﬁﬁﬁﬁﬂwm

g FFATE B AR FETAATH T G
wfa g FEEA )

A\

3UhI

L]

2.4 Use of Estimates and Judgements

Microfinance, in order to comply with the financial reporting standards has made accounting
judgements as having potentially material impact on the financial statement. Those judgements
and their impact on the financial statement have been described herein. The management believes
that the estimates used in the preparation of the financial statement are prudent and reasonable.
Actual results may differ from the estimates. Any revision to the accounting estimate is recognized
prospectively in the current and future period.

2.5 Changes in Accounting Policies
Microfinance applies its accounting policies consistently except where deviations have been
explicitly mandated by the applicable accounting standards.

2.6 New Standards issued but not yet effective

ASBN of The Institutes of chartered Accountant of Nepal (ICAN) has already issued New Version
of NFRS 9 “Financial instrument” and NFRS 17 “Insurance contracts” which is effective from FY
2021/22 and F.Y 2024/25 respectively. NFRS 17 “Insurance contracts” does not applicable to banks
and financial institutions. And for NFRS 9 “Financial instrument”, the microfinance has avail
carveout issued by institute of chartered accountant for impairment of loans and advances and
determination of effective interest rate.

2.7 New Standards and interpretation not adopted

All Accounting standards along with carve outs, issued by the Institute of Chartered Accountants of
Nepal (ICAN) has been incorporated which are applicable and material to microfinance.

2.8 Discounting

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

3. Significant Accounting Policies
The accounting policies set out below have been applied consistently to all periods presented in
these Financial Statements, unless otherwise indicated.

3.1 Basis of Measurement

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

Available for sale investments (quoted) are measured at fair value.

| 5 [ |

Liabilities for defined benefit obligations are recognized at the present value of the defined
benefit obligation less the fair value of the plan assets.

[0 Financial assets and financial liabilities held at amortized cost at measured using a rate that
is a close approximation of effective interest rate (EIR).
3.2 Cash and cash equivalents
Cash and Cash Equivalents include cash in hand, balances with Microfinances and money at call
and at short notice. These are subject to insignificant risk of changes in their fair value and are used
by Microfinance in the management 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
a. Recognition
The microfinance iitially recognizes a financial asset or a financial liability in its statement of
financial position when, and only when, it becomes party to the contractual provision of the

instrument. The microfinance initially recognizes loans and advances, deposits, borrowing and
debt securities/ subordinated liabilities issued on the date they are originated which is the
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date that the microfinance becomes party to the contractual provisions of the instruments.
Investment in equity instruments, bonds, debenture, government securities, NRB bond or
deposit auction are recognized in settlement date.

b. Classification
Financial instruments are classified as
I. Financial Assets
II.  Financial liabilities
I.  Financial Assets
The microfinance classifies the financial assets as subsequently measured at amortized
cost or fair value on the basis of microfinance's business model for managing the financial
assets and the contractual cash flow characteristics of the financial assets. The two class
of financial assets are as follow.
1. Financial assets measured at Amortized cost
.. Financial assets measured at Fair value
L  Financial assets measured at Amortized Cost
The microfinance classifies a financial asset measured at amortized cost if both of
the following conditions are met;
[] the financial asset i1s held within a business model whose objective is to hold
financial assets in order to collect contractual cash flows and
[l 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 as fair value are further classified into 2
categories as below.
[1 Financial assets at fair value through profit and loss
[1 Financial assets at fair value through other comprehensive income
a. Financial assets at fair value through profit and loss
Financial assets at fair value through profit and loss (FVTPL) if they are
held for trading or are designated at fair value through profit and loss. Upon
initial recognition, transaction costs are directly attributable to the acquisition
are recognized in profit and loss as incurred. Such assets are subsequently
measured at fair value and changes in fair value are recognized in statement of
profit and loss.
Financial assets at fair value through other comprehensive income
Investment in an equity instruments that are not held for trading and at the
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. Such assets are subsequently measured at fair value
and changes in fair value are recognized in other comprehensive income.
II. Financial liabilities
The microfinance classifies its financial liabilities as follow;
i. Financial liabilities at Fair value through profit and loss
ii. Financial liabilities measured at amortized cost
L  Financial liabilities at Fair value through profit and loss
Financial liabilities are classified as fair value through profit and loss if they are held

D v | s aftis wfvaea 0z9/9029



trading or are designated at fair value through profit and loss. Upon imitial
recognition, transaction costs are directly attributable to the acquisition are
recognized in profit and loss as incurred.

ii. Financial liabilities measured at amortized cost
All financial liabilities other than measure at fair value through profit and loss
are classified as subsequently measured at amortized cost using effective interest
method.
c¢. Measurement
I. Initial measurement
A financial assets or liabilities are measured initially at fair value plus or minus, for an
item not at fair value through profit and loss, transaction costs are directly attributable to
its acquisition or issue. Transaction cost in relation to financial assets and habilities at
fair value through profit and loss are recognized in statement of profit and loss.
II. Subsequent measurement
A financial assets or liabilities are subsequently measured either at fair value or at
amortized cost based on the classification of the financial asset and liability. Financial
assets or liability classified as measured at amortized cost is subsequently measured at
amortized cost using effective interest method. The amortized cost of a financial asset
and liability i1s the amount at which the financial asset or financial liability is measured at
nitial recognition minus principal repayment, plus or minus cumulative amortization
using effective interest method of any difference between that initial amount and the
maturity amount, and minus and reduction for impairment or un collectability financial
assets classified at fair value are subsequently measured at fair value. The subsequent
changes in fair value of financial assets at fair value through profit and loss are recognized
in statement of profit and loss whereas of financial assets at fair value through other
comprehensive income are recognized in other comprehensive income.
III. Derecognition
L  Derecognition of Financial Assets
The microfinance derecognizes a financial asset when the contractual rights to
the cash flows from the financial assets expire, or it transfers the right to receive the
contractual cash flows in a transaction in which substantially all the risks and
rewards of ownership of the financial assets are transferred or in which the
microfinance neither transfer nor retains substantially all the risks and rewards of
ownership and it does not retain control of the financial asset.
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 and liability.
On derecognition of a financial asset, the difference between the carrying amount of
the asset (or the carrying amount allocated to the portion of the asset transferred),
and the consideration received (including any new asset obtained less any new
liability assumed) shall recognized in profit and loss.
In transactions in which microfinance neither retains nor transfers substantially
all the risks and rewards of ownership of a financial asset and it retain control over
the asset, the microfinance continues to recognize the assets 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.
ii. Derecognition of Financial Liabilities
A financial liability is derecognized when the obligation under the liability is
discharged or canceled or expired. When an existing financial liability is replaced
by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is
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treated as a de-recognition of the original liability and the recognition of new
liability. The difference between the carrying value of the original financial liability
and the consideration paid is recognized in statement of profit and loss.

d. Determination of Fair Value

‘Fair value' is the price that would be received to sell an asset or paid to transfer a liability (exit
price) in an orderly transaction between market participants at the measurement date in the
principal or, in its absence, the most advantageous market to which the Microfinance has access
at that date. The fair value of liability reflects its non-performance risk. When available,
Microfinance measures the fair value of an instrument using the quoted price in an active
market for that instrument (Level 01 valuation).

If there is no quoted price in an active market, then Microfinance uses valuation techniques that
maximize the use of relevant observable inputs and minimize the use of unobservable inputs.
The chosen valuation technique incorporates all of the factors that market participants would
take into account in pricing a transaction.

The best evidence of the fair value of a financial instrument at initial recognition is normally
the transaction price - ie. the fair value of the consideration given or received. If the
Microfinance determines that the fair value at initial recognition differs from the transaction
price and the fair value is evidenced neither by a quoted price in an active market for an
identical asset or liability (Level 01 valuation)nor based on a valuation technique that uses only
data from observable markets (Level 02 valuation), then the financial instrument is initially
measured at fair value, adjusted to defer the difference between the fair value at initial
recognition and the transaction price. Subsequently, that difference is recognized in profit or
loss on an appropriate basis over the life of the instrument but not later than when the valuation
is wholly supported by observable market data or the transaction is closed out.
e. Impairment of Financial Assets

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

Initially, the updated standard of NFRS 9: Financial Instruments (in line with NFRSs 2018)
was pronounced by Institute of Chartered Accountants of Nepal (ICAN) to be effective from
16th July 2021. However, due to various reasons including challenges posed by emergence of
COVID, limited time availability and lack of technical expertise, full implementation of NFRS
9 was deferred till FY 2080/81, for banks and financial institutions. Hence, the provisions of
NFRS 9 that includes expected credit loss, is fully effective in the Microfinance from FY
2081/82.

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

The ECL approach results in the early recognition of credit losses because it includes, not only
losses that have already been incurred, but also expected future credit losses — it is a forward-
looking model.

i  Impairment of Financial Assets carried at Amortized Cost
For financial assets carried at amortized cost, such as amounts due from banks, held to
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maturity investments etc., Microfinance first assesses individually whether objective
evidence of impairment exists for financial assets that are individually significant or
collectively for financial assets that are not individually significant. In the event
Microfinance determines that no objective evidence of impairment exists for an
individually assessed financial asset, it includes the asset in a group of financial assets
with similar credit risk characteristics such as collateral type, past due status and other
relevant factors and collectively assesses them for impairment. However, assets that are
individually assessed for impairment and for which an impairment loss is or continues to
be recognized are not included in a collective assessment of impairment.
If there is objective evidence that an impairment loss has been incurred, the amount of
the loss is measured as the difference between the assets' carrying amount and the present
value of estimated future cash flows (excluding future expected credit losses that have
not yet been incurred). The carrying amount of the asset is reduced through the use of
an allowance account and the amount of the loss is recognized in the income statement.
Interest income continues to be accrued on the reduced carrying amount and is accrued
using the rate of interest used to discount the future cash flows for the purpose of
measuring the impairment loss.

If a loan has a variable interest rate, the discount rate for measuring any impairment loss

is the current rate closely approximates effective interest rate. If the Microfinance has

reclassified trading assets to loans and advances, the discount rate for measuring any

impairment loss is the new closely approximates effective interest rate determined at the

reclassification date. The calculation of the present value of the estimated future cash

flows of a collateralized financial assets reflects the cash flows that may result from

foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure

is probable.

Individual assessed Loans and advances

Loans and advances to customers with significant value are assess for individual
impairment testing. For these loans, microfinance considers on a case to case basis
at each reporting date whether there is any objective evidence that a loan is impaired. The
recoverable value of loan is estimated on the basis of realizable value of collateral and the
conduct of the borrower/past experience of the microfinance. Management conclude that
during the reporting period there isn't any customer with signification value for individual
impairment testing.

Collectively assessed Loans and advances

Impairment is assessed collectively to cover losses which has been incurred but not yet
been identified on loans subject to individual assessment or for homogeneous groups
of loans that are not considered individually significant. Assets that are individually
assessed and for which no impairment exists are grouped with financial assets with similar
credit risk characteristics and collectively assessed for impairment For the purpose of
collectively assessment of impairment microfinance has categorized assets as follow.
General Loan

Housing Loan

Foreign Employment Loan

Small Project Loan

Other Loans

Loan loss provision as per direction of NRB

Loan loss provision in respect to non-performing loans and advances are based on
management's assessment of the degree of impairment of the loans and advances, subject
to the minimum provisioning level prescribed in relevant NRB directive. Provision for

OoOooOooag
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loans and advances are made from 1% to 100% of loans outstanding on the basis of
classification of loans and advances.

Categories Amount Rate Provision

Pass 1,926,772,119.00 1% 19,267,721.19
Watchlist 45,172,307.37 5% 2,258,615.37
Restructured 252,683,986.70 5% 12,634,199.34
Sub-standard 31,379,698.16 | 25% 7,844,924 .54
Doubtful 139,422.867.00 | 50% 69,711,433.50
Loss 62,894,976.18 | 100% 62,894 976.18
Total 2,458,325,954.41 174,611,870.11

Movement in Loan loss Provision

Category Previous Year Current Year Movement

Pass 22492212.17 19,267,721.19 (3,224,490.98)
Watchlist 4,940,581.32 2,258,615.37 (2,681,965.95)
Restructured 12,037,223.71 12,634,199.34 596,975.62
Sub-standard 6,394,793.59 7,844.,924.54 1,450,130.96
Doubtful 4,477,796.87 69,711,433.50 65,233,636.63
Loss 73,367,538.31 62,894,976.18 (10,472,562.13)
Total 123,710,145.97 174,611,870.11 50,901,724.14

Particulars Amount

Previous Yecar Loan Loss Provision 123,710,145.97

Additional Provision this Year 294,068,256.91

Write Back of Provision this Year | (243,166,532.77)

Total Loan loss provision 174,611,870.11

3.4 Trading Assets
One of the categories of financial assets at fair value through profit or loss is “held for trading”
financial assets. All financial assets acquired or held for the purpose of selling in the short term or
for which there is a recent pattern of short-term profit taking are trading assets.
3.5 Property, Plant and Equipment

Recognition

Property, plant and equipment are tangible items that are held for use in the production or supply
of services, for rental to others or for administrative purposes and are expected to be used during
more than one period. The Microfinance applies the requirements of the Nepal Accounting Standard
- NAS 16 (Property, Plant and Equipment) in accounting for these assets. Property, plant and
equipment are recognized if it is probable that future economic benefits associated with the asset
will flow to the entity and the cost of the asset can be measured reliably measured.

Measurement

An item of property, plant and equipment that qualifies for recognition as an asset is initially
measured at its cost. Cost includes expenditure that is directly attributable to the acquisition of the
asset and cost incurred subsequently to add to, replace part of an item of property, plant&
equipment. The cost of self-constructed assets includes the cost of materials and direct labor,
any other costs directly attributable to bringing the asset to a working condition for its intended use
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and the costs of dismantling and removing the items and restoring the site on which they are
located. Purchased software that is integral to the functionality of the related equipment is
capitalized as part of computer equipment. When parts of an item of property or equipment have
different useful lives, they are accounted for as separate items (major components) of property,
plant and equipment.

Cost Model

Property and equipment are stated at cost excluding the costs of day—to—day servicing, less
accumulated depreciation and accumulated impairment in value. Such cost includes the cost of
replacing part of the equipment when that cost is incurred, if the recognition criteria are met.
Revaluation Model

Microfinance has not applied the revaluation model to the any class of freehold land and buildings
or other assets. Such properties are carried at a previously recognized GAAP Amount.
Subsequent Cost

The subsequent cost of replacing a component of an item of property, plant 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 day to day servicing of property, plant and equipment are charged to the Statement of Profit or
Loss as incurred.

Depreciation
Depreciation is calculated by using the written down value method on cost or valuation of the

Property & Equipment other than freehold land and leasehold properties. The rates of depreciations
are given below:

Rate of Depreciation per annum (%)

For the year ended For the year ended
Assct Category 16 J:l; 2024 16 J:; 2025
Motor Vehicles 20% 20%
Computer Equipment 25% 25%
Fumniture & Fixtures 25% 25%
Leasehold Properties SLM SLM
Other Fixed Assets 25% 25%

Changes in Estimates

The assets’ methods of depreciation are reviewed, and adjusted if appropriate, at each financial year
end.

Capital Work in Progress

These are expenses of capital nature directly incurred in the construction of buildings, major plant
and machinery and system development, awaiting capitalization. Capital work-in-progress would
be transferred to the relevant asset 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 intended 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, plant and equipment is derecognized on disposal
or when no future economic benefits are expected from its use. The gain or loss arising from
de-recognition of an item of property, plant and equipment is included in the Statement of Profit or
Loss when the item is derecognized

3.6 Goodwill and Intangible Assets
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Recognition

An intangible asset is an identifiable non-monetary asset without physical substance, held for
use in the production or supply of goods or services, for rental to others or for administrative
purposes. An intangible asset is recognized if it is probable that the future economic benefits
that are attributable to the asset will flow to the entity and the cost of the asset can be measured
reliably. An intangible asset is initially measured at cost. Expenditure incurred on an intangible item
that was initially recognized as an expense by the Microfinance in previous annual Financial
Statements or interim Financial Statements are not recognized as part of the cost of an intangible
asset at a later date.

Computer Software & Licenses

Cost of purchased licenses and all computer software costs incurred, licensed for use by the
Microfinance, which are not integrally related to associated hardware, which can be clearly
identified, reliably measured, and it's probable that they will lead to future economic benefits, are
included in the Statement of Financial Position under the category ‘Intangible assets' and carried at
cost less accumulated amortization and any accumulated impairment losses.

Subsequent Expenditure

Expenditure incurred on software is capitalized only when it is probable that this expenditure will
enable the asset to generate future economic benefits in excess of its originally assessed standard of
performance and this expenditure can be measured and attributed to the asset reliably. All other
expenditure is expensed as incurred.

Goodwill is measured at cost less accumulated impairment losses.

Amortization of Intangible Assets

Intangible Assets, except for goodwill, are amortized on a straight-line basis in the Statement
of Profit or Loss from the date when the asset is available for use, over the best of its useful
economic life based on a pattern in which the asset's economic benefits are consumed by the
Microfinance. Amortization methods, useful lives, residual values are reviewed at each financial
year end and adjusted if appropriate. The Microfinance assumes that there is no residual value for
its intangible assets.

De-recognition of Intangible Assets
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 or loss arising on de recognition of an item of
intangible assets is included in the Statement of Profit or Loss when the item is derecognized.

3.7 Investment Property
Investment properties include land or land and buildings other than those classified as property and
equipment and non-current assets held for sale. Generally, it includes land, land and building acquired
by the Laghubitta as non-banking assets but not sold as on the reporting date.

However, Laghubitta does not have Investment Property during the year.

3.8 Income Tax
As per Nepal Accounting Standard- NAS 12 (Income Taxes) tax expense is the aggregate amount
included in 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 income in which case it is recognized in
equity or in other comprehensive income. 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.

Current Tax
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Current tax assets and liabilities consist of amounts expected to be recovered from or paid to Inland
Revenue Department in respect of the current year, using the tax rates and tax laws enacted or
substantively enacted on the reporting date and any adjustment to tax payable in respect of prior years.
Deferred Tax

Deferred tax is provided on temporary differences at the reporting date between the tax bases of assets
and labilities and their carrying amounts for financial reporting purposes. Deferred tax liabilities are
recognized for all taxable temporary differences except:

Where the deferred tax liability arises from the initial recognition of goodwill or of an asset
or liability in a transaction that is not a business combination, and at the time of transaction,
affects neither the accounting profit nor taxable profit or loss.

In respect of taxable temporary differences associated with investments in subsidiaries, where
the timing of the reversal of the temporary differences can be controlled and is probable that the
temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carried forward unused tax
credits and unused tax losses (if any), to the extent that it is probable that the taxable profit will be
available against which the deductible temporary differences, carried forward unused tax credits and
unused tax losses can be utilized except:

Where the deferred tax asset relating to the deductible temporary differences arising from
the initial recognition of an asset or liability in a transaction that is not a business combination,
and at the time of transaction, affects neither the accounting profit nor taxable profit or loss.

In respect of deductible temporary differences associated with investments in Subsidiaries,
deferred tax assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary difference will be utilized.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is probable that sufficient profit will be available to allow the deferred tax asset to be
utilized. Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to
the extent that it has become probable that future taxable profit will allow the deferred tax asset to 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 substantively enacted at the reporting date. Current and deferred tax assets and
liabilities are offset only to the extent that they relate to income taxes imposed by the same taxation
authority.

3.9 Deposits, debt securities issued and subordinated liabilities

Deposits, debt securities issued and subordinated liabilities are Microfinance’s sources of funding.
Deposits include non-interest-bearing deposits, saving deposits, term deposits, call deposits and margin
deposits. The estimated fair value of deposits with no stated maturity period is the amount repayable
on demand. The fair value of fixed interest-bearing deposits is considered as the interest receivable on
these deposits plus carrying amount of these deposits. The fair value of debt securities issued is also
considered as the carrying amount of these debt securities issued. Sub-ordinated habilities are liabilities
subordinated, at the event of winding up, to the claims of depositors, debt securities issued and other
creditors.

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 in to account the
risks and uncertainties surrounding the obligation at that date. Where a provision is measured using
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the cash flows estimated to settle the present obligation, it's carrying amount is determined based
on the present value of those cash flows. A provision for onerous contracts is recognized when the
expected benefits to be derived by 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 the
contract. Provision are not recognized for future operating losses.

Before a provision is established, the Microfinance recognizes any impairment loss on the assets
associated with that contract. The expense relating to any provision is presented in the Statement of
Profit or Loss net of any reimbursement.

3.11 Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to
Microfinance and the revenue can be reliably measured. The following specific recognition criteria
must also be met before revenue is recognized.
Interest
Pursuant to adoption of ECL model, recognition of interest income has been based upon NRB, Guidance
Note on Interest Income Recognition, 2025.
For Stage 1 and Stage 2 Loans and Advances: Interest on gross recognition following the accrual basis
For Stage 3 Loans and Advances: Interest on actual cash receipt basis.

NFRS Requirement

NFRS requires interest income to be recognized using the effective interest method, except for those
classified at fair value through profit or loss. The effective interest method is a method of calculating the
amortized cost of a financial asset and of allocating the interest income over the expected life of the
financial instrument. The effective interest rate is the rate that exactly discounts the estimated future cash
payments or receipts over the expected life of the financial instrument or, when appropriate, a shorter
period, to the net carrying amount of the financial asset or financial liability. The effective interest rate
is calculated on initial recognition of the financial asset or liability by estimating the future cash flows
after considering all the contractual terms of the instrument but not future credit losses. The calculation
includes all amounts expected to be paid or received by the Microfinance including expected early
redemption fees and related penalties and premiums and discounts that are an integral part of the overall
return. Once financial asset or a group of similar financial assets has been written down as a result of an
impairment loss, interest income is recognized using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.

Fee and Commission Income

Fees earned for the provision of services over a period of time are accrued over that period. These fees
include Service fees, commission income. Loan syndication fees are recognized as revenue when the
syndication has been completed and the Microfinance retained no part of the loan package for itself,
or retained a part at the same effective interest rate as for the other participants. Portfolio and other
management advisory fees and service distribution fees are recognized based on the applicable
contracts, usually on a time apportionment basis.

Dividend Income
Dividend income on equity instruments is recognized in the statement of profit and loss within other
income when the Microfinance's right to receive payment is established.

However, Laghubitta does not have any Investment in Equity Instruments during the year.

Net Trading Income
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Net trading income comprises gains less losses relating to trading assets and liabilities, and includes all
realized interest, dividend and foreign exchange differences as wells as unrealized changes in fair value
of trading assets and liabilities.

Net Income from other financial instrument measured at fair value through Profit or Loss

Trading assets such as equity shares and mutual fund are recognized at fair value through profit or loss.
Microfinance has not categorized any financial assets at FVTPL. Thus, Microfinance has no income under
the heading net income from other financial instrument at fair value through profit or loss.

However, the Laghubitta does not have any Investment in equity shares and mutual fund during
the year.

3.12 Interest Expense

For financial liabilities measured at amortized cost using the rate that closely 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 financial lability.

3.13 Employee Benefits
Employee benefits include:
[1 Short-term employee benefits such as the following, if expected to be settled wholly before twelve months
after the end of the annual reporting period in which the employees render the related services:
1. Wages, salaries and social security contributions;
ii. Paid annual leave and paid sick leave;
ili. Profit sharing and bonuses, and
iv. Non-monetary benefits (such as medical care, housing, cars and free or subsidized goods or services) for
current employees;
Short term employee benefits are measured on an undiscounted basis and are expensed as the related
service is provided. A lability 1s recognized for the amount expected to be paid under short term cash
bonus or profit-sharing plans if the Microfinance has present legal or constructive obligation to pay this
amount as a result of past service provided by the employee and the obligation can be estimated reliably.
[l Post-employment benefits, such as the following:
i. Retirement benefits (eg: pensions, lump sum payments on retirement); and
i.. Other post-employment benefits such as post-employment life insurance and post- employment
medical care;
[1  Other long-term employee benefits and
[J Termination benefits
Post employments benefits are as follows:

Defined Contribution Plans

A defined contribution plan is a post-employment benefit plan under which a Microfinance pays fixed
contribution into a separate entity (a fund) and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to employee
services in the current and prior periods, as defined in Nepal Accounting Standards — NAS 19 (Employee
Benefits).

The contribution payable by the employer to a defined contribution plan in proportion to the services
rendered to Microfinance by the employees and is recorded as an expense under ‘Personnel expense' as and
when they become due. Unpaid contributions are recorded as a liability under ‘Other Liabilities'.
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Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.
Accordingly, staff gratuity has been considered as defined benefit plans as per Nepal Accounting
Standards — NAS 19 (Employee Benefits).

Gratuity

In compliance with Labor Act, 2074, provision is made in the account year of service, for gratuity
payable to employees who joined Microfinance on a permanent basis.

An actuarial valuation is carried out to ascertain the full liability under gratuity.

Unutilized Accumulated Leave

Microfinance's liability towards the accumulated leave which is expected to be utilized beyond one year
from the end of the reporting period is treated as other long term employee benefits. Microfinance's net
obligation towards unutilized accumulated leave is calculated as the amount of future benefit that
employees have earned in return for their service in the current and prior periods to determine such
benefits. An actuarial valuation is carried out to ascertain the full liability under gratuity.

3.14 Leases

The determination of whether an arrangement is a lease, or it contains a lease, is based on the
substance of the arrangement and requires an assessment of whether the fulfillment of the arrangement
is dependent on the use of a specific asset or assets and the arrangement conveys a right to use the
asset.

NFRS 16 “Lease” is effective for annual periods beginning on or after 1 Shrawan 2080. NFRS 16 is
the new accounting standard for lease and replace NAS 17 and IFRIC 4 Determining whether an
arrangement contains a lease. The new standard removes the distinction between operating or finance
lease for lease accounting, resulting in all leases being treated as a finance lease. After identifying
agreement contain a lease, microfinance has recognized a right of use assets (ROU) representing its
right to use the underlying assets and lease liability representing its obligation to make lease payments.
The microfinance has adopted modified retrospective approach. Under the modified retrospective
approach, for leases previously classified as operating leases, the lease liability is measured at the
present value of the remaining lease payments and discounted using the incremental borrowing rate at
the date of initial application. The right-of-use asset (ROU) is measured at an amount equal to lease
liability adjusted by operating lease liability as per NAS 17 relating to that lease at the initial
application. Right-of-use assets are measured at cost, less any accumulated depreciation. The right-of-
use assets are depreciated on a straight-line basis over the remaining lease term. The discount rate
that is used to measure the liability is the incremental borrowing rate for the microfinance as the rate
implicit in the lease cannot be readily determined. The incremental borrowing rate is determined by
using a rate that is readily observable, such as the standard borrowing rate for microfinance like bank
borrowing rate.

3.15 Share capital and reserves
Share capital and reserves are different classes of equity claims. Equity claims are claims on the
residual interest in the assets of the entity after deducting all its liabilities. Changes in equity
during the reporting period comprise income and expenses recognized in the statement of financial
performance; plus, contributions from holders of equity claims, minus distributions to holders of equity
claims.
a. Share Capital

Ordinary Shares in the Microfinance are recognized at the amount paid per ordinary share. Shares of
Upakar Laghubitta Bittiya Sanstha Ltd are listed at Nepal Stock Exchange Ltd. The holders of ordinary
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shares are entitled to vote 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
ordinary shares. Dividends on ordinary shares classified as equity are recognized in equity in the period
in which they are declared. The shares issue expenses in respect of Bonus Shares which can be avoided
for the issue was charged in the year of issue directly through equity (under Retained Earnings) and
disclosed in the statement of changes in equity.

Statutory General Reserve

The microfinance has to set aside as a general reserve 20% of net profit as per the BAFIA Act and 50%
of additional amount of Cash Dividend and Bonus Shares if declared and distributed in excess of 15% as
per point no 13 of directive no:1/081 issued by NRB.

Movement in Statutory General Reserve during the Fiscal Year:

Particulars Amount
Opening Balance as on 1st Shrawan 2081 89.401,712.80
Amount transferred during this period
a.20% Of Net profit as per NFRS 3,185,634.80
b.50% of Dividend in excess of 15% -
Closing Balance as on Asadh end 2082 92,587,347.61

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.

Corporate social responsibility reserve
The microfinance has to set aside 1% of net profit and 10% of additional amount of Cash Dividend and

Bonus Shares if declared and distributed in excess of 15% in CSR reserve in compliance of point no 14
of directive no 6/081 issued by NRB.

Movement in Corporate social responsibility reserve during the Fiscal Year:

Particulars Amount
Opening Balance as on 1st Shrawan 2081 -

Add: Amount transferred during this period
a. 1% Of Net profit 159,281.74
b. 10% of Dividend in excess of 15% of dividend declared -
Less: CSR expenses made during the year -
Closing Balance as on Asadh end 2082 159,281.74

e. Client Protection Fund

The microfinance has to set aside 1.5% of net profit and 35% of additional amount of Cash
Dividend and Bonus Shares if declared and distributed in excess of 15% in client protection fund
in compliance of point no 1(Ja) of directive no 4/081 issued by NRB.

Movement in Client protection fund during the Fiscal Year:

Particulars Amount
Opening Balance as on 1st Shrawan 2080 5,256,776.18
Add: Amount transferred during this period
a. 1.5% Of Net profit 238,922.61
Sssss -
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sb. 35% of Dividend in excess of 15% of dividend declared
Less: CPF expenses made during the year(Net of Interest) (1,364,602.69)
Closing Balance as on Asadh end 2082 4,131,096.10

f. 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 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/(Gain) etc.
Movement in Regulatory reserve during the Fiscal Year:
Particulars Amount
Opening Balance as on 1st Shrawan 2081 97,933,384.65
Interest Suspense (refer note below) 12,954,081.45
Investment property provision/(Non-banking assets) -
Actuarial loss/Gain -
Fair value reserve recognized in OCI -
Deferred tax assets 12,229,425.48
Transfer to Retained Earning (19,576,968.00)
Cbsing Balance as on Asadh end 2082 103,539,923.59
Movement in Regulatory Reserve
Fiscal Inh.arest R'-’St;l:;lf“l"?d p:}mtau Ac::'l:;inl F::;::‘If:e Deferred Tax T;{?:::f;;o Total
Year receivable Re;cel;:::ged on NBA Gain re;:agn(l;ed Assets S wini e
Transition | 31,147,16897 | 10,067,537.80 0% - - 9,521,442.87 50,736,149.64
80/81 | 26,453,96530 | 9,509,430.00 0% = - 11,233,839.71 47,197,23501
81/82 | 12,954,08145 . 0% - - 12,229,42548 | (19,576,968.00) | 5,606,538.94
Total | 70,555,21572 | 19,576,96780 | 0% 2 2 32,984,708.07 | (19,576,968.00) | 103,539,923.59
g. Other Reserves
Any other reserve created with specific or non-specific purpose are presented under this by
disclosing account heads which includes employee training fund and actuarial loss/(gain).
Particulars Amount
Opening Balance as on 1st Shrawan 2081 16,13,827.68
Add: Amount transferred during this period 61,253.44
Less: Expenses Made 1,24,800.00
Closing Balance as on Asadh end 2082 15,50,281.12
h. Dividend on Ordinary Shares

The board of microfinance has recommended not to distribute any Dividend for the reported year
2081-82. This proposal is subject to the ratification by the Annual General Meeting of the
shareholders.

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

Earnings per share is calculated and presented in Statement of profit or loss.

3.17 Segment reporting
An operating segment is a component of an entity:

T That engages in business activities from which it may earn revenues and incur expenses
(including revenues and expenses relating to transactions with other components of the same
entity),

T Whose operating results are regularly reviewed by the entity's chief operating decision maker
to make decisions about resources to be allocated to the segment and assess its performance,
and

O For which discrete financial information is available.

Not every part of an entity is necessarily an operating segment or part of an operating segment. For
example, a corporate headquarters or some functional departments may not earn revenues or may
earn revenues that are only incidental to the activities of the entity and would not be operating
segments. For the purposes of this NFRS, an entity's post-employment benefit plans are not
operating segments.

Since, the Microfinance operations are limited to Lumbini Province, management has not identified
any distinct business segments

4. Schedules to Financial Statement

4.1 Cash and Cash Equivalent

Particulars Current Year Previous Year Restated
Cash in Hand 42,700.00 6,000.00 5,050.00
Balances with BFIs 364,472,802.14 246,588,263.61 127,695,841.50
Money at Call and Short Notice = = =
Other = - -
Total 364,515,502.14 246,594,263.61 127,700,891.50

4.2 Statutory Balances and due from Nepal Rastra Bank

Particulars Current Year Previous Year Restated
Statutory Balances with NRB = = =
Statutory balances with BFIs 14,299,655.00 10,299,655.00 10,299,655.00
Securities purchased under Resale Agreement - = -
Other Deposit and Receivable from NRB “ % o
Total 14,299,655.00 10,299,655.00 10,299,655.00
4.3 Placements with Financial Institutions

Particulars Current Year Previous Year Restated

Placement with Domestic FIs
Less: Allowances for Impairment

Total

4.4 Derivative Financial Instruments
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Particulars

Current Year

Previous Year

Restated

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

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

Total

4.5 Other Trading Assets

Particulars

Current Year

Previous Year

Restated

“Treasury Bills
Government Bonds
NRB Bonds
Domestic Corporate Bonds
Equities
Other Trading Assets

Total

Pledged
Non-pledged

4.6 Loans and Advances to MFIs & Cooperatives

Particulars

Current Year

Previous Year

Loans to Microfinance Institutions
Loans to FIs

Loans to Cooperative

Less: Allowances for Impairment
Other

Less: Allowances for Impairment

Total

4.6.1 Allowances for Impairment

Balance at 1%t Shrawan

Impairment Loss for the year:
Charge for the year
Recovery/Reversal

Amount Written Off

Balance at Asar End

4.7 Loans and Advances to Customers

Particulars

Current Year

Previous Year

Restated

Loans and Advances measured at Amortized Cost
Less: Impairment Allowances

2,549,075,666.99

2,245,141,270.90

2,034,053,892.34

Collective Impairment (174,611,870.13) (123,710,145.97) (67,851,957.02)
Individual Impairment - = -
Net Amount 2,374,463,796.86 2,121,431,124.93 1,966,201,935.32
4.7.1: Analysis of Loans and Advances - By Product
Particulars Current Year Previous Year Restated

Product
Term Loans
Short term Loan
Long term Loan
Hire Purchase Loans
Personal Residential Loans

D 3|« arfie wfvees Q0z4/2029

2,458,325,954.95

2,177,628,574.26

1,993,827,302.55



Staffs Loans 12,586,543.72 9,911,562.37 9,079,420.82

Other = - -
Sub-Total 2,470,912,498.67 2,187,540,136.63 2,002,906,723.37
Interest Receivable 78,163,168.32 57,601,134.27 31,147,168.97
Grand Total 2,549.075,666.99 2,245,141,270.90 2,034,053,892.34
4.7.2: Analysis of Loans and Advances - By Collateral
Particulars Current Year Previous Year Restated
Secured

Immovable assets
Govemment guarantee

Collateral of Government securities
Collateral of Fixed Deposit Receipt

Group guarantee
Personal guarantee

Other collateral

12,586,543.72

9,911,562.37

9,079,420.82

Subtotal

12,586,543.72

9,911,562.37

9,079,420.82

Unsecured

Grand Total

12,586,543.72

9,911,562.37

9,079,420.82

Particulars

Current Year

Previous Year

Restated

Specific Allowance for Impairment

Balance at 15! Shrawan
Impairment Loss for the year
Charge for the year

Recoveries/Reversals during the year

Write-Offs
Other Movement

Balance at Asar End

Collective Allowances for Impairment

Balance at 15! Shrawan

Impairment Loss for the year
Charge/(Reversal) for the year

Other Movement

Balance at Asar End

123,710,145.97
50,901,724.14

174,611,870.11

67,851,957.02

55,858,188.95

123,710,145.97

66,016,622.41

1,835,334.61

67,851,957.02

Total Allowances for Impairment

174,611,870.11

123,710,145.97

67,851,957.02

4.9 Current Tax Assets

Particulars

Current Year

Previous Year

Restated

Current Tax Assets

Current year Income Tax Assets
Tax Assets of Prior Periods
Current Tax Liabilities

Current year Income Tax Liabilities
Tax Liabilities of Prior Periods

19,158,606.92

8,721,557.45

Total

19,158,606.92

8,721,557.45
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Goodwill and Intangible Assets 4.12

Particulars Software

Purchased Developed

Goodwill Other Total Asar end 2082 Total Asar end 2081

Cost

As on 1% Shrawan, 2080 - = = = = 3
Addition during the year s
Acquisition - - = - < -
Capitalization - - - - -
Disposal during the year - - &
Adjustment/Revaluation o - 2

Balance as on Asar end 2081 - = - = - "
Addition during the Year

Acquisition - - - - 2 -
Capitalization - 5 - = - z
Disposal during the year = 2 = = = &
Adjustment/Revaluation - - - . - "

Balance as on Asar end 2082 - = & - &

Amortization and Impairment

As on 1% Shrawan . 2080 - - - - - -
Amortization charge for the year - & - - = i
Impairment for the year 5 z - - & &
Disposals - 2 - = - 2
Adjustment " - - < - -
As on Asar end 2081 - - - - - -
Impairment for the year 3 = = & = <
Amortization charge for the year = 5 = - & =
Disposals . 5 - - - "
Adjustment - " - - - -

As on Asar end 2082 - - - - - -

Capital Work in Progress
Net Book Value - - - - - -

As on Asar end 2080 - - - “ - -

As on Asar end 2081 = = N _ - s

As on Asar end 2082 = = = = = =

Deferred Tax 4.13

Current Year
Net Deferred Tax
Assets /(Liabilities)

Deferred Tax
Assets

Deferred Tax

Particulars Liabilities

Deferred tax on temporary differences on following items

Loans and Advances to BFIs =
Loans and Advances to Customers - -
Investment Properties % = z
Investment Securities - -
Staff Loan 3,585,510.98 -
Property and Equipment - 78.633.89

3,585,510.98
(78,633.89)

Employees' Defined Benefit Plan
Lease Liabilities

Provisions

Other Temporary Differences

17,136,509.40 -

201,193.85
15,508,671.71

3,368,544.00

17,136,509.40
201,193.85
12,140,127.72

Deferred tax on temporary differences

36,431,885.95

3,447,177.88

32,984,708.07

Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate

Net Deferred Tax Asset (Liabilities) as on year end of 2082

32,984,708.07

Recognized in profit or loss

Recognized in other comprehensive income
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Recognized directly in equity =

Deferred (T'ax Asset)/ Liabilities as on Shrawan 01, 2081 (20,755,282.58)

Origination/Reversal) during the year (12,229,425.48)

Deferred Tax expense (income) recognized in profit or loss (12,229,425.48)

Deferred Tax expense (income) recognized im OCI -

Deferred Tax expense (income) recognized directly in Equity -

Previous Year

Particulars Defj{:;‘f’“ Dle‘f;’:i"i‘i‘ﬁ?:‘ Net Deferred Tax
’ ) Assets /(Liabilities)

Deferred tax on temporary differences on following items

Loans and Advances to BFIs -
Loans and Advances to Customers -
Investment Properties S
Investment Securities &
Property and Equipment (121,244.78)
Employees' Defined Benefit Plan 16,255,385.10 - 16,255,385.10
Staff Loan 4,076,531.29 4,076,531.29
Lease Liabilities 127,899.31 127,899.31
Provisions 4,448,615.18 4,031,903.52 416,711.66
Other Temporary Differences = -
Deferred tax on temporary differences 24,908.,430.88 4,153,148.30 20,755,282.58

Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate

Net Deferred Tax Asset (Liabilities) as on year end of 2081

20,755,282.66

Recognized i profit or loss
Recognized in other comprehensive income
Recognized directly in equity

20,755,286.66

Deferred Tax (Asset)/ Liabilities as on Shrawan 01, 2080

(9,521,442.87)

Origination/Reversal) during the year

(11,233,839.71)

Deferred Tax expense (income) recognized i profit or loss
Deferred Tax expense (income) recognized in OCI
Deferred Tax expense (income) recognized directly in Equity

(11,233,839.71)

4.14 Other Assets

Particulars Current Year Previous Year Restated
Assets held for Sale - - -
Other Non-Banking Assets - - -
Bills Receivable - - -
Accounts Receivable 311,070.19 446,195.47 396,978.98
Accrued Income - - -
Prepayments and Deposits 2,892,896.13 2,550,233.84 2,909,970.94
Income Tax Deposit 10,799,999.87 5,999,999 87 8,419,381.70
Deferred Employee Expenditure 11,228,479.99 13,439,678.40 14,420,579.18
Other 6,687,645.45 7,615,062.39 7,956,744.49
a. Right of Use Assets 5,649,385.95 6,925,003.98 7,555,721.90
b. Other 1,038,259.50 690,058.41 401,022.59
Total 31,920,091.63 30,051,169.98 34,103,655.29

4.15 Due to Banks and Financial Institutions

Particulars
Borrowing from BFIs - = -
Settlement and Clearing Accounts = g -
Other % & &
Total = i 2

Current Year Previous Year Restated
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4.16 Due to Nepal Rastra Bank

Particulars

Current Year

Previous Year

Restated

Refinance from NRB

Standing Liquidity Facility

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

Total

4.17 Derivative Financial Instruments

Particulars

Current Year

Previous Year

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

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

Total

4.18 Deposits from Customers

Particulars

Current Year

Previous Year

Institutional Customers:
Term Deposits.
Call Deposits
Current Deposits.
Others.

Individual Customers:
Term Deposits
Saving Deposits
Current Deposits
Others

1,402,729,492.49

1,195,758,994.12

1,086,559,951.19

Total

1,402,729,492.49

1,195,758,994.12

1,086,559,951.19

4.19 Borrowings

Particulars

Current Year

Previous Year

Restated

Domestic Borrowings
Nepal Government
Other Institutions
Other

924,966,033.49

746,826,890.43

583,224,870.68

Sub Total

924,966,033.49

746,826,890.43

583,224,870.68

Foreign Borrowings
Foreign Banks and Financial Institutions
Multilateral Development Banks
Other Institutions.
Sub Total

Total

924,966,033.49

746,826,890.43

583,224,870.68

4.20 Provisions

Particulars

Current Year

Previous Year

Provisions for Redundancy

Provisions for Restructuring

Pending Legal Issues and Tax Litigation
Onerous Contracts

Other

334,500.00

334,500.00

223,000.00

Total

334,500.00

334,500.00

223,000.00
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4.20.1: Movement in Provision

Particulars Current Year Previous Year Restated
Balance at 1%t Shrawan 334,500.00 223,000.00 -
Provisions made during the year 334,500.00 334,500.00 223,000.00
Provisions used during the year (334,500.00) (223,000.00)

Provisions reversed during the year - - -
Unwind of Discount - - -
Balance at Asar end 334,500.00 334,500.00 223,000.00
4.21 Other Liabilities

Particulars Current Year Previous Year Restated
Liabilities for employees defined benefit obligations 173,235,028.25 38,608,091.00 17,980,320.00
Liabilities for long service leave 15,517,076.00 15,576,526.00 14,426,031.00
Short term employee benefits - 1,127,683.00 -
Bills payable - - -
Creditors and accruals 1,317,631.18 133,775,512.61 115,721,493.59
Interest payable on deposits - - -
Interest payable on borrowing 1,451,200.81 721,086.00 1,093,567.00
Liabilities on deferred grant income - - -
Unpaid Dividend - - -
Liabilities under Finance Lease 6,320,032.12 7,351,335.03 7,555,721.90
Employee bonus payable 3,539,706.71 1,000,000.12 2,439,663.12
Other Liabilities 7,507,305.80 41,064,115.93 53,061,159.20
Total 208,887,980.89 239,224,349.69 212,277,955.81
4.21.1: Defined Benefit Obligation

The amounts recognized in the statements of financial positions are as follows :

Particulars Current Year Previous Year Restated
Present value of funded obligations 173,235,028.25 36,608,091.00 17,980,320.00
Total present valie of obligations 173,235,028.25 36,608,091.00 17,980,320.00
Fair value of plan assets - - -
Present value of net obligations 173,235,028.25 36,608,091.00 17,980,320.00
Recognized liability for defined benefit obligations 173,235,028.25 36,608,091.00 17,980,320.00
4.21.2: Plan Assets

Plan assets comprise

Particulars Current Year Previous Year Restated
Equity securities - - -
Government bonds - - s
Bank deposit - - -
Other - - -
Total - - -
Actual return on plan assets

4.21.3: Movement in the present value of defined benefit obligations

Particulars Current Year Previous Year Restated
Defined benefit obligations at 15t Shrawan 35,075,336.00 14,447,565.00 14,447,565.00
Actuarial losses - - -
Benefits paid by the plan (1,944,582.00) (765,016.80) -
Current service costs and interest 4,941,113.00 21,392,787.80 -
Defined benefit obligations at Asar end 38,071,867.00 35,075,336.00 14,447,565.00
4.21.4: Movement in the fair value of plan assets

Particulars Current Year Previous Year Restated

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

Expected return on plan assets
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Fair value of plan assets at Asar end

4.21.5: Amount recognized in profitor loss

Particulars

Current Year

Previous Year

Current service costs
Interest on obligation
Expected return on plan assets

4,941,113.00

21,392,787.90

Total

4,941,113.00

21,392,787.90

4.21.6: Amount recognized in other comprehensive income

Particulars

Current Year

Previous Year

Actuarial (gain)/loss

Total

4.21.7: Actuarial assumptions

Particulars

Current Year

Previous Year

Restated

Discount rate

Expected return on plan asset
Future salary increase
Withdrawal rate

7.00%
0.00%
6.00%
4.00%

0.00%
0.00%
0.00%
0.00%

0.00%
0.00%
0.00%
0.00%

4.22 Debt securities issued

Current Year

Previous Year

Restated

Debt securities issued designated as at fair value through profit
or loss

Debt securities issued at amortized cost

Total

4.23 Subordinated Liabilities

Particulars

Current Year

Previous Year

Redeemable preference shares
Irredeemable cumulative preference shares
(liabilities component

Other

Total

4.24 Share capital

Particulars

Current Year

Previous Year

Restated

Ordinary shares
Convertible preference shares (equity component

only)
Irredeemable preference shares (equity component
only)

Perpetual debt (equity component only)

106,148,200.00

106,148,200.00

106,148,200.00

Total

106,148,200.00

106,148,200.00

106,148,200.00

4.24.1: Ordinary Shares

Particulars

Current Year

Previous Year

Restated

Authorized Capital
25,00,0000rdinary share of Rs. 100 each

Issued capital
10,61,482 Ordinary shares of Rs. 100 each

Subscribed and paid-up capital
10,61,482 Ordinary shares of Rs. 100 each

250,000,000.00
106,148,200.00

106,148,200.00

250,000,000.00
106,148,200.00

106,148,200.00

250,000,000.00
106,148,200.00

106,148,200.00

Total

106,148,200.00

106,148,200.00

106,148,200.00
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4.24.2: Ordinary share ownership

Particulars Current Year Previous Year
Percent Amount Percent Amount
Domestic ownership
Nepal Government 0.00% - 0.00% -
Promoter Shares 64.00% 67,934,848.00 64.00% 67,935,000.00
"A" class licensed institutions 0.00% - 0.00% -
Other licensed mstitutions 0.00% - 0.00% -
Other Institutions 0.00% - 0.00%
Public 36.00% 38,213,352.00 36.00% 38,213,200.00
Other 0.00% - 0.00%
Foreign ownership 0.00% B -
Total 100% 106,148,200.00 100% 106,148,200.00
Details of Shareholders holding more than 0.5%
Restated As at
As at Adhadh end 2082
Particulars Ashadh End 2081 1st Shrawan 2080
Percent Amount Percent Amount | Percent Amount
Prabhu Bank Limited 9.14% 9,705,000.00 9.14% | 9,705,000.00 9.14% | 9,705,000.00
Mahila Upakar Munch 42 88% | 45,516,450.00 42 88% | 45,516,450.00 | 42.88% | 45,516,450.00
Madhav Dev Panta 0.00% - 0.00% - 0.54% 568389.50
Subhash Karki 0.00% - 2.56% | 2,719,347.00 0.00% -
Dilliswar Karki 0.00% - 1.66% 1,766,300.00 0.00% -
Anil Khatiwada 0.00% - 0.78% 831,300.00 0.00% -
Monika Thapa 0.00% - 0.60% 636,200.00 0.00% -
Durga Sharma 0.91% 970,500.00 0.91% 970,500.00 0.91% 970,500.00
Shanta Karki 0.91% 970,500.00 0.91% 970,500.00 0.91% 970,500.00
Smarika Parajuli 091% 970,500.00 0.91% 970,500.00 0.91% 970,500.00
Anjana Dhital 091% 970,500.00 0.91% 970,500.00 0.91% 970,500.00
Nirmala Mahat 091% 970,500.00 0.91% 970,500.00 0.91% 970,500.00
Gayatri Giri 0.91% 970,500.00 0.91% 970,500.00 0.91% 970,500.00
Sarada Kumari Khatri 0.91% 970,500.00 0.91% 970,500.00 0.91% 970,500.00
Indira Ghimire 1.37% 1,455,750.00 1.37% 1,455,750.00 1.37% 1,455,750.00
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Particulars

Current Year

Previous Year Restated

Statutory general reserve

Capital reserve

Exchange equalization reserve
Investment adjustment reserve
Corporate social responsibility reserve
Client Protection Fund

Capital redemption reserve
Regulatory reserve

Restructured and Rescheduled Reserve
Dividend equalization reserve
Debenture Redemption reserve

Other reserve

92,587,347.61

159,281.74
4,131,096.10
103,539,923.59

1,489,027.80

89,401,712.80  89,401,712.80

- 146,038.70
5,256,776.18 7,093,079.04

97,933,384.65  50,736,149.64

1,613,827.68 -

Total

201,906,676.83

194,205,701.31  147,376,980.17

4.26 Contingent liabilities and commitments

Particulars

Current Year

Previous Year Restated

Contmmgent liabilities

Undrawn and undisbursed facilities
Capital commitment

Lease Commitment

Litigation

Others

Total

4.26.1: Contingent Liabilities

Particulars

Current Year

Previous Year Restated

Acceptance and documentary credit
Bills for collection

Forward exchange contracts
Guarantees

Underwriting commitment

Other commitments

Total

4.26.2: Undrawn and undisbursed facilities

Particulars

Current Year

Previous Year Restated

Undisbursed amount of loans
Undrawn limits of overdrafts
Undrawn limits of credit cards
Undrawn limits of letter of credit
Undrawn limits of guarantee

Total

4.26.3: Capital commitments

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

statements

Particulars

Current Year

Previous Year Restated

Capital commitments in relation to Property and Equipment

Approved and contracted for
Approved but not contracted for
Sub total

Capital commitments in relation to Intangible assets

Approved and contracted for
Approved but not contracted for
Sub total
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Total

4.26.4: Lease commitments

Particulars

Current Year

Previous Year

Restated

Operating lease commitments

Future minimum lease payments under non-cancellable operating lease, where the bank is lessee

Not later than 1 year

Later than 1 year but not later than 5 years
Later than 5 years

Sub total

Finance lease commitments

Future mmimum lease payments under non-cancellable operating lease, where the bank is lessee

Not later than 1 year

Later than 1 year but not later than 5 years
Later than 5 years

Sub total

Grand total

Lease commitment if any have been calculated as per NFRS 16

4.26.5: Litigation
No any litigation of contingent liabilities has been incurred yet.

4.27 Interest Income

Particulars

Current Year

Previous Year

Cash and cash equivalent

Due from Nepal Rastra Bank

Placement with bank and financial institutions

Loan and advances to bank and financial institutions

5,022,791.64

Loans and advances to customers 341,182,160.67 320,822,302.59
Investment securities a -

Loan and advances to staff 1,636,734.36 832,141.55
Other 4,092,903.37 -

Total interest income 346.,911,798.40 326,677,235.78

4.28 Interest Expenses

Particulars

Current Year

Previous Year

Due to bank and financial institutions
Due to Nepal Rastra Bank

Deposits from customers 103,050,258.00 91,607,377.20
Borrowing 66,367,077.80 74,784,567.95
Debt securities ssued - »
Subordinated liabilities . ~

Other 670,321.19 711,640.67
Total Interest expense 170,087,656.99 167,103,585.82

Others include interest expense on {inance lease as per NFRS-16 "Lease”

4.29 Fees and Commission Income

Particulars

Current Year

Previous Year

S =R

Loan admmistration fees

Service fees

Commitment fees

Card Issuance fees

Prepayment and swap fees
Remittance fees

Brokerage fees

Other fees and commission income

T arfdies ufaags 20249/3023

21,802,469.92

35,836.05

2,203,883.82

10,499,477.95

2,597,007.23



Total Fees and Commission Income

24,042,189.79

13,096,485.18

4.30 Fees and Commission Expense

Particulars Current Year Previous Year
Brokerage z =
Other fees and commission expense - 1,741,250.00
Total Fees and Commission Expense - 1,741,250.00

4.31 Net Trading income

Particulars

Current Year

Previous Year

Changes in fair value of trading assets
Gam/loss on disposal of trading assets
Interest income on trading assets
Dividend income on trading assets
Gam/loss foreign exchange transaction
Other

Net trading income

4.32 Other Operating Income

Particulars

Current Year

Previous Year

Foreign exchange revaluation gain

Gain/loss on sale of investment securities
Fair value gain/loss on investment propertics
Dividend on equity nstruments

Gain/loss on sale of property and equipment
Gam/loss on sale of investment property
Operating lease mcome

Gain/loss on sale of gold and silver

Other

Total

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

Particulars

Current Year

Previous Year

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

50,901,724.13

55,858,188.95

Total

50,901,724.13

55,858,188.95

4.34 Personnel Expenses

Particulars Current Year Previous Year
Salary 49,594,070.00 50,197,142.00
Allowances 33,234,021.58 30,050,762.00
Gratuity Expense 4,941,113.00 21,392,787.80
Provident Fund 4,688,123.00 4,643,049.00
Uniform ) 1,234,000.00
Training & development expense 2,536,448.80 670,548.00
Leave encashment 2,611,686.00 3,436,875.83
Medical - -
Insurance 2,969,201.55 3,796,773.64
Employees incentive B n
Cash-settled share-based payments B B
Pension expense o -
Finance expenses under NFRS 2,211,198.41 980,900.77
Other expenses related to staff 4,494 ,932.00 3,320,937.00
Subtotal 107,280,794.34 119,723,776.05
Employees Bonus 2,539,706.61 -
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Grand total 109,820,501.05 119,723,776.05
4.35 Other Operating Expense

Particulars Current Year Previous Year
Directors' fee 469,780.00 425,000.00
Directors' expense 121,886.00 187,897.00
Auditors' remuneration 339,000.00 339,000.00
Other audit related expense 139,964.00 155,613.00
Professional and legal expense - -
Office administration expense 5,056,449.59 4.375,575.16
Operating lease expense - -
Operating expense of investment properties - -
Corporale social responsibility expense - -
Client protection expense - -
Difference in Inter Branch & HO Profit =

Onerous lease provisions - =
Other Expenses 4,740,361.22 3,463,702.07
Total 10,867,440.81 8,946,787.23

4.35.1 Office Administration Expense

Particulars

Current Year

Previous Year

Water and electricity 372,456.00 320,277.00
Repair and mamntenance

(a) Building - -

(b) Vehicle 86,701.00 74,538.00
(c) Computer and Accessories

(d) Office equipment and furniture - -

(e) Other 281,114.00 203,032.00
Insurance. 344,660.93 247,850.35
Postage, Telex, Telephone & Fax 562,960.77 592,626.63
Printing & Stationery 1,234,677.23 1,037,261.18
Newspaper, books and journals - -
Advertisement 309,300.00 165,942.00
Donation & g
Security expense - -
Deposit and loan guarantee premium - -
Travel allowance and expense - 470,354.00
Entertainment - 89,244.00
Annual/special general meeting expense 228,336.66 162,945.00
Other-Intemet Expenses < =
Other-Office Expenses - -
Other-Registration and Renewal 514,700.00 566,870.00
Other-Meeting Expenses 1,121,543.00 444,635.00
Total 5,056,449.59 4,375,575.16

4.36 Depreciation and Amortization

Particulars

Current Year

Previous Year

Depreciation on property and equipment 6,419,309.39 6,902,974.45
Depreciation on investment property & =
Amortization of intangible assets = =
Total 6,419,309.39 6,902,974.45

Depreciation on property and equipment includes depreciation on Right of Use Assets as per NFRS-

16 “Lease".

4.37 Non-Operating Income

Particulars

Current Year

Previous Year

Recovery of loan written off
Other income

Total
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Particulars

Current Year

Previous Year

Loan written off
Redundancy provision
Expense of restructuring
Other expense.

Total

4.39 Income Tax Expenses

Particulars

Current Year

Previous Year

Current tax expense

Current year

Adjustments for prior years

Deferred tax expense

Origination and reversal of temporary differences
Changes in tax rate

Recognition of previously unrecognized tax losses

19,158,606.92

(12,229,452.12)

(11,233,839.71)

Total income tax expense

6,929,181.80

(11,233,839.71)

4.39.1: Reconciliation of tax expense and accounting profit

Particulars Current Year Previous Year
Profit before tax 22,857,355.81 (20,502,841.54)
Tax amount at tax rate of 30% 6,857,206.74 (6,150,852.46)
Add: Tax effect of expenses that are not deductible for tax purpose 19,945,929 83 8.836,324.92
Less: Tax effect on exempt income

Add/less: Tax effect on other items (7,644,529.65) (6,772,257.25)
Total income tax expense 19,158,606.92 (4,086,784.79)
Effective tax rate 83.82% 19.93%
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Upakar Laghubitta Bittiya Sanstha Limited

Statement of Distributable Profit or Loss
For the year ended 31st Ashadh 2082
(As per NRB Regulations)

Particulars

Current Year

Previous Year

Net profit or (loss) as per statement of profitor loss
Appropriations:

a. General reserve

b. Foreign exchange fluctuation fund

¢. Capital redemption reserve

d. Corporate social responsibility fund

¢. Employees' traming fund

15,928,174.01

(3,185,634.80)

(159,281.74)

(9,269,001.83)

(1,613,827.68)

f. Other - -
Client Protection Fund (238,922.61) -
Others - -

Profit or (loss) before regulatory adjustment 12,344,334.86 (10,882,829.51)

Regulatory adjustment:

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

b. Short loan loss provision in accounts (-)/reversal (+)

¢. Short provision for possible losses on mvestment (-)/reversal (+)
d. Short loan loss provision on Non-Banking Assets (-)/reversal (+)
e. Deferred tax assets recognized (-)/ reversal (+)

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

g Bargain purchase gain recognized (-)/resersal (+)

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

1. Other (+/-)

j. Restructured and Rescheduled Reserve

(12,954,081.45)
19,576,968.00

(12,229,425.48)

(26,453,965.30)

(11,233,839.71)

(9,509,430.00)

Net profit for the year end Asadh 32 2082 available for distribution

6,737,795.92

(58,080,064.52)

Opening retained earning
Adjustment (+/-) *
Distribution:

Bonus shares issued

Cash Dividend Paid

(45,048,324.31)

13,031,740.21

Total Distributable profit or (loss) as on year end date

(38,310,528.39)

(45,048,324.31)

Annualized Distributable Profit/Loss per share
* Adjustment of Income tax provision
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Disclosures and Additional Information
Risk Management

Upakar Microfinance Limited has specific internal review mechanisms to assess its position
regarding each separate risk area including Credit Risk, Market Risk, Interest Rate Risk and
Operational Risk. Microfinance has separate an independent Risk Management Committee (RMC)
headed by a non-executive Director, responsible for overall risk management in the microfinance
and to oversight the implementation of risk management framework in the organization. RMC
assists the Board of Directors in fulfilling its oversight responsibilities with regards to risk appetite
that the microfinance is able and willing to assume in its exposures and business activities, risk
management, compliance framework and governance structure that supports it. It periodically
reviews the risk management process to ensure its integrity, accuracy, and reasonableness. It
also reviews whether the internal control and risk management system is adequate or not to ensure
well-ordered and prudent conduct of business. The committee is to review the overall risk
management structure and monitor the effectiveness of the risk management system.

Liquidity Risk

Liquidity risk is the potential for loss to a Microfinance arising from either its inability to meet
its obligations or to fund increases in assets as they fall due without incurring unacceptable cost or
losses. Liquidity is the ability of an institution to transform its assets into cash or its equivalent in a
timely manner at a reasonable price to meet its commitments as they fall due. Liquidity risk is
considered a major risk for Microfinances. It arises when the cushion provided by the liquid assets
are not sufficient enough to meet its obligation.

Interest Rate Risk

Interest rate risk is the potential that a change in overall interest rates will increase the cost of funds.
To limit this risk, microfinance has arranged for diversified funding sources in addition to its core
deposit base and has implemented a policy of managing assets with interest rates in mind,
monitoring interest rates on a regular basis, and making repayment accordingly

Credit Risk

Microfinance has its own Credit Policy Guidelines to handle the Credit Risk Management
philosophy that involves a continual measurement of probability of default/loss, identification
of possible risks and mitigations. The provisions of Capital Adequacy Framework -2015 are
compiled in line-to-line basis to overcome the Credit Risk. In order to manage and eliminate the
credit risk, Microfinance has a practice of maintaining the best quality assets in its book. The
Microfinance's Credit Policy elaborates detailed procedures for proper risk management. The
Microfinance has delegated credit approval limits to various officials to approve and sanction
various amount of credit request based on their individual expertise and risk judgment capability.
As a check and balance mechanism, each credit case requires dual approval. Regular monitoring of
the credit portfolio ensures that the Microfinance does not run the risk of concentration of portfolio
in a particular business sector or a single borrower. Similarly, Microfinance also exercises
controlled investment policy with adequately equipped resources looking after the investment
decisions.

To cap all these, Microfinance has a strong Credit Committee in place comprising of various
Directors from the Board of Microfinance which reviews all credit proposals beyond a specified
amount

Types of eligible credit risk mitigants used and the benefits availed under CRM as at 16 July 2025
are as follows:

Operational Risk

As a part of monitoring operational risks, Microfinance has devised operational manuals for
various Microfinancing functions, which are reviewed and modified time to time as per the
changing business context.
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Microfinance has adopted dual control mechanism in its all operational activities where each and
every financial and non-financial transaction is subject to approval from an authority higher than
the transaction initiator. Regular review meetings are conducted to assess the adequacy of risk
monitoring mechanism and required changes are made as and when felt necessary. Independent
reconciliation unit is established to conduct daily reconciliation of all Nostro/agency accounts,
Inter-Branch and Inter-Department account under direct supervision of Manager Finance &
Treasury, Head Office. Microfinance has independent internal audit, which reports to the Audit
Committee of the Microfinance. The Audit Committee meets frequently and reviews the business
process and financial position of the Microfinance. Microfinance has strong MIS in place to monitor
the regular operational activities.

Fair value of financial assets and liabilities

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

Fair values are determined according to the following hierarchy:

Level 1 inputs
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date. Held for trading and available for sale
investments have been recorded using Level 1 mputs.
Level 2 inputs
Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly or indirectly.
Level 3 inputs
Level 3 inputs are unobservable inputs for the asset or liability.
5.2 Capital management
Capital management approach is driven by its desire to maintain a strong capital base to support the
development of its business and to meet the regulatory capital requirements. Microfinance has to
maintained minimum capital requirement and capital adequacy as per the directive issued to D
class microfinance.
I. Qualitative disclosures
Nepal Rastra Bank through directive has directed the Microfinance to develop own internal
policy, procedures and structures to manage all material risk inherent in business for assessing
capital adequacy in relation to the risk profiles as well as strategies for maintaining capital
levels. This includes basic requirements of having good govemance, efficient process of
managing all material risks and an effective regime for assessing and maintaining adequate
capital.
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II. Quantitative disclosures
1. Capital Structure and Capital Adequacy
A. Tier 1 capital and a breakdown of its components:
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S.No | Description Amount
1 Paid up Capital (ordinary shares) 106,148,200.00
2 Proposed bonus share -
3 Share premium -
4 Irredeemable preferential share -
5 General Reserve Fund 92,587,348
6 Accumulated profit/(loss) (38,310,528.39)
7 Profit & loss a/c as per balance-sheet s
8 Capital Redemption Reserve Fund -
9 Capital Adjustment Fund =
10 Calls in advance .
11 Other Free Reserves -
Deductions:
A. Goodwill -
B. Deferred Tax Assets (32,984,708.07)
C. Investment on shares and securities in excess of limits -
D. Investment to the company having financial interests =
E. Fictitious Asset -
F. Investment on land and building for self-use not complying with the )
Directives of NRB
G. Investment on land development and housing construction in excess of limits 2
H. Investmenton land development and housing construction in excess of limits =
I. Credit and other facilities banned by the prevailing laws =
Total Tier 1 Capital (Core Capital) 127,440,311.15
B. Tier 2 Capital and a breakdown of its components:
S.N Description Amount
1 Provisions of loan loss made for pass loan 21,526,337
2 | Additional loan loss provision -
3 Hybrid capital instruments -
4 Unsecured Subordinated Term Debt -
5 Exchange Equalization Fund =
6 Assets revaluation Fund (max. 2% of Supplementary capital is added )
automatically)
7 Investment adjustment Fund -
Total Tier 2 Capital (Supplementary Capital) 21,526,337
Statement of Risk Weighted Assets (RWA)
As on 32th Asadh 2082
Particulars “;?,f)h . Amount RWA
A. On Balance Sheet Items
Cash Balance 0% 42,700.00 -
NRB Balance 0% -
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Total Assets)

Loan against Own FD 0% -
Loan against Govt. Bond 0% =
Balance on domestic banks and financial institutions 20% 364,472.802.14 72.894.560.43
Loan against other banks' and financial institutions' FD 20% -
Money at call 20% -
Investment on shares/debentures/bonds 100% - -
Other investments 100% 14,299,655.00 14,299,655.00
Loans & advances, bills purchase/discount 100% 2,549,075,666.99 | 2.549,075,666.99
Fixed assets 100% 7,637,208.51 7,637,208.51
Net interest receivables (Toral IR - 8 - Interest supsense) 100% - -
Net Non-Banking Asset 100% - -
Other assets (Except advance tax payment) 100% 21,120,091.76 21,120,091.76
Real estate/residential housing loans exceeding the limits 150% - -
Total On-Balance-sheet Items (A) 2,956,648,124.40 | 2,665,027,182.69
B. Off Balance sheet Items

Bills collection 0%

Forward foreign exchange contract 10%

L/C with maturity less than six months (Outstanding 20%

value)

Guarantee against International rated bank's counter 20%

guarantee

L/C with maturity more than six months (Outstanding 50%

value)

Bid bond, performance bond and underwriting 50%

Unpaid guarantee claims 50%

Amount to be maintained for operational risk (2% of 100% 59.132,962.49 59,132,962.49

Total Off-Balance-sheet Items (B) 59,132,962.49 59,132,962.49
Total Risk Weighted Assets (A) + (B) 3,015,781,086.89 | 2,724,160,145.18
C. Total Qualifying Capital
S.No Description Amount

1 Total Tier 1 Capital (Core Capital) 127,440,311

2 | Total Tier 2 Capital (Supplementary Capital) | 21,526,337

3 | Total Capital fund 148,966,648

4 | Total Risk Weighted Assets 2,724,160,145

D. Capital Adequacy Ratio

S.No Description Amount
1 | Minimum Capital Fund Required (8.0 % of RWA) | 217,932,812
2 Minimum Core Capital Required (4.0 % of RWA) | 108,966,406
3 Capital Fund maintained ( in %) 5.47%
4 | Core Capital maintained (in %) 4.68%

E. Summary of the institution’s internal approach to assess the adequacy of its capital to support current and

future activities, if applicable
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(¥ Asper the directive issued by NRB.

F. Summary of the terms, conditions and main features of all capital instruments, especially in case ol
subordinated term debts including hybrid capital instruments.

53

(¥ Not Issued yet.
II1. Compliance with external requirements
(1 During the Year the microfinance has complied with externally imposed capital
requirement.
Classification of financial assets and financial liabilities
Microfinance has classified financial assets and liabilities as amortized cost, fair value through profit
and loss and fair value through OCL

Particulars Amortized Cost | FVTPL | FVTOCI
Financial Assets
Cash and Cash Equivalents 364,515,502.14
Statutory Balances and due from Nepal Rastra Bank 14,299,655.00
Placement with Bank and Financial Institutions -
Loans and Advances to Customers 2,422 .285,855.94
Investment Securities g -
Total Financial Assets 2,801,101,013.08 - -
Financial Liabilities

Due to Bank and Financial Institutions =

Due to Nepal Rastra Bank -

Derivative Financial Instruments -

Deposits from Customers 1,402,729,492 .49
Borrowings 924.966,033.49
Total Financial Liabilities 2,327,695,525.98 - -

5.4 Share options and share based payment

55

A share-based payment is a transaction in which Microfinance receives goods or services either
as consideration for its equity instruments or by incurring liabilities for amounts based on the
price of the entity's shares or other equity instruments of the entity. Microfinance does not have
any share option and share based payment.

Contingent liabilities and commitment

Contingent Liabilities:

No obligation to make a payment has arisen at the reporting date, those are included in these

financial statements as contingent liabilities.

Commitments:

The Microfinance has not made payments at the reporting date, those instruments are included in

these financial statements as commitments.

Litigations:

There are pending litigations existing at the end of the reporting period against Microfinance, resulting

through normal business operations.
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5.6 Related parties disclosures
a) Key Managerial Personnel
Key Management Personnel of Microfinance includes members of the Board, Chief Executive
Officer and all managerial level executives. Followings are a list of Board of Directors and
CEO bearing office on 16 July 2025.

Mrs. Shanti Devi Dhakal Chairman
Mrs. Nisha Wagle Director
Mrs. Nitu Sharma Director
Mrs. Aarati Poudel Director
Mrs. Bhagwati Regmi Director
Mr. Manoj Singh Khadka Director
Mr. Krishna Kumar Lamsal Director
Mrs. Sharada Kumari Khatri Director

b) Compensation to Management Level Employees
All members of the Board are non-executive directors, and no executive compensation is paid
to the directors. Specific non-executive allowances paid to directors are as under:

Particulars Amount

Board Mecting Fees 455,000.00

Sub-Committee Fees 90,000.00

Other Benefits 136,666.00
Total 681,666.00
These allowances and benefits are approved by the Annual General Meeting of the

Microfinance.
Chief Executive Officer’s Renumeration and Facilities

Key Management Personnel | Basic Salary | Allowances | Total
Mrs. Sharada Kumari Khatri 1,380,000.00 | 947 568.00 | 2,327,568.00

5.7 Merger and acquisition
Microfinance has not entered into any merger or acquisition activity during the year ended 16
July 2025.

5.8 Additional disclosures of non-consolidated entities

Not available

5.9 Events after reporting period
There are no material events that have occurred subsequent to 16 July, 2025 till the signing of this
financial statement on 26 March, 2026.
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5.10 Disclosure effect of transition from previous GAAP to NFRSs
510.1 Reconciliation of equity

As at
01.04.2080

235,409,751.41

Impairment on loan and advances EN 1 31,147,168.97
Fair value & employees benefit accounting of staff loan EN -
Lease accounting EN2

Measurement of investment securities at fair value -
Revaluation of property & equipment -
Recognition of investment property -
Amortization of debt securities issued -
Deferred tax EN 3 -
Defined benefit obligation of employees EN 4 -
Goodwill/Bargain purchase gain

Interest income

As at
30.03.2081

204,256,867.69

57,601,134.27
(148,759.23)
(426,331.05)

5,298,332.94
(11,275,667.60)

Other
proposed cash dividend - -
Total Adjustment to equity 31,147,168.97 51,048,709.34
Total Equity under NFRSs 266,556,920.38 255,305,577.03
Explanatory Note
Under NFRS Loans and advances are measured at fair value by adjusting interest receivable.
As at As at
01.04.2080 30.03.2081
Interest receivable from loans and advances 31,147,168.97 57,601,134.27

Under NFRS 16 "Lease", After identifying agreement contain a lease, microfinance has recognized a right of use assets (ROU)
representing its right to use the underlying assets and lease liability representing its obligation to make lease payments.

As at As at

01.04.2080 30.03.2081

Right of Use Assets - 6,925,003.98

Liabilities under Finance Lease . (7,351,335.03)

Tax Adjustment - -

Difference . (426,331.05)
Adjustment of Deferred Tax due to change in define benefit obligation as per GAAP and NFRS

As at As at

01.04.2080 30.03.2081

Deferred Tax as per NFRS 9,521,442.87 20,755,282.58

Deferred Tax as per GAAP 9,521,442 .87 15,456,949.64

Difference - 5,298,332.94

As per NAS 19 "Employee Benefit", staff gratuity has been considered as defined benefit plans and adjustment has been made of

gratuity as per actuarial valuation

As at As at

01.04.2080 30.03.2081

Defined Benefit obligations as per GAAP 32,406,351 42,908,949
Defmed Benefit obligations as per NFRS 32,406,351 54,184,617
Difference 5 (11,275,667)

Proposed cash dividend has been presented under Retained eamings as per NFRS where as a separate presentation made under GAAP

as per NRB reporting format.

As at
01.04.2080

As at
30.03.2081

Liability in respect of proposed cash dividend -
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5.11.2. Reconciliation of profit or loss

For the vear ended

30.03.2081
Particulars Explanatory
Note (the latest period presented under
previous GAAP)
Profit/(Loss) for the year
Previous GAAP (29,170,542.16)
Adjustments under NFRSs:
Interest income EN 1 27,286,106.85
Impairment of loan and advances u
Employees benefit amortization under staff loan EN 2 (980,900.77)
Defined benefit obligation of employee EN 3 (7,892,967.34)
lease expense as per NFRS 16 EN 4 (426,331.05)
Amortization expense of debt securities -
Other operating income -
Interest expense
Depreciation & Amortization A
Other 1,915,632.65
Total Adjustment to profit or loss 19,901,540.33
Profit or loss under NFRSs (9,269,001.83)
Other Comprehensive Income ENS

Total Comprehensive income under NFRSs

(9,269,001.83)

Explanatory Note
1 Adjustment of Interest accrued of loans and advances and staff loans

Interest on loans and advances accrued but not received
Interest accrued on staff loans
Total

2 Employees benefit amortization under staff loan

Finance Cost under NFRS

3 Defined benefit obligation of employee

Additional defined benefit obligation expenses
Additional expenses for long service leave

Total

4 Lease expense as per NFRS 16

Depreciation of ROU-Assets

Interest expenses on liability under Finance lease
Less: rent paid

Total

5 Actuarial loss/(gain) adjustment
Actuarial gains/(losses) on defined benefit plans

Income tax relating to above items
Difference

D = ¢ | awt arfife wfveea Q024/2029

For the year ended
30.03.2081

26,453,965.30
832,141.55

27,286,106.85

For the year ended
30.03.2081

(980,900.77)

For the year ended
30.03.2081

(8,432,504)
539,536

(7.892,967.34)

For the year ended
30.03.2081

(4,387,366.38)
(711,640.67)
4,672,676.00

(426,331.05)

For the year ended
30.03.2081
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