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SUNDAR & CO. E‘;}f;“:;uﬂ’;*g&“"' ?ﬂ;{fﬂﬂ :;ilﬂm-i+zn:+42

Chartered Accountamis P08, 1102 Kathmendu, Nepal Emnail: sumdarmsans:pmail. com

INDEPENDENT AUDITOR'S REPORT

TOTHE SHAREHOLDERS OF NIRDHAN UTTHAN LAGHUBITTA BITTIY A
SANSTHA LIMITED

Opinion on the Financial Statements

We have audited the accompanving fAnancial stmements of NIRDHAN LUTTHAN
LAGHUBITTA BITTIYA SANSTHA LIMITED (*the Laghubiua™) which compase the
Statemient of Financial Position as ot 32 Ashadh 2079 corresponding 1o 16 July 2022, Sttement
of Profit or Loss, Statement of Cither Comprehensive Income, Stetement of Changes in Equity
and Sttement of Cash Flows for the vear then ended, and & summary of significant sccounting
palicies ond other explanatory information,

In our opinion and to the best of our information and according 10 the explanations given 1o us,
the finmncial statemenls refermed 10 above present fairdy, in all materinl respects, the lnancial
position of the Laghubir as of 32 Ashoadh 2079 (16 July, 2022 ). and its financial performances,
chimges in eqguity snd its cash Mows for the vear ended on that date in sceordance with Mol
Financial Reporting Standords (NFRS),

Basis of Opinion

W conducted e gudit in accordance with Nepal Standoards on Awditing (NSA5) Owr
responsibilities under those stundards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Stalements section of our repor. We are independent of the
Laghubitta in sceordance with the ethical requirement that gre relevani o our audit of the
financiel starements, and we have fulfilled our other ethical responsihilities in accordanze with
these requirements. We believe that the awsdit evidence we have obtained iz sufficient and
sppropriaig to privvide hasis (o owr opinion

koey Aadit Matters

key amadit matters are those mafiers that, in owr professional judgement, were of most
significance in our audit of the financial statements of the current period. These matters were
sddressed in the context of our sudit of the financial staterments as a whole, snd in forming our
opimicn therneon, and we do not provide o seporate opinion on these maners. We have
determined the matiers deseribed below o be the key audit matters 10 be communicased in our

Fepor:
'Hl:'_'l-' Audit Matters How our Audit addressed the Ifﬂ- Audii
. - Matlers N |
Impairment of Logns and Advances o | We  tested  the  Loghubitie®s  operating
| Customers effectivencss of key controls 16 identily loss |
| evenis and for determining the extent of

Lapghubitta’s policy for the allowance for | provisioning required against non- performing |
impairment of loans and advances have | loans & advances,

been based on the opplicatioen of incurred | The testing of control included festing of: ¥
loss model. and Nepal Rastra Bank |
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regulations, as applicable, It involves
significant mamagement judgement amd
estimation. In osddition, assessment of
allowances for impairment is impomant as
carve out provides for higher of the
incurred loss model or NER's directive.
The carryving walwe of the loans &
advances o ¢ustomers can be matenally
misstating if management’s judgement
and estimation are inappropriate,

Therefiore. considering the significance of
the above matter o the financial
statements, we have identified this as a
key audit matter

Controls over correct identification and
classification of non — performing loans and
advances on hme-based criterna

Control owver accurate computation  and
recording of provisions

Control over statistical model used (o
calculate the incurred loss in accordance
with incurred loss model.

Control over the monitoring of loans and
advances to customers with higher risk
detault

Control over the povemance and approval

process for prowvisions including ongoing
reassessment by the Laghubitias
Management

In carrying out the substantive procedures, we
selected sample of loans & advances
customers and checked the repavment schedules
and tested the classification of non-performing
loans based on overdue period. Assessed the
Managemeni’s assumption and judgement for
classification of loans & advances based on
repavment pattemn, documentation, assessment
of control over morgage wvalue of loans &
sdvances, inspection  and  discussion  with
Management.

Our Result:
We considered the impairment charges on loans

& advances o  customers and interest
recognition to be acceptable.

Information Technology Syvstem

The Information Technology of the
Laghubitta involves a large number of
independent  and  inter-dependenmt  IT
systems that are wsed tha to process and
record a large volume of transactions in
the Laghubitin’s activities.

Ay oa result, the Laghubita™s financial
accounting  and reporting  proceduns
places a significant level of reliance and
rely on such IT systems.

Appropriate T general controls and
application controls are required to ensure
that such IT systems are able to process
the data. as reguired., completely,

Our  sudit approach regarding  Information
Technology of the Laghubitia is included:

We conducted the detail undersiating and
testing regarding the existing system via
enquiry, ne-performance and inspection
to the best of our knowledge,

*  Venbieation of loan and advance
provision based on aging on a test check
biksis. .

*  On n sample basis, reviewed the reports

gencrated by the system, On a test basis,
we verified interest revenue and expense
booking for loans and deposits using the

o |
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acourately and consistently for reliable |« We relied on the independent Information
financial reporting. System Audit of the Laghubina,

[ue 1o the importance of the impact of the
IT  systems and  related control | Owr Resuli: |
environment on the Laghubitta™ s | We considered the IT systems and their relevant
financial reporting process, we  have | controls o be adequate. '
identified testing of such IT svstems and
related control environment as a key audit
matier.

iiher Information

The Laghubitia’s Management is responsible for the preparation of the other information. The
other information comprises the information incheded in the Management report, Report of the
Board of Directors and Chairman's stalement bul does not include the financial statement and
our auditor’s report thereon,

Chur opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our awdit of the financial statements. our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statemients or our knowledge obtained during the course of our aadit or
otherwise appears 10 be materially misstated. If, based on the work we hove performed, we
conclude that there is a8 material misstatement of this other information, we are required to
repon that fact, We have nothing 10 report in this regard,

Management's Responsibility and Thoese Charged with Governanee for the Financial
Statements

Management is responsible for the preparstion and fair presentation of these fnancial
statements in accordance with the Wepal Financial Reporting Standards (NFRS), and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from matenal misstmement. whether due 1o fraud or error.

In preparing the financial sintements, the management is responsible for assessing the
Laghubitia’s ability to continue as a going concern, disclosing as applicable, matters related to
poing concern and using the going concern basis of nccounting unless manapgement either
intends to liquidate the Laghubitta or 1o cease operations or has no realistic altemative but 1o
do so

Those charged with govermonce mre responsible for overseeing the Laghubing's financial
reporting process.

Auditor’s Responsihilities for the Audit of Financial Statements

Owr ohjectives are 10 obtain reasonable assurance about whether the financial sfatements as a
whiole are free from matenal misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
butl is not guarantee thal an audit condected i accordance with N5As will always detect a
material misstatement when it exists.
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Misstmtements can arise from fraud or error and are considered material 15 individually or in
pggregate. they could reasonably be expected to influence the economic decisions of users
taken on the hasis of these financial stalements.

As part of an audit in accordance with NS As, we exercise professional judgement and maintain
professional skeptcism throughout the audit, We also:

» Idemify and assess the risks of material misstatement of the financinl statements. whether
due 1o fraud or error, design and perform audit procedures responsive 1o those risks, and
obtain audit evidence that is sufficient and appropriate (o provide basis for our opinion. The
risk of not detecting material misstatement resulting from fruwd is higher than the one
resulting from error, as [(rood may involve collusion. forgery, intentional omission,
misrepresentations, or the override of internal controls,

» Obtnin on understanding of internal controls relevant to the audit in order to design sudit
progcedures that are appropriate in the circumstances, but not [or the purpose of expressing
an opinion on the effectiveness of the internal conirols.

= Evaluale the appropristeness of accounting policies used and the reasonsbleness of
aeeounting catimates and related disclosures made by management.

o Copclude on the appropristeness of management’s use of the going concern hasis of
accounting and based on the audit evidence obtrined, whether a material uncertainty exists
related to events or conditions thal may cast significam doubt on the Laghubing’s ability 1o
continue as o going concern. 17 we conclude that a material uncertainty exisis, weo are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inndequate, to modify our opimon. Our conclusions
are based on the audit evidence obtained up 10 the date of our auditor’s report. However,
future events or conditions may cause the Laghubitta 1o cease o continue as a poing concemn.

o Evaluste the overall presentation. strecture, and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and cvents in a manner that achieves fair presentation,

Wie communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant aodit findings, incloding any significant
deliciencies in intemal control thot we identify during our audit.

We also provide those charged with governance with a statement that we hive complied with
relevant ethical requirements regarding independénce. 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,

Heport on Chither Legal and Regulatory Requirements (Bank & Financial Institution Act
and Company Act)

On examination of the Anancial stintements as aforesaid, we report that:

4} We have abtained afl information and explanations asked for, which 1o the best of our
knowtedge and belief were necessary for the purpose of our examination.

by In our opinion, proper books of account as required by law have been kept by the
Laghubina. in so far as appeurs from our examination of those books of account.

ch In our opinion, the returns received from the respective Laghuhbita’s branches are
adequate for the audit purpose, though the statements are independently not audited,
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d) In our opinion and to the best of our information and according to the explanations
given to us and from our examination of the books of account of the Laghubitta. we
have not come across the cases where the Board of Directors or any member thereof or
any employee of the Laghubitta has acted contrary 1o the provisions of the law relating
1o accounts or caused loss or damage to the Laghubitta or committed any
misappropriation or violated any directive of Nepal Rastra Bank.

¢) In our opinion, the loans and advances are charged off as per the write oft policy and
with the approval of the authority concern,

f) In our opinion. the business of the Laghubitta has been conducted within its autharity,

o

Anila Shrestha, FCA
frariner
For Sundar & Co.,
Chartered Accountants
UDIN # 230104CA0022581JIC
Date: 20M Poush 2079
4" January 2023
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Statement of Financial Position
As on 32 Asar 2079

Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Assets Note Current Year Previous Year
Cash and Cash equivalent 4.1 1,030,594,423.59 736,479,913.87
Statutory Balances and Due from Nepal Rastra Bank 4.2 396,402,454.81 355,849,335.58
Placement with Bank & Financial Institutions 43 - 970,000,000.00
Derivative Financial Instruments 4.4 - -
Other Trading Assets 4.5 - -
Loans and Advances to MFIs & Cooperatives 4.6 - -
Loans and Advances to Customers 4.7 27,168,994,191.71 23,737,179,086.25
Investment Securities 4.8 293,510,000.00 204,639,054.00
Current Tax Assets 4.9 151,660,505.34 -
Investment Property 4.10 - -
Property and Equipment 4.11 142,733,258.12 149,969,918.49
Goodwill and Intangible assets 4.12 - -
Deferred Tax Assets 4.13 163,219,532.33 177,369,546.02
Other Assets 4.14 273,929,961.01 209,036,220.65

Total Assets

29,621,044,326.91

26,540,523,074.86

Liabilities Note Current Year Previous Year

Due to Bank and Financial Institutions 4.15 - -
Due to Nepal Rastra Bank 4.16 - -
Derivative Financial Instrument 4.17 - -
Deposits from Customers 4.18 18,182,829,521.55 15,819,201,068.72
Borrowing 4.19 6,289,338,999.83 6,330,533,330.24
Current Tax Liabilities 49 - 61,719,951.62
Provisions 4.20 14,648,322.00 76,511.00
Deferred Tax Liabilities 4.13 - -
Other Liabilities 4.21 506,605,415.35 477,184,788.89
Debt Securities Issued 4.22 - -
Subordinated Liabilities 4.23 -

Total Liabilities

Equit

Share Capital
Share Premium
Retained Earnings
Reserves

Total Equity

24,993,422,258.73

22,688,715,650.46

4.24 2,195,025,000.00 1,695,000,000.00
510,111.00 510,111.00

487,303,542.73 552,110,117.97

4.25 1,944,783,414.45 1,604,187,195.42

4,627,622,068.18

,807,424.40 |

Total Liabilities and Equit

Contingent Liabilities and Commitment
Net Assets Value per Share

4.26

29,621,044,326.91

4,998,540.00
210.82

26,540,523,074.86

7,300,532.00
227.25

Sharad Nidhi Tiwari
(Chairman)

Devendra Bahadur Raut
(Director)

Puskar Raj Subedi
(Manager)

Date :
Place :

3 Jan, 2023

Santosh Kumar Bhattarai
(Director)

Top Bahadur Rayamajhi
(Director)

Ram Bahadur Chaudhary
(Asst. General Manager)

Kathmandu, Nepal
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As per our report of even date.

Sundar Bastola
(Director)

Samrita Tiwari
(Director)
Anila Shrestha, FCA
Partner, Sundar & Co.
Chartered Accountants

Janardan Dev Pant
(Chief Executive Officer)

.
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Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Statement of Profit or Loss
For the year ended 32 Asar 2079

Particulars Note Current Year Previous Year
Interest Income 4.27 3,943,594,350.40 3,743,760,121.17
Interest Expense 4.28 1,827,324,304.81 1,366,690,142.86
Net Interest Income 2,116,270,045.59 2,377,069,978.31
Fee and Commission Income 4.29 282,721,513.31 492,649,010.58
Fee and Commission Expense 4.30 1,863,753.65 9,026,328.23
Net Fee and Commission Income 280,857,759.66 483,622,682.35
Net Interest, Fee and Commission Income 2,397,127,805.25 2,860,692,660.66
Net Trading Income 4.31 - -
Other Operating Income 4.32 153,280.99 (142,033.80)
Total Operating Income 2,397,281,086.24 2,860,550,626.86
Impairment charge/(reversal) for loans and other losses 4.33 246,297,360.32 163,673,100.20
Net Operating Income 2,150,983,725.92 2,696,877,526.66
Operating Expense

Personnel Expenses 4.34 946,664,293.99 942.389,702.77
Other Operating Expenses 4.35 122,785,425.51 123,029,408.88
Depreciation & Amortization 4.36 15,558,782.30 16,374,838.24
Operating Profit 1,065,975,224.11 1,615,083,576.78
Non-Operating Income 4.37 484,472.41 580,076.53
Non-Operating Expense 4.38 2,146,241.00 868,694.00
Profit before Income Tax 1,064,313,455.52 1,614,794,959.31
Income Tax Expense 4.39 314,230,140.46 425,977,659.03

Current Tax
Deferred Tax

Profit for the

337,137,274.57
22,907,134.11

556,845,705.21
130,868,046.18

Profit attributable to:
Equity holders of the Financial Institution

750,083,315.06

750,083,315.06

1,188,817,300.28

1,188,817,300.28

Profit for the year

Earnings per share
Basic earnings per share
Diluted earnings per share

750,083,315.06

34.17
34.17

1,188,817,300.28

70.14
70.14

Sharad Nidhi Tiwari
(Chairman)

Devendra Bahadur Raut
(Director)

Puskar Raj Subedi
(Manager)

Date :
Place :

o |

34 Jan, 2023

Santosh Kumar Bhattarai
(Director)

Top Bahadur Rayamajhi
(Director)

Ram Bahadur Chaudhary
(Asst. General Manager)

Kathmandu, Nepal

Sundar Bastola
(Director)

Samrita Tiwari
(Director)

Janardan Dev Pant
(Chief Executive Officer)

As per our report of even date

Anila Shrestha, FCA
Partner, Sundar & Co.
Chartered Accountants
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Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Statement of Comprehensive Income
For the year ended 32 Asar 2079

Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Particulars
Profit for the year
Other comprehensive income, net of income tax
a) Items that will not be reclassified to profit or loss
e  Gains/(losses) from investments in equity instruments
measured at fair value
e  Gains/(losses) on Revaluation
e  Actuarial gains/(losses) on defined benefit plans

Previous Year
1,188,817,300.28

Current Year
750,083,315.06

- 4,242,940.40

123,523,826.00 53,993,401.00

e Income tax relating to above items (37,057,147.80) (17,470,902.42)
Net other comprehensive income that will not be 86,466,678.20 40,765,438.98
reclassified to profit or loss
b) Items that are or may be reclassified to profit or loss
e Gains/(losses) on cash flow hedge - -
e  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 86,466,678.20 40,765,438.98
Total comprehensive income for the year 836,549,993.26 1,229,582,739.26

Total comprehensive income for the

Sharad Nidhi Tiwari Santosh Kumar Bhattarai
(Chairman) (Director)

Devendra Bahadur Raut  Top Bahadur Rayamajhi
(Director) (Director)

Puskar Raj Subedi
(Manager)

Ram Bahadur Chaudhary
(Asst. General Manager)

37 Jan, 2023
Kathmandu, Nepal

Date :
Place :
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Janardan Dev Pant
(Chief Executive Olfficer)

836,549,993.26

1,229,582,739.26

As per our report of even date

Sundar Bastola
(Director)

Samrita Tiwari

(Director)

Anila Shrestha, FCA
Partner, Sundar & Co.
Chartered Accountants




Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Nirdhan Utthan Laghubitta Bittiya Sanstha Limited
Statement of Changes in Equity

Attributable to Equity Holders of the Institution
For the year ended 32 Asar 2079

Share Share General Exchange Regulatory Fair Value Revalutation Retained Other
Capital Premium Reserve Equalization Reserve Reserve Reserve Reserve Eamings Reserves
Balance at Shravan 1 2077 1,500,000,000.00 50,1100 656,569,226.46 70956600 (33,650,308.18) (48,689.48) - 51580545090 248922,09148 29488174541
Adjustment Restatement - - (1.405.987.63) - 48,689.48 - (200,151,697.37) - (201,508,995.53)
AdjustedRestated balance at Shrawan 12077 1,500,000,000.00 1011100 655,163,238.83 70956600 (33,650,308.18) . - 35,653,759.54  M48,922,09148  2,747,308,458.68
Comprehensive income for the year
Profit for the year 1,188.817.300.28 1,188.817.300.28
Other comprehensive income, net of tax
> Gains/(losscs) from investmens in equity 29700828 2,970,058.28
struments measured at fair value

> Gains/(losses) on revaluation

> Actuarial gams/(Josses) on defined benefit plans

> Gains/(losses) on cash flow hedge

> Exchange gans/(losses) (arising ffom translating

financial assets of foreign operation)
Total comprehensive income for the year - . . ) - 297005828 . 1,188,817,300.28 - 1,191,787,35856
Transfer to reserve during the year 33143451269 404476,198.84 (806,522,583.85)  70,611,872.32
Transfer fom reserve durig the year (16450,03484)  (76,450,034.84)
Transactions with owners, directly recognised in equity .

Share issued
Share based payments
Dividends to equity holders

> Bonus shares issued 195,000,000.00 (195,000,000.00)
> Cash divdend paid (26,317,105.26) - (10,263,158.00)
Otter (575,200.00) - (575,200.00)
Total contributions by and distributions 195,000,000.00 - 33143451269 - 404,476,198.84 - - (I01236004185) (583816252 (87,288.392.84)
Balance at Asar end 2078 1,695.000,000.00 SIOMIL00 9865977515 70956600 370825890.66  2.970.058.28 - SSLU0IITYT 2430839897 385180742440

As per our report of even date

Sharad Nidhi Tiwari Santosh Kumar Bhattarai Sundar Bastola
(Chairman) (Director) (Director)
Devendra Bahadur Raut  Top Bahadur Rayamajhi Samrita Tiwari
(Director) (Director) (Director) e
Anila Shrestha, FCA
Partner, Sundar & Co.
Chartered Accountants
Puskar Raj Subedi Ram Bahadur Chaudhary Janardan Dev Pant
(Manager) (Asst. General Manager) (Chief Executive Olfficer)

Date: 3" Jan, 2023

Place: Kathmandu, Nepal
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Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Statement of Changes in Equity

Attributable to Equity Holders of the Institution
For the year ended 32 Asar 2079

Share Share General Exchange Regulatory Fair Value Revalutation Retained Other
Capital Premium Reserve Equalization Reserve Reserve Reserve Reserve Eamings Reserves
Balance at Shrawan 12078 1,695,000,000.00 510,111.00  986,597,751.52 709,566.00 370,825,890.66 2,970,058.28 S50,110,117.97  243,08392897  3,851,807,42440
IAdjustment/Restatement (48.689.48) 4868948
(Adjusted/Restated balance at Shrawan 12078 1,695,000,000.00 510,111.00  986,597,751.52 709,566.00 370,825,890.66 2,921,368.80 552,15880745  243,08392897  3,851,807,42440
Comprehensive income for the year
Profit for the year 750,083,315.06 750,083,315.06
Other comprehensive income, net of tax
> Gains/(losses) from investments in equty
nstruments measured at fair value
> Gains/(losses) on revaluation
> Actuarial gains/losses) on defied benefi plans §6.466,678.20 §6,466,678.20
> Gains/(losses) on cash flow hedge
> Exchange gains/(losses) (arising from translating
finanicial assets of foreign operation) -
Total comprehensive income for the year 75008331506 86,466,678.20 [ §36,549,993.26
Transfer to reserve during the year 150,600,936.77 118,122,301.91 (299507406.89)  30,784,168.21
Transfer from reserve during the year (2.921,368.80) 1273248687 (240780707)  (32,596,689.00)
Transactions with owners, directly recognised in equity
Share issued
Share based paymerts (1,821,55450) (1,821,35450)
Dividends to equty holders
> Bonus shares issued 500,025,000.00 (500,025,000.00)
> Cash dividend paid (26,317,105.26) (26,317,105.26)
Other
Total contributions by and distributions 500,025,000.00 150,600,936.77 118,122,30191  (2,921,368.80) (814,938579.78)  (11,623,638.86)  (60,735,348.76)
[Balance at Asar end 2079 2,195,025,000.00 510,111.00  1,137,198,688.29 709566.00  488.948.192.57 491303540273 31792696831 4,627.622,068.18
As per our report of even date
Sharad Nidhi Tiwari Santosh Kumar Bhattarai Sundar Bastola
(Chairman) (Director) (Director)
Devendra Bahadur Raut  Top Bahadur Rayamajhi Samrita Tiwari
(Director) (Director) (Director)
Anila Shrestha, FCA
Partner, Sundar & Co.
Chartered Accountants
Puskar Raj Subedi Ram Bahadur Chaudhary Janardan Dev Pant

(Manager)

Date: 3 Jan, 2023

(Asst. General Manager)

Place: Kathmandu, Nepal
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(Chief Executive Officer)




Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Statement of Cash Flows
For the year ended 32 Asar 2079

Particulars

CASH FLOWS FROM OPERATING ACTIVITIES
Interest received

Fees and other income received

Divided received

Receipts from other operating activities

Interest paid

Current Year

3,929,308,596.17
282,721,513.31

(1,827,324,304.81)

Previous Year

3,692,466,846.93
492,649,010.58

(1,366,690,142.86)

Commission and fees paid (1,863,753.65) (9,026,328.23)
Cash payment to employees (946,664,293.99) (942,389,702.77)
Other expense paid (386,303,336.72) (123,029,408.88)
Operating cash flows before changes in operating assets and liabilities 1,049,874,420.30 1,743,980,274.78
(Increase)/Decrease in operating assets

Due from Nepal Rastra Bank (40,553,119.23) (61,703,080.05)
Placement with bank and financial institutions 970,000,000.00 (570,000,000.00)

Other trading assets

Loan and advances to bank and financial institutions
Loans and advances to customers

Other assets

Increase/(Decrease) in operating liabilities

Due to bank and financial institutions

Due to Nepal Rastra Bank

Deposit from customers

(3.431,815,105.46)
(202,404,232.01)

2,363,628.452.83

(3.,849,409,620.69)
(3,103,853.21)

2,477,572,263.81

Borrowings (41,194,330.41) (614,599,527.65)
Other liabilities (17,727,514.15) (389,730,395.04)
Net cash flow from operating activities before tax paid 649,808,571.86 (1,266,993,938.06)
Income taxes paid 314,230,140.46 364,257,707.41

Net cash flow from operating activities

335,578,431.41

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities

Receipts from sale of investment securities
Purchase of property and equipment

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

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 shares

Dividends paid

Interest paid

Other receipt/payment

Net cash from financing activities

(91,136,987.87)

6,637,947.00

14,285,754.23
3,018,036.23

(67,195,250.41)

25,731,328.72

25,731,328.72

(1,631,251,645.47)

(4,242,970.00)
(6,227,108.32)

51,293,274.24

40,823,195.92

(10,263,158.00)

(10,263,158.00)

Net increase (decrease) in cash and cash equivalents

294,114,509.72

(1,600,691,607.55)

Cash and cash equivalents at Shrawn 1, 2077
Effect of exchange rate fluctuations on cash and cash equivalents held

736,479,913.87

2,337,171,521.42

Cash and cash equivalents at Asar end 2078

Sharad Nidhi Tiwari
(Chairman)

Santosh Kumar Bhattarai
(Director)

Devendra Bahadur Raut
(Director)

Top Bahadur Rayamajhi
(Director)

Puskar Raj Subedi
(Manager)

Date: 3" Jan, 2023

Ram Bahadur Chaudhary
(Asst. General Manager)

Place: Kathmandu, Nepal

BN

Sundar Bastola
(Director)

Samrita Tiwari
(Director)

Janardan Dev Pant
(Chief Executive Officer)

1,030,594,423.59

Anila Shrestha, FCA

736,479,913.87

As per our report of even date.

Partner, Sundar & Co.
Chartered Accountants
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Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

Notes to the Financial Statements
For the Financial Year Ended 32 Asar 2079

1 Reporting Entity

1.1 Corporate Information

Nirdhan Utthan Laghubitta Bittiya Sanstha Limited (NULBSL or "the Financial Institution") has been in operation
since 1998. It is a public limited company, registered under The Companies Act, 1997 (now The Companies Act,
2006), carrying micro-finance activities. The Financial Institution is licensed by the Nepal Rastra Bank (NRB) in April
1999 to undertake banking activities under the Development Bank Act, 1996, and started its formal operation in July
1999. Now, operating under the Bank and Financial Institutions Act, 2017 (BAFIA) as a "D" Class Financial
Institution.

1.2 Principal Activities of the Financial Institution

The Financial Institution provides microfinance services such as Loans, Deposits, Micro-Insurance, and Remittance
services to low-income families of Nepal. NULBSL follows group lending based on Grameen Bank, Bangladesh
model as well as group lending based on NULBSL developed Self-Reliant model through a network of 185 branch
offices spread over all 77 districts of Nepal.

The Head Office of the Financial Institution is located at Naxal-01, Kathmandu, Nepal. Its ordinary shares are listed
with Nepal Stock Exchange Ltd and its stock symbol is "NUBL".

2 Basis of Preparation

The Financial Statements have been prepared on the accrual basis of accounting as prescribed by Nepal Financial
Reporting Standards (NFRSs), as published by the Accounting Standards Board (ASB) Nepal and pronounced by The
Institute of Chartered Accountants of Nepal (ICAN).

The preparation and presentation of the Financial Statements comply with the requirements of format issued by Nepal
Rastra Bank via Unified Directives to Microfinance Fls, 2078.

The Financial Statements comprise of:

e Statement of Financial Position stating the financial position of the financial institution as at the end of
reporting period;

e  Statement of Profit and Loss stating the financial performance of the financial institution for the reported
period ended;

e  Statement of Comprehensive Income for the reported period ended;

e Statement of Changes in Equity stating all the changes in equity of the financial institution during the
reporting period;

e Statement of Cash Flows stating the ability of the financial institution to generate cash and cash equivalents;
and

e Notes to the Financial Statements comprising summary of principal accounting policies and explanatory
notes that are of significant importance to the stakeholders.

2.1 Statement of Compliance

The financial statements have been prepared and approved by the Board of Directors following Nepal Financial
Reporting Standards (NFRSs) with allowed carve-outs as issued by the Accounting Standards Board (ASB) Nepal
and pronounced by The Institute of Chartered Accountants of Nepal (ICAN). The significant accounting policies
applied in the preparation of financial statements are set out in Note - 3. These policies have been consistently applied
to all the years presented except for the changes in accounting policies disclosed specifically.
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Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

2.2 Reporting period and approval of financial statements

The Financial Institution follows the Nepalese Financial Year based on the Nepalese Calendar starting from the first
day of Shrawan (Mid July) of each year to the last day of Asar (Mid July) of the next year. Comparative reporting
period figures have been restated/reclassified wherever necessary by the standards/regulations and/or for better
presentation which has been disclosed separately, wherever necessary.

The accompanied Financial Statements have been approved by the Board of Directors on its 295" meeting held on
19" Poush, 2079. The Board acknowledges the responsibility of preparation of financial statements of the Financial
Institution and has been recommended for approval by shareholders in the 24" Annual General Meeting.

2.3 Functional and presentation currency

Financial Statements are denominated in Nepalese Rupees (NPR), which is the functional and presentation currency
of the Financial Institution. There was no change in the presentation and functional currency during the year under
review. The figures are rounded to nearest rupee unless otherwise indicated.

2.4 Use of Estimates, Assumptions, and Judgments

As aresult of the uncertainties inherent in business activities, many items in Financial Statements cannot be measured
with precision but can only be estimated. Estimation involves judgements based on the latest available, reliable
information. An estimate may need revision if changes occur in the circumstances on which the estimate was based
or as a result of new information or more experience. During the preparation of the financial statements, NFRS requires
the management to make critical accounting judgments, estimates, and assumptions in applying the accounting
policies that have a material impact on the financial statements.

The underlying assumption made while making accounting estimates are periodically reviewed and such revision is
recognized in the period in which the estimates are revised and are applied prospectively. Change in estimates is not
the correction of an error. Disclosures of the accounting estimate have been applied along with the nature and effect
of changes of accounting estimates in the relevant section of the notes wherever the estimates have been applied.

2.5 Changes in Accounting policies

Generally accepted accounting policies are followed consistently throughout the accounting period, so as to present
the general-purpose financial statements ensuring comparability both with the entity’s financial statements of previous
periods and with the financial statements of other comparable entities. However, the changes when required by NFRS
or due to the requirement that results in the financial statements providing more reliable and more relevant information
about the effects of the transactions, other events or conditions on the entity’s financial position, financial performance
or cash flows are made and the changes are applied retrospectively.

2.6 New standards in issue but not yet effective

As per the guidelines of the ICAN, When International Accounting Standard Board revises, amends or withdraws
International Accounting Standards, IFRSs, IFRIC or SIC, such revisions, amendments and withdrawals shall
accordingly be treated as effected with immediate revision, amendment and withdrawal in NFRS by ASB as well, to
the extent not in conflict with existing national laws. Few carve outs on applicable Accounting Standards as provided
by the Institute of Chartered Accountants of Nepal have been used by the financial institution. Further, a number of
new standards and amendments to the existing standards and interpretations have been issued by International
Accounting Standard Board after the pronouncements of NFRS with varying effective dates. Those become applicable
when Accounting Standard Board Nepal incorporates them within NFRS.
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Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

2.7 New Standards and interpretation not adopted

In preparing financial statements, Standards and pronouncements issued by Accounting Standard Board Nepal has
been adopted. Management has used its assumptions and understandings for the preparation of financial statements
under compliance with NFRS, however certain interpretations might vary regarding the recognition, measurement,
and other related provisions where the standards are not specific and not clear.

2.8 Discounting

When the realization of assets and settlement of obligation is for more than one year, the Financial Institution considers
the discounting of such assets and liabilities where the impact is material. Various internal and external factors have
been considered for determining the discount rate to be applied to the Cash Flows of the Financial Institution. Market
Interest Rate on Staff loans except housing loan has been precluded from discounting as management considers the
current interest rate as market rate under the same class of loans. Housing loan has been considered under EIR method.
Management considers Lease payments under an operating lease to be recognised as an expense when accrued as 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.

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

3.1 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:

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

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

e Investment securities has been measured at fair value under NFRS 9 "Financial Instruments", wherever
applicable.

e Financial assets and liabilities at fair value through profit or loss or other comprehensive income are measured
at fair value.

e Financial assets and financial liabilities held at amortized cost at measured using a rate that is a close
approximation of effective interest rate.

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. 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.

Offsetting

Financial Assets and Financial Liabilities are netted off only when there is a legally enforceable right to offset the
recognised amounts and there is an intention to settle on a net basis, or to realise the assets and settle the liability
simultaneously.

Materiality and Aggregation

In compliance with NFRS 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.
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3.2 Cash and cash equivalent

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

3.3 Financial assets and financial liabilities

Financial assets refer to assets that arise from contractual agreements that result in future cash inflows or from owning
equity instruments of another entity. Since financial assets derive their value from a contractual claim. These are non-
physical in form and are usually regarded as more liquid than other tangible assets. Common examples of financial
assets are cash, cash equivalents, bank balances, placements, investments in debt and equity instruments, derivative
assets and loans and advances.

Financial liabilities are obligations that arise from contractual agreements and that require settlement by way of
delivering cash or another financial asset. Settlement could also require exchanging other financial assets or financial
liabilities under potentially unfavourable conditions. Settlement may also be made by issuing own equity instruments.
Common examples of financial liabilities are due to banks, derivative liabilities, deposit accounts, money market
borrowings and debt capital instruments.

Recognition

The Financial Institution 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 Financial
Institution 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 Financial Institution becomes party to the contractual provisions
of the instruments. Investments in equity instruments, bonds, debentures, Government securities, NRB bond or deposit
auction, reverse repos, outright purchase are recognized on trade date at which the Financial Institution commits to
purchase/acquire the financial assets. Regular 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

i. Financial Assets

The Financial Institution classifies the financial assets as subsequently measured at amortized cost or fair value on the
basis of the Financial Institution’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:

1. Financial assets measured at amortized cost
The Financial Institution classifies a financial asset measured at amortized cost if both of the following conditions are
met:
a) The asset is held within a business model whose objective is to hold assets in order to collect contractual cash
flows, and
b) 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.

2. 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:
a) 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
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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.

b) 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 Financial
Institution makes an irrevocable election that the subsequent changes in fair value of the instrument is to be
recognized in other comprehensive income are classified as financial assets at fair value though other
comprehensive income. Such assets are subsequently measured at fair value and changes in fair value are
recognized in other comprehensive income.

ii. Financial Liabilities
The Financial Institution classifies the financial liabilities as follows:
a) Financial liabilities at fair value through profit or loss
Financial liabilities 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 cost is directly
attributable to the acquisition are recognized in Statement of Profit or Loss as incurred. Subsequent changes
in fair value are recognized at profit or loss.

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

Measurement

i. Financial assets at FVTOCI

On initial recognition, the Financial Institution 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.

Dividends on these investments in equity instruments are recognized in Statement of Profit and Loss when the
Financial Institution’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 the cost of the investment
and the amount of dividend can be measured reliably.

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

Investments in equity instruments are classified as at FVTPL unless the Financial Institution 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 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.
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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 the Statement of Profit and Loss. Dividend on financial assets at FVTPL is
recognized when the Institution’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 the cost of
the investment and the amount of dividend can be measured reliably.

iii. 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.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement 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.

iv. Financial liabilities subsequently measured at amortized cost

Financial liabilities that are non-held-for-trading and are not designated as at FVTPL are measured at amortized cost
at the end of subsequent accounting periods. The carrying amount of financial liabilities that are subsequently
measured at amortized cost are determined based on the effective interest method. Interest expense that is not
capitalized as part of costs of an asset is incorporated 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 Financial Institution derecognizes a financial asset when the contractual rights to receive 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 Institution 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

Financial Institution 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;

(1) The consideration received, and

(i) Any cumulative gain or loss that had been recognized in other comprehensive income is recognized in retained
earnings.
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The Financial Institution 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

‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability (exit price) in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the Financial Institution has access at that date. The fair value of a liability reflects its
non-performance risk.

When available, the Financial Institution 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 Financial Institution 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 Financial Institution 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-1 valuation) nor based on a valuation technique that uses only data
from observable markets (Level-2 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 value is
evidenced by a quoted price in an active market for an identical asset or liability (Level-1 valuation), the difference
between the transaction price and fair value is recognized in profit or loss immediately.
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Impairment

At each reporting date, the Financial Institution assesses whether there is objective evidence that a financial asset or
the group of financial assets not carried at fair value through profit or loss are impaired. A financial asset or the 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, project of the borrower having negative cash flows or negative net worth,
restructuring of a loan or advance by the Financial Institution on terms that the Financial Institution 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 the 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 Financial Institution.
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 Financial Institution 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. The Financial Institution considers evidence of impairment
for loans and advances measured at amortized cost at both specific asset and collective level. The Financial Institution
first assesses individually whether objective evidence of impairment exists for financial assets that are individually
significant and that are not individually significant are assessed on collectively.

If there is objective evidence 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 Financial Institution 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
adjustment are such that the actual losses are likely to be greater or less than suggested by historical trends. Probability
of default pattern and loss given default pattern are regularly benchmarked against actual outcomes to ensure that they
remain appropriate. Impairment has been considered as per carve-out issued by ICAN where impairment as per NFRS
or as per NRB Directive whichever is higher.

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 Financial Institution. 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”’.

3.4 Trading assets
There were no trading assets held by the Financial Institution during the year.
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3.5 Property and Equipment
a) Recognition and Measurement
Property and Equipment are recognized if it is probable that future economic benefits associated with the assets will
flow to the Financial Institution 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:
e Cost of materials and direct labour;
e Any other cost directly attributable to bringing the assets to the working condition for their intended use; and
o Capitalized borrowing cost.
Property and equipment are measured at cost 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 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.

b) 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 at the same proportion of the depreciation.

¢) Depreciation

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

Class of Assets Useful Life
Building 30 Years
Computer and Accessories 5 Years
Vehicles 5 years
Furniture, Fixture and Equipment's 10 Years

Assets costing less than NPR 3,000 are fully expensed in the year of purchase.

The additional information on gross carrying amount and the accumulated depreciation (aggregated with accumulated
impairment loss, if any) is presented in the Note-4 separately.

3.6 Goodwill and Intangible assets
There is no Goodwill and Intangible Assets held by the Financial Institution during the year.

3.7 Investment Property
There is no Investment Property held by the Financial Institution during the year.

3.8 Income tax

Tax expense is the aggregate amount included in the determination of profit or loss for the period in respect of current
and deferred taxes. The Financial Institution applies NAS 12 — “Income Taxes” for the accounting of Income Tax.
Income tax expense is recognized in profit or loss, except to the extent it relates to items recognized directly in equity
or directly in other comprehensive income. Tax expense relating to items recognized directly in other comprehensive
income is recognized in the Statement of Other Comprehensive Income.
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Current Tax

Current tax comprises the amount of income taxes payable (or recoverable) in respect of the taxable profit (or tax loss)
for the reporting period, and any amount adjusted to the tax payable (or receivable) in respect of previous years. It is
measured using tax rates enacted, or substantively enacted, at the reporting date.

The Financial Institution has determined tax provision for the reported period based on its accounting profit for that
period, and incorporating the effects of adjustments for taxation purpose as required under the Income Tax Act, 2058
and amendments thereto, using a corporate tax rate of 30%.

Current tax for current and prior periods shall, to the extent unpaid, be recognized as liability. If the amount already
paid in respect of current and prior periods exceeds the amount due for those periods, the excess shall be recognized
as an asset. Moreover, the benefit relating to a tax loss can be carried back to recover current tax of a previous period
shall be recognized as an asset. Explanatory information on current tax calculation is stated in Note-4.9.

Deferred Tax

Deferred tax liabilities are the amounts of income taxes payable in future periods in respect of taxable temporary
differences.

Deferred tax assets are the amounts of income taxes recoverable in future periods in respect of:

(a) deductible temporary differences;

(b) the carry forward of unused tax losses; and

(c) the carry forward of unused tax credits.

Deferred tax is recognized at the reporting date in respect of temporary differences between the carrying amounts of
assets or liabilities for financial reporting purposes and the corresponding amounts used for taxation purposes.

Deferred tax assets are recognized for all deductible temporary differences, carried forward unused tax credits and
carried forward unused tax losses (if any), to the extent that it is probable that future taxable profits will be available
against which they can be claimed. Deferred tax liabilities are the amounts of income taxes payable in future periods
in respect of taxable temporary differences.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that the related tax benefit will be realized. Deferred tax assets and liabilities are measured at the tax
rates that are expected to be applied to temporary differences when they will be reversed, using tax rates enacted, or
substantively enacted, at the reporting date. Deferred tax income or expense relating to items recognized directly in
equity is recognized in Other Comprehensive Income.

The measurement of deferred tax liabilities and deferred tax assets shall reflect the tax consequences that would follow
from the manner in which the entity expects, at the end of the reporting period, to recover or settle the carrying amount
of'its assets and liabilities.

The income taxes levied to the Financial Institution relates to the same taxation authority and the taxation laws permit
the entity to make or receive a single net payment. Therefore, the Financial Institution has legally enforceable right to
set off a current tax asset against a current tax liability. Explanatory information on deferred tax calculation is stated
in Note - 4.13.

3.9 Deposits, debt securities issued, and subordinated liabilities
The Financial Institution's deposits consist of money placed into the Financial Institution by its customers and
members. These deposits are made to deposit accounts such as term deposit accounts, savings deposit accounts.
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3.10 Provisions
The Financial Institution applies NAS 37 — “Provisions, Contingent Liabilities & Contingent Assets” in the accounting
of provisions.

A provision is a liability of uncertain timing or amount. A provision shall be recognized when:

(a) an entity has a present obligation (legal or constructive) as a result of a past event;

(b) it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation;
and

(c) a reliable estimate can be made of the amount of the obligation. If these conditions are not met, no provision shall
be recognized.

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).

A disclosure for contingent liabilities is made where there is:
e 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
e present obligation that arises from past events but is not recognized because:
o It is not probable that an outflow of resources embodying economic benefits will be required to settle the
obligation; or
o 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.

3.11 Revenue Recognition

Revenue is recognized to the extent it is probable that the economic benefits will flow to the Financial Institution and
can be measured reliably. The Financial Institution applies NAS 18 — “Revenue” in the accounting of revenue unless
otherwise stated.

The basis of income recognition is mentioned below:

i.  Interest income

Interest income is recognized under an accrual basis (using the effective interest rate method) in the profit or loss for
all interest-bearing financial assets except loans categorized as bad loans measured at amortized cost. Effective Interest
Rate is the rate that exactly discounts estimated future cash receipts or cash payments through the expected life of a
financial asset to the net carrying amount of the financial asset. Effective Interest Rate method is a method of
calculating the amortized cost of a financial asset and of allocating the interest income and service income over the
relevant period.

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 and service 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 Financial Institution including
expected penalties that are an integral part of the overall return. Direct incremental transaction costs related to the
acquisition, issue, or disposal of financial instruments are also taken into account in the calculation. Once a financial
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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 to measure the impairment loss.

Carve-out for Effective Interest Rate (EIR) method

The Financial Institution has availed the carve-out for interest income recognition by applying the rate implicit on
individual loan products. Considering the amount of renewal and initial service fees that the Financial Institution
charges on the loans and applying the EIR method would not be practical. Hence, initial service fees have been
recognized during the period when such income accrues rather than being included within the component of interest
income under the EIR method.

Accrued Interest has been accounted as per "Guideline on Recognition of Interest Income, 2019" issued by Nepal
Rastra Bank, in July 2019. Interest from Loans where contractual payments of principal and /or interest are not more
than 3 months in arrears are considered as Performing loans and Interest Income has been booked accordingly.
Remaining Interest Income, in relation to Non-Performing Loans, has been treated as Interest Suspense and accounted
accordingly.

Out of Total Interest Accrued of Rs. 338,614,970 during the financial year, Interest Accrued from Performing Loan
is Rs. 252,416,468 and from Non-Performing Loan is Rs. 86,198,502 .

ii. Fee and commission income

Fees and commission income that is integral to the effective interest rate on a financial asset is included in the
measurement of effective interest rate. Other fees and commission income including management fees, service charges
are recognized as and when the related services are performed.

iii. =~ Dividend income

A dividend on investment in a resident company is recognized when the right to receive payment is established.
Dividend income is presented in other operating 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.

iv. Net Trading Income
The Financial Institution does not have Net Trading Income.

V. Net income from other financial instruments at fair value through profit or loss

The Financial Institution presents income other than those presented under interest income, fees and commission
income under this heading. Income recognized here includes items such as foreign exchange revaluation gain or loss;
dividend on equity investments that are measured at FVTOCI; gain or loss on disposal of property and equipment;
gain and loss on disposal of investment property; and gain or loss on disposal of investment securities except for equity
investments measured at FVTOCL

3.12 Interest expense

Interest expenses on all financial liabilities including deposits are recognized in profit or loss using the effective
interest rate method. Interest expenses on all trading liabilities are considered to be incidental to the Financial
Institution’s trading operations and are presented together with all other changes in fair value of trading assets and
liabilities in net trading income.

3.13 Employees Benefits
Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees.
The Financial Institution’s remuneration package includes both short term and long-term benefits and comprises of:
salary, allowances, paid leave, accumulated leave, gratuity, provident fund and annual statutory bonus. The Financial
Institution applies NAS 19 — “Employee Benefits” in accounting of all employee benefits and recognizes the
followings in its financial statements:

e aliability when an employee has provided service in exchange for employee benefits to be paid in the future;

and
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e an expense when the Financial Institution consumes the economic benefit arising from service provided by
an employee in exchange for employee benefits.

Explanatory information on personnel expense is stated in Note-4.34.

a) Short Term Employee Benefits

Short term employee benefit obligations are employee benefits (other than termination benefits) that are
expected to be settled wholly before twelve months after the end of annual reporting period in which the
employees render the related service. This includes all the following items (if payable within 12 months after
the end of the reporting period):

e wages, salaries and social security contributions;

e paid annual leave and paid sick leave;

e non-monetary benefits
The Financial Institution shall recognize the undiscounted amount of short-term employee benefits expected
to be paid in exchange for that service.

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.

b) Post-Employment Benefit Plan
Post-employment benefit plan includes followings:

i. Defined Contribution Plan

Under defined contribution plans the Financial Institution’s legal or constructive obligation is limited to the
amount that it agrees to contribute to the fund. 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.

Financial Institution provides “Employees Provident Fund” to the employees entitled to receive benefits
under the provident fund act, a defined contribution plan in which both the employee and the Financial
Institution contribute monthly at a pre-determined rate (currently, 10% of the basic salary plus grade).
Financial Institution does not assume any future liability for provident fund benefits other than its annual
contribution.

it. Defined Benefit Plan

The Financial Institution provides Gratuity Plan as defined 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 Financial Institution makes earmark investment of these funds. The gratuity 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 year of
service.

Gratuity

The Financial Institution provides for gratuity on accrual basis covering eligible employees in terms of
Employee Service Byelaws of the Financial Institution. 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 Financial Institution
accounts for the liability for gratuity as per the actuarial valuation.
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¢) Termination Benefits
Termination benefits are recognized as expense when the Financial Institution 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
Financial Institutions 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.

d) Other Long-Term Benefits
The Financial Institution’s net obligation in respect of long-term employee benefits, other than gratuity, is
the amount of future benefits that employees have earned in return for their service in the current and prior
periods. That benefit is discounted to determine its present value, and the fair value of any related assets is
deducted. The Financial Institution has recognized accumulated leave liability as other long term employee
benefits. The discount rate is the average yield at the reporting date on current government bonds.

3.14 Leases

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 Financial Institution considers Lease payments under an operating lease
to be recognised as an expense when accrued as 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. The financial Institution
has not adopted the lease treatment as per NFRS 16-Leases for the current period, as major lease agreements has the
validity period of less than a year and the financial impact is immaterial and in order to minimise the time and cost
involved thereon.

3.15 Share capital and reserves

The Financial Institution applied NAS 32, “Financial Instruments: Presentation” to determine whether the financial
instrument is either a financial liability or equity. A financial liability is a contractual obligation to deliver cash or
another financial asset, or the variable number of its own equity shares to the holder of the instruments or to exchange
financial assets or financial liabilities with another entity under conditions that are potentially unfavourable to the
entity.

Dividends and other returns to equity holders are recognized when the owner's right to receive payment is established.

3.16 Earnings per share including diluted

Basic earnings per equity share are computed as per NAS 33 “Earnings per Share”. Basic earnings per equity share
are computed by dividing net profit after tax by the weighted average number of equity shares outstanding during the
year. Bonus shares involve the issue of shares without any consideration and hence do not change the resources
available to the entity. Accordingly, adjustments of bonus shares issued have been done.

The entity does not hold any dilutive potential ordinary shares, and hence the Basic EPS itself is the Diluted EPS.
The entity has no discontinued operation and so the amounts per share for the continued and discontinued operation
have not been reported.

3.17 Segment Reporting

An operating segment is a component of the entity that engages in business activities from which it may earn revenues
and incur expenses (including revenues and expenses relating to transactions with other components of the same
entity), whose operating results are regularly reviewed by the entity's Chief Operating Decision Maker to make
decisions about resource allocation to each segment and assess its performance and for which discrete financial
information is available.

The Financial Institution has identified segments based on the geographic locations of its offices in the seven provinces
of the country. Interest earnings generated while conducting businesses under different segments are reported under
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the respective segment. All business transactions of business units located in a particular province are grouped
together.

4 Explanatory Notes
The explanatory notes and significant disclosure relating to the financial statements are as follows:

4.1 Cash and Cash Equivalent

Cash and cash equivalent includes the total amount of cash at vault, balances with other bank & financial institutions,
money at call and short notice and highly liquid financial assets i.e., Treasury Bills, with original maturities of three
months or less from the acquisition date that are subject to an insignificant risk of changes in their fair value and used
in the management of short-term commitments and Cash in Transit is presented as follows:

Particulars Current Year Previous Year

Cash in hand 33,252,130.94 43,606403.50
Balances with B/FIs 90,526,600.41 117,105,315.55
Money at call and short notice 756,815,692.24 545,768,194.82
Other 150,000,000.00 30,000,000.00-
Total 1,030,594,423.59  736,479,913.87

4.2 Statutory Balances and Due from Nepal Rastra Bank
Statutory Balances held with Nepal Rastra Bank including balance for compulsory cash reserve, securities purchased
from Nepal Rastra Bank under resale agreement, other deposits with and receivables from Nepal Rastra Bank is
presented as follows:
Statutory balances with NRB 392,914,152.53 354,806,787.53
Statutory balances with BFIs - -
Securities purchased under resale agreement - -
Other deposit and receivable from NRB 3,488,302.28 1,042,548.05
Total 396,402,454.81 355,849,335.58

4.3 Placements with Financial Institutions
Placements with domestic banks and financial institutions with original maturities of more than three months from the
acquisition date are presented as follows:

Particulars Current Year Previous Year

Placement with domestic FIs - 970,000,000.00
Less: Allowances for impairment - -
Total - 970,000,000.00

4.4 Derivative Financial Instruments

The Financial Institution does not have any Derivative Financial Instruments.
Particulars Current Year Previous Year
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 - -
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4.5 Other Trading Assets

The Financial Institution does not have any Trading Assets.
Particulars Current Year Previous Year
Treasury bills - -
Government bonds - -
NRB Bonds - -
Domestic Corporate bonds - -
Equities - -
Other - -
Total - -
Pledged - -
Non-Pledged - -

4.6 Loans and advances to MFIs & Cooperatives
The Financial Institution does not have any Loan and advances to MFIs and Cooperatives.
Particulars Current Year Previous Year
Loans to microfinance institutions - -
Loans to Fls - -
Loans to cooperative - -
Less: allowance for impairment other - -
Less: allowance for impairment - -
Total - -

4.6.1 Allowances for Impairment

Particulars Current Year Previous Year
Balance at Shrawan 1 - -
Impairment loss for the year: - -
Charge for the year - -
Recoveries/reversal - -
Amount written off - -

Balance as Asar end - -

4.7 Loans and advances to Customers

Total Loans and advances extended to the customers and amortized cost of staff loans; less the amount of impairment
loss is presented under this head. Accrued Interest Receivable on performing loans have been considered under loans
and advances measured at amortized cost. Impairment on loans and advances to customers are assessed individually
and collectively as per incurred loss model which is compared with the loan loss provision prescribed by NRB
Directives. Higher of the loss as per incurred loss model and NRB directive is considered for impairment.

Particulars Current Year Previous Year
Loan and advances measured at amortized cost 28.,482.,344,574.69 24,804,232,108.91
Less: Impairment allowances 1,313,350,382.98 1,067,053,022.66
Collective impairment 897,274,612.49 679,583,602.74
Individual impairment 416,075,770.49 387,469,419.92
Net Amount 27,168,994,191.71 23,737,179,086.25
Loans and advances measured at FVTPL - -

Total 27,168,994,191.71 23,737,179,086.25
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4.7.1 Analysis of loan and advances - By Product

Particulars Current Year
Product
Term loans - -

Short term, term loan - -
Long term, term loan - -
Hire purchase loans - -
Personal Residential Loans - -
Staff loans 538,801,106.44 522,162,586.58

Other 27,691,127,000.25 24,077,562,944.33
Sub-Total 28,229,928,106.69 24,599,725530.91
Interest receivable 252,416,468.00 204,506,578.00

Grand Total 28,482,344,574.69 24,804,232108.91

4.7.2 Analysis of loan and advances - By Collateral

Particulars Current Year
Secured
Immovable assets 318,116,254.18 436,389,947.58

Government guarantee - -
Collateral of Government securities - -
Collateral of Fixed Deposit Receipt - -
Group guarantee 24,133,593,015.99 20,954,733,629.39

Personal guarantee - -
Other collateral 4,030,635,304.52  3,413,108,531.94
Sub-Total 28,482,344,574.69 24,804,232,108.91
Unsecured - -
Grand Total 28,482,344,574.69 24,804,232,108.91

4.7.3 Allowances for Impairment

Specific allowances for impairment

Balance at Shrawan 1 387,469,419.92 215.973,617.00
Impairment loss for the year:

Charge for the year 28,606,350.57 171,495802.92
Recoveries/reversal during the year - -

Write-offs - -

Other movement - -

Balance at Asar end 416,075,770.49 387,469,419.92
Collective allowances for impairment

Balance at Shrawan 1 679,583,602.74 687,406,305.00
Impairment loss for the year:

Charge/(reversal) for the year 217,691,009.74 (7,822,702.26)
Other movement - -

Balance at Asar end 897,274,612.49 679,583,602.74
Total allowances for impairment 1,313,350,382.98 1,067,053,022.66
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4.8 Investment Securities
Investment in financial instruments has been presented under this account head in two categories i.e., investment
securities measured at amortized cost and investment in equity measured at fair value through other comprehensive

income.
Particulars Current Year Previous Year
Investment securities measured at amortized cost 290,000,000.00 190,000,000.00
Investment in equity measured at FVTOCI 3,510,000.00 14,639,054.00
Total 293,510,000.00 204,639,054.00

4.8.1 Investment Securities measured at Amortized Cost
Disclosures in respect of investment in government bond which are measured at amortized cost are as follows:

Particulars Current Year Previous Year
Debt securities - _
Government bonds 290,000,000.00 190,000,000.00

Government treasury bills - -
Nepal Rastra Bank bonds - -
Nepal Rastra Bank deposits instruments - -
Other - -
Less: specific allowances for impairment - -
Total 290,000,000.00 190,000,000.00

4.8.2 Investment in equity measured at fair value through OCI

Disclosures in respect of investment in shares and debentures/bonds of other companies/institutions are as follows:
Particulars Current Year Previous Year
Equity instruments
Quoted equity securities - 11,129,054.00
Unquoted equity securities 3,510,000.00 3,510,000.00
Total 3,510,000.00 14,639,054.00

4.8.3 Investment relating to investment in equities

Particulars Current Year Previous Year

Cost Fair Value Cost Fair Value
Investment in quoted equity
NIBL Samriddhi Fund-1 - - 6,955,640.00 11,129,054.00
Investment in unquoted equity
Prabhu Capital Ltd. 1,500,000.00 1,500,000.00 1,500,000.00 1,500,000.00
Center for Micro-Finance Nepal 10,000.00 10,000.00 10,000.00 10,000.00
Nepal Finsoft Company Ltd 2,000,000.00 2,000,000.00 2,000,000.00 2,000,000.00
Total 3,510,000.00 3,510,000.00 10,465,640.00 14,639,054.00

4.9 Current Tax Assets
Advance tax deposited by the financial institution less tax liabilities as well as income tax liabilities for the purpose
of current tax, prior period tax including fees are presented under this head.

Particulars Current Year Previous Year
Current tax assets 481,447,942.12 467,579,860.59
Current year income tax assets 481,447,942.12 467,579,860.59
Tax assets of prior periods - -

Current tax liabilities 329,787,436.78 529,299,812.21
Current year income tax liabilities 329,787,436.78 529,299,812.21
Tax liabilities of prior periods - -

Total 151,660,505.34 (61,719,951.62)
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4.10 Investment properties

The Financial Institution does not have any investment properties.
Particulars Current Year Previous Year
Investment properties measured at fair value
Balance as on Shrawan 1, 2078 - -
Addition/disposal during the year - -
Net changes in fair value during the year - -
Adjustment/transfer - -
Net Amount - -

Investment properties measured at cost

Balance as on Shrawan 1, 2078 - -
Addition/disposal during the year - -
Adjustment/transfer - -
Accumulated depreciation - -
Accumulated impairment loss - -
Net Amount - -
Total - -
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Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

4.12 Goodwill and Intangible Assets
The Financial Institution does not have any goodwill and intangible assets.

Software
Total 32nd Total Asar End
Asar 2079 2078

Particulars Goodwill Purchased Developed  Other

Cost

As on Shrawn 1, 2077

Addition during the Year

Acquisition

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Asar End 2078 - - - - - -
Addition during the Year

Acquisition

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Asar End 2079 - - - - - -
Amortization and Impairment

As on Shrawn 1, 2077

Amortization charge for the Year

Impairment for the year

Disposals

Adjustment

As on Asar End 2078 - - - - - -
Impairment for the year

Amortization charge for the Year

Disposals

Adjustment

As on Asar End 2079 - - - - - -
Capital Work in Progress

Net Book Value

As on Asar End 2077 - - - - - -
As on Asar End 2078 - - - - - -
As on Asar End 2079 - - - - - -

4.13 Deferred Tax
Deferred tax is calculated on temporary differences between the book values of financial assets/liabilities and tax base of
assets/liabilities using the tax rate of 30%.

Particulars Current Year

Deferred Tax Deferred Tax Deferred Tax

Assets Liabilities Assets/(Liabilities)

Deferred tax on temporary differences on following items

Loan and Advance to B/FIs - - -
Loans and advances to customers - - -
Investment properties - - -
Investment securities - -
Property & equipment - 4,487,454.07 (4,487,454.07)
Employees' defined benefit plan 175,871,951.40 - 175,871,951.40
Actuary Gain - 37,057,147.80  (37,057,147.80)
Leave Provisions 28,892,182.80 28,892,182.80

Other temporary differences
Deferred tax on temporary differences 204,764,134.20 41,544,601.87 163,219,532.33

Deferred tax on carry-forward of unused tax losses
Deferred tax due to changes in tax rate
Net Deferred tax asset/(liabilities) as on Asar end 2079 204,764,134.20 41,544,601.87 163,219,532.33

Deferred tax (asset)/liabilities as on Shrawn 1, 2078 177,369,546.02
Origination/(Reversal) during the year (14,150,013.69)
Deferred tax expense/(income) recognized in profit or loss (22,907,134.11)
Deferred tax expense/(income) recognized in other comprehensive income 37,057,147.80

Deferred tax expense/(income) recognized in directly in equity -
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Previous Year
Deferred Tax Liabilities Deferred Tax Assets / (Liabilities)

Particulars

Deferred Tax Assets

Deferred tax on temporary differences on following items

Loan and Advance to B/FIs - - -
Loans and advances to customers - - -
Investment properties - - -
Investment securities 1,272,882.12 (1,272,882.12)
Property & equipment 6,588,341.88 (6,588,341.88)
Employees' defined benefit plan 168,663,975.32 - 168,663,975.32
Actuary Gain 16,198,020.30 (16,198,020.30)
Leave Provisions 32,764,815.00 32,764,815.00
Provisions - - -
Other temporary differences -
Deferred tax on temporary differences 201,428,790.32 24,059,244.30 177,369,546.02
Deferred tax on carry forward of unused tax losses -
Deferred tax due to changes in tax rate -
Net Deferred tax asset/(liabilities) as on Asar end 2078 201,428,790.32 24,059,244.30 177,369,546.02
Deferred tax (asset)/liabilities as on Shrawn 1, 2077 63,972,402.26
Origination/(Reversal) during the year 113,397,143.76
Deferred tax expense/(income) recognized in profit or loss (130,868,046.18)
Deferred tax expense/(income) recognized in other comprehensive income 17,470,902.42
Deferred tax expense/(income) recognized in directly in equity -

4.14 Other Assets
Other assets include accounts receivable, prepayment and deposit, stationary stock, staff advance, client protection fund,
remit in transit and inter-branch balances which are presented as follows:

Particulars Current Year Previous Year

Assets held for sale
Other non-banking assets
Bills receivable
Accounts receivable
Accrued income
Prepayments and deposit

Income tax deposit

Deferred employee expenditure

20,341,255.46

25,485,693.98

5,995,562.22

6,683,639.11

Other
Stationary Stock 3,462,618.90 5,394,710.81
Staff Advance 174,640,392.67 142,801,423.21
Other 50,000,000.00 48,160,885.30
Total 273,929,961.01 209,036,220.65
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Nirdhan Utthan Laghubitta Bittiya Sanstha Limited
4.15 Due to Bank and Financial Institutions
The Financial Institution does not have any dues to bank and financial institutions.

Particulars Current Year Previous Year

Borrowing from BFIs - -
Settlement and clearing accounts - -
Other - -
Total - -

4.16 Due to Nepal Rastra Bank

The Financial Institution does not have any dues to Nepal Rastra Bank.
Refinance from NRB - -
Standing Liquidity Facility - -
Lender of last report facility from NRB - -
Securities sold under repurchase agreements - -
Other payable to NRB - -
Total - -

4.17 Derivative financial instruments

The Financial Institution does not have any derivative financial instruments.
Particulars Current Year Previous Year
Held for trading
Interest rate swap - -
Currency swap - -
Forward exchange contract - -
Others - -
Held for risk management
Interest rate swap - -
Currency swap - -
Forward exchange contract - -
Other - -
Total - -

4.18 Deposits from customers
The Financial Institution does not have any institutional deposit customers. Individual customers include saving deposits and
term deposits which are presented as follows:
Particulars Current Year Previous Year
Institutional customers:
Term deposits - -
Call deposits - -
Other - -
Individual customers.
Term deposits 338,551,006.66 125,098,340.05
Saving deposits 17,844,278,514.89  15,694,102,728.67
Savings from Members - -
Other - -
Total 18,182,829,521.55 15,819,201,068.72
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4.19 Borrowing
Borrowings from domestic banks and financial institutions as well as foreign borrowings are presented as follows:
Domestic Borrowing

Nepal Government - -
Other licensed Institutions 6,221,145,023.88  6,265,841,023.49

Other - -
Sub total 6,221,145,023.88  6,265,841,023.49

Foreign Borrowing

Foreign Bank and Financial Institutions - -

Multilateral Development Banks - -

Other Institutions 68,193,975.95 64,692,306.75

Sub total 68,193,975.95 64,692,306.75
Total 6,289,338,999.83  6,330,533,330.24

4.20 Provisions
Provisions for expenses made by the Financial Institution are presented as follows:
Particulars Current Year Previous Year
Provisions for redundancy - -
Provision for restructuring - -
Pending legal issues and tax litigation - -
Onerous contracts - -
Other 14,648,322.00 76,511.00
Total 14,648,322.00 76,511.00

4.20.1 Movement in Provisions

Particulars Current Year Previous Year
Balance at Shrawn 1, 2078 76,511.00 149,632.40
Provisions made during the year - -

Provisions used during the year (14,571,811.00) 73,121.40

Provisions reversed during the year
Unwind of discount - -
Balance at Asar end 2079 14,648,322.00 76,511.00

4.21 Other liabilities
The details of other liabilities are presented as follows:

Particulars Current Year Previous Year
Liability for employees defined benefit obligations (93,938,249.00) 40,520,329.90
Liability for long-service leave 96,307,276.00 109,216,050.00
Short-term employee benefits 20,691,989.12 25,082,519.12
Bills payable - -

Creditors and accruals 50,016,124.02 48,644,501.85
Interest payable on deposit 6,933,337.93 4,333,025.77
Interest payable on borrowing 15,089,368.74 2,661,696.61
Liabilities on deferred grant income - -

Unpaid Dividend 48,802,068.40 57,823,601.98
Liabilities under Finance Lease - -

Employee bonus payable 118,257,050.61 179,421,662.15
Other 244,446,449.52 9,481,401.51
Total 506,605,415.34 477,184,788.89
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4.21.1 Defined benefit obligations
/Particulars
The amounts recognized in the statement of financial position are as follows:
Present value of funded obligations
Total present value of obligations
Fair value of plan assets
Present value of net obligations
Recognized liability for defined benefit obligations

Current Year

586,239,838.00
586,239,838.00
680,178,087.00
93,938,249.00
93,938,249.00

Previous Year

616,851,113.00
616,851,113.00
575,975,004.00
40,876,109.00
40,876,109.00

4.21.2 Plan Assets
Plan assets comprise of the following:
Particulars
Plan assets comprise
Equity securities
Government bonds

Current Year

680,178,087.00

Previous Year

Bank deposit 575,975,004.00
Other - -
Total 680,178,087.00 575,975,004.00

Actual return on plan assets

4.21.3 Movement in the present value of defined benefit obligations

Particulars
Defined benefit obligations at Shrawan 1, 2078

Current Year

616,851,113.00

Previous Year

597,391,510.00

Actuarial losses (102,562,601.00)  (37,372,269.00)
Benefits paid by the plan (6,802,951.00) (18,980,998.00)
Current service costs and interest 78,754,277.00 75,812,870.00

Defined benefit obligations at Asar end 2079 586,239,838.00 616,851,113.00

4.21.4 Movement in the fair value of plan assets

Particulars

Fair value of plan assets at Shrawan 1, 2078
Contributions paid into the plan

Benefits paid during the year

Actuarial (losses)/gains

Expected return on plan assets

Current Year

575,975,004.00
60,520,330.00
(6,802,951.00)
20,961,225.00
29,524,479.00

Previous Year

543,861,120.00
10,000,000.00
(18,980,998.00)
16,621,132.00
24,473,750.00

Fair value of plan assets at Asar end 2079

680,178,087.00

575,975,004.00

4.21.5 Amount recognized in profit or loss
Particulars

Current Year

Previous Year

Current service costs 46,414,079.00 48,223,179.00
Interest on obligation 32,340,198.00 3,115,941.00
Expected return on plan assets 29,524,479.00 -

Total 49,229,798.00 51,339,120.00

4.21.6 Amount recognized in other comprehensive income

Particulars Current Year Previous Year
Actuarial (gain)/loss (123,523,826.00)  (53,993,401.00)
Total (123,523,826.00)  (53,993,401.00)
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4.21.7 Actuarial assumptions

Particulars Current Year Previous Year

Discount rate

Expected return on plan asset
Future salary increases
Withdrawal rate

8.50% 5.13%
8.50% 5.13%
4.00% 3.25%
1.50% 2.85%

4.22 Debt securities issued
The Financial Institution has not issued any debt securities.

Particulars Current Year Previous Year

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

Total

4.23 Subordinated Liabilities
The Financial Institution does not have any subordinated liabilities.

Particulars Current Year Previous Year

Redeemable preference shares
Irredeemable cumulative preference shares (liability component)
Other

Total

4.24 Share capital
Details of equity shares is presented as follows:

Particulars Current Year Previous Year

Ordinary shares

Convertible preference shares (equity component only)
Irredeemable preference shares (equity component only)
Perpetual debt (equity component only)

2,195,025,000.00  1,695,000,000.00

Total

2,195,025,000.00  1,695,000,000.00

4.24.1 Ordinary Shares

Particulars

Authorized Capital

30000000 Ordinary share of Rs. 100 each
Issued capital

21950250 Ordinary share of Rs. 100 each
Subscribed and paid-up capital

21950250 Ordinary share of Rs. 100 each

Current Year Previous Year
3,000,000,000.00 2,500,000,000.00

2,195,025,000.00  1,695,000,000.00

2,195,025,000.00  1,695,000,000.00

Total

2,195,025,000.00  1,695,000,000.00
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Nirdhan Utthan Laghubitta Bittiya Sanstha Limited

4.24.2 Ordinary Share Ownership

Particulars Current Year Previous Year

Percent Amount Percent Amount
Domestic ownership (Promoter) 41.90% 919,738,874.00 41.88% 709,928,068.00
Nepal Government - - - -
A class licensed institutions 24.62% 540,464,744.00  24.62% 417,347,293.00
Other licensed institutions 0.02% 382,025.00 - -
Other Institutions 10.00% 219,401,580.00  10.00% 169,422,069.00
Other 7.27% 159,490,525.00 7.27% 123,158,706.00
Domestic ownership (Public) 49.00% 1,075,562,251.00 49.02% 830,845,001.00
Nepal Government - - - -
A class Licensed Institutions 0.14% 2,991,084.00 4.11% 69,580,830.00
Other licensed Institutions 0.07% 1,566,102.00 0.15% 2,543,743.00
Other Institutions 14.70% 322,588,099.00  16.80% 284,676,401.00
Other 34.10% 748,416,966.00  27.97% 474,044,027.00
Foreign ownership (Promoter) 9.10% 199,723,875.00  9.10% 154,226,931.00
Foreign ownership (Public) - - - -
Total 100% 2,195,025,000.00 100.00% 1,695,000,000.00

Details of Shareholding holding more than 0.5%

Particulars Current Year Previous Year

No. of Shares Amount ’ - No. of Shares Amount

Domestic ownership (Promoter)
A class licensed institution

Nabil Bank Limited 9.39% 2,061,843.86 206,184,386.24  9.39% 1,592,157.01 159,215,700.97
Everest Bank Limited 7.61% 1,671,400.33 167,140,032.75  7.61% 1,290,656.62 129,065,662.36
Himalayan Bank Limited 7.61% 1,671,399.89 167,139,988.57  7.61% 1,290,656.00 129,065,600.00
Other Institutions

Nirdhan Sanstha 7.44% 1,632,266.81 163,226,681.17  7.44% 1,260,437.03 126,043,703.40
National Life Insurance Company Ltd. 2.00% 439,005.00 43,900,500.00 2.00% 339,000.00 33,900,000.00
Other

Meena Pant 5.36% 1,175,752.34 117,575,233.69  5.36% 907,916.86 90,791,686.25
Janardan Dev Pant 0.64% 139,574.78 13,957,478.38 0.64% 107,779.40 10,777,940.03
Ganesh Bahadur Thapa - - -

Domestic ownership (Public)
A class Licensed Institutions

Everest Bank Limite