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6" Floor, Block C & D, Four Square Complex info@nbsm.com.np
Narayan Chaur, Naxal, Kathmandu, Nepal www.nbsm.com.np

INDEPENDENT AUDITOR'S REPORT
To The Shareholders of M/s Aarambha Chautari Laghubitta Bittiya Sanstha Limited

Report on the Audit of Financial Statements

Opinion

We have audited the accompanying financial statements of M/s Aarambha Chautari Laghubitta
Bittiya Sanstha Limited, Banepa, Nepal (hereinafter referred as “the Microfinance”) which
comprise the statement of financial position as at Ashad 32, 2082 (July 16, 2025), the statement
of profit or loss, statement of other comprehensive income, statement of changes in equity &
statement of cash flows for the year then ended and notes to the financial statements including
a summary of significant accounting policies and other explanatory notes.

In our opinion, the accompanying financial statements give a true and fair view, in all material
respects, of the financial position of the Microfinance as at Ashad 32, 2082 (July 16, 2025)
and its financial performance and its cash flows for the year then ended in accordance with
Nepal Financial Reporting Standards(NFRS) with allowed carveouts, comply with Company Act,
2063 and Bank and Financial Institution Act, 2073.

Basis of Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the financial
institution in accordance with the Institute of Chartered Accountant of Nepal's code of ethics for
professional accountants together with the ethical requirements that are relevant to our audit of
the financial statements in Nepal, and we have fulfilled our other ethical responsibilities in
accordance with those requirements. We believe that the audit evidences we have obtained
are sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in the audit of the financial statements of the current period. These matters were
addressed in the context of the audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

We have determined the matters described below to be the key audit matters to be
communicated in our report.

RY | ol aiffies ufeideeT 3. 20Tq 10TR



S.N Key Audit Matters Our Audit Approach and Response

1.

Interest Income:

The Microfinance has implemented NRB's
Guidance Note on Interest Income
Recognition, 2025 effective from Shrawan
2081. The guidelines require staging of loans
(Stage 1, 2, 3) with different recognition
methods - accrual basis for Stage 1 & 2
based on coupon interest rate and cash basis
(incremental) for Stage 3 assets. The

transitional arrangement involves complex :

quarterly tracking at account level and
reconciliation between interest
accrued interest, and actual collections.

Given the significant system changes, manual |
interventions during transition, and risk of .
misstatement in interest income, we considered

this as a key audit matter.

Impairment of Loans and Advances

Requirement under NFRS 9 read with (carve-
out on NFRS-9 issued by ICAN dated

2082/05/09 and opted by Microfinance),

Microfinance shall measure impairment loss on
loans and advances at the higher of:

= Amount derived as per norms prescribed
by Nepal Rastra Bank for loan loss
provisioning; and

=  Amount determined as per para 5.5 of
NFRS 9 adopting the expected credit loss
model.

As per the norms prescribed by NRB,
provision at prescribed rate should be
created on loans and advances based on
overdue status of loans and advances as well
as utilization status of the facility, status of
security, borrower's whereabouts etc.

suspense,

Our audit  approach regarding
verification of process of interest
recognition included:

a. Obtained understanding of the MFl's
implementation framework and tested
quarterly interest computation
processes at account level

b. Verified staging classification (Stage 1,
2, 3) for sample loans based on ECL
guidelines and tested stage migration
reports.

c. For Stage 3 assets, tested cash basis
_ approdch by tracing collections to bank

statements,  recalculating  interest
suspense movements, and verifying that
suspense doesn't exceed accrued
‘interest.’

d. Performed reconciliation between CBS

_interest calculations and GL entries and

verified quarterly interest income
aggregation.
Our  audit approach regarding

verification of impairment of loans and
advances included:

a. Review of the overdue status of
loans and advances by
obtaining data from the system
and matched the same with the
NRB 2.2 report.

b. Sample credit files were reviewed,
among other things, from the
perspective of utilization of loans
and advances for intended
purpose by way of scrutiny of
financial  statements,  account
movement, account turnover etc.

c. Expected future cash flows
from the individually significant
loans and advances with indication
of impairment are assessed on the
basis of realizable valve of

&2t afep Ufddea 3M.d. 20T 10T | Y




As per NFRS 9, impairment of loans and " collateral securities based on

advances should be made on individual management estimate.
impairment basis for loans and advances that

are individually significant and collective d. Grouping of homogeneous group
impairment basis for homogeneous groups of of loans was assessed on the
loans that are not considered individually basis of nature and purpose of
significant. Collective impairment, loss is loans and data of historical loss
determined after taking into account the experience in portfolios are
Historical Loss Experience in portfolios of assessed on the basis of past due
similar credit risk and Management's data from the system as well as
experienced judgment as to whether current data of loan loss provisions of the
economic and credit conditions are such that defined group in the past.

the actual level of inherent losses at the
reporting date is like to be greater or less
than that suggested by historical experience.

Given the fact that impairment of loans and
advances under incurred loss model require
assessment of future cash flows as well as
historical loss experiences of portfolios.
Further, impairment of loans and advances
under NRB norms for loan loss provisioning will
require assessment of overdue status of loans
and advances and proper utilization of loan
for intended purpose. Hence, assessment of
availability and accuracy of required data
for impairment of loans and advances under

incurred loss model as well as NRB
provisioning norms is regarded as key audit
matters. _ . ST T A T .

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

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

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

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




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

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with Nepal Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that
are free from material misstatements, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate or to cease

operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our obijectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatements, whether due to fraud or error, and to issve an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with NSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

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

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 evidences that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

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

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

e Obtain sufficient and appropriate audit evidence regarding the financial information
of the entities or business activities to express an opinion on the financial statements.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

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

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor's
report unless law or regulation precludes public disclosure about the matter or when,
extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such comment.

Report on Other Legal and Regulatory Requirements

We have determined to communicate following matters in accordance with the requirements of
BAFIA 2073, NRB Directives, Company Act 2063, and other regulatory requirements: -

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

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

e The Statement of Financial Position, the Statement of Profit or Loss and Other Comprehensive
Income, the Cash Flow Statement, and the Statement of Changes in Equity dealt with by this
report are in agreement with the books of accounts maintained by the Microfinance.

® Returns received from the branch offices of the Microfinance were adequate for the purpose
of our audit though the statements are independently not audited.

® The risk bearing fund and the provisions for possible .impairment of assets of the
Microfinance are adequate however, the MFI has failed to maintain adequate capital funds
considering the Directives issued by Nepal Rastra Bank.

\ athmandu) .
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In our opinion and to the best of our information and according to the explanations and from
our examination of the books of accounts of the Microfinance, we have not come across any
case where the Board of Directors or any office bearer of the Microfinance have acted
contrary to the provisions of law, or committed any misappropriation or caused any loss or
damage to the Microfinance and violated Directives issued by Nepal Rastra Bank or acted

in a manner, as would jeopardize the interest and security of the Microfinance, its
shareholders and its depositors.

e The business of the Microfinance has been conducted satisfactorily and operated within its

jurisdiction and has been functioning as per NRB Directives. .

CA. Durga
Senior Partn
Place: Naxal, Kathmandy, Nepal
Date: 25/08/2082

UDIN: 251211CA00461 dU4Sg
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Aarambha Chautari Laghubitta Bittiya Sanstha Limited
STATEMENT OF FINANCIAL POSITION

As on 32nd Ashad 2082

Particulars Note Ashadend20gz ~ AShadend 2081

(Restated)
Cash and Cash equivalent 4.1 458,809,245 563,705,735
Statutory Balances and Due from Nepal Rastra Bank 4.2 30,194,331 26,194,331
Placement with Bank & Financial Institutions 4.3 20,000,000 20,000,000
Derivative Financial Instruments 4.4 - -
Other Trading Assets 4.5 - -
Loan and Advances to MFls & Cooperatives 4.6 - -
Loans and Advances to Customers 47 5,266,571,091 4,242,635,376
Investment Securities 48 597,846 1,000,000
Current Tax Assets 49 31,215,288 28,350,027
Investment Property 410 4,077,000 4,077,000
Property and Equipment 411 5,544,255 7,096,706
Goodwill and Intangible assets 412 24,171,487 24,711,431
Deferred Tax Assets 413 59,732,888 19,405,229
Other Assets 414 44,719,199 56,661,457
Total Assets 5,945,632,630 4,993,837,293
Liabilities
Due to Bank and Financial Institutions 415 - -
Due to Nepal Rastra Bank 416 - -
Derivative Financial Instrument 417 - -
Deposits from Customers 418 1,894,900,281 1,582,064,180
Borrowing 419 3,359,277,082 2,776,891,693
Current Tax Liabilities 49 - -
Provisions 4.20 - -
Deferred Tax Liabilities 413 - -
Other Liabilities 4.21 124,153,883 149,483,024
Debt Securities Issued 4.22 - -
Subordinated Liabilities 4.23 - -
Total Liabilities 5,378,331,246 4,508,438,896
Equity
Share Capital 424 367,143,409 367,143,409
Share Premium - -
Retained Earnings 3,657,283 (49,155,337)
Reserves 4.25 196,500,692 167,410,324
Total Equity 567,301,384 485,398,396
Total Liabilities and Equity 5,945,632,630 4,993,837,293
Contingent Liabilities and Commitment 4.26 56,239,975 67,182,364
Net assets value per share 155 132
As per our report of even date attached

Manarupa Poudel Shiva Prasad Gyawali ~ Tirth Sagar Aryal CA. Durga Prasad Gnawali, FCA

Finance Head CEO Director Senior Partner

Bimal Acharya Gppal Prasad Basyal Ppsparai Dhakal EBB'S'MaiASSOCIateS

Director Director Director artered Accountants

Santosh Pokharel Binod Gyawali Place: Kathmanfiu, Nepal

Director Chairman Date: 25 Mangsir, 2082
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Aarambha Chautari Laghubitta Bittiya Sanstha Limited

STATEMENT OF PROFIT OR LOSS

For the year ended 32nd Ashad 2082

Particulars Note Ashad end 2082  Ashad end 2081

Interest Income 4.27 722,719,320 699,497,902
Interest Expense 4.28 350,076,033 418,759,890
Net Interest Income 372,643,288 280,738,012
Fee and Commission Income 4.29 59,485,731 48,155,531
Fee and Commission Expense 4.30 1,412,091 2,968,600
Net Fee and Commission Income 58,073,640 45,186,931
Net Interest, Fee and Commission Income 430,716,928 325,924,943
Net Trading Income 431 - -
Other Operating Income 4.32 - -
Total Operating Income 430,716,928 325,924,943
Impairment charge/(reversal) for loans and other losses 4.33 28,869,458 (398,552)
Net Operating Income 401,847,470 326,323,495
Operating Expense 324,806,283 313,305,190
Personnel Expenses 434 231,665,949 230,762,822
Other Operating Expenses 4.35 70,498,796 59,487,032
Depreciation & Amortization 4.36 22,641,538 23,055,336
Operating Profit 77,041,187 13,018,305
Non Operating Income 4.37 - 225,000
Non Operating Expense 4.38 1,264,174 2,094,000
Profit before Income Tax Income 75,777,013 11,149,305
Tax Expense 4.39 (12,272,880) 10,468,334
Current Tax 28,172,944 10,814,777
Deferred Tax (40,445,824) (346,443)
Profit for the year 88,049,893 680,971
Profit attributable to:

Equity holders of the Financial Institution 88,049,893 680,971
Profit for the year 88,049,893 680,971
Earnings per share

Basic earnings per share 23.98 0.19
Diluted earnings per share 23.98 0.19

The accompanying notes are integral part of these financial statements.
For and on the behalf of Board.

As per our report of even date attached

CA. Durga Prasad Gnawali, FCA
Senior Partner

N.B.S.M. & Associates

Manarupa Poudel  Shiva Prasad Gyawali  Tirth Sagar Aryal
Finance Head CEO Director

Bimal Acharva Gopal Prasad Basyal Pusparaj Dhakal

Director y Director Director Chartered Accountants
Santosh Pokharel Binod Gyawali Place: Kathmandu, Nepal
Director Chairman Date: 25 Mangsir, 2082
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Aarambha Chautari Laghubitta Bittiya Sanstha Limited
STATEMENT OF CASH FLOWS

For the Year ended 32nd Ashadh, 2082

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received 722,719,320 699,497,902
Fees and other income received 59,485,731 48,155,531
Divided received -
Receipts from other operating activities

Interest paid (350,076,033) (418,759,890)
Commission and fees paid (1,412,091) (2,968,600)
Cash payment to employees (241,842,852) (230,762,822)
Other expense paid (66,570,468) (75,702,439)
Operating cash flows before changes in operating assets and liabilities 122,303,608 19,459,682
(Increase)/Decrease in operating assets (1,063,800,607) 475,254,961
Due from Nepal Rastra Bank (4,000,000) -
Placement with bank and financial institutions - 161,652,799
Other trading assets -
Loan and advances to bank and financial institutions - -
Loans and advances to customers (1,052,805,173) 361,596,757
Other assets (6,995,434) (47,994,595)
Increase/(Decrease) in operating liabilities 870,514,339 95,285,411
Due to bank and financial institutions - -
Due to Nepal Rastra Bank - -
Deposit from customers 312,836,102 100,294,974
Borrowings 582,385,389 (33,066,260)
Other liabilities (24,707,153) 28,056,698
Net cash flow from operating activities before tax paid (70,982,661) 590,000,054
Income taxes paid (31,038,205) (29,686,061)
Net cash flow from operating activities (102,020,865) 560,313,993
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investment securities - -
Receipts from sale of investment securities - -
Purchase of property and equipment (2,875,625) (2,370,714)
Receipt from the sale of property and equipment - -
Purchase of intangible assets - -
Receipt from the sale of intangible assets - -
Purchase of investment properties - -
Receipt from the sale of investment properties - -
Interest received - -
Dividend received

Net cash used in investing activities (2,875,625) (2,370,714)

CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of debt securities

Repayment of debt securities

Receipt from issue of subordinated liabilities

Repayment of subordinated liabilities

Receipt from issue of sub-ordinated liabilities

Repayment of subordinated liabilities
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Receipt from issue of shares
Dividends paid
Interest paid

Other receipt/payment - 16,736
Net cash from financing activities - 16,736
Net increase (decrease) in cash and cash equivalents (104,896,490) 557,960,016
Cash and cash equivalents at Shrawan 1, 2081 563,705,735 5,745,720
Effect of exchange rate fluctuations on cash and cash equivalents held - -
Cash and cash equivalents at Ashad end 2082 458,809,245 563,705,735

The accompanying notes are integral part of these financial statements.
For and on the behalf of Board.

As per our report of even date attached

Manarupa Poudel Shiva Prasad Gyawali  Tirth Sagar Aryal CA. Durga Prasad Gnawali, FCA
Finance Head CEO Director Senior Partner

N.B.S.M. & Associates

i Gopal P dB 1 P j Dhakal
Bimal Acharya opal trasad basya usparaj Lhaka Chartered Accountants

Director Director Director

Santosh Pokharel  Binod Gyawali Place: Kathmandu, Nepal
Director Chairman Date: 25 Mangsir, 2082
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Particulars

Aarambha Chautari Laghubitta Bittiya Sanstha Limited
STATEMENT OF COMPREHENSIVE INCOME

For the Year ended 32nd Ashadh, 2082

Note Ashad end 2082 Ashad end 2081

Profit for the year

88,049,893 680,971

Other comprehensive income, net of income tax

a) Items that will not be reclassified to profit or loss

Gains/(losses) from investments in equity instruments measured at
fair value

(402,154) -

Gains/(losses) on Revalation

Acturial gains/(losses) on defined benefit plans

796,036 5,207,609

Income tax relating to above items

(118,164) (1,562,283)

Net other comprehensive income that will not be reclassified to
profit or loss

275,717 3,645,326

b) Items that are or may be reclassified to profit or loss

Gains/(losses) on cash flow hedge

Exchange gains/(losses)(arising from translating financial assets of
foreign operation)

Income tax relating to above items

Reclassify to profit or loss

Net other comprehensive income that are or may be reclassified
to profit or loss

Other comprehensive income for the year, net of income tax

275,717 3,645,326

Total comprehensive income for the year

88,325,610 4,326,297

Total comprehensive income for the period

The accompanying notes are integral part of these financial statements.

For and on the behalf of Board.

As per our report of even date attached

Manarupa Poudel Shiva Prasad Gyawali Tirth Sagar Aryal CA. Durga Prasad Gnawali, FCA

Finance Head CEO Director Senior Partner
Bimal Acharya Gopal Prasad Basyal =~ Pusparaj Dhakal NBB‘S‘M' & Associates
Director Director Director Chartered Accountants

Santosh Pokharel Binod Gyawali
Director Chairman
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Aarambha Chautari Laghubitta Bittiya Sanstha Limited
STATEMENT OF DISTRIBUTABLE PROFIT OR LOSS

For the Year ended 32nd Ashadh, 2082

Particulars Ashad end 2082  Ashad end 2081
Net profit or (loss) as per statement of profit or loss 88,049,893 680,971
Appropriations:
a. General reserve 17,609,979 136,194
b. Foreign exchange fluctuation fund - -
c. Capital redemption reserve -
d. Corporate social responsibility fund 880,499 6,810
e. Employees' training fund 852,137
f. Client Protection Fund 1,320,748 6,810
g. Other
Profit or (loss) before regulatory adjustment 68,238,667 (320,979)
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) 14,774,265 55,092,805
b. Short loan loss provision in accounts (-)/reversal (+) - -
c. Short provision for possible losses on investment (-)/reversal (+) - -
d. Short loan loss provision on Non Banking Assets (-)/reversal (+) - -
e. Deferred tax assets recognized (-)/ reversal (+) (40,327,659) 1,215,840
f. Goodwill recognized (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognized (-)/reversal (+) - -
h. Actuarial loss recognized (-)/reversal (+) 557,225 3,645,326
i. Other (+/-) 9,570,122 (1,946,744)
Total Regulatory Adjustments (15,426,047) 58,007,227
Net Profit for the year end 2082 available for distribution 52,812,620 57,686,247
Opening Retained Earning (49,155,337) (106,412,994)
Adjustments (+/-) (428,590)
Distribution
Bonus Share Issued -
Cash Dividend Issued -
Total Distributable Profit or (Loss) as on End Date 3,657,283 (49,155,337)
Annualised Distributable Profit/Loss per Share 1.00 (13.39)

The accompanying notes are integral part of these financial statements.
For and on the behalf of Board.

As per our report of even date attached

Manarupa Poudel Shiva Prasad Gyawali  Tirth Sagar Aryal CA. Durga Prasad Gnawali, FCA
Finance Head CEO Director Senior Partner

N.B.S.M. & Associates

Bimal Acharva Gopal Prasad Basyal Pusparaj Dhakal

Ditector ¥y Director Director Chartered Accountants
Santosh Pokharel Binod Gyawali Place: Kathman?lu, Nepal
Director Chairman Date: 25 Mangsir, 2082
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2.1

2.2

2.3

24

2.5

Aarambha Chautari Laghubitta Bittiya Sanstha Limited

Significant Accounting Policies and Explanatory Notes
Fiscal Year 2081/82

General Information of Reporting Entity

Aarambha Chautari Laghubitta Bittiya Sanstha Ltd. is the leading National level micro finance of Nepal and operates
in 53 districts. As Per Nepal Rastra Bank Merger policy ACLBSL is the result of merger of Chautari Laghubitta Bittiya
Sanstha Limited, Aarambha Laghubitta Bittiya Sanstha Limited and Deurali Laghubitta Bittiya Sanstha Limited.
ACLBSL believes that access to basic financial services can significantly augment economic opportunities for poor
familiesandinturnhelpimprovetheirlives. ACLBSL iscommitted to creatingadistribution networkacross underserved
sections of society in order to provide easy access to the full portfolio of microfinance products and services.

Basis of Preparation

The Financial Statements for the year ended 16th July, 2025 comprise the Statement of Financial Position, Statement
of Profit and Loss, Statement of Other Comprehensive Income, the Statement of change of Equity, the Statement of
Cash Flows and the Notes to Financial Statements.

Statement of Compliance

The Financial Statement has been prepared in accordance with Nepal Financial Reporting Standards (NFRS) as
published by the Accounting Standards Board (ASB)-Nepal. NFRSs conform, in all material respect, to International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

Reporting Period and approval of Financial Statements

TheMicroFinancefollowstheNepaleseFinancial Yearbased ontheNepalese Calendar. TheMicroFinancehasprepared
the financial statements that comply with NFRS applicable for the period ending on 32nd Ashad 2082, together with
the comparative period data as at and for the period ending 31st Ashad 2081 as described in its accounting policies.

The accompanied Financial Statements have been adopted by the Board of Directors on its board meeting held on
2082/08/25 and have been recommended for approval by shareholders in the 10th Annual General Meeting.

Functional and Presentation Currency
Financial Statements are denominated in Nepalese Rupees, which is the functional and presentation currency of the
Micro Finance.

Accounting Convention, Estimates, assumptions and judgements

The Financial Statements of the Micro Finance have been prepared on accrual basis of accounting except the
cash flow information which is prepared, on a cash basis, using direct method. The Financial Statements have
been prepared on a going concern basis. The Micro Finance is required to apply the accounting policies that are
most appropriate for the circumstance and operating environment. NFRS requires the Micro Finance to exercise
judgement in making choice of specific accounting policies and accounting estimates. The Micro Finance, while
complying with the reporting standards, makes critical accounting judgment as having potentially material impact
on the financial statements. Description of such estimates and significant accounting policies has been given
in the relevant sections wherever they have been applied. These policies are consistently applied to all the years
presented, except for the changes in accounting policies disclosed specifically. The underlying assumption made
while making accounting estimates are periodically reviewed and such revision are recognized in the period in which
the estimates is revised and are applied prospectively. Disclosures of the accounting estimate have been included
in the relevant section of the notes whenever the estimates have been applied along with the nature and effect of
changes of accounting estimates, if any."

Change in accounting Policies

The same accounting policies are normally adopted in each period and from one period to the next to maintain
the compatibility of the Financial Statements of the entity over time to identify trends in the financial position,
performance and cash flows however the changes when required by NFRS or due the requirement that results in
the financial statements providing more reliable and more relevant information about the effects of transaction,
other events or conditions on the entity’s financial position, financial performance or cash flows are made and the
changes are applied retrospectively. An entity has used the same accounting policies in its opening NFRS Statement
of financial position and throughout all periods presented in its first NFRS financial statements. Those accounting
policies have complied with each NFRS effective at the end of its first NFRS reporting period except those specifically
stated under relevant notes below.
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2.6

2.7

2.8

29

2.10

3.1

3.2

New Standard and Interpretation not adopted
For the reporting of financial instruments, NAS 32 Financial Instruments, Presentation, NFRS 9 Financial Instruments
with carve-outs and NFRS 7 Financial Instruments — Disclosures have been applied. A number of new standards
and amendments to the existing standards and interpretations have been issued by IASB after the pronouncements
of NFRS with varying effective dates. NFRSs 2018 has been pronounced by the Institute of Chartered Accountants
of Nepal.

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

Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the Statement of Financial
Position, only when there is a legally enforceable right to offset the recognized amounts and there is an intention
to settle on a net basis or to realize the assets and settle the liabilities simultaneously. Income and expenses
are not offset in the Statement of Profit or Loss, unless required or permitted by Nepalese Financial Reporting
Standards or Interpretation (issued by the International Financial Reporting Interpretations Committee (IFRIC) and
Standard Interpretations Committee (SIC)) and as specifically disclosed in the Significant Accounting Policies of the
Microfinance

Materiality and Aggregation

Each material class of similar items is presented separately in the Financial Statements Items of dissimilar nature
or function are presented separately, unless they are immaterial as permitted by the Nepal Accounting Standard —
NAS 1 on ‘Presentation of Financial Statements’. Notes to the Financial Statements are presented in a systematic
manner which ensures the understandability and comparability of Financial Statements of the Microfinance.
Understandability of the Financial Statements is not compromised by obscuring material information with
immaterial information or by aggregating material items that have different natures or functions

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

Significant accounting Policies
The principal accounting policies applied by the Microfinance in the preparation of these financial statements are
presented below. These policies have been consistently applied to all the years presented unless stated otherwise.

Basis of Measurement

The financial statements are prepared on the historical-cost basis except for the following material items in the
statement of financial position:

Investment property is measured initially at cost and subsequently at Fair value.

Liabilities for cash-settled, share-based-payment arrangements are measured at fair value.

Defined benefit schemes, surpluses and deficits are measured at fair value.

Impairment of financial asset is measured at fair value and related disposal cost.

Estimates and underlying assumptions are reviewed on an ongoing basis and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the circumstances.
Actual results could differ from those estimates. The estimates and judgements used in the preparation of the
financial statements are continuously evaluated by the Microfinance. Any revisions to accounting estimates are
recognized prospectively in the period in which the estimates are revised and in the future periods. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to
the financial statements are disclosed in notes.

Materiality and Aggregation

In compliance with NAS 1 - Presentation of Financial Statements, each material class of similar items is presented
separately in the financial Statements. Items of dissimilar nature or functions are presented separately unless they
are material. Such presentation of line items is consistent with the format issued by NRB.

Cash and cash equivalent

Cash and cash equivalents include cash at vault and money at call and short notice which are subject to an
insignificant risk of changes in value including interest receivable on investment with maturity up to 3 month
or less. Cash and Cash equivalent are measured at amortized cost in the statement of financial position.
Statement of Cash Flows has been prepared by using the ‘Direct Method' in accordance with NAS 07- Statement of
Cash Flows.
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Financial assets and financial liabilities"

Recognition

The Microfinance initially recognizes a financial asset or a financial liability in its statement of financial position
when, and only when, it becomes party to the contractual provisions of the instrument. The Microfinance initially
recognize loans and advances, deposits; and debt securities/ subordinated liabilities issued on the date that they are
originated which is the date that the Microfinance becomes party to the contractual provisions of the instruments.
Investments in equity instruments, bonds, debenture, Government securities, NRB bond or deposit auction, reverse
repos, outright purchase are recognized on trade date at which the Microfinance commits to purchase/ acquire the
financial assets. Regular way purchase and sale of financial assets are recognized on trade date. All financial assets
and liabilities are initially recognized at their cost value and are subsequently presented as per NFRS based on the
respective classification.

Classification

Financial Assets

The Microfinance classifies the financial assets as subsequently measured at amortized cost or fair value on
the basis of the Microfinance’s business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets. The two classes of financial assets are as follows:

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 asset is held within a business model whose objective is to hold assets in order to collect contractual cash
flows and

The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding"

Financial asset measured at fair value
Financial assets other than those measured at amortized cost are measured at fair value
Financial assets measured at fair value are further classified into two categories as below:

Financial assets at fair value through profit or loss

Financial assets are classified as fair value through profit or loss (FVTPL) if they are held for trading or
are designated at fair value through profit or loss. Upon initial recognition, transaction costs are directly
attributable to the acquisition are recognized in profit or loss as incurred. Such assets are subsequently
measured at fair value and changes in fair value are recognized in Statement of Profit or Loss.

Financial assets at fair value through other comprehensive income

Investment in an equity instrument that is 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
comprehensiveincomeareclassifiedasfinancialassetsatfairvaluethoughothercomprehensiveincome. Suchassets
are subsequently measured at fair value and changes in fair value are recognized in other comprehensive income.

ii. Financial Liabilities

a)

b)

The Microfinance classifies the financial liabilities as follows:

Financial liabilities at fair value through profit or loss

Financialliabilities are classified as fair value through profit or loss (FVTPL) if they are held for trading or are designated
atfairvalue through profit orloss. Uponinitial recognition, transaction costis directly attributable to the acquisition are
recognized in Statement of Profit or Loss as incurred. Subsequent changes in fair value is recognized at profit or loss

Financial liabilities measured at amortized cost
Allfinancial liabilities other than measured at fair value though profit or loss are classified as subsequently measured
at amortized cost using effective interest method.

Measurement

Financial assets at FVTOCI

On initial recognition, the Microfinance can make an irrevocable election (on an instrument-by instrument basis) to
present the subsequent changes in fair value in other comprehensive income pertaining to investments in equity
instruments. This election is not permitted if the equity investment is held for trading. These elected investments
are initially measured at fair value. Subsequently, they are measured at fair value with gains and losses arising
from changes in fair value recognized in other comprehensive income and accumulated in the 'Fair Value Reserve'.
The cumulative gain or loss is not reclassified to Statement of Profit and Loss on disposal of the investments.
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A financial asset is held for trading if:

It has been acquired principally for the purpose of selling it in the near term; or
on initial recognition it is part of a portfolio of identified financial instruments that the Company manages together
and has a recent actual pattern of short-term profit-taking; or

It is a derivative that is not designated and effective as a hedging instrument or a financial guarantee.
Dividends on these investments in equity instruments are recognized in Statement of Profit and Loss when the
Microfinance’s right to receive the dividends is established, it is probable that the economic benefits associated with
the dividend will flow to the entity, the dividend does not represent a recovery of part of cost of the investment and
the amount of dividend can be measured reliably.

Financial assets at fair value through profit or loss (FVTPL)

Investments in equity instruments are classified as at FVTPL, unless the Microfinance irrevocably elects on initial
recognition to present subsequent changes in fair value in other comprehensive income for investments in equity
instruments which are not held for trading.

Debt instruments that do not meet the amortized cost criteria or FVTOCI criteria (see above) are measured at
FVTPL. In addition, debt instruments that meet the amortized cost criteria or the FVTOCI criteria but are designated
as at FVTPL are measured at FVTPL

A financial asset that meets the amortized cost criteria or debt instruments that meet the FVTOCI criteria may
be designated as at FVTPL upon initial recognition if such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would arise from measuring assets or liabilities or recognizing the
gains and losses on them on different bases

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any gains or losses
arising on re-measurement recognized in Statement of Profit and Loss. Dividend on financial assets at FVTPL is
recognized when the Microfinance’s right to receive the dividends is established, it is probable that the economic
benefits associated with the dividend will flow to the entity, the dividend does not represent a recovery of part of cost
of the investment and the amount of dividend can be measured reliably.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is held for trading or is designated as at FVTPL.
A financial liability is classified as held for trading if:

it has been incurred principally for the purpose of repurchasing it in the near term; or

on initial recognition it is part of a portfolio of identified financial instruments that the Company manages together
and has a recent actual pattern of short-term profit-taking; or

it is a derivative that is not designated and effective as a hedging instrument

A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial
recognition if:

such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise;

the financial liability forms part of a company of financial assets or financial liabilities or both, which is managed and
its performance is evaluated on a fair value basis, in accordance with the Company’s documented risk management
or investment strategy, and information about the Company is provided internally on that basis; or

it forms part of a contract containing one or more embedded derivatives, and NFRS 9 permits the entire combined
contract to be designated as at FVTPL in accordance with NFRS 9

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on re-measurement
recognized in Statement of Profit and Loss. The net gain or loss recognized in Statement of Profit and
Loss incorporates any interest paid on the financial liability and is included in the ‘Other income’ line item.
However, for non-held-for-trading financial liabilities that are designated as at FVTPL, the amount of change in the
fair value of the financial liability that is attributable to changes in the credit risk of that liability is recognized in
other comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss, in which case these
effects of changes in credit risk are recognized in Statement of Profit and Loss. The remaining amount of change
in the fair value of liability is always recognized in Statement of Profit and Loss. Changes in fair value attributable
to a financial liability’s credit risk that are recognized in other comprehensive income are reflected immediately in
retained earnings and are not subsequently reclassified to Statement of Profit and Loss.

Financial liabilities subsequently measured at amortized cost

Financial liabilities that are not held-for-trading and are not designated as at FVTPL are measured at amortized
cost at the end of subsequent accounting periods. The carrying amounts of financial liabilities that are
subsequently measured at amortized cost are determined based on the effective interest method. Interest
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expense that is not capitalized as part of costs of an asset is included in the ‘Finance Expenses’ line item.
The effective interest method is a method of calculating the amortized cost of a financial liability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments (including all fees paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through the expected life of the financial liability, or (where
appropriate) a shorter period, to the net carrying amount on initial recognition.

De-recognition

De-recognition of financial assets

The Microfinance derecognizes a financial asset when the contractual rights to the cash flows from the financial
asset expire, or when it transfers the financial asset in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred or in which the Microfinance neither transfers 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 de-recognition that is created or retained by the
Microfinance is recognized as a separate asset or liability. On de-recognition of a financial asset, the difference
between the carrying amount of the asset, and the sum of

The consideration received and

Any cumulative gain or loss that had been recognized in other comprehensive income is recognized in retained
earnings.

The Microfinance enters into transactions whereby it transfers assets recognized on its Statement of Financial
Position, but retains either all or substantially all of the risks and rewards of the transferred assets or a portion of
them. If all or substantially all risks and rewards are retained, then the transferred assets are not derecognized.
Transfers of assets with retention of all or substantially all risks and rewards include, for example repurchase
transactions.

De-recognition of financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expired.
Where an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a de-
recognition of the original liability and the recognition of a new liability. The difference between the carrying value of
the original financial liability and the consideration paid is recognized in Statement of Profit or Loss.

Determination of fair value

Fairvalue'isthepricethatwouldbereceivedtosellanassetorpaidtotransferaliability (exitprice)inanorderlytransaction
between market participants at the measurement date in the principal or, in its absence, the most advantageous
market to which the Group has access at that date. The fair value of a liability reflects its non-performance risk.
When available, the Microfinance measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as active if transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information on an ongoing basis. If there is no quoted price in an
active market, then the 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 fair value measurement hierarchy is as follows:
Level 1 fair value measurements are those derived from unadjusted quoted prices in active markets for identical
assets or liabilities.

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

Level 3 portfolios are those where there are unobservable inputs of the instruments. The inputs are not based on
observable market data.

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price
i.e. 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 technigue 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. In case the fair
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value is evidenced by a quoted price in an active market for an identical asset or liability (Level 07 valuation), the
difference between the transaction price and fair value is recognized in profit or loss immediately

Impairment

At each reporting date, the Microfinance assesses whether there is objective evidence that a financial asset or group
of financial assets not carried at fair value through profit or loss are impaired. A financial asset or a group of financial
assetsisimpaired when objective evidence demonstrates that aloss event has occurred after the initial recognition of
theasset(s),andthattheloss eventhasanimpact onthe future cash flows of the asset(s) that can be estimated reliably.
Objective evidence that financial assets are impaired can include significant financial difficulty of the borrower or
issuer, default or delinquency by a borrower, restructuring of a loan or advance by the Microfinance on terms that
the Microfinance would not otherwise consider, indications that a borrower or issuer will enter bankruptcy, the
disappearance of an active market for a security, or other observable data relating to a group of assets such as
adverse changes in the payment status of borrowers or issuers in the group, or economic conditions that correlate
with defaults in the group. In addition, for an investment in an equity security, a significant or prolonged decline in its
fair value below its cost is objective evidence of impairment.

In case of financial difficulty of the borrower, the Microfinance considers to restructure loans rather than take
possession of collateral. This may involve extending the payment arrangements and agreement of new loan
conditions. Once the terms have been renegotiated, any impairment is measured using the EIR method and the
loan is no longer considered past due. Management continually reviews renegotiated loans to ensure that all criteria
are met and that future payments are likely to occur. The loans continue to be subject to an individual or collective
impairment assessment, calculated using the loan’s original EIR.

Impairment of financial assets measured at amortized cost

TheMicrofinanceconsidersevidenceofimpairmentforloansandadvancesmeasuredatamortizedcostatboth specific
assetandcollectivelevel. The Microfinance firstassesses individually whether objective evidence of impairment exists
forfinancial assets that are individually significant and that are not individually significant are assessed on collectively.
If there is objective evidence on that an impairment loss has been incurred, the amount of the loss is measured
as the difference between the asset's carrying amount and the present value of estimated future cash flows. The
carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognized in profit or loss. 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.

Impairment of loans and advances portfolios are based on the judgments in past experience of portfolio behaviour.
In assessing collective impairment, the Microfinance uses historical trends of the probability of default, the timing of
recoveries and the amount of loss incurred, adjusted for management’s judgment as to whether current economic
and credit conditions are such that the actual losses are likely to be greater or less than suggested by historical
trends. Default rates, loss rates and the expected timing of future recoveries are regularly benchmarked against
actual outcomes to ensure that they remain appropriate. Loans together with the associated allowance are written
off when there is no realistic prospect of future recovery and all collateral has been realized or has been transferred
to the Microfinance. If in a subsequent year, the amount of the estimated impairment loss increases or decreases
because of an event occurring after the impairment was recognized, the previously recognized impairment loss is
increased or reduced by adjusting the allowance account. If a write off is later recovered, the recovery is recognized
in the 'non-operating income’.

Trading Assets

Trading assets and liabilities are those assets and liabilities that the Laghubitta acquires or incurs principally for
the purpose of selling or repurchasing in the near term or holds as part of a portfolio that is managed together for
short-term profit or position taking. There were no Trading Assets held by Laghubitta during F.Y. 2081-82.

Property and Equipment
Recognition and Measurement
Property and Equipment are recognized if it is probable that future economic benefits associated with the assets
will flow to the Microfinance and the cost of the asset can be reliably measured. The cost includes expenditures that
are directly attributable to the acquisition of the assets. Cost of self-constructed assets includes followings:
Cost of materials and direct labour;
Any other cost directly attributable to bringing the assets to the working condition for their intended use; and
Capitalized borrowing cost"
Property and equipment are measured at cost (for land using deemed cost at on the transition date)
less accumulated depreciation and accumulated impairment loss if any. Neither class of the property
and equipment are measured at revaluation model nor is their fair value measured at the reporting date.
Subsequent expenditure is capitalized if it is probable that the future economic benefits from the expenditure will flow
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to the entity. Ongoing repairs and maintenance to keep the assets in working condition are expensed as incurred.
Any gain or losses on de-recognition of an item of property and equipment is recognized in profit or loss."

Grant Assets

The assets received under grant has been booked under Property and Equipment by creating a capital reserve of
equal amount. The annual depreciation is deducted every year from this reserve till the useful life of assets. The
balance of capital reserve depicts Written down Value of the Grant Assets.

Depreciation

Property and equipment's are depreciated from the date they are available for use on property on Straight Line
method over estimated useful lives as determined by the Management. Depreciation is recognized in profit or
loss. Land is not depreciated. Charging of depreciation is ceased from the earlier of the date from which the asset
is classified as held for sale or is derecognized. The estimated useful lives of significant items of property and
equipment for current year and comparative periods are as follows:

Categories Useful life (Years)

Lease hold Assets

Computer & Accessories

Office Equipment

Furniture & fixture
Vehicle
Software

(S B L

Intangible Assets/ Goodwill

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

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.

Income tax

The Company is subject to tax laws of Nepal. Income Taxes have been calculated as per the provisions of the
Income Tax Act, 2058. Deferred tax is recorded on temporary differences between the tax bases of assets
and liabilities and their carrying amounts, at the rates that have been enacted or substantively enacted at the
reporting date. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable
profits during the periods in which those temporary differences and tax law carry-forwards become deductible.
The Microfinance considers the expected reversal of deferred tax liabilities and projected future taxable
income making this assessment. The amount of the deferred tax assets considered realizable, however, could
be reduced in the near term if estimates of future taxable income during the carry-forward period are reduced.
Income tax comprises current and deferred tax. Income tax expense is recognized in the statement of profit and
loss except to the extent it relates to items directly recognized in equity or in other comprehensive income.”

Current Tax

Current tax is the amount of tax payable based on the taxable profit for the year. Taxable profit differs
from ‘profit before tax’ as reported in the statement of profit and loss because of items of income or
expense that are taxable or deductible in other years and items that are never taxable or deductible.
Currentincome tax assets and liabilities for the current period are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that
are enacted or substantively enacted by the reporting date in the countries where the Microfinance operates and
generates taxable income. Current income tax assets and liabilities also include adjustments for tax expected to be
payable or recoverable in respect of previous periods."

Deferred Tax

Deferred tax is recognized on temporary differences arising between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes.
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Deferred tax is determined using tax rates (and laws) enacted or substantively enacted at the reporting date and that
are expected to apply when the related deferred tax asset is realized or the deferred tax liability is settled. Deferred tax
assets are reviewed at each reporting date and reversed if it is no longer probable that the related tax benefits will be
realized. The measurement of deferred tax reflects the tax consequences that would follow from the manner in which
the Microfinance expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.
Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilized except:

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

Inrespect of deductible temporary differences associated with investmentsin subsidiaries, associates and interestsin
jointventures, deferred tax assets arerecognized only tothe extentthatitis probable that the temporary differences will
reverseintheforeseeablefutureandtaxableprofitwillbeavailableagainstwhichthetemporarydifferencescanbeutilized.
Deferred tax relating to items recognized in OCl is recognized in OCI. Deferred tax items are recognized in correlation
to the underlying transaction either in other comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax
assets against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.

Deposits, debt securities issued and subordinated liabilities

Microfinance deposits consist of money placed into the Microfinance by its customers. These deposits are made to
deposit accounts such as fixed deposit accounts, savings accounts, margin deposit accounts, call deposit accounts
and current accounts. Details and further disclosures about deposits have been explained in note that follows.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of a past
event, when it is probable that an outflow of resources will be required to settle the obligation and when the amount
can be reliably estimated.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third
party, a receivable is recognized as asset if it is virtually certain that reimbursement will be received and the amount
of the receivable can be measured reliably.

A disclosure for contingent liabilities is made where there is:

a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence or
non-occurrence of one or more uncertain future events not wholly within the control of the entity; or

present obligation that arises from past events but is not recognized because:

Itis not probable that an outflow of resources embodying economic benefits will be required to settle the obligation;
or

The amount of the obligation cannot be measured with sufficient reliability.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by
the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the entity.

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 income

Interest income is recognized in profit or loss for all interest-bearing instruments on an accrual basis using the
method which is approximately the same with effective interest method as allowed by carve-out on NFRS. The
effective interest rate is the rate that exactly discounts the expected estimated future cash payments and receipts
through the expected life of the financial asset or liability. Where financial assets have been impaired, interest
income continues to be recognized on the impaired value, based on the original effective interest rate.
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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. Direct incremental transaction costs related to the acquisition, issue or disposal of financial instruments
is also taken into account in the calculation. 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.

Carve-out for Effective Interest Rate (EIR) method

The Microfinance has availed the carve-out for interest income recognition by applying the rate implicit on individual
products. Considering the amount of renewal and initial service fees that the bank charges on the loans and
advances (which is in negligible figure), applying EIR method would not be practical and cost effective. Hence, initial
service fees and renewal charges have been recognized during the period when such income accrue rather than
being included within the component of interest income under EIR method.

Fee and commission income

Fees and commission income that are integral to the effective interest rate on a financial asset are included in
measurement of effective interest rate. Other fees and commission income including management fee, service
charges, syndication fee, forex transaction commission, commission of issue of letter of credit and guarantee are
recognized as the related services are performed.

Dividend income

Dividend on investment in resident company is recognized when the right to receive payment is established. Dividend
income are presented in net trading income, net income from other financial instruments at fair value through profit
or loss or other revenue based on the underlying classification of the equity instruments.

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

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

management upon initial recognition. Management may only designate an instrument at fair value through profit or

loss upon initial recognition when the following criteria are met, and designation is determined on an instrument-by-
instrument basis:

. The designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise
from measuring the assets or liabilities or recognizing gains or losses on them on a different basis.

. The assets and liabilities are part of a group of financial assets, financial liabilities or both, which are managed
and their performance evaluated on a fair value basis, in accordance with a documented risk management or
investment strategy.

. The financial instrument contains one or more embedded derivatives, which significantly modify the cash
flows that would otherwise be required by the contract.

Financial assets and financial liabilities at fair value through profit or loss are recorded in the statement of financial
position at fair value. Changes in fair value are recorded in Net gain or loss on financial assets and liabilities
designated at fair value through profit or loss is recognized in statement of Profit or Loss. Interest earned or incurred
is accrued in Interest income or Interest expense, respectively, using the effective interest rate (EIR), while dividend
income is recorded in other operating income when the right to the payment has been established."

Interest expense

Interest expense on all financial liabilities including deposits is recognized in profit or loss using effective interest
rate method. Interest expense on all trading liabilities is considered to be incidental to the Microfinance’s trading
operations and are presented together with all other changes in fair value of trading assets and liabilities in net
trading income.
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Short Term Employee Benefits
Short term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided. A liability is also recognized for the amount expected to be paid
under bonus required by the prevailing Bonus Act pay the amount as a result of past service provided
by the employee and the obligation can be estimated reliably under short term employee benefits.
Short-term employee benefits include all the following items (if payable within 12 months after the end of the
reporting period):

. wages, salaries and social security contributions;
. paid annual leave and paid sick leave;
. non-monetary benefits

Post-Employment Benefit Plan
Post-employment benefit plan includes followings

Defined Contribution Plan

A defined contribution plan is a post-employment benefit plan under which an entity pays a fixed contribution to
a separate entity and has no legal or constructive obligation to pay future amounts. Obligations for contributions
to defined contribution plans are recognized as personnel expense in profit or loss in the periods during which the
related service are rendered by employees. Pre-paid contributions are recognized as an asset to the extent that cash
refund or reduction in future payments is available. Contributions to a defined contribution plan being due for more
than 12 months after the end of the period in which the employee render the service are discounted at their present
value. The following are the defined contribution plan provided by the Microfinance to its employees:

Employees Provident Fund

In accordance with law, all employees of the Microfinance are entitled to receive benefits under the provident fund, a
defined contribution plan in which both the employee and the Microfinance contribute monthly at a pre-determined
rate (currently, 10% of the basic salary plus grades). Microfinance does not assume any future liability for provident
fund benefits other than its annual contribution.

Defined Benefit Plan

TheMicrofinanceprovidesGratuityPlanandLeaveEncashmentPlan(intermsof AnnuallLeaveandSick Leave)asdefined
benefits to its employees. These benefits are post-employment benefit plans and are paid based on length of service.
These benefit plans are funded whereas the Microfinance makes earmark investment of these funds. The gratuity plan
providesforlumpsumpaymentstovestedemployeesatretirementorupondeathwhileinemploymentorontermination
of employment for an amount equivalent defined days'’ eligible salary payable for each completed year of service.
Further, employees of the Microfinance are entitled to avail Annual Leave and Sick Leave. The employees can carry
forward the un-availed leave and are entitled to encash the cumulative leave at the time of the retirement. The
obligation under these plans is calculated by a qualified actuary every year using projected unit credit method.
The following are the defined benefit plans provided by the Microfinance to its employees:

Gratuity

Microfinance provides for gratuity on accrual basis covering eligible employees in terms of Employee Service
Byelaws of the Microfinance. The plan provides for lump sum payments to vested employees at retirement or upon
death while in employment or on termination of employment for an amount equivalent defined days’ eligible salary
payable for each completed years of service. The Microfinance accounts for the liability for gratuity as per the
Actuarial valuation.

Leave Salary

The employees of the Microfinance are entitled to carry forward a part of their unavailed / unutilized leave subject
to a maximum limit. The employees can encash unavailed/ unutilized leave partially in terms of Employee Service
Byelaws of the Microfinance. The Microfinance accounts for the liability for accumulated leave as per the actuarial
valuation.

Termination Benefits

Termination benefits are recognized as expense when the Microfinance is demonstrably committed, without
realistic possibility of withdrawal, to a formal plan to provide termination benefits to employees as a result of an
offer made to encourage voluntary redundancy. Termination benefits are recognized if the Microfinances made an
offer for voluntary redundancy, it is probable that the offer will be accepted and the number of acceptances can be
measured reliably. If the benefits are payable in more than 12 months after the reporting date, they are discounted
to their Present value.
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The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of the
arrangement at the inception date and requires an assessment of whether the fulfilment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys a right to use the asset, even if that
right is not explicitly specified in an arrangement.

The Microfinance as a Lessee:

Finance leases that transfer to the Microfinance substantially all of the risks and benefits incidental to
ownership of the leased item, are capitalized at the commencement of the lease at the fair value of the leased
property or, if lower, at the present value of the minimum lease payments. Lease payments are apportioned
between finance charges and reduction of the lease liability so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance charges are recognized in Finance cost in the income statement.
Leased assets are depreciated over the useful life of the asset. However, if there is no reasonable certainty that the
Microfinance will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the asset and the lease term.

Leases that do not transfer to the Microfinance substantially all the risks and benefits incidental to ownership of the
leased itemsare operatingleases. Operating lease payments arerecognized as an expensein theincome statementon
astraight-linebasis overthe lease term. Wheretherentals are structured solely toincrease in line with expected general
inflation to compensate for the lessor’s expected inflationary cost increases, such increases are recognized in the year
inwhich such benefitsaccrue. Contingentrentals are recognized as an expensein the period in which they are incurred.
The Microfinance has initially recognized Lease in balance sheet as Right of use of assets (ROU) and Lease Liability.
ROU has been recognized at sum of the amount of the initial measurement of the lease liability, any lease payments
made at or before the commencement date, less any lease incentives received, any initial direct costs incurred by
the lessee and an estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset,
restoring the site on which it is located or restoring the underlying asset to the condition required by the terms and
conditions of the lease. At the commencement date, a lessee shall measure the lease liability at the present value
of the lease payments that are not paid at that date. The lease payments shall be discounted using the interest rate
implicit in the lease, if that rate can be readily determined. If that rate cannot be readily determined, the lessee shall
use the lessee’s incremental borrowing rate.

A lessee may elect not to apply accounting treatment as per NFRS 16 in following cases:
short-term leases; and
leases for which the underlying asset is of low value

If a lessee elects not to apply the accounting treatment as per NFRS 16 due to either short-term leases or leases
for which the underlying asset is of low value, the lessee shall recognize the lease payments associated with those
leases as an expense on either a straight-line basis over the lease term or another systematic basis. The lessee
shall apply another systematic basis if that basis is more representative of the pattern of the lessee’s benefit.
The lease payment has been discounted at the incremental borrowing rate in lease which is 10%.
The lease assets having the lease liability of equal to or less than 30 lacs present value at inception has been
considered as low value and for those lease the expenses has been recognized under straight line basis."

The Microfinance as a lessor

Leases in which the Microfinance does not transfer substantially all of the risks and benefits of ownership
of the asset are classified as operating leases. Initial direct costs incurred in negotiating an operating lease
are added to the carrying amount of the leased asset and recognized over the lease term on the same
bases as rental income. Contingent rents are recognized as revenue in the period in which they are earned.
In para 33, lease payments under an operating lease shall be recognized as an expense on a straight-line basis over
the lease term unless either:

Another systematic basis is more representative of the time pattern of the user’s benefit even if the payments to the
lessors are not on that basis; or

The payments to the lessor are structured to increase in line with expected general inflation to compensate for the
lessor’s expected inflationary cost increases. If payments to the lessor vary because of factors other than general
inflation, then this condition is not met.

Microfinance operates its branches and ATMs in number of leased facilities under operating lease agreements.
Operating lease rentals payable are charged to the profit and loss on a straight-line basis over the period of the lease.
For the reporting period the Microfinance did not have a finance lease in the capacity of the lessor or in the capacity
of a lessee and it also did not have an operating lease in the capacity of the lessor."

¥z | &<t affep Ufddea 3.d. 20T 10T



3.156

3.16

3.17

3.18

Share capital and reserves
The Microfinance classifies the capital instruments as equity instruments or financial liabilities in
accordance with the substance with the contractual terms of the instruments. Equity is defined as
residual interest in total assets of an entity after deducting all its liabilities. Common shares are classified
as equity of the Microfinance and distributions thereon are presented in statement of changes in equity.
Incremental costs directly attributable to issue of an equity instruments are deducted from the equity.
The reserves include retained earnings and other statutory reserves such as general reserve, exchange
equalization reserve, regulatory reserve, fair value reserve, revaluation reserve and other reserves.
Regulatory reserve includes any amount derived as result of NFRS convergence with effect in retained earning
computed as per NRB Directive No. 4.

Earnings per share including diluted
Basic earnings per share is computed by dividing the profit/ (loss) for the year by the weighted average number of
equity shares outstanding during the year.

Diluted earnings per share is computed by dividing the profit/ (loss) for the year as adjusted for dividend, interest
and other charges to expense or income (net of any attributable taxes) relating to the dilutive potential equity
shares, by the weighted average number of equity shares considered for deriving basic earnings per share and
the weighted average number of equity shares which could have been issued on the conversion of all dilutive
potential equity shares. Potential equity shares are deemed to be dilutive only if their conversion to equity shares
would decrease the net profit per share from continuing ordinary operations. Potential dilutive equity shares
are deemed to be converted as at the beginning of the period, unless they have been issued at a later date.
There have been no transactions involving ordinary shares or potential ordinary shares between the reporting date
and the date of the completion of these financial statements which would require the restatement of earnings per
share”

Segment reporting

An operating segment is a component of the Microfinance that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses that relating to transactions with any of the
Microfinance’'s other components, whose operating results are reviewed by the management to make decision
about resource allocation to each segment and assess its performance

Regrouping and Reclassification

3.18.1 Reclassification of Placement with BFIs to Cash and Cash equivalent

In the current year, certain balances previously shown under Placements in BFIs have been reclassified to Balance
with BFIs within Cash and Cash Equivalents, in line with the definition under NAS 7. This change improves the
presentation of the financial statements without impacting total assets, liabilities, equity, or profit. Prior year figures
have been regrouped accordingly for comparability.

Particulars Current year Reclassification of Previous As previously reported
balance (2081.82) year balance (2080.81) (2080.81)

Placements with Financial Institutions

Placement with domestic Fis 20,000,000.00 20,000,000.00 567,725312.17

Cash and Cash Equivalent

Balances with B/Fis 453,183,313.91 547,725,312.17 -

3.18.2 Reclassification of Provision made against Other Financial Assets to Impairment Charge.

In the current year, previously made provision against Other Financial Assets has been reclassified and presented
as impairment charge to Other Assets.
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The explanatory notes and significant disclosure relating to the financial statements are as follows:

Cash and cash equivalents consist of the total amount of cash in hand, balances with other banks and financial institu-
tions, money at call and short notice.

Cash and Cash Equivalent

Note-4.1
Cash in hand 5,625,931 15,980,423
Balances with B/Fls 453,183,314 547,725,312
Money at call and short notice - -
Other - -
Total 458,809,245 563,705,735

Statutory Balances and Due from Nepal Rastra Bank

Statutory balances held with Nepal Rastra Bank for compulsory cash reserve, securities purchased from Nepal Rastra
Bank under resale agreement, other deposits with and receivables from Nepal Rastra Bank has been presented under this
account head.

Note-4.2
Particulars Ashad end 2082 Ashad end 2081
Statutory balances with NRB 30,194,331 26,194,331
Statutory balances with BFls - -
Securities purchased under resale agreement - -
Other deposit and receivable from NRB - -
Total 30,194,331 26,194,331

Placements with Financial Institutions
Placement with domestic as well as foreign bank and financial institutions are presented under this account head.

Note-4.3
Particulars Ashad end 2082 Ashad end 2081
Placement with domestic Fls 20,000,000 20,000,000
Less: Allowances for impairment - -
Total 20,000,000 20,000,000
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Derivative financial instruments
There were no derivative financial instruments held by the Microfinance during the year.

Particulars Ashad end 2082 Ashad end 2081
Held for trading . }

Interest rate swap - -

Currency swap - _

Forward exchange contract - -
Others - -
Held for risk management - -

Interest rate swap - -

Currency swap - -

Forward exchange contract - -
Others - -
Total - -

Other trading assets
There were no trading assets held by the Microfinance during the year.

Particulars Ashad end 2082 Ashad end 2081

Treasury bills - -

Government bonds - -
NRB Bonds - -
Domestic Corporate bonds - -

Equities - -
Other - -
Total - -
Pledged - -
Non-pledged - -

Loan and advances to MFIs & Cooperatives
There were no Loans and Advances provided to MFIs and Financial Institutions during the year.
Note-4.6

Particulars Ashad end 2082 Ashad end 2081
Loans to microfinance institutions - -

Loans to Fls - -

Loans to cooperative - -

Less: allowance for impairment - -
Other - -
Less: Allowances for impairment - -
Total - -
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Allowances for Impairment
Note-4.6.1

Particulars Ashad end 2082 Ashad end 2081
Balance at Shrawan 1 - -

Impairment loss for the year: - -

Charge for the year - -

Recoveries/reversal - R

Amount written off - _

Balance at Ashad end - -

Loans and Advances to Customers
Outstanding amount of all loans and advances extended to the customers other than BFIs as well as Bills Purchased and
discounted less the amount of impairment allowances has been presented. Loan to employees provided according to

employee bye-laws of the Microfinance has also been presented under this head.

Note-4.7
Loan and advances measured at amortized cost 5,350,766,500 4,297,961,327
Less: Impairment allowances 84,195,408 55,325,950
Collective impairment 12,359,734 11,537,796
Individual impairment 71,835,675 43,788,154
Net amount 5,266,571,091 4,242,635,376
Loan and advances measured at FVTPL - -
Total 5,266,571,091 4,242,635,376
Analysis of loan and advances - By Product
Note-4.7.1
Particulars Ashad end 2082 Ashad end 2081
Product
Term loans 5,274,662,845 4,178,072,535
Short term, term loan - -
Long term, term loan 5,274,662,845 478,072,535
Hire purchase loans - -
Personal Residential Loans - -
Staff loans - -
Other 54,344,680 72,994,817
Sub total 5,329,007,525 4,251,067,352
Interest receivable 21,758,975 46,893,975
Grand Total 5,350,766,500 4,297,961,327
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Analysis of Loan and Advances - By Collateral

Note-4.7.2
Secured
Immovable assets - -
Government guarantee - -
Collateral of Government securities - -
Collateral of Fixed Deposit Receipt - -
Group guarantee Personal guarantee - -
Other collateral 509,099,963 622,905,587
Subtotal 509,099,963 622,905,587
Unsecured 4,841,666,537 3,675,055,740
Grand Total 5,350,766,500 4,297,961,327

Allowances for impairment

Note-4.7.3
Particulars Ashad end 2082 Ashad end 2081
Specific allowances for impairment
Balance at Shrawan 1 55,325,950 55,724,502
Impairment loss for the year:
Charge for the year 28,869,458 -
Recoveries/reversal during the year - (398,552)
Write-offs - -
Other movement - -
Balance at Ashad end 84,195,408 55,325,950
Total allowances for impairment 84,195,408 55,325,950

Investment Securities
Note-4.8

Particulars Ashad end 2082 Ashad end 2081
Investment securities measured at amortized cost - -
Investment in equity measured at FVTOCI 597,846 1,000,000
Total 597,846 1,000,000
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Investment Securities measured at Amortized Cost

Note-4.8.1
Particulars Ashad end 2082 Ashad end 2081
Debt securities - -
Government bonds - -
Government treasury bills - -
Nepal Rastra Bank bonds - -
Nepal Rastra Bank deposits instruments - -
Other - -
Less: specific allowances for impairment - -
Total - -
Investment in equity measured at fair value through other comprehensive income
Note-4.8.2
Particulars Ashad end 2082 Ashad end 2081
Equity instruments
Quoted equity securities - -
Unguoted equity securities 597,846 1,000,000
Total 597,846 1,000,000
Current tax assets
Note-4.9
Current tax assets 59,388,232 39,164,805
Current year income tax assets 56,616,058 35,477,371
Tax assets of prior periods 2,772,174 3,687,434
Current tax liabilities 28,172,944 10,814,777
Current year income tax liabilities 25,400,770 7,127,343
Tax liabilities of prior periods 2772174 3,687,434
Total 31,215,288 28,350,027

Investment Property

This also includes land, land and building acquired as non-banking assets by the Microfinance but not sold. After The
Microfinance has measured Investment properties are measured at cost, however no deprecation has been charged as
no such properties has been used by the Microfinance.

Note-4.10
Particulars Ashad end 2082 Ashad end 2081
Investment properties measured at fair value

Balance as on Shrawan 1, 2081 -

Addition/disposal during the year -

Net changes in fair value during the year -

Adjustment/transfer -

Net amount -

Investment properties measured at cost
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Balance as on Shrawan 1, 2081 4,077,000 -
Addition/disposal during the year - 4,077,000
Adjustment/transfer - -

Accumulated depreciation - -

Accumulated impairment loss - -
Net amount 4,077,000 4,077,000
Total 4,077,000 4,077,000

Other assets
Note-4.14

Particulars Ashad end 2082 Ashad end 2081

Assets held for sale - -

Other non banking assets - -

Bills receivable - -

Accrued income - -

Prepayments and deposit 472,677 423,141
Income tax deposit - -
Deferred employee expenditure 140,447 57,222
Other 44,106,075 54,916,670
Other Financial Assets

Accounts receivable 851,124 851,374
Cash in transit theft 118,425 118,425
Receivable on Surpal branch misappropriation 4619916 4619916
Receivable on Okhaldhunga branch misappropriation 35,583,016 35,583,016
Receivable on Khairanitar branch misappropriation 84,904,152 84,904,152
Receivable on Kisanpur branch misappropriation 942,000 942,000
Impairment Charge (127,018,633) (125,754,459)
Total 44,719,199 56,661,457

Due to Bank and Financial Institutions
There was no due to Bank and financial institution by the Microfinance during the year. Note-4.15

Particulars Ashad end 2082 Ashad end 2081
Borrowing from BFls - -

Settlement and clearing accounts - -
Other - -
Total - -

Due to Nepal Rastra Bank
There was no due to Nepal Rastra Bank by the Microfinance during the year. Note-4.16

Particulars Ashad end 2082 Ashad end 2081
Refinance from NRB - -

Standing Liquidity Facility - B,

Lender of last report facility from NRB - -

Securities sold under repurchase agreements - -
Other payable to NRB - _
Total - -
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Derivative financial instruments

There were no Derivative financial instruments held by the Microfinance during the year.

Particulars Ashad end 2082

Held for trading

Aarambha Chautari Laghubitta Bittiya Sanstha Limited

Note-4.17

Ashad end 2081

Interest rate swap

Currency swap

Forward exchange contract

Others

Held for risk management

Interest rate swap

Currency swap

Forward exchange contract

Others

Total

Deposits from customers

Particulars
Institutions customers:

Ashad end 2082

Note-4.18

Ashad end 2081

Term deposits

Call deposits

Other

Individual customers:

1,894,900,281

1,682,064,180

Term deposits

Saving deposits

Savings from Members

1,894,900,281

1,582,064,180

Other

Total

1,894,900,281

1,682,064,180

Borrowing

Particulars
Domestic Borrowing

Ashad end 2082

Note-4.19

Ashad end 2081

Nepal Government

Other licensed Institutions

3,359,277,082

2,776,891,693

Other

Sub total

3,359,277,082

2,776,891,693

Foreign Borrowing

Foreign Bank and Financial Institutions

Multilateral Development Banks

Other Institutions

Sub total

Total

3,359,277,082

2,776,891,693

4% | ool afes yfeeat an.a

Q20T9 10T



Aarambha Chautari Laghubitta Bittiya Sanstha Limited

Provisions
There was no provision made by the Microfinance during the year. Note-4.20
Particulars Ashad end 2082 Ashad end 2081

Provisions for redundancy - -

Provision for restructuring - -

Pending legal issues and tax litigation - -

Onerous contracts - -

Other - -

Total - -

Movement in provision

Note-4.20.1
Balance at Shrawan 1 125,754,459 125,037,459
Provisions made during the year 1,264,174 942,000
Provisions used during the year - -
Provisions reversed during the year - (225,000)
Unwind of discount - -
Balance at Ashad end 127,018,633 125,754,459
Other liabilities
Note-4.21
Particulars Ashad end 2082 Ashad end 2081
Liability for employees defined benefit obligations 26,950,758 27,670,499
Liability for long-service leave 28,835,435 23,585,995
Short-term employee benefits 1,119,589 2,638,663
Bills payable - -
Creditors and accruals 6,401,501 12,517,449
Interest payable on deposit 380,781 509,336
Interest payable on borrowing - -
Liabilities on deferred grant income - -
Unpaid Dividend - -
Liabilities under Finance Lease 47,456,101 54,526,336
Employee bonus payable 9,187,535 2,492,278
Other 3,822,182 25,542,468
Total 124,153,883 149,483,024
Defined benefit obligations

Note-4.21.1

Particulars Ashad end 2082 Ashad end 2081
Present value of funded obligations 26,950,758 27,721,629
Total present value of obligations 26,950,758 27,721,629
Fair value of plan assets - -
Present value of net obligations 26,950,758 27,721,629
Recognized liability for defined benefit obligations 26,950,758 27,721,629
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Plan assets
Note-4.21.2
Particulars Ashad end 2082 Ashad end 2081
Equity securities - -
Government bonds - -
Bank deposit - -
Other - -
Total - -
Movement in the present value of defined benefit obligations
Note-4.21.3
Particulars Ashad end 2082 Ashad end 2081
Defined benefit obligations at Shrawan 1 27,670,499 25,306,109
Actuarial losses/(gain) (796,036) (5,207,609)
Benefits paid by the plan 1,632,019 1554336
Current service costs and interest 1,708,314 9126335
Defined benefit obligations at Ashad end 26,950,758 27,670,499
Movement in the fair value of plan assets
Note-4.21.4
Particulars Ashad end 2082 Ashad end 2081
Fair value of plan assets at Shrawan 1 - -
Contributions paid into the plan - -
Benefits paid during the year - -
Actuarial (losses) gains - -
Expected return on plan assets - -
Fair value of plan assets at Ashad end - -
Amount recognized in profit or loss
Note-4.21.5
Current service costs 2,477,281.00 6,871,559
Interest on obligation 6,960,454.00 2,254,776
Past Service Cost (7,729,421.00)
Expected return on plan assets - -
Total 1,708,314 9,126,335
Amount recognized in other comprehensive income
Note-4.21.6
Particulars Ashad end 2082 Ashad end 2081
Actuarial (gain)/loss (796,036) (5,207,609)
Total (796,036) (5,207,609)
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Actuarial assumptions

Note-4.21.7
Discount rate 7% 10%
Expected return on plan asset 0% 0%
Future salary increase 5% 5%
Withdrawal rate "Up to 35 years: 20%

& above 35 years: 10%"

Liability for long-service leave

Note-4.21.8
Present value of long-service leave 28,835,435 23,585,995
Total present value of long-service leave 28,835,435 23,585,995
Fair value of plan assets - -
Present value of net long-service leave 28,835,435 23,585,995
Recognized liability for long-service leave 28,835,435 23,585,995
Plan assets
Note-4.21.9
Particulars Ashad end 2082 Ashad end 2081
Equity securities - -
Government bonds - -
Bank deposit - -
Other - -
Total - -
Movement in the present value of Liability for Long service leave
Note-4.21.10
Particulars Ashad end 2082 Ashad end 2081
Long service leave at Shrawan 1 23,585,995 25,540,367
Actuarial losses/(gain) 4,467,852 (3,689,385)
Benefits paid by the plan 6,856,629 7,336,659
Current service costs and interest 7,638,217 9,071,672
Long service leave at Ashad end 28,835,435 23,585,995
Movement in the fair value of plan assets
Note-4.21.11
Particulars Ashad end 2082 Ashad end 2081

Fair value of plan assets at Shrawan 1 - -

Contributions paid into the plan - -

Benefits paid during the year - B

Actuarial (losses) gains - )

Expected return on plan assets - -

Fair value of plan assets at Ashad end - -
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Amount recognized in profit or loss

Note-4.21.12
Particulars Ashad end 2082 Ashad end 2081
Current service costs 5,622,449 6,884,468
Interest on obligation 2,015,768 2,187,204
Actuarial (gain)/loss 4,467,852 (3,689,385)
Expected return on plan assets - -
Total 12,106,069 5,382,287

Amount recognized in other comprehensive income
Note-4.21.13

Particulars Ashad end 2082 Ashad end 2081

Actuarial (gain)/loss . )
Total - -

Actuarial assumptions

Note-4.21.14
Discount rate 7% 10%
Expected return on plan asset 0% 0%
Future salary increase 5% 5%

Withdrawal rate "Up to 35 years: 20%

Debt securities issued
No debt securities have been issued by the Microfinance Note-4.22

Particulars Ashad end 2082 Ashad end 2081

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

Debt securities issued at amortized cost - -
Total - -

Subordinated Liabilities

No Subordinated Liabilities has been issued by the Microfinance. Note-4.23
Particulars Ashad end 2082 Ashad end 2081
Redeemable preference shares - -

Irredeemable cumulative preference shares (liabilities - -
component)

Other - -
Total - -
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Share capital

Note-4.24
Ordinary shares 367,143,409 367,143,409
Convertible preference shares (equity component only) - -
Irredeemable preference shares (equity component only) - -
Perpetual debt (equity component only) - -
Total 367,143,409 367,143,409
Ordinary shares
Note-4.24.1

Particulars Ashad end 2082 Ashad end 2081

Authorized Capital

75,00,000 Ordinary share of Rs. 100 each 750,000,000 750,000,000
Issued capital

36,71,434 Ordinary share of Rs. 100 each 367,143,409 367,143,409
Subscribed and paid up capital

36,71,434 Ordinary share of Rs. 100 each 367,143,409 367,143,409
Total 367,143,409 367,143,409

Ordinary share ownership
Note-4.24.2

Ashad end 2082

Particulars % Amount

Domestic ownership

Nepal Government 0.00% -
'A" class licensed institutions 5.88% 21,594,600
Other licensed institutions 9.87% 36,223,400
Other Institutions 0.00% -
Other 50.29% 184,626,468
Public Shareholders 33.96% 124,698,941
Foreign Ownership 0.00% -
Total 100.00% 367,143,409
Ashad end 2081
Particulars % Amount

Domestic ownership

Nepal Government 0.00% -
'A" class licensed institutions 5.88% 21,594,600
Other licensed institutions 9.87% 36,223,400
Other Institutions 0.00% -
Other 50.29% 184,626,468
Public Shareholders 33.96% 124,698,941
Total

Total 100.00% 367,143,409
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Reserves
Note-4.25
Particulars Ashad end 2082 Ashad end 2081
Statutory general reserve 64,279,207 46,669,229
Capital reserve 3,840,000 3,840,000
Exchange equalization reserve - -
Investment adjustment reserve - -
Corporate social responsibility reserve 1,171,886 882,842
Client Protection Fund 28,854,001 29,104,706
Capital redemption reserve -
Regulatory reserve 100,308,574 84,882,527

Assets revaluation reserve - -

Fair value reserve (281,508) -

Dividend equalization reserve - -

Actuarial gain (1,671,468) (2,228,693)

Special reserve - _

Debenture redemption reserve - -

Other reserve - 4,259,713
Total 196,500,692 167,410,324
General Reserve 4251

General Reserve is created as per Section 44 of the Banks and Financial Institutions Act 2073 equivalent to 20% of the net
profit earned during the year until the reserve is twice the paid-up share capital of the Microfinance after which 10% of the
net profit earned during the year shall be set aside as General Reserve.

Such reserve could not be expensed or transferred to other heads without prior approval of Nepal Rastra Bank.

Client Protection Fund 4252
As per Clause 4.1Ja of Microfinance Directive, 2081 issued by NRB, every microfinance must allocate 1.5% of its profit to
Client Protection Fund.

Corporate Social Responsibililty Fund 4253
The fund created for the purpose of corporate social responsibility by allocating profit of 1% has been presented under
this account head.

Exchange Equalization Reserve 4254
Exchange Fluctuation Reserve is the reserve created as per Section 44 of the Banks and Financial Institutions Act 2073
equivalent to 25% of the foreign exchange gain realized on the translation of foreign currency to the reporting currency
during the year other than Indian Rupees.

Such reserve could not be expensed or transferred to other heads without prior approval of Nepal Rastra Bank other than
to set off revaluation loss incurred, if any during the year.

Capital Reserve 4255
The assets received under grant has been booked under Property and Equipment by creating a capital reserve of equal
amount. The annual depreciation is deducted every year from this reserve till the useful life of assets. The balance of
capital reserve depicts Written down Value of the Grant Assets.

Fair Value Reserve 4256
The fair value reserve comprises the cumulative net change in the fair value of financial assets that are measured at fair
value and the changes in fair value is recognized in other comprehensive income, until the assets are derecognized. The
cumulative amount of changes in fair value of those financial assets has been presented under this account head.
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Contingent liabilities and commitments Note-4.26
Particulars Ashad end 2082 Ashad end 2081
Contingent liabilities

Undrawn and undisbursed facilities - -

Capital commitment - -

Lease Commitment 56,239,975 67,182,364
Litigation - -
Others - -
Total 56,239,975 67,182,364

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

Note-4.26.1

Particulars Ashad end 2082 Ashad end 2081
Capital commitments in relation to Property and Equipment

Approved and contracted for - -
Approved but not contracted for - -
Sub total - -
Capital commitments in relation to Intangible assets - -
Approved and contracted for - -
Approved but not contracted for - -
Sub total - -
Total - -
Lease commitments

Note-4.26.2

Particulars Ashad end 2082 Ashad end 2081
Operating lease commitments

Future minimum lease payments under non cancellable

operating lease, where the institution is lessee

Not later than 1 year - -
Later than 1 year but not later than 5 years - -
Sub total - -
Sub total - -
Finance lease commitments

Future minimum lease payments under non cancellable

finance lease, where institution is lessee

Not later than 1 year 18,499,218 19,612,104

Later than 1 year but not later than 5 years 35,830,590 44,272,093

Later than 5 years 1,910,167 3,298,167
Sub total 56,239,975 67,182,364
Grand total 56,239,975 67,182,364
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Litigation Note-4.26.3
Explanatory paragraphs are required for litigation contingent liabilities as per their own case of each institution

Interest Income

Note-4.27
Particulars Ashad end 2082 Ashad end 2081
Cash and cash equivalent - -
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions 3,140,307 3,716,380
Loan and advances to financial institutions - -
Loans and advances to customers 719,141,466 695,730,610
Investment securities - -
Loan and advances to staff 179,320 50,912
Other 258,227 -
Total interest income 722,719,320 699,497,902
Interest Expense
Note-4.28
Particulars Ashad end 2082 Ashad end 2081
Due to bank and financial institutions
Due to Nepal Rastra Bank - -
Deposits from customers 120,293,090 104,521,117
Borrowing 229,782,942 314,238,773
Other - -
Total interest expense 350,076,033 418,759,890
Fees and Commission Income
Note-4.29
Particulars Ashad end 2082 Ashad end 2081
Loan administration fees 50,662,704 39,384,864
Service fees 2,334,477 7,770,272
Remittance fees -
Other fees and commission income 6,488,550 1,000,396
Total fees and Commission Income 59,485,731 48,155,531
Fees and Commission Expense
Note-4.30
Particulars Ashad end 2082 Ashad end 2081
Remittance fees and commission - -
Other fees and commission expense 1,412,091 2,968,600
Total Fees and Commission Expense 1,412,091 2,968,600
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Net Trading Income
There was no trading income earned by the Microfinance during the year.
Note-4.31

Particulars Ashad end 2082 Ashad end 2081
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 - -
Other - -
Total Net Trading Income - -
Other - -

Operating Income
Note-4.32

Particulars Ashad end 2082 Ashad end 2081

Foreign exchange revaluation 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 Operating Income - -

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

Particulars Ashad end 2082 Ashad end 2081
Impairment charge/(reversal) on loan and advances to B/Fls - -

Impairment charge/(reversal) on loan and advances to customer 28,869,458 (398,552)

Impairment charge/(reversal) on financial Investment - -

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

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

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

Impairment charge/(reversal) on investment properties - -
Total 28,869,458 (398,552)
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Personnel Expense
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Note-4.34
Particulars Ashad end 2082 Ashad end 2081
Salary Allowances 192,119,973 201,209,402
Gratuity expense 1,708,314 9,126,335
Provident fund 8,122,697 7,852,424
Uniform - -
Training & development expense 7,830,473 5,196,555
Leave encashment 12,106,069 5,382,287
Medical Insurance 665,941 714,734
Employees incentive - -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRSs 692,814 50,912
Other expenses related to staff - -
Sub Total 223,246,281 229,532,648
Employees bonus 8,419,668 1,230,173
Grand Total 231,665,949 230,762,822

Other operating expense

Note-4.35
Particulars Ashad end 2082 Ashad end 2081
Directors' fee 504,000 600,000
Directors' expense 813,156 424,688
Auditors' remuneration 452,000 452,000
Other audit related expense 113,396 253,927
Professional and legal expense 724,768 836,764
Office administration expense 62,306,944 50,523,610
Operating lease expense - -
Operating expense of investment properties - -
Corporate social responsibility expense - -
Client Protection expenses - -
Onerous lease provisions - -
Finance expense -Right of use of assets 5,499,782 6,246,043
NFRS Consultancy Fee 84,750 150,000
Other - -
Total 70,498,796 59,487,032
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Office Administration Expense

Note-4.35.1
Particulars Ashad end 2082 Ashad end 2081
Water and electricity 1,556,362 1,524,449
Repair and maintenance - -
(a) Building - -
(b) Vehicle 466,187 603,546
(c) Computer and accessories - -
(d) Office equipment and furniture 1,339,165 941,175
(e) Other - -
Insurance 19,174,794 9,733,416
Postage, telex, telephone, fax 3,957,880 2,184,432
Printing and stationery 4,196,610 4,865,585
News paper, books and journals - 1,800
Advertisement 470,725 441,014
Donation - -

Security expense - -

Deposit and loan guarantee premium - -

Travel allowance and expense 13,631,917 11,101,176
Entertainment 620,870 612,736
Annual/special general meeting expense 906,244 386,505
Other - -
(a) Registration and renewals 1,076,352 1,276,039
(b) Office Furniture and Fixtures 1,010,714 2,113,289
(c) Fuel Expense 9,368,639 11,467,375
(d) Software annual fees 3,533,177 2,662,845
(e) Other 997,310 608,228
Total 62,306,944 50,523,610

The microfinance institution has various lease agreements with durations ranging from 2 to 10 years. These leases are
subject to renewal based on mutual agreement and include escalation clauses. In accordance with NFRS 16, the right-of-
use assets and lease liabilities have been determined.

Depreciation & Amortization

Note-4.36
Particulars Ashad end 2082 Ashad end 2081
Depreciation on property and equipment 4,428,076 6,986,052
Depreciation of Right of use of assets 17,673,518 15,245,450
Depreciation on investment property - -
Amortization of intangible assets 539,944 823,834
Total 22,641,538 23,055,336
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Aarambha Chautari Laghubitta Bittiya Sanstha Limited

Non Operating Income
Note-4.37

Recovery of loan written off
Other income - 225,000
Total - 225,000

Non operating expense

Note-4.38
Particulars Ashad end 2082 Ashad end 2081
Loan written off
Redundancy provision - -
Expense of restructuring - -
Provision on other assets 1,264,174 942,000
Other expense - 1,152,000
Total 1,264,174 2,094,000
Income tax expense
Note-4.39
Particulars Ashad end 2082 Ashad end 2081
Current tax expense 28,172,944 10,814,777
Current year 25,400,770 7,127,343
Adjustments for prior years 2,772,174 3,687,434
Deferred tax expense (40,445,824) 346,443
Origination and reversal of temporary differences (40,445,824) 346,443
Changes in tax rate - -
Recognition of previously unrecognized tax losses - -
Total income tax expense (12,272,880) 11,161,220
Reconciliation of tax expense and accounting profit
Note-4.39.1
Particulars Ashad end 2082 Ashad end 2081
Profit before tax 75,777,013 11,149,305
Tax amount at tax rate of 30% 22,733,104 3,344,792
Add: Tax effect of expenses that are not deductible for tax purpose 13,220,595 13,724,410
Less: Tax effect on exempt income 0 -
Add/less: Tax effect on other items (10,552,929) (9,941,859)
Total income tax expense 25,400,770 7,127,343
Effective tax rate 33.52% 63.93%
%c | ol aiffes gfideet 31.d. 20TA 10T I



Aarambha Chautari Laghubitta Bittiya Sanstha Limited

Deferred Tax Note-4.13
(Amount in NPR)

Ashad end 2082

Particulars Deferred Tax Deferred Tax Net Deferred Tax
Assets Liabilities Assets/ (Liabilities)

Deferred tax on temporary differences on following items

Loan and Advance to B/FlIs - - -

Loans and advances to customers - - -

Investment properties - - -

Investment securities - - R

Property & equipment 3,085,244 - 3,085,244
Employees' defined benefit plan 16,735,858 - 16,735,858
Right of use of assets - 12,430,634 -12,430,634
Lease liabilities 14,236,830 - 14,236,830

Acturial Gain/Loss - - _

Fair Value reserve(Investment in shares) - - -
Provision for other asset 38,105,590 38,105,590
Other temporary differences - - -

Deferred tax on temporary differences 59,732,888

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 2081/82 59,732,888
Deferred tax asset/(liabilities) as on Shrawan 1, 2081 19,405,229
Origination/(Reversal) during the year 40,327,659
Deferred tax expense/(income) recognized in profit or loss (40,445,824)
Deferred tax expense/(income) recognized in other comprehen- 118,164
sive income

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

4.8.3: Information relating to investment in equities

Ashad end 2082

Particulars Cost Fair Value

Investment in quoted equity

Investment in unquoted equity 1,000,000 597,846
Nepal Finsoft Company Ltd. 10,000 shares of Rs.100 each
Total 1,000,000 597,846
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Disclosures and Additional Information

Risk Management

The Micro Finance in compliance with Nepal Rastra Bank Directive No.6 “Corporate Governance” has established a
Risk Management Committee. Such committee comprised of following members as on date of the report:

S.N.  Members of Risk Management Committee Designation
1 Bimal Acharya Coordinator
2 Tirtha Sagar Aryal Member
3 Chandan Kumar Sardar Member-Secretary

The committee shall meet at least once every 3 months and also as per necessity based on circumstances. The
committees play the advisory roles in the issues of risk of the Micro Finance after overseeing the various risk relat-
ing to liquidity, credit, operation, capital etc. The committee’'s major function is to identify and minimize the Liquidity
Risk, Credit Risk, Operating Risk, Marketing Risk and IT Risk

Management Committee
The Management Committee comprises of following subcommittees which represents by all key Business and
Function Heads of Micro Finance that manages Micro Finance’s operation on day-to-day basis:

Procurement Committee

SN.  Members Designation
1 Shiva Prasad Gyawali Coordinator
2 Manarupa Paudel Member
3 Hom Prasad Adhikari Member-Secretary

Human Resource Committee

S.N.  Members Designation
1 Santosh Pokharel Coordinator
2 Manarupa Paudel Member
3 Ram Paudyal Member-Secretary

Finance Committee

SNN.  Members Designation
1 Shiva Prasad Gyawali Coordinator
2 Manarupa Paudel Member
3 Chandan Kumar Sardar Member
4 Hom Prasad Adhikari Member-Secretary
Audit Committee
SN.  Members Designation
1 Tirtha Sagar Aryal Coordinator
2 Kamal Prasad Timalsina Member
3 Dev Chandra Ray Member-Secretary
AML/CFT
S.N.  Members Designation
1 Puspa Raj Dhakal Coordinator
2 Shiva Prasad Gyawali Member
3 Top Bahadur Raskoti Member
4 Chandan Kumar Sardar Member-Secretary
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5.1.2

5.1.3

51.4

5.2

()

Credit Committee

SN. Members Designation
1 Top Bahadur Raskoti Coordinator
) Manrupa Poudel Member
3 Ram Paudel Member
4 Kalpana Bista Member-Secretary

Aforementioned sub-committee meets as and when required. The strategies of Micro Finance are decided and
monitored on regular basis and decision are taken collectively by this committee.

Liquidity Risk
Liquidity has been actively monitored at an appropriate frequency. Routine reporting, Trend Analysis and Budget
Variance Analysis was in place to BOD and through the ALCO and Risk Management Committee.

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, Laghubitta has arranged for diversified funding sources in addition to its core deposit base and has implement-
ed a policy of managing assets with interest rates in mind, monitoring interest rates on a regular basis, and making
repayment accordingly.

Credit Risk
The risk of potential loss because of counterparty failure to meet its obligations to pay the credit obtained from
Micro Finance as per the agreed terms is known as credit risk.

A loan application form which has been used by Micro Finance, includes all the relevant data and information re-
quired for assessment of borrowers’ background, business and experience, financial statement of borrower, credi-
bility, sector wise analysis etc.

The credit policy of Micro Finance has been guided by NRB Directives, Sector wise/ Product wise reporting of risk
assets on monthly basis, reporting of top borrowers and their analysis"

Operational Risk

Operational Risk is defined as the risk of potential loss resulting from inadequate or failed internal processes, peo-
ple and systems or from the impact of external events, including legal risks for the Laghubitta. Operational Risk is
pervasive across all the functions of the Laghubitta and is influenced by all resources, including human resource,
systems and procedural designs, deployed by the Laghubitta to carry out those functions. Operational Risk can be
caused by both internal and external sources such as fraud, business interruptions, system failures, damage to
physical infrastructure, failure in execution and service delivery, inherent risks in products, customers, inadequacy
in procedures or flawed process designs, and business practices. The risk can occur in any business function or the
business supporting functions.

Capital Management

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

Qualitative disclosures

Nepal Rastra Bank 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 governance, efficient
process of managing all material risks and an effective regime for assessing and maintaining adequate capital.
The Microfinance has BODs approved risk management policies for proper governance. The Microfinance has
developed a comprehensive ICAAP document which is subject to review every year. The ICAAP has two major
components; first is an internal process to identify, measure, manage and report risks to which the microfinance is
exposed or could be exposed in the future; and second is an internal process to plan and manage a microfinance’s
capital so as to ensure adequate capital. Nepal Rastra Bank 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 governance, efficient process of managing all material risks and an effective regime for assessing and
maintaining adequate capital.

Qi aIffic Ufddical 3.d. 20TA 10T | R



5.3 Classification of Financial Assets and Financial Liabilities
The financial assets and liabilities are classified in Amortized Cost, fair value through profit and loss and fair value
through other comprehensive income. The following table exhibit the classification of financial assets and liabili-
ties:

As on Ashad End 2082

Particulars Amortized Cost (NPR.) FVTOCI Total (NPR.)

Financial Assets

Cash and Cash equivalent 458,809,245 - 458,809,245
Statutory Balances and Due from Nepal Rastra 30,194,331 - 30,194,331
Bank

Placement with Bank & Financial Institutions 20,000,000 - 20,000,000
Derivative Financial Instruments - - -
Other Trading Assets - - -
Loan and Advances to MFls & Cooperatives - - -
Loans and Advances to Customers 5,266,571,091 - 5,266,571,091
Investment Securities - 597,846 597,846

Current Tax Assets - - -

Investment Property - - -

Property and Equipment - - -

Goodwill and Intangible assets - - -

Deferred Tax Assets - - -
Other Assets - - -
Total Financial Assets 5,775,574,668 597,846 5,776,172,513
Financial Liabilities

Due to Bank and Financial Institutions - - -

Due to Nepal Rastra - -

Derivative Financial Instrument - - -
Deposits from Customers 1,894,900,281 - 1,894,900,281
Borrowing 3,359,277,082 - 3,359,277,082
Current Tax Liabilities - - -

Provisions - - -

Deferred Tax Liabilities - - _
Other Liabilities - - _
Debt Securities Issued - , _
Subordinated Liabilities - , _
Total Financial Liabilities 5,254,177,363 - 5254,177,363

5.4 Segment Analysis
The Microfinance’s operation is managed centrally through Head Office. All strategic, financial and operational pol-
icies and operations are controlled and directed from the head office. The Microfinance operates in seven prove-
niences though has single jurisdiction details are mentioned below:
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5.5

5.6

5.7

Share options and share based payment
There is no share-based payment made by the Microfinance.

Contingent liabilities and commitment

The Microfinance discloses amount as contingent liabilities when it undertakes to make a payment on behalf of
its customers for guarantee issued as part of its transactions for which no obligation will arise at the end of the
reporting period. Other contingent liability can arise in respect of taxes and other regulatory liabilities. Though Micro
Finance has been complying with applicable laws and regulation it may be subject to regulatory action which may
result in material financial liability to the Micro Finance and are difficult to predict. None of such material claim exist
at the end of reporting date.

When the Micro Finance has confirmed its intention to provide funds to a customer or on behalf of a customers in
the form of loans and advances, future guarantee and the Micro Finance has not made the payment at the end of
reporting period, those instruments are included in the financial statements as commitment.

Contingent liabilities and commitments have been disclosed in Note 4.26.

Related Parties Disclosures
Followings are the related parties to the Micro Finance as per NAS 24" Related Parties Disclosures”:

Key Management Personnel (KMP)

The key management personnel are those persons having authority and responsibility of planning, directing and
controlling the activities of the entity, directly or indirectly including any director. The key management of the Micro-
finance includes members of its Board of Directors, Chief Executive Officer, and other higher-level employee of the
Microfinance. The name of the key management personnel who were holding various positions in the office during
the year (As at Ashad end 2082) were as follows:

Name of Key Management Personnel Designation

Shiva Prasad Gyawali CEO

Manarupa Paudel Assistant General Manager
Chandan Kumar Sardar Manager

Dev Chandra Roy Deputy Manager

Top Bahadur Raskoti Assistant Manager

5.7.1 Compensation to Key Management Personnel

The members of Board of Directors are entitled for meeting allowances. Salary and allowances are provided to Chief
Executive Officer and other member of Key Management Personnel (KMP). Salary and Allowances paid to the Chief
Executive Officer is based on the contract entered by the Microfinance with him whereas compensation paid to other
member of KMP are governed by Employees Byelaws and decisions made by management time to time in this re-
gard. In addition to salaries and allowances, non- cash benefits like vehicle facility, subsidized rate employees’ loan,
and termination benefits are also provided to KMP.

The details relating to compensation paid to key management personnel (Director’s only) were as follows:

Particulars FY 2081.82 FY 2080.81
Director’s Fee (including all BoD level committee) 504,000 600,000
Other Expenses 813,156 424,688
Total 1,317,156 1,024,688

The details relating to compensation paid to key management personnel other than directors were as follows:

Name Position Remuneration
Shiva Prasad Gyawali CEO 4,082,800
Manarupa Paudel Assistant General Manager 1,675,278
Chandan Kumar Sardar Manager 448,208
Biratpati Nath Gachhadar Manager 839,370
Devchandra Roy Deputy Manager 1,029,976
Top Bahadur Raskoti Assistant manager 974,885
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5.8

a)

b)

Besides above remuneration, vehicle facilities were provided to key management personnel. Above amount also
includes the retirement facilities.

Goodwill on Business Combination

During the fiscal year 2076/77, the Microfinance had merged with erstwhile Aarambha Laghubitta Bittiya Sanstha
Limited (AMFI) and commenced joint operations from 22 Ashad 2077. The Microfinance has issued 644,280 units
of shares to shareholders of AMFI as purchase consideration on the basis of swap ratio of 1 shares of ACLBSL for
each share of AMFI recommended by an independent valuator in accordance with Merger and Acquisition Bylaw
2073 issued by the Central Bank. Similarly, during the fiscal year 2078/79, the Microfinance had acquired Deurali
Laghubitta Bittiya Sanstha Ltd and commenced joint operations from 30 Kartik 2078. Post-acquisition, Deurali share-
holders had received 0.84 shares of ACLBSL for each share of Deurali(swap ratio of 84%). The Microfinance had
adopted conventional way of booking swap gain from merger and acquisition as per point 9(Kha) of NRB Merger and
Acquisition Bylaws, 2073 then. However, after the issuance of this Explanatory Note, the Carve-out no. 3 and 4 on
NFRS 3: Business Combination issued by ICAN on 2077.07.25 stands withdrawn and revised treatment is applicable
for Goodwill computation. Para 32 of NFRS 3 states that “The acquirer shall recognize goodwill as of the acquisition
date measured as the excess of (a) over (b) below:

The consideration transferred measured in accordance with this NFRS, which generally requires acquisition date fair
value

The net of the acquisition-date amounts of the identifiable assets acquired and the liabilities assumed measured in
accordance with this NFRS.

As per Explanatory Note on Accounting for Business Combination dated 31 July 2022, Goodwill may be measured in
a business combination effected through exchange of equity interest of the acquirer by considering the business val-
uation of acquiree computed based on the similar terms as for the purpose of computing swap ratio which is agreed
by the parties involved and approved by regulator and AGM of the company and hence is reflective of fair value. The
excess of consideration paid by the acquirer over the business value of the acquiree is only considered as goodwill
because it represents the expected synergies and other benefits arising from combining the businesses.

The calculation of Goodwill as per explanatory note is given below:

Arambha Microfinance

Particulars Amount (NPR)
No. of shares 600,000
Additional shares from DDA date to Joint transaction date 44,280
Total share at the time of joint transaction 644,280
SWAP ratio 100%
No. of shares issued 644,280
Net worth per share of CHLBS as per DDA 129.28
Purchase consideration 83,292,518
Business Value acquired 69,724,859
Goodwill 13,567,660.00

Deurali Microfinance

Particulars Amount (NPR)
No. of shares 240,000
Additional shares from DDA date to Joint transaction date -
Total share at the time of joint transaction 240,000
SWAP ratio 84%
No. of shares issued 201,600
Net worth per share of ACLBSL as per DDA 118.67
Purchase consideration 23,924,598
Business Value acquired 14,122,040
Goodwill 9,802,558
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The Microfinance has recognized NPR. 13,567,660 and NPR. 9,802,558 as Goodwill of Arambha Microfinance and
Deurali Microfinance respectively and apportioned under other Reserve of equity. Since the recoverable amount is
higher than carrying amount of the Cash Generating Unit (CGU) (value in use), goodwill allocated is not impaired.

5.9 Additional disclosures of non-consolidated entities
There are no further disclosures to be made as per NFRS requirements.

5.10 Events after reporting date.
There are no other events after Reporting Date affecting financial status as on Ashad end, 2082.

5.11 Valuation Hierarchy
Following tables demonstrates the valuation hierarchy of Microfinance’'s Assets and Liabilities. This fair value may
differ from the actual amount that may be received or paid on settlement, realization or maturity of those Financial
Assets and Liabilities.

Fair Value of Financial Assets and Liabilities Measured at Fair Value
The fair value measurement hierarchy is as follows:

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

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

Level 3 portfolios are those where there are unobservable inputs of the instruments. The inputs are not based on ob-
servable market data.

Unquoted equity As on Amount

Level 1 2080.03.31 -
2081.03.31 -
2082.03.32 -

Level 2 2080.03.31 -
2081.03.31 -
2082.03.32 -

Level 2 2080.03.31 1,000,000
2081.03.31 1,000,000
2082.03.32 597,846

5.12 Impairment of financial assets
At each reporting date, the Microfinance has assessed whether there exists objective evidence that a financial asset
or group of financial assets not carried at fair value through profit or loss are impaired. A financial asset or a group
of financial assets is impaired when objective evidence demonstrates that a loss event has occurred after the initial
recognition of the asset(s), and that the loss event has an impact on the future cash flows of the asset(s) that can be
estimated reliably.

Objective evidence that financial assets are impaired can include significant financial difficulty of the borrower or
issuer, default or delinquency by a borrower, restructuring of a loan or advance by the Microfinance on terms that
the Microfinance would not otherwise consider, indications that a borrower or issuer will enter bankruptcy, the
disappearance of an active market for a security, or other observable data relating to a group of assets such as
adverse changes in the payment status of borrowers or issuers in the group, or economic conditions that correlate
with defaults in the group. In addition, for an investment in an equity security, a significant or prolonged decline in its
fair value below its cost is objective evidence of impairment.

In case of financial difficulty of the borrower, the Microfinance considers to restructure loans rather than take
possession of collateral. This may involve extending the payment arrangements and agreement of new loan
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conditions. Once the terms have been renegotiated, any impairment is measured using the original EIR as calculated
before the modification of terms and the loan is no longer considered past due. Management continually reviews
renegotiated loans to ensure that all criteria are met and that future payments are likely to occur. The loans continue
to be subject to an individual or collective impairment assessment, calculated using the loan’s original EIR.

5.12.1 Use of Carve Outs for Financial Assets

a.

Regulatory Compliance in Provisioning

The Microfinance applies the expected credit loss (ECL) model under Nepal Financial Reporting Standard (NFRS)
9 for recognizing impairment loss on financial assets. As per the non-optional carve-out provided by the Institute
of Chartered Accountants of Nepal (ICAN) until FY 2082/83, the Bank measures impairment loss on loans and
advances as the higher of:

The amount determined under the Expected loss model as per ECL guideline issued by Nepal, and

The amount of loan loss provision required as per the unified directives issued by Nepal Rastra Bank (NRB)."

Particulars 2081/82

Total Loan loss provision as per norms prescribed by Nepal Rastra Bank (NRB Directive No. 2) 84,195,408
and circular issued.
Total Impairment as per Expected Credit Loss NFRS 9 26,553,302

"As, Loan loss provision as per norms prescribed by Nepal Rastra Bank is higher, impairment loss on loans and
advances is made accordingly.

The Microfinance has classified total loan loss provision mentioned above is on the basis of Collective Impairment.

The final provision recorded in the financial statements for each year represents the higher of the two calculated
amounts, ensuring full compliance with both accounting and regulatory requirements.

Implementation of Expected Credit Loss (ECL) Framework

During the year, the Microfinance fully implemented the Expected Credit Loss (ECL) model as mandated by Nepal
Financial Reporting Standard (NFRS) 9 and guided by the detailed NFRS 9- Expected Credit Loss Related Guidelines,
2024 and First Amendment to ECL Guideline, 2024 issued by Nepal Rastra Bank (NRB). This forward-looking model
replaces the previous incurred loss approach and requires the Microfinance to recognize expected credit losses
based on past events, current conditions, and reasonable and supportable forecasts of future economic conditions.

The implementation involved the development of robust models for estimating Probability of Default (PD), Loss
Given Default (LGD), and Exposure at Default (EAD).
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5.13 Disclosures of Gross Amount of Loan and Advances as per Regulatory Classification

5.13.1 Disclosures of Gross Amount of Loan and Advances and Provision as per Regulatory Classification

2082 Ashad

Particulars

2081 Ashad

Change in

Pass 4,943,893,407 93% 3,554,331,281 83% 1,389,562,126 10%
Watchlist 87,816,899 2% 116,390,017 3% (28,573,118) 1%
Restructured - 0.00% 446,354,678 10% (446,354,678) -10%
Performing Loan 5,031,710,306 94% 4117,075976 96% 1,360,989,008 1%
Substandard 41,557,997 1% 39,276,987 1% 2,281,010 0%
Doubtful 59,834,182 1% 31,321,671 1% 28,512,511 0%
Loss 195,905,040 4% 110,286,693 3% 85,618,347 1%
Non-Performing 297,297,218 6% 180,885,351 4% 116,411,868 1%
Loan

Total Loan 5,329,007,525 100.00% 4,297,961,327  100.00% 1,477,400,876 (0)

5.13.2 Disclosures of Loan Loss Provision as per Regulatory Classification

_ 82 Ashad 2081 Ashad Change in
Particulars
LLP Amount

Pass 12,359,734 15% 11,537,796 21% 821,937 -6%
Watchlist 1,097,711 1% 1,447,561 3% (349,850) 1%
Performing Loan 13,457,445 16% 12,985,357 23% 472,087 7%
Restructured - 0.00% 5,389,466 10% (5,389,466) -10%
Substandard 2,597,375 3.08% 2,074,032 4% 523,343 -1%
Doubtful 7,479,273 8.88% 3,125,317 6% 4,353,955 3%
Loss 59,906,354 71.15% 31,524,069 57% 28,382,285 14%
Additonal Provision 754,962 0.90% 227,708 0% 527,254 0%
by Auditor

Non-Performing 70,737,964 84.02% 42,340,593 77% 28,397,371 7%
Loan

Total Loan 84,195,408 100.00% 55,325,950 100.00% 28,869,458 0

5.14 Other Legal and Regulatory Requirements

Misappropriation of fund amounting Rs. 126,049,084.3 done by staff of the bank till date. For which legal action
has already been taken by Microfinance and respective staff is still in police custody, for these events necessary
adjustment has been made in books of accounts and adjusted balances are presented in financial statements.

Among which, fund amounting to Rs. 942,000 has been misappropriated by the staff of Kisanpur Branch in the fiscal year
2080/81. For which legal action has been taken as the respective staff is out of contact.
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Aarambha Chautari Laghubitta Bittiya Sanstha Limited
PRINCIPAL INDICATOR

For the year ended 32nd Ashadh 2082 (16 July 2025

Particulars Indicators FY 2081/82 FY 2080/81

Net Profit/ Gross Income Percent 11.26% 0.09%
Earnings Per Share NPR 23.98 0.19
Market Value Per Share NPR 1087.41 1230.00
Price Earning Ratio Ratio 45.34 6631.505202
Dividend (including bonus) on Share Capital Percent 0.00 0.00
Cash Dividend on Share Capital Percent 0.00 0.00
Interest Income/ Loans and Advances and Investments Percent 13.51% 16.28%
Staff Expenses/ Total Operating Expenses Percent 71.32% 73.65%
Interest Expenses/ Total Deposits & Borrowings Percent 7.28% 9.68%
Exchange Gain/ Total Income Percent 0.00% 0.00%
Staff Bonus/ Total Staff Expenses Percent 3.63% 0.53%
Net Profit/Total Loans & Advances Percent 1.65% 0.02%
Net Profit/ Total Assets Percent 1.48% 0.01%
Total Loans & Advances/ Total Deposits Percent 282.38% 271.67%
Total Operating Expenses/ Total Assets Percent 5.46% 6.12%
Capital Adequacy (On Risk Weighted Assets)

a. Core Capital Percent 7.52% 7.75%

b. Supplementary Capital Percent 0.24% 0.28%

c. Total Capital Fund Percent 7.77% 8.03%
Non-Performing Loan/ Total Loans & Advances Percent 5.58% 4.21%
Weighted Average Interest Rate Spread Percent 8.06% 8.71%
Book Net Worth (Per Share) NPR 155 132
Number of Shares Nos. 3671434 3671434
No. of Staff Nos. 458 4571

O | &<t affep Ufddea 3.d. 20T 10T I



sanljiqen

%9€'€-  (659'029'661) 68¢'€GC'GY L9 0€9'7€9'G76'G S198SYy |e10]

“usw
-snlpy Jay10 pue NOY o uoienojed 0} ang %000/~ (6/1'€9%'G9L) 8/€28l'0le 66L'6LLYY S19ssY Jayl0
'S19SSY Xe| pallajeq o Juswisnfpe 0} ang %LG'/9 6G9'/2E0Y 622'G0r'6L 888'CE/'6S S18sSY Xe| paiisjed
s1essy 9|qibueiul Jo usuisnlpy o1eng %LEE 69¢'1L08 gLe'oLe'ee [8Y'LLLYC S19sSY 9|qibuelu| pue |IMpoo9
S19SSE paxi4 JO uonippe o1 engd %6C'€C [TS'L6C'L [T/'TSTY GGCYYS'S swdinb3 pue Anedoid
%000 - 000'2/0'Y 000'2/0' A11adoud Jusuiisanul
- - - S91BI00SSY Ul 1UBWIISaAU|
- - - SOLIBIPISNS Ul 1USWISaAU|
‘Alljiqel) xe] Jo Jusuisnlpy o1 eng %5508 (EVSTrl'ST) L€8'£GE9G 88¢'GLe'Le S18SSY Xe] 1uaing

'sal
-1INO3S UO 1USWISaAUI UO Jusuliedwi ang %LCL9- (¥SLcov) 000'000'L ov8'/6G S8111INOSS JUBLUISaAU|
‘uoisinoid sso| ueoj [euolIppe 0} ang %c60-  (LOV'769'8Y) 261'S9C'SLES L6Q'L£G'99C'S SJaWOo1IsSN 01 S80UBAPY pue SUeoT
saAneladoo)
%000 - - - '3 9OUBUIJOIOIN O1 SSOUBAPY PUB SUBOT
%000 - - - s19ssy buipel] 1Byi0
%000 - - - 1uUsWINJISU| S|eloueUlH 9AINBALIR(
1usjeainby suon
YSe) pue ysey JO uonedyIsse|dal 0l ang %l9'LLcC-  (¢SL'CCS'SSY) ZS1'CeS'SLy 000'000'02 -N1ISU| [EIOUEBUIH puB Yueg YLIM 1UsWadE|d
%000 - LEEYHL'0E LEEYHL'0E »ueg elisey [edaN wolj ang

suonNINSU| [eloUBUIH pUB Mjueg
YliM Juswadeld JO uonealisseoal 01 9ng %L, 86 7LE'EBL'ESY LE6'GC9'S G¥C'608'8S JusjeAINb3 ysey pue yseg

wusw

S1essy

&2t aiffap yfddgat 31.d. 20CTA |0TR | =9

uunowy luswialels |eld

-ueul paupny Jad sy

aoueLle/ 10} SUOSERY

-91e1S |eloueul
paupneun Jad sy

uonISOd |eloueUIlS O JUBWIRLS

20uelIeA

28/180¢ 10 sk sjuawiale1s [eloueul4 paypny pue palipneun uosiiedwod 6'9

280C PPYSY puzg Uo sy

SINIWALVILS TVIONVNI4 Ol S31ON
pajiwig pyisung pAiylg pyignybo LoinpYD dYqUIDIDY



(0 (659'029'661) 682'€G2'SY1'9 0£9'2€9'S76'S sani|iqer] pue Aunb3 jelog
(0) (5¥6'260'9) 62EV6E'ELS ¥8€'10€'295 Aynb3 |ejo1
- - - 1s2J21u] Buljjo)uo) UON
slap|oy
(0) (S¥6'260'9) 62EV6E'ELS ¥8€'L0E'£9S -a1eys Aunb3 o1 sjgeInguy Aunb3 [e1o0L
swuawisnipe upne pue
Buiules paulelay 01 UONEOIJISSE[dal 01 ang %951 6.0'0LETY v19'0ELYSL 269'005'96 1 SEINEREN
qusunsnlpe snoero1ang  %LLGZEL-  (420'€9r'Sh) L0E'0T1'CS £82'/59' sbujuie pauieiny
- - - winiwald aleys
- - 60v'SYL'L9€E 60v'SYL'L9€E [ende) aieys
Aunb3
%09'€-  (¥1L225'€61) 096'858'L2G'S 91Z'LEE'8LE'S Iqer |elo)
- - - - sal|iger] pajeulpiogns
B - . - panss| $a11lIN29S 1g9Q
Aujiqie| sses Jo uone|nojed 01 ang %00CC-  (£€1'80€'£2) 020T9%'LS L £88'€SL'YTL sanjiger Jayio
%000 - - - salll|iger] xeL pauajed
V' Uo uawliedwl Se s1asse Jaylo
01 sUOIsIA0Id JO UONBOISSEIOSY 01 aNQ %0000L  (6G7'%S.'STL) 65 7SL'STL - suoIsinoid
"Xe] JUd1INd YJIM Juswisnipy 0} ang %0000L  (£LL'S9v'0Op) LLL'SOY'OY - sallljiger] Xel ualing
%000 - 780'LLT'6GE'E 280'LLT'6GE'E sBuimollog
%000 - L8Z'006768'L L8Z'006768'L slawoisng wouj sysoda(

JUSWINIISU| S|eIOUBUIH SANBALID(

yueg ensey [edsN 01an(

SUOIINYIISU| [BIOURUIH pUB Yueg 0] an(

&<t affep Ufddea 3.d. 20T 10T

C?l



@ Sansthy

ey,

ooy ©

"SWISH SA0QE JO 108443 [BlluSNbasuo) %06°9- (166'260'9) /09'8LY'16 0L9'52£'88 SWooU| dAIsURYRIdWO) |10
uonenjea Alenioy ul abueynd - /1/'S/2 - /1/'S/Z SUWI0dU| dAISUayaldwo) 18aylo
- %ET L~ (¥12'89€'9) 209'8LY'v6 €68'6170'88 pouad ay1 10y (ss07)/11401d

90uUelIBA 10} suoseay

1unowy

usw
-91e1s |eloueul
palpneun 1ad sy

juswialels [elo
-ueul4 paypny Jad sy

awodu| aAIsuayaidwo)
JO JUBWIS1ELS pa1epI|oSU0D

%ET L 71/'89€'9 £L09'8LY' V6 £68'670'88 polied 2y} 104 1j01d
S Al
-Jenb uj epew 10U UOI1BINO|BD XBl Pallaseq %00°00L (vz8'svi'or) (Yz8'svi'ov) Xe| paiieseq
Xe} JO Uolie|nojen %E9 EV- (esL'zoTCL) LLL'SOv'OF vv6'2L 182 Xe] us1ng
%L/ 62y (t66'££42S) /LL'SOV' 0 (088cLZ'CL) sosuadxg Xe| awoou|
- %0082 LLL'OOL'6S ¥2,'€88VEL €L0'LLL'SL Xe| auoou| 810459 Hj0id
upny Jad se 1091100 pue yoelsi buipeaH %00°00L r2LLv92'L) rLL'Y9Z'L) sasuadx3 bunesado uoN
- - 2WoouU| @C_um‘_wao UON
%80'G/ /EGTY8'/S ¥2/'€88FEL /[8LLYOLL 1014 Bunessdo
noY Jo
uonezijowy pue uolleroaldag o bunnsod
pue ‘spuswisn(pe 1pne pue UoIBOIISSE|09Y %£.8'89 (evL'z6G'SL) (56/'8770°2) (8e5'LY9'C2) uonezijowy g uoneroaideg
Juswisnipe
Hpne Jaylo pue NOY 40 o61eyo soueul %092~ 65T vSE'8L (§52'€58'88) (962'861'02) sesuadxg Bunesado 12Yi0
oday Atenioy
Jad se jusulyseous aAeaT JO JuBWIISNIpY %LLE (52.4's09'8) (¥22'090'€22) (6¥76'599'L€2) sasuadx3 [suuosIad
- - sasuadx3 Buneladp
%r6TL 825'866'LS 866'ST78'EStY 0LY'[¥8'LOY swoou| bunessdo 18N
S9SS0| Joy1o
uolsirold Jo uoippe 104 Juswiisnipe ypny %LLC8L 022'9t,'2S (€92'9/8'€2) 85%'698'8¢  pue sueo| Jo4 (jesianal)/abieyg wusuueduw|
%/ L 0- (269'L¥L) 9€2'696'62 8C6'9LL'0EY swoou| Bunessdo |er0L
%000 (G6SCE ) S6S5'CEY'T - swoou| Bunersdo J8Y10
%00°0 - - awioou| Bulpel] 1©N
%t/ 0- (182'08L€) L¥9'9es L2t 826'9LL'0EY SUWOOU| UOISSILIWIOY puB 934 ‘1S2181U| 19N
%8E"L 219208 820°LLT'LS 0t9'€£0'8S SUWIODU| UOISSILILLIOD pue 994 19N
Hpny Jod se 1081100 pue yoelsiN buipesH %LL6L (452'022) (ree'LrL L) (Le0'zLt L) sasuadx3 UOISSILUWOY pue 994
gdN Jad se pspunjay abiey aoInles %08 L 69€'€/0'L 29ETLY'8S LEL'S8Y'6S SUIOOU| UOISSIWULIOD pue 994
%1790~ (519°2/€2) €19'Goc'0LE 88c'cv9'cLE SWODU| 1SaJ91U| 19N
.U@N_C@OOQL 10U seMm
Buimolloq uo asuadxe 1salaiul A|snoiaaid sy %/9°0 (61L9'evE2) (ivr'zes'Lve) (e€0'940'05€) sosuadxy 1salalu|
1uawisnipe 1pne pue 10edw| Y|y pue
UEO] JJE1S UO 1S3191Ul JO UONe|ND|EeD PasIAeY %SG9°0 v62°12L'Y 120'866'L1L 0ze6BLLZTZL awoou]| 1sa191u|

20uelleA 10} suoseay

unowy

JuswiLle1s
|eloueul
paipneun Jad sy

1UBWIa1e1S |elouBUIH

paupny 1ad sy

SSOT pue 11301d 4O JUBWa1elS

&2t afep Ufddea 3M.d. 20T 10T | 53



Quantitative Disclosures
Capital Structure and Capital Adequacy

A. Tier 1 Capital and a breakdown of its components:

Aarambha Chautari Laghubitta Bittiya Sanstha Limited

Particulars

Amount (NPR.)

Paid up Equity Share Capital

367,143,409

Share Premium

Proposed Bonus Equity Shares

Statutory General Reserves

64,279,207

Retained Earnings

3,657,283

Un-audited current year cumulative profit/(loss)

Capital Redemption Reserve

Capital Adjustment Reserves

3,840,000

Dividend Equalization Reserves

Bargain Purchase Gain

Deferred Tax Reserve

Other Free Reserve

Less: Goodwill

Less: Intangible Asset

Less: Fictitious Asset

Less: Deferred Tax Asset

Less: Investment in equity of Licensed Financial Institutions

Less: Investment in equity of Institutions with financial interests

Less: Investment in equity of institutions in excess of limits

Less: Investments arising out of underwriting commitments

Less: Purchase of Land & Building in excess of limit & unutilized

Less: Reciprocal crossholdings

Less: Other Deductions

Total Tier 1 Capital (Core Capital)

438,919,899

B. Tier 2 Capital and a breakdown of its components:

Particulars

Amount (NPR.)

Cumulative and/or Redeemable Preference Share

Subordinated Term Debt

Hybrid Capital Instruments

General loan loss provision

13,457,445

Additional Loan Loss Provison

754,962

Exchange Equalization Reserves

Investments Adjustment Reserves

Assets Revaluation Reserves

Special Reserve Fund

Total Tier 2 Capital (Supplementary Capital)

14,212,407

(iii) Compliance with external requirement

The Laghubitta has compiled with externally imposed capital requirements to which it is subject and there is no such
consequence where the institutions has not compiled with those requirements.

1 | &<t affep Ufddea 3.d. 20T 10T



Aarambha Chautari Laghubitta Bittiya Sanstha Limited
STATEMENT OF RISK WEIGHTED ASSETS (RWA)

At the month end of Ashad, 2082

|. On- Balance-Sheet Items

Description

1 Cash Balance 0 5,625,931 -
2 Gold (Tradable) 0 - -
3 NRB Balance 0 30,194,331 -
4 Investment to Govt. Bond 0 - -
5 Investment to NRB Bond 0 - -
6 Loan against own FD 0 - -
7 Loan against Govt. Bond 0 - -
8 Accrued Interests on Govt. Bond 0 - -
9 Investment to Youth and Small Entrepreneurs 0 - -
10 Balance/Fixed deposit on domestic banks and financial 20 473,183,314 94,636,663

institutions
11 Loan against other banks' and financial institutions' FD 20 - -
12 Foreign bank balance 20 - -
13 Money at call 20 - -
14 Loan against internationally rated bank guarantee 20 - -
15 Investment to internationally rated Banks 20 - -
16 Inter-bank lending 20 - -
17 Investment on shares/debentures/bonds 100 597,846 597,846
18 Investment on shares/debentures/bonds 100 - -
19 Loans & advances, bills purchase/discount 100 5,350,766,500  5,350,766,500
20 Fixed assets 100 5,544,255 5,544,255
21 Net interest receivables (Toral IR - 8 - Interest supsense) 100 - -
22 Other assets (Except advance tax payment) 100 259,719,208 259,719,208
23 Net Non-Banking Asset 100 - -
24 Real estate/residential housing loans exceeding the limit 150 - -

Total On-Balance-sheet Items (A) 6,125,631,384  5,711,264,470

—— &2t afep Ufddea 3M.d. 20T 10T | Y



Aarambha Chautari Laghubitta Bittiya Sanstha Limited
STATEMENT OF RISK WEIGHTED ASSETS (RWA)

At the month end of Ashad, 2082

1. Off- Balance-Sheet Items

Description

Current period

1 Bills collection 0 - -
2 Forward foreign exchange contract 10 - -
3 L/C with maturity less than six months (Outstanding) 20 - -
4 Guarantee against International rated bank's counter 20 - -
5 L/C with maturity more than six months (Outstanding 50 - -
6 Bid bond, performance bond and underwriting 50 - -
7 Loan sale with repurchase agreement 50 - -
8 Advance payment guarantee 100 - -
9 Financial and other guarantee 100 - -
10 Irrevocable loan commitment 100 - -
11 Possible liabilities for income tax 100 - -
12 All types of possible liabilities including acceptance 100 - -
13 Rediscounted bills 100 - -
14 Unpaid portion of partly paid share investment 100 - -
15 Unpaid guarantee claims 200 - -
16 Amount to be maintained for operational risk (2%) 100 122,512,628 122,512,628
Total Off-Balance-sheet Items (B) 122,512,628 122,512,628
Total Risk Weighted Assets (A) + (B) 6,248,144,012 5,833,777,098
1. Total Qualifying Capital
Particulars Amount (NPR.)
Core Capital (Tier 1) 438,919,899
Supplementary Capital (Tier 2) 14,212,407
Total Capital Fund 453,132,305
Risk Weighted Exposures 5,833,777,098
IV. Capital Adequacy Ratio
Minimum capital Fund to be maintained based on Risk Weighted Assets:
Particulars Amount (NPR.)
Minimum Capital Fund Required (8.0 % of RWA) 466,702,168
Minimum Core Capital Required (4.0 % of RWA) 233,351,084
Capital Fund maintained (in %) 7.77%
Core Capital maintained (in %) 7.52%
&RIf aTffeb Ufddeal 3.d. 0TA 10T I
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Aarambha Chautari Laghubitta Bittiya Sanstha Limited
PROMOTER SHAREHOLDER ABOVE 0.5% AS ON ASHAD END 2082

1 Central Finance Limited 167,185 4.55%
2 Kamana Sewa Bikas Bank Limited 125,389 3.42%
3 Global Ime Bank 83,592 2.28%
4 Prabhu Bank Limited 83,592 2.28%
5 Shine Resunga Development Bank Ltd 69,660 1.90%
6 Dipak Tiwari 62,917 1.71%
7 Dipesh Upreti 53,318 1.45%
8 Citizens Bank International Limited 48,762 1.33%
9 Shobha Upreti 40,546 1.10%
10 Anita Pandit 27,823 0.76%
11 Usha Ghimire 23,767 0.65%
12 Dhruba Lal Pandey 22,300 0.61%
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