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Chartered Accountants
Independent Auditor’s Report
To the Shareholders of
RSDC Laghubitta Bittiya Sanstha Limited

Report on the Audit of the Financial Statements:

Opinion

We have audited the accompanying financial statements of RSDC Laghubitta Bittiya
Sanstha Limited., herein referred to as “microfinance”, which comprise Statement of
Financial Position as at Ashadh 32, 2079, (16 July, 2022) and Statement of Profit or
Loss, Statement of Other Comprehensive Income, Statement of Changes in Equity and
Statement of Cash Flow for the year then ended, and a summary of Slgmflcant
Accounting Policies and Explanatory Notes to the Account.

In our opinion, the accompanying financial statements along with the notes présent
fairly, in all material respects the financial position of as on Ashadh 32, 2079 (16t July,
2022) and its financial performance and its cash flows for the year ended Ashadh 32,
2079 (16t July, 2022) in accordance with Nepal Financial Reporting Standards (NFRS).

Basis for Opinion

We conducted our audit in accordance withNepal Standards on Auditing (NSAs). Our
responsibilities under those standards are further described in the Auditor’s
Responsibilities for Audit on the Financial Statements section of our report. We are
independent of the microfinance in accordance with the ICAN’s Handbook of Code of
Ethics for Professional Accountants together with the ethical requirements that are
relevant to our audit of the financial statements, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the ICAN’s
handbook of The Code of Ethics for Professional Accountants. We believe that the
~audit evidence we have obtained is sufficient and appropriate to provide a basis for
opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of financial statements of the current period. These matters
were addressed in the context of our audit of the financial statements as a whole, and
in forming our opinion thereon, and we do not provide a separate opinion on these
matters. Depending on the facts and circumstances of the microfinance and the audit,
we have determined that there are no key audit matters to communicate in our report
other than following. For each matter below, our description of how our audit
addressed the matter is provided in that conte)sf;:

Page1of 7
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(Refer Note 4.6 and 6 of fnanC/a/ Our audit aproach regarding verification
statement) of impairment of loans and advances

. ) included:
The microfinance shall measure

impairment loss on loans and advances at | a. Test the operating effectiveness of key
the higher of: controls established by the
microfinance to identify loss events and
for determining the extent of
provisioning required against non-
performing loans and advances.

* Amount determined adopting Incurred | |, Reyiew the overdue status of loans and
Loss Model as per the Carve out| 4yances by obtaining data from the

provided on NFRS 9 financial |  ¢ystem and matching the same with
instruments -impairment. the NRB 2.2 report. ¢

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

Impairment of loans and advances under | ¢. Review of sampled credit files, among
incurred loss model requires assessment other things, from the perspective of

of future cash flows as well as historical utilization of loans and advances for
loss experiences of portfolios. On the the intended purpose by way of
other hand, impairment of loans and | scruting of financial statements,

advances under NRB norms for loan loss account movement, account turnover
provisioning require assessment of the |  etc. including the business visits of the
overdue status of loans and advances and selected borrowers.

proper utilization of loans for the
intended purpose. Significant estimates
and  assumptions used by the
management in such calculations. Hence,
| the assessment of the availability and
accuracy of required data for impairment
of loans and advances under incurred loss

model as well as NRB provisioning norms
are considered as key audit matter.

Information Technology (IT) System and | Our audit approach regarding the
Controls over financial reporting information technology * of the
IT controls with respect to recording | microfinance is based upon the
transactions, generating various reports in | Information  Technology  Guidelines
compliance with NRB guidelines and other | issued by NRB and it included:

compliances to regulators is an important
part of the process. Such reporting is |a. Understanding of the  business
heavily dependent on the effective processes, IT Systems used to generate

A/ Page 2 of 7
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working of Core Banking Software (CBS)
and other allied systems.

We have considered this a key audit
matter as any control lapses, validation

. Understanding the

and support those balances and
associated IT application controls and
IT dependencies in manual controls.

coding system
adopted by the microfinance for

failures, incorrect input data, and errors in

the extraction of data may result in
incorrect financial reporting_ (e EVaIUating and testing the design and

operating effectiveness of certain
control activities over the integrity of
the material IT systems that the
relevant to the financial reporting.

various categories of customers

d. Understanding the feeding of the data
in the system and going through the
extraction of the financial information
and statements from the IT system
existing in the microfinance. .

e. Checking the user /au;chority matrix for
any changes in the regulations/ policy
of the microfinance.

f. Reviewed the reports generated by the
system on a sample basis and verified
the interest income and expense
booking regarding loan and deposit on
a test basis with the CBS of the
microfinance.

Information Other than the Financial Statements and Auditor’s Report Thereon

The management of microfinance. is responsible for the preparation of the other
information. The other information comprises the information included in the
Management report and other progress reports but does not include the financial
statements and our auditor’s report thereon.

Our opinion is on the financial statements and not on the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit 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 statements or our knowledge obtained
during the course of our audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard. b

-

Page 3 of 7
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Responsibilities of Management and Those charged with Governance for the
Financial Statements

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

In preparing the financial statements, management is responsible for assessing the
microfinance’s ability to continue as a going concern, disclosing, as applicable matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the microfinance or to cease operations, or
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the microfinance’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements .

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with NSA’s will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in aggregate, they could reasonably expect to influence the economic decisions of
users taken on the basis of these financial statements. Further responsibilities of the
auditor have been mentioned in Annexure -1.

Report on the requirements of Banks and Financial Institutions Act, 2073 and
Company Act, 2063

We have obtained satisfactory information and explanations asked for, which to the
" best of our knowledge and belief were necessary for the purpose of our audit. The
financial statements including the Statement of financial position, Statement of profit
or loss, Statement of other comprehensive income, Statement of changes in equity,
Statement of Cash Flows including a summary of significant accounting policies and
other explanatory notes have been prepared in all material respect as per the
procedures and format prescribed by Nepal Rastra Bank and are in agreement with the
books of accounts of the microfinance; and the accounts and records of the
microfinance are properly maintained in accordance with the prevailing laws.

To the best of our information and according to the explanations given to us, in the
course of our audit, we did not come across cases where the business of the
microfinance and transactions were not conducted within the scope of its authority.
We did not come across cases of accounting-related fraud and cases where the board
of directors or any director or any office bearer of the microfinance has acted contrary

Page 4 of 7
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to the provisions of law or caused loss or damage to the microfinance or committed
any misappropriation of the funds of the microfinance.

v
Auditor
Place: Kathmandu Yuddha Raj Oli, FCA
Date: 2022/11/27 Partner
UDIN No: ) ) 1123CA 0ol gsNe RbU PYC & Associates

Chartered Accountants
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Annexure - 1

As a part of audit in accordance of NSAs, we exercised professional judgment and
maintain professional skepticism throughout the audit of microfinance for FY 2078/79
(2021/22). We also:

e Identified and assessed the risk of material misstatement of the financial
statement whether due to fraud or error, designed and performed audit
procedures responsive to those risks, and obtained audit evidence that is sufficient
and appropriate to provide an opinion. The risk of not detecting material
misstatement resulting from fraud is higher than one resulting from error, as fraud
may involve collusion, forgery, intentional omission, misrepresentation, or the
override of internal control.

e Obtained an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of internal control.

e Concluded an appropriateness of management use of going concern basis of
accounting and, based in audit evidence obtained, whether a material uncertainty
exists related to events or condition that may cast significant doubt on the
microfinance’s ability to continue as going concern. If we concluded that a material
uncertainty exists, we were required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosure were
inadequate, to modify our opinion. Our conclusions were based on the audit
evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause the microfinance to cease to continue as going concern.

e Evaluated the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

e Evaluated the overall presentation, structure, and content of financial statement
including the disclosures, and whether the financial statement represent the
underlying transactions and events in a manner that achieves fair presentation.

e Obtained sufficient appropriate audit evidence regarding the financial information
of the entities or business activities to express an opinion on the financial
statements. We remain solely responsible for our audit opinion.

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

e We also provided those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and
communicated with them all relationships and other matter that may reasonably
be though to bear on our independence, and where applicable, related standards.

e From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare

ﬂ{ _ Page 6 of 7
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circumstances, we determine that a matter should not be communicated in our

report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

i

Page 7 of 7
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RSDC Laghubitta Bittiya Sanstha Ltd.

Statement of Financial Position
As on 32" Ashadh 2079

¢ RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

. As at y As at
Particulars Note 327 Ashad 2079 31°*Ashad 2078
(Restated)
Assets
Cash and cash equivalents 4.1 202,703,053 448,732,120
Statutory Balances and Due from Nepal Rastra Bank 4.2 26,108,454 18,025,998
Placement with Bank and Financial Institutions 4.3 - -
Derivative Financial Instruments 4.4 - -
Other Trading Assets 4.5 - -
Loans and advances to MFI's & Cooperatives 4.6 5,401,755,948 3,494,408,103
Loans and advances to customers 4.7 8,306,871 4,708,634
Investment securities 4.8 2,000,000 2,000,000
Current tax assets 4.9 16,288,932 5,470,300
Investment property 4.10 - -
Property and Equipment 4.11 7,217,857 7,317,970
Goodwill and Intangible assets 4.12 45,200 -
Deferred Tax Assets 4.13 1,739,811 1,604,199
Other assets 4.14 2,309,075 1,226,557
Total Assets 5,668,475,211 3,983,493,881
As at
Particulars Note nd As at 31* Ashad 2078
32" Ashad 2079 (Restated)
Liabilities
Due to Bank and Financial Institutions 4.15 - -
Due to Nepal Ratsra Bank 4.16 - -
Derivative Financial Instrument 4.17 - -
Deposits from customers 4.18 - -
Borrowings 4.19 4,647,172,943 3,074,697,040
Current Tax Liabilities 4.9 - -
Provisions 4.20 - -
Deferred Tax Liabilities 4.13 - -
Other liabilities 4.21 34,155,902 22,695,103
Debt securities issued 4.22 - -
Subordinated Liabilities 423 - -
Total liabilities 4,681,328,845 3,097,392,143
Equity
Share Capital 4.24 805,155,741 731,959,765
Share Premium - -
Retained Earnings 89,913,942 85,197,742
Reserves 425 92,076,683 68,944,230
Total Equity 987,146,366 886,101,737
Total Liabilities and Equity 5,668,475,211 3,983,493,881
Contingent Liabilities and commitment 4.26 20,000,000 -
Net Assets Value per Share 123 121
The accompanying notes are integral part of these financial statements.
Rajendra Prasad Dahal CA Chandra Raj Sharma Bishnu Prasad Poudyal Yuddha Raj Oli, FCA
Chairman Director Partner, PYC & Associates

Hari Prasad Bhattarai

Director Director

Amar Dangol Maharjan

Shanti Prasad Upreti
Director

Dhruba Kumar Paudel
Chief Executive Officer

Chartered Accountants

Milan Adhikari
Finance Head
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RSDC Laghubitta Bittiya Sanstha Ltd.

Statement of Profit or Loss

For the year ended 32" Ashadh 2079

Figures in NPR
Year ended

Particulars Note 3 213,( i‘:hzl(ll(lllegﬂw 31* Ashadh

2078 Restated
Interest Income 4.27 618,620,814 325,695,641
Interest Expense 4.28 379,584,984 162,994,891
Net interest Income 239,035,831 162,700,751
Fees and commission Income 4.29 30,113,972 23,349,672
Fees and commission Expense 4.3 4,223,500 3,799,389
Net Fee and Commission Income 25,890,472 19,550,283
Net Interest, Fee and Commission Income 264,926,303 182,251,034
Net trading income 4.31 - -
Other operating income 4.32 - -
Total Operating Income 264,926,303 182,251,034
Impairment charge/(reversal) for loans and other losses 4.33 71,887,807 15,065,848
Net Operating Income 193,038,496 167,185,186
Operating Expense
Personnel Expense 4.34 31,918,521 27,682,725
Other Operating Expense 4.35 8,443,846 7,995,334
Depreciation and Amortization 4.36 2,234,458 2,135,568
Operating Profit 150,441,670 129,371,559
Non Operating Income 4.37 - 1,038,535
Non Operating Expense 4.38 - -
Profit before Income Tax 150,441,670 130,410,094
Income Tax Expense 4.39

Current Tax 45,181,368 39,431,174

Deferred Tax (354,961) (486,879)
Profit for the Year 105,615,263 91,465,799
Profit attributable to:

Equity holders of the Financial Institution 105,615,263 91,465,799
Profit for the Year 105,615,263 91,465,799
Earnings Per Share (EPS)

Basic EPS 13.12 11.36

Diluted EPS 13.12 11.36

The accompanying notes are integral part of these financial statements.

As per our report of even date 26 November, 2022

Rajendra Prasad Dahal CA Chandra Raj Sharma Bishnu Prasad Poudyal Yuddha Raj Oli, FCA
Chairman Director Director Partner, PYC & Associates
Chartered Accountants
Hari Prasad Bhattarai Amar Dangol Maharjan Shanti Prasad Upreti Dhruba Kumar Paudel Milan Adhikari
Director Director Director Chief Executive Officer Finance Head

Y | adt aiffes Ufddeer-200T/ 00



{m@“

%:1/(5

RSDC Laghubitta Bittiya Sanstha Ltd.
Statement of Other Comprehensive Income
For the year ended 32" Ashadh 2079
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Figures in NPR
Year ended Year ended
Particulars Note | 32" Ashadh | 31 Ashadh 2078
2079 Restated

Profit for the year 105,615,263 91,465,799
Other Comprehensive Income, net of income tax
a. Items that will not be reclassified to Profit or Loss

Gains / (Losses) from investment in equity instruments measured at fair value - -

Gains / (Losses) on revaluation - -

Actuarial Gains / (Losses) on defined benefit plans 731,160 (145,669)

Income tax relating to above items (219,348) 43,701
11:1:(: 1;)ttl(:f‘rlf)(s);nprehenswe Income that will not be reclassified to 511,812 (101,968)
b. Items that are or may be reclassified to Profit or Loss

Gains (Losses) on cash flow hedge - -

Exchange gains (Losses) arising from translationg financial assets of foreign i i

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 511,812 (101,968)
Total Comprehensive income for the year 106,127,075 91,363,831
Total Comprehensive income for the period 106,127,075 91,363,831

The accompanying notes are integral part of these financial statements.

As per our report of even date 26 November, 2022

Rajendra Prasad Dahal
Chairman

Hari Prasad Bhattarai
Director

CA Chandra Raj Sharma Bishnu Prasad Poudyal
Director Director
Amar Dangol Maharjan Shanti Prasad Upreti Dhruba Kumar Paudel
Director Director Chief Executive Officer

Yuddha Raj Oli, FCA

Partner, PYC & Associates

Chartered Accountants

Milan Adhikari
Finance Head
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2. RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

RSDC Laghubitta Bittiya Sanstha Ltd.
Statement of Distributable Profit or Loss
For the year ended 32" Ashadh 2079

As per NRB Regulation

Particulars Current Year Previous Year
Net Profit/(loss) as per Statement of Profit or Loss 105,615,263 91,465,799
Appropriation
a. General Reserve (21,123,053) (18,221,095)
b. Foreign Exchange Fluctuation fund - -
c. Capital redemption reserve - -
d. Corporate social responsibility fund (1,056,153) (911,055)
e. Employees training fund (1,77,402) -
f. Client Protection Fund (1,056,153) (911,055)
g. Other - -
Adjusted Profit/(loss) before regulatory adjustment 82,202,504 71,422,594
Regulatory Adjustments:
a. Interest Receivable (-)/previous accrued interest received (+) (221,689) (17,119)
b. Short loan loss provision in accounts (-)/reversal (+) - -
c. Short provision for possible losses on investment (-)/reversal (+) - -
d. Short provision for possible losses on Non-Banking Assets ) )
(-)/reversal (+)
e. Deferred Tax Assets recognized (-)/reversal (+) (354,961) (486,879)
f. Goodwill recognized (-)/Impairment of Goodwill (+) - -
g. Bargain purchase gain recognized (-)/reversal (+) - -
h. Actuarial Loss recognized (-)/reversal (+) 731,160 -
i. Other (+/-) (683,578) -

Leave Provision (683,578) -
Distributable Profit or (Loss) 81,673,435 70,918,596

The accompanying notes are integral part of these financial statements. As per our report of even date 26 November, 2022

Rajendra Prasad Dahal
Chairman

CA Chandra Raj Sharma
Director

Bishnu Prasad Poudyal
Director

Yuddha Raj Oli, FCA
Partner, PYC & Associates
Chartered Accountants

Hari Prasad Bhattarai
Director

Amar Dangol Maharjan
Director

Shanti Prasad Upreti
Director

Dhruba Kumar Paudel
Chief Executive Officer

Milan Adhikari
Finance Head
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RSDC Laghubitta Bittiya Sanstha Ltd.
Statement of Cash Flows
For the year ended 32" Ashadh 2079

gf% IIReafsd orgfda fadier siven for.
* RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Figures in NPR
Particulars Year ended Year ended
32" Ashadh 2079 31t Ashadh 2078

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received 618,371,312 325,774,034
Fees and other income received 26,542,554 23,349,672
Dividend received - -
Receipts from other operating activities - -
Interest paid (371,873,820) (164,530,754)

Commission and fees paid

(29,438.,988)

(26,038.303)

Cash payment to employees

Other expense paid (9,614,417) (10,793,384)
Operating cash flows before changes in operating assets and liabilities 233,986,641 147,761,265
(Increase)/Decrease in operating assets (1,983,703,632) (656,017,213)

Due from Nepal Rastra Bank

Placement with Bank and Financial Institutions

Other trading assets

Loans and advances to bank and financial institutions

(1,979.235,652)

(653,092,303)

Loans and advances to customers (3,940,767) (2,805,444)
Other assets (8,609,669) (18,145,463)
Increase/(Decrease) in operating liabilities 1,573,823,096 453,484,697
Due to bank and financial institutions - -
Due to Nepal Rastra Bank - -
Deposit from customers - -
Borrowings 1,572,475,902 467,707,681
Other liabilities 1,347,194 (14,222,984)
Net cash flow from operating activities before tax paid (175,893,894) (54,771,251)
Income taxes paid (56,000,000) (49,599,536)
Net cash flow from operating activities (239,976,351) (122,396,785)
CASH FLOW FROM INVESTING ACTIVITIES

Purchase of investment securities - (22,983,000)
Receipts from sale of investment securities - 24,021,535
Purchase of property and equipment (2,200,296) (146,679)
Receipt from the sale of property and equipment - -
Acquisition of intangible assets - -
Receipt from the sale of intangible assets - -
Purchase of investment properties - -
Receipt from the sale of investment properties - -
Interest received - -
Dividend received - -
Net cash used in investing activities (2,200,296) 891,856
CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of debt securities - -
Repayment of debt securities - -
Receipts from issue of subordinated liabilities - -
Repayment of subordinated liability - -
Receipts from issue of shares - -
Dividends paid (3,852,420) (24,386,878)
Interest paid - -
Other receipt/payment - -
Net cash from financing activities (3,852,420) (24,386,878)
Net increase (decrease) in cash and cash equivalents (246,029,067) (145,891,808)
Cash and cash equivalents at beginning of the period 448,732,120 594,623,928
Effect of exchange rate fluctuations on cash and cash equivalents held - -
Cash and cash equivalents at the end of the period 202,703,053 448,732,120

The explanatory notes are integral part of these financial statements.

As per our report of even date 26 November 2022

Rajendra Prasad Dahal CA Chandra Raj Sharma Bishnu Prasad Poudyal Yuddha Raj Oli, FCA
Chairman Director Director Partner, PYC & Associates
Chartered Accountants
Hari Prasad Bhattarai Amar Dangol Maharjan Shanti Prasad Upreti Dhruba Kumar Paudel Milan Adhikari
Director Director Director Chief Executive Officer Finance Head
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RSDC Laghubitta Bittya Sanstha Ltd.

Notes to the Financial Statements
For the Year Ended 32" Ashadh 2079 (16" July, 2022)

1. Reporting Entity

RSDC Laghubitta Bittiya Sanstha Limited 'herein referred as Microfinance’ was registered at Office of Company
Registrar as Public Limited Company on 2069/11/12 with an authorized capital of NPR 1,000,000,000 and paid
up capital of NPR. 805,155,741. The Microfinance is operating its business from its corporate office at Rupandehi,
Butwal.

It had obtained license to carry on business of wholesale lending of micro credit in Nepal on 10th Bhadra 2070
from Nepal Rastra Bank as Class 'D' Licensed Institution and it commenced its transaction since 26th Bhadra 2070.
The main objective of Microfinance is to provide wholesale lending to other licensed micro finance institutions and
cooperatives societies to promote the life style of deprived people as described by Nepal Rastra Bank.

The Microfinance is listed on Nepal Stock Exchange and is trading under the code “RSDC”.

2. Basis of Preparation

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

The financial statements of the Microfinance have been prepared on accrual basis of accounting except the cash flow
information which is prepared, on a cash basis, using the direct method.

The financial statements comprise the Statement of Financial Position, Statement of Profit or Loss and Statement of
Other Comprehensive Income, Statement of Changes in Equity, Statement of Cash Flows and the Notes to Accounts
of the Microfinance. The significant accounting policies applied in the preparation of financial statements are set out
below in point number 3. These policies are consistently applied to all the years presented, except for the changes in
accounting policies disclosed specifically.

2.1 Statement of Compliance

The Financial Statement of the microfinance which comprises of Statement of Financial Position, Statement
of Profit or Loss and Statement of Other Comprehensive Income shown as two separate statements, Statement
of Changes in Equity, Statement of Cash Flows, Notes to the Financial Statements have been prepared in
accordance with Nepal Financial Reporting Standards 2018 as issued by the Nepal Accounting Standard Board
and in compliance with the requirements of the Companies Act , 2006, directives issued by Nepal Rastra Bank
and required disclosures as per Securities Board of Nepal.

The format used in the preparation and presentation of the Financial Statements and disclosures made therein
also comply with the specified formats prescribed in directives of Nepal Rastra Bank.

2.2 Reporting Date

Reporting Period is a period from the first day of Shrawan (mid-July) of any year to the last day of Ashadh
(mid-July) of the next year as per Nepalese calendar.

The current year period refers to 13 Shrawan 2078 to 32" Ashadh 2079 as per Nepalese calendar corresponding
to 16" July 2021 to 16™ July 2022 as per English Calendar.

it e HfIdGeT-200T/00R | 34,
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Nepali Calendar English Calendar
1% Shrawan 2078 to 16% July 2021 to
C t Year Period (2078/79
urrent Year Period ( ) 32 Ashad 2079 16" July 2022
1¥*Shrawan 2077 to 16% July 2020 to
Previ Year Period (2077/78
revious Year Period ( ) 31+ Ashad 2078 15% July 2021

Accompanied financial statements have been adopted by the Board of Directors on its meeting held on 26
November, 2022 and have been recommended for approval by shareholders in the Annual General Meeting.

2.3 Functional and Presentation Currency

The Financial Statements of the Microfinance are presented in Nepalese Currency i.e. Nepalese Rupee (NPR),
which is the currency of the primary economic environment in which the Microfinance operates. There was no
change in the Microfinance’s presentation and functional currency during the period under review. The figures
are rounded to nearest integer, except otherwise indicated.

2.4 Use of Estimates, assumptions and judgements

The preparation of financial statements requires the management to make estimates and assumptions that are
considered while reporting amounts of assets and liabilities (including contingent assets and liabilities) as of
the date of the financial statements. Management believes that the estimates used in the preparation of the
financial statements are prudent and reasonable. Future results could differ from these estimates. Estimates and
underlying assumptions are reviewed on an ongoing basis. Any revision to accounting estimates is recognized
prospectively in current and future periods.

Information about assumptions and estimation that have a significant risk of resulting in a material adjustment
within the next financial year are:

e Key assumptions used in discounted cash flow projections.

e Measurement of defined benefit obligations.

e Provisions, commitments and contingencies.

e Determination of net realizable value.

e Determination of useful life of the property, plants and equipment.

e Assessment of the Microfinance’s ability to continue as going concern.

e Determination of fair value of financial instruments; and property and equipment.

e Impairment of financial and non-financial assets.

e Assessment of current as well as deferred tax.

2.5 Changes in Accounting policies

The Microfinance has applied its accounting policies consistently from year to year except for some comparatives
have been grouped or regrouped to facilitate comparison, corrections of errors and any changes in accounting
policy have been separately disclosed with detail explanation.

2.6 New Nepal Financial Reporting Standards issued effective

Following are the new standards applicable from Financial Year 2078-79:
a. NFRS 15 Revenue from contracts with Customers
b. NFRS 16 Leases
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2.7 New Nepal Financial Reporting Standards and interpretation not adopted

All Nepal Accounting Standards and Nepal Financial Reporting Standards and other interpretation issued by
ASB of Nepal have been adapted while preparing financial statements except NFRS 9 in respect of Expected
Credit Loss Model.

2.8 Discounting

Financial assets and liabilities which are of long-term nature i.e. either receivable/payable after more than a
year have been discounted using the appropriate discount rate which reflects the market rate of borrowings.
Interest income or expenses has been recognized on unwinding of the financial assets and financial liabilities
using the Effective Interest Rate appropriately.

2.9 Materiality and Aggregation

Each material class of similar items is presented separately in the Financial Statements. Items of dissimilar
nature or function are presented separately, unless they are immaterial as permitted by the Nepal Accounting
Standard — NAS 1 on 'Presentation of Financial Statements'.

Notes to the Financial Statements are presented in a systematic manner which ensures the understandability
and comparability of Financial Statements. Understandability of the Financial Statements is not compromised
by obscuring material information with immaterial information or by aggregating material items that have
different natures or functions.

3. Significant Accounting Policies

The accounting policies applied and method of computation followed in the preparation of the financial
statement is consistent with the accounting policies applied and method of computation followed in preparation
of the annual financial statement unless stated otherwise.

3.1 Basis of Measurement

The financial statements are prepared on the historical-cost basis except for the required material items in the
statement of financial position where it has been disclosed as measured at fair value or otherwise.

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

3.2 Cash and Cash Equivalents

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

[

il

3.3.1 Recognition

The Microfinance initially recognizes a financial asset or a financial liability in its statement of financial position
when, and only when, it becomes party to the contractual provisions of the instrument. The Microfinance
initially recognizes loans and advances, deposits; and debt securities/ subordinated liabilities issued on the date
that they are originated which is the date that the Microfinance becomes party to the contractual provisions of the
instruments. Investments in equity instruments, bonds, debenture, Government securities, NRB bond or deposit
auction, reverse repos, outright purchase are recognized on trade date at which the Microfinance commits to
purchase/ acquire the financial assets. Regular way purchase and sale of financial assets are recognized on trade
date. All financial instruments are measured initially at their fair value plus transaction costs, except in the case
of financial assets and financial liabilities recorded at fair value through profit or loss.

3.3.2 Classification

i. Financial Assets

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

1. Financial assets measured at amortized cost

The Microfinance classifies a financial asset measured at amortized cost which gives rise to contractual cash
flows on specified dates that are solely payments of principal and interest on 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

The microfinance classifies financial assets that are held for trading purpose as fair value through profit or loss
(FVTPL). Upon initial recognition, transaction costs are directly attributable to the acquisition are recognized
in profit or loss as incurred. Such assets are subsequently measured at fair value and changes in fair value are
recognized in Statement of Profit or Loss. Dividends on these investments in equity instructions are recognized
in Statement of Profit or Loss. When the Microfinance's right to receive the dividends is established, it is
probable that the economic benefits associated with the dividend will flow to the entity, the dividend does not
represent a recovery of part of cost of the investment and the amount of dividend can be measured reliably.
Dividends recognized in Statement of Profit and Loss are included in the 'Other income' line item.

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 Microfinance
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.
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Upon initial recognition, transaction costs are directly attributable to the acquisition are recognized in profit or
loss as incurred.

ii. Financial Liabilities

The Microfinance 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 costs are 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.

3.3.3 De-recognition

i. De-recognition of financial assets

The Microfinance de-recognizes a financial asset when the contractual rights to the cash flows from the financial
asset expire, or when it transfers the financial asset in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred or in which the Microfinance neither transfers nor
retains substantially all the risks and rewards of ownership and it does not retain control of the financial asset.

Any interest in such transferred financial assets that qualify for de-recognition that is created or retained by the
Microfinance is recognized as a separate asset or liability. On de-recognition of a financial asset, the difference
between the carrying amount of the asset, and the sum of (i) the consideration received and (ii) any cumulative
gain or loss that had been recognized is recognized in Statement of Profit or Loss.

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

ii. De-recognition of financial liabilities

The Microfinance derecognizes financial liability 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 derecognition of the original liability and the recognition of a new liability. The
difference between the carrying value of the original financial liability and the consideration paid is recognized
in Statement of Profit or Loss.

3.3.4 Determination of fair value

The microfinance uses data from quoted market if available for determining fair value. If not, microfinance uses
valuation techniques that maximizes the use of relevant observable inputs and minimize the use of unobservable
inputs.
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3.3.5 Impairment

At each reporting date, the Microfinance assesses whether there is objective evidence that a financial asset or
group of financial assets not carried at fair value through profit or loss are impaired. A financial asset or a group
of financial 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.

1@

l

Impairment of financial assets measured at amortized cost

The Microfinance considers evidence of impairment for loans and advances and investment securities measured
at amortized cost at both specific asset and collective level. The Microfinance first assesses individually whether
objective evidence of impairment exists for financial assets that are individually significant and that are not
individually significant are assessed collectively by historical trends of the probability of default, the timing of
recoveries and the amount of loss incurred. Default rates, loss rates and the expected timing of future recoveries
are regularly benchmarked against actual outcomes to ensure that they remain appropriate.

However, as per carve out on NAS 39 Para 58, the Bank has assessed and measured impairment loss on loan
and advances as the higher of amount derived as per norms prescribed by Nepal Rastra Bank for loan loss
provision and amount determined as per paragraph 63 of NAS 39.

Loans together with the associated allowance are written off when there is no realistic prospect of future
recovery and all collateral has been realized or has been transferred to the Microfinance. If in a subsequent
year, the amount of the estimated impairment loss increases or decreases because of an event occurring after the
impairment was recognized, the previously recognized impairment loss is increased or reduced by adjusting the
allowance account. If a write off is later recovered, the recovery is recognized in the ‘Non-Operating Income’.

Impairment of investment in equity instrument classified as fair value through other comprehensive income

Objective evidence of impairment of investment in an equity instrument is a significant or prolonged decline
in its fair value below its cost. Impairment losses are recognized by reclassifying the losses accumulated in the
fair value reserve in equity to profit or loss. The cumulative loss that is reclassified from equity to profit or loss
is the difference between the acquisition cost, net of any principal repayment and the current fair value, less any
impairment loss recognized previously in profit or loss.

Impairment of non-financial assets

The Microfinance assesses at each reporting date whether there is an indication that an asset may be impaired.
If any indication exists, or when annual impairment testing for an asset is required, the Microfinance estimates
the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s fair value of the Cash
Generating Unit’s (CGU) less costs to sell and its value in use. Where the carrying amount of an asset or CGU
exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

3.4 Trading Assets

Trading assets are those assets that are acquired principally for the purpose of selling in the near term, or held
as part of a portfolio that is managed together for short-term profit. It includes non-derivative financials assets
such as government bonds, NRB bonds, domestic corporate bonds, treasury bills, equities etc. held primarily
for the trading purpose. If a trading asset is a debt instrument, it is subject to the same accounting policy applied
to financial assets measured at amortized cost. If a trading asset is an equity instrument, it is subject to the same
accounting policy applied to financial assets measured at Fair Value through Profit or Loss.
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3.5 Property and Equipment

Recognition and Measurement

The Microfinance recognizes property and equipment if the expenditure incurred generate future economic
benefits to the microfinance. The cost includes expenditures that are directly attributable to the acquisition of
the assets. Any subsequent expenditure that generates the future economic benefit or enhances the useful life
of the existing property and equipment are capitalized. Ongoing repairs and maintenance to keep assets in
working condition are expenses as incurred.

On revaluation of an asset, any increase in the carrying amount is recognized on 'Other comprehensive income'
and accumulated in equity, under revaluation reserve or used to reverse a previous revaluation decrease relating
to the same asset, which was charged to the Statement of Profit or Loss. In this circumstance, the increase is
recognized as income to the extent of previous write down. Any decrease in the carrying amount is recognized
as an expense in the Statement of Profit or Loss or debited to the Other Comprehensive income to the extent of
any credit balance existing in the capital reserve in respect of that asset.

The decrease recognized in other comprehensive income reduces the amount accumulated in equity under
revaluation reserves. Any balance remaining in the revaluation reserve in respect of an asset is transferred
directly to retained earnings on retirement or disposal of the asset.

Depreciation

Property and equipment were depreciated on Straight line method over estimated useful lives as determined
by the Management. Depreciation is recognized in profit or loss. Charging of depreciation is ceased from the
earlier of the date from which the asset is classified as held for sale or is derecognized.

The estimated useful lives of significant items of property and equipment for current year and comparative
periods are as follows:

Class of Assets Useful Life
Wooden Furniture and Fixtures 4 years
Office Vehicles — Bike and Scooter 4 years
Office Vehicle-Car 7 years
Computer (including Printer) 4 years
Other Equipment 4 years
Leasehold Improvements 5 years (f.y.)

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each statement of
financial position date. The value of the assets fully depreciated but continued to be in use is considered not
material.

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

De-recognition

The carrying amount of an item of property and equipment is de-recognized on disposal or when no future
economic benefits are expected from its use. The gain or loss arising from de-recognition of an item of property
and equipment is included in the Statement of Profit or Loss when the item is de-recognized.
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3.6 Goodwill Intangible assets

Recognition

The Microfinance recognizes intangible asset if it is probable that the future economic benefits that are
attributable to the asset will flow to the entity and the cost of asset can be measured reliably. An intangible asset
is initially measured at cost.

Computer Software & Licenses

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortization and accumulated impairment losses.

Intangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash
generating unit level. If indefinite life assessment continues does not continue to be supportable, the change in
the useful life assessment from indefinite to finite is made on a prospective basis.

The intangible assets with finite useful lives are amortized over the useful economic life and Gains or losses
arising from de-recognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognized in the Statement of Profit or Loss when the
asset is de-recognized.

The estimated useful lives of significant items of intangible assets for current year and comparative periods are
as follows:

Class of Assets Useful Life Rate of Depreciation
Computer software 5 years (fy.) 20%

3.7 Investment Property

Investment property is the land or building or both held either for rental income or for capital appreciation or for
both, but not for sale in ordinary course of business and owner-occupied property other than those classified as
property and equipment under NAS 16 — “Property, Plant and Equipment”; and assets classified as non-current
assets held for sale under NFRS 5 — “Non-Current Assets Held for Sale and Discontinued Operations”. Land
and Building acquired as non-banking assets are recognized as investment property.

Investment properties are initially measured at cost, including transaction costs. Subsequently all investment
properties are reported at fair value with any gains or losses in fair value reported in the statement of profit
and loss as they arise. No depreciation is charged in investment property as they are not intended for the
owner-occupied use.

3.8 Income Tax

The Microfinance is subject to tax laws of Nepal. Income taxes have been calculated as per the provisions of
the Income Tax Act, 2058.

Income Tax expense comprises current tax and deferred tax. Current tax and deferred tax are recognized in
profit or loss except to the extent they relate to the items recognized directly in equity or in other comprehensive
income.

Current Tax

Current tax is the tax payable or receivable on the taxable income or loss for the year using tax rates that are enacted
or substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
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Current income tax assets and liabilities for the current period are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted by the reporting date in the countries where the company
operates and generates taxable income. Current income tax assets and liabilities also include adjustments for
tax expected to be payable or recoverable in respect of previous periods.

Deferred Tax

The Microfinance recognizes to the extent where future taxable profits will be available against which it can be
utilized in respect of temporary differences between the carrying amount and tax base of assets and liabilities;
and carry forward of unused tax losses. Deferred tax is measured at the tax rate that is expected to be applied to
temporary differences when they reverse, using tax rate enacted or substantially enacted at the reporting date.

3.9 Deposits, Debt Securities Issued and Subordinated Liabilities

Deposits comprises of deposit amount held of the customers and other Banks and Financial Institutions.
Deposits are classified as financial liabilities measured at amortized cost.

Debt securities issued are financial liabilities other than measured at fair value though profit or loss and are
measured at amortized cost using effective interest method.

Subordinated Liabilities are also measured at amortized cost using effective interest method.

The Microfinance doesn’t hold deposits, debt securities and subordinated liabilities.

3.10 Provisions

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

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, considering the risks and uncertainties surrounding the obligation.
When a provision is measured using the cash flows estimated to settle the present obligation, it 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 and contingent assets is made in notes to account of the financial statement.

Provisions for onerous contracts are recognized when the expected benefits to be derived by the Microfinance
from a contract are lower than the unavoidable costs of meeting the future obligations under the contract.

3.11 Revenue Recognition

Revenue comprises of interest income, fees and commission, disposal income, etc. Revenue is recognized to
the extent it is probable that the economic benefits will flow to the Microfinance and the revenue can be reliably
measured. Revenue is not recognized during the period in which its recoverability of income is not probable.
The bases of incomes recognition are as below:

Interest income

Interest income is recognized in profit or loss using effective interest method. The transactions cost and fees
and points that are not material have been recognized directly in Statement of Profit or Loss and not considered
in the calculation of effective interest rate. The transaction costs include incremental costs that are directly
attributable to the acquisition or issue of financial assets.
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The accrued interest income has been transferred to regulatory reserve after making deduction for employee

l

bonus and income taxes. For the interest income from loas and advances to microfinance and co-operatives
and borrowings, carve out provided by ICAN has been applied and loan management fees has been charged to
Statement of Profit and Loss.

Fees and Commission

Fees and commission income that are integral to the effective interest rate on a financial asset are included
in measurement of effective interest rate. Other fees and commission income including management fee,
prepayment Charge, penal Charges etc.

Dividend Income

Dividend on investment in resident company is recognized when the right to receive payment is established.
Dividend incomes are presented in other operating Income.

Net Trading Income

Trading income/loss is recognized for all realized interest, dividend and foreign exchange differences including
any unrealized changes in fair value of trading assets and liabilities. The trading income and loss are netted off
and disclosed separately in Statement of Profit or Loss.

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

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

3.12 Interest Expense

Interest expense including all other fees and service charge on all financial liabilities are recognized in profit or
loss. The interest expenses so recognized closely approximate the interest expenses that would have been derived
under effective interest rate method. The difference is not considered material. The Microfinance considers the
cost of exact calculation of effective interest rate method exceeds the benefit that would be derived from such
compliance.

3.13 Employee Benefits

Short Term Employee Benefits

Microfinance recognizes benefits that are provided to employee on current financial year and are expected to
be provided within 12 months of end of financial year for the services rendered in the current financial year.

Post-Employment Benefit Plan

Post-employment benefit plan includes followings:

a. Defined Contribution Plan

Microfinance recognizes post-employment benefit plan of the employees as defined contribution plan where
entity pays a fixed contribution to a separate entity and has no legal or constructive obligation to pay future
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amount. The following are the defined contribution plan provided by the Microfinance to its employees:

® Employees Provident Fund

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

b. Defined Benefit Plan

Following are the defined benefit plans provided by the Microfinance to its employees where constructive
obligation to pay future amount lies with the microfinance:

® Gratuity

For defined benefit plans, the liability to be recognized in the Statement of Financial Position is the present
value of the defined benefit obligation less the fair value of plan assets. The Microfinance accounts for the
liability for the gratuity as per actuarial Valuation has been presented.

Likewise, the company has contributed @ 8.33% of the basic salary as per the provisions of Labor Act, 2074
for the staffs appointed after the commencement of the act and gratuity as per the existing bylaws has been
provided to the existing employees as at the date of new Labor Act, 2074.

Other Long-Term Employee Benefits

Other long-term employee benefits include benefits that are not expected to be settled wholly before twelve
months after end of the fiscal year in which employees render the related service.

Long Service Leave Benefit

The employees of the Microfinance are entitled to carry forward a part of their unavailed/ unutilized leave
subject to a maximum limit. The employees can encashed unavailed/ unutilized leave partially in terms
of Employee Service Bye laws of the Microfinance. The Microfinance accounts for the liability for entire
accumulated outstanding leave balance as per actuarial valuation has been presented.

The Microfinance has taken actuarial valuation for Defined Benefit Obligation and accumulated leave
retrospectively and adjustment has been done accordingly in Financial Statement.

3.14 Staff-loans

The Microfinance provides staff loan to its staffs as per the provisions of its employee’s bylaws. The staff loans
are shown at fair value in the financial statements considering the 12% market interest rate.

3.15 Leases

The Microfinance has applied NFRS 16 Leases electing the exception not to recognize right-of-use assets and
lease liabilities for short term leases (that have a lease term of 12 months or less) and leases of low value assets.
The microfinance recognizes lease payments associated with these leases as an expense on a straight-line basis
over the lease term. The lease entered by Microfinance falls under the category of short-term lease and lease of
low value assets accordingly and exemption has been taken.
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3.16 Share Capital and Reserves

l

Share Capital

The Microfinance classifies the capital instruments as equity instruments or financial liabilities in accordance
with the substance with the contractual terms of the instruments. Equity is defined as residual interest in total
assets of an entity after deducting all its liabilities. Common shares are classified as equity of the Microfinance
and distributions thereon are presented in statement of changes in equity.

Incremental costs directly attributable to issue of an equity instruments are deducted from the initial measurement
of the equity instruments.

The reserves include regulatory and other reserves excluding retained earnings.

3.17 Earnings per share including diluted

Basic earnings per share is computed by dividing the profit/ (loss) for the year by the weighted average number
of equities shares outstanding during the year. Any instrument issued by microfinance that are expected to
result in dilution of earning per share due to conversion into equity instruments in future period are taken into
consideration at current fiscal year and dilutes earning per share is calculated by including such potential equity
shares.

There are no instruments, such as convertibles, that would require dilution of EPS.

3.18 Segment Reporting

The Microfinance is organized for management and reporting purposes into segments such as: ‘D’ class
Microfinance and Co-operative. The products offered to these client segments are summarized under ‘Income by
product’ below. The focus is on broadening and deepening the relationship with clients, rather than maximizing
a particular product line.

Segment Description: Microfinance has disclosed its operations under the following segments:

Segment Activity Definition

‘D’ class Microfinance ‘D’ Class Microfinance makes loans and advance to such microfinance who has
obtained license from Nepal Rastra Bank as ‘D’ Class Microfinance Institutions
and those 'D’ class microfinance institutions further make loans and advances to
deprived people.

Co-operative Co-operative makes loans and advances to such Community based co-operative
which has been registered at division co-operative office and operated as per
co-operative act. Further Co-operatives makes loans and advances to deprived
local community.
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4. Explanatory Notes:

Note No. 4.1
Cash and Cash equivalent

RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Cash and cash equivalent comprise the total amount of cash-in-hand, balances with other financial institutions,
money at call and short notice, treasury bills having original maturity of less than three months and cash in

transit is presented below:

Particulars As at 32 As at 31
Ashadh 2079 Ashadh 2078
Cash in hand - -
Balance with B/FIs 202,703,053 466,758,118
Money at call and short notice - -
Other - -
Total 202,703,053 466,758,118
Note No. 4.2

Statutory Balances and Due from Nepal Rastra Bank

Balances held with Nepal Rastra Financial Institution including balance for compulsory cash reserve is presented

as follows:
Particulars As at 32™ As at 31
Ashadh 2079 Ashadh 2078
Statutory Balances with NRB - -
Statutory Balances with BFIS 26,108,454 18,025,998
Securities Purchased under re-sale agreement - -
Other deposit and receivable from NRB - -
Total 26,108,454 18,025,998

Note No. 4.3
Placement with Bank and Financial Institutions

Placement with domestic as well as foreign Financial Institution and financial institutions with original

maturities of more than three months from the acquisition date are presented as follows:

Particulars

As at 32
Ashadh 2079

As at 31
Ashadh 2078

Placements with domestic B/FIs
Less: Allowances for Impairment

Total
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Note No. 4.4
Deferred Tax Liabilities

As at 32 As at 31
Ashadh 2079 Ashadh 2078

Held for trading - -
Interest rate swap - -

Particulars

Currency swap - -

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

Interest rate swap - -

Currency swap - -

Forward exchange contract - -
Others - -
Total - -

Note No. 4.5
Other Trading Assets

As at 32 As at 31%
Ashadh 2079 Ashadh 2078

Treasury Bills - -

Particulars

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

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

Note No. 4.6

Loans and advances to MFIs & Cooperatives

Loan and advances given to microfinance financial institutions and cooperatives as deprived sector lending is
presented under this head after providing required impairment allowances.

Particulars As at 32 As at 31
Ashadh 2079 Ashadh 2078

Loans to microfinance institutions 3,046,334,772 1,002,730,555
Loans To FlIs - -
Loans To Cooperative 2,485,737,864 2,550,106,428
Less: Allowances for Impairment (130,316,688) (58,428,880)
other - -
Less: Allowances for Impairment - -
Total 5,401,755,948 3,494,408,103
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Note No. 4.6.1

Allowances for Impairment
Particulars As at 32 As at 31

Ashadh 2079 Ashadh 2078

Balance at Shrawan 01 58,428,880 43,363,032
Impairment loss for the year: - -
Charge for the year 84,359,719 35,106,840
Recoveries/reversal (12,471,911) (20,040,991)
Amount written off - -
Balance at Ashadh end 130,316,688 58,428,880

Note No. 4.7

Loans and advances to customers

Sum of the outstanding amount of all loans and advances extended to the customers and amortized cost of staff
loans; less the amount of impairment allowances is presented under this head.

Particulars As at 32™ As at 31*
Ashadh 2079 Ashadh 2078
Loan and Advances measured at amortized cost 8,306,871 4,708,634
Less: Impairment allowances - -
Collective Allowances - -
Individual Allowances - -
Net amount 8,306,871 4,708,634
Loans and advances measured at FVTPL - -
Total 8,306,871 4,708,634
Note No. 4.7.1
Analysis of Loans and advances- By Product
Particulars As at 32 As at 31
Ashadh 2079 Ashadh 2078
Product
Term Loans - -
Short term loan - -
Loan term loan - -
Hire purchase loans - -
Personal residential loans - -
Staff Loans 8,306,871 4,708,634
Others - -
Sub Total 8,306,871 4,708,634
Interest receivable - -
Grand Total 8,306,871 4,708,634
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Note No. 4.7.2
Analysis of Loans and advances- By Collateral

Particulars

As at 32
Ashadh 2079

As at 31%
Ashadh 2078

Secured

Immovable assets

Government Guarantee

Guarantee of domestic BFIs

Collateral of Fixed Deposit Receipt

Group Guarantee

Personal Guarantee

Other collateral

Subtotal

Unsecured

8,306,871

4,708,634

Grand Total

8,306,871

4,708,634

Note No. 4.7.3
Allowances for Impairment

Particulars

As at 32
Ashadh 2079

As at 31
Ashadh 2078

Specific Allowances for impairment
Balance at Shrawan 1

Impairment loss for the year

Charge for the year

Recoveries/reversal during the year

Write-offs

Other Movement

Balance at Ashadh end

Collective allowance for Impairment

Balance at Shrawan 1

Impairment loss for the year

Charge/(reversal) for the year

Other movement

Balance at Ashadh end

Total Allowance for impairment

Note No. 4.8
Investment Securities

Investment made in equity instruments, debentures, bonds, fixed deposit by the microfinance is presented under this head:

Particulars As at 32 As at 31
Ashadh 2079 Ashadh 2078
Investment securities measured at amortized cost - -
Investment Securities measured at FVTOCI 2,000,000 2,000,000
Total 2,000,000 2,000,000
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Note No. 4.8.1
Investment securities measured at amortized cost

Particulars

As at 31
Ashadh 2078

As at 32md
Ashadh 2079

Debt securities

Government bonds

Government treasury bills

Nepal Rastra Bank bonds

Nepal Rastra Bank deposits instruments

Other

Less: specific allowances for impairment

Total

Note No. 4.8.2

Investment in equity measured at fair value through other comprehensive income

Particulars

As at 31
Ashadh 2078

As at 32
Ashadh 2079

Equity instrument

Quoted equity instrument

Unquoted equity instrument

2,000,000 2,000,000

Total

2,000,000 2,000,000

Note No. 4.8.3
Information relating to investment in equities

Particulars

Cost Fair Value Cost Fair Value

Investment in Quoted equity

e Ltd.

.. Shares of Rs. .............

Investment in Unquoted equity

Nepal Finsoft Company Limited

20,000 Share of Rs 100 Each

2,000,000 | 2,000,000 | 2,000,000 2,000,000

Total

2,000,000 | 2,000,000 2,000,000 2,000,000
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Note No. 4.9

Current tax assets

Advance tax deposited by the Financial Institution less tax liabilities are presented under this head. Liabilities
recognized for the purpose of current income tax, including fees, penalties are presented under this head.

Particulars As at 32 As at 31
Ashadh 2079 Ashadh 2078
Current tax assets
Current year income tax assets 61,470,300 44.901,474
Tax assets of prior periods - -
Total 61,470,300 44,901,474
Current tax Liabilities
Current year income tax liabilities 45,181,368 39,431,174
Tax Liabilities of prior periods - -
Total 45,181,368 39,431,174
Total 16,288,932 5,470,300
Note No. 4.10

Investment Properties
Land or land and building other than those specified as property and equipment has been presented under this
account head. This shall include land, land and building acquired as for the purpose of capital appreciation or
leasing to others.
The Microfinance has no investment properties as on Ashadh end, 2079.

As at 32™ As at 31
Ashadh 2079 Ashadh 2078

Balance As on Shrawan 01 - -

Particulars

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 01 - -

Addition/disposal during the year - -
Adjustment/Transfer - -
Accumulated Depreciation - -
Accumulated Impairment loss - -
Net Amount - -
Total - -
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Note No. 4.12
Goodwill and Intangible Assets

“=!¢ RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

The Microfinance doesn't have any goodwill.
Details of intangible assets are presented as follows:

Particulars

Good
will

Software

Purchased

Developed

Other

Total

As on
Ashadh
2079

As on

Ashadh

2078

As on
Ashadh
2077

Cost

Balance as on 1° Shrawan 2077

339,000

339,000

Impairment for the year

Addition during the Year

Acquisition

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on 315t Ashadh 2078

339,000

339,000

Addition during the Year

56,500

Acquisition

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on 32" Ashadh 2079

395,500

395,500

Amortization and Impairment

As on shrawan 1, 2077

271,200

271,200

Amortization charge for the Year

67,800

Impairment for the year

Disposals

Adjustment

As on Ashadh end 2078

339,000

339,000

Amortization charge for the Year

11,300

11,300

Impairment for the year

Disposals

Adjustment

As on Ashadh end 2079

350,300

350,300

Capital Work in Progress

Net Book Value

As on Ashadh end 2077

67,800

As on Ashadh end 2078

As on Ashadh end 2079

45,200

45,200

¥ & | ofdl aIffas Ufddeal-Q0eT/ 00k
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.7 RSDC LAGHUBITTA BITTIYA SANSTHA LTD.
Note No. 4.13
Deferred Tax Current Year
Particulars Deferred Tax | Deferred Tax Net Deferred Tax
Assets Liabilities (Assets) / Liabilities
Deferred Tax on Temporary differences on following items
Loans and Advances to B/FIs - - -
Loans and Advances to customers - - -
Investment Properties - - -
Investment Securities - - -
Property and equipment 172,506 - (172,500)
Employees' defined benefit plan 1,567,306 - (1,567,306)
Lease liabilities - - -
Provisions - - -
Other temporary differences - - -
Deferred Tax on Temporary differences 1,739,811 - (1,739,811)
Deferred Tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rate - - -
Net Deferred tax (asset)/liabilities as on year end of 2078/79 - - (1,739,811)
Deferred tax(asset)/liabilities as on Shrawan 1, 2078 - - (1,604,199)
Origination/ (Reversal) during the year - - (135,613)
Deferred tax expense/(income) recognised in profit or loss - - (354,961)
Deferred tax expense/(income) recognised in other comprehensive income - - 219,348
Deferred tax expense/(income) recognised directly in equity - - -
Previous Year
Particulars Deferred Tax | Deferred Tax Net Deferred Tax
Assets Liabilities (Assets) / Liabilities
Deferred Tax on Temporary differences on following items - - -
Loans and Advances to B/FIs - - -
Loans and Advances to customers - - -
Investment Properties - - -
Investment Securities - - -
Property and equipment 90,758 - (90,758)
Employees' defined benefit plan 1,513,441 - (1,513,441)
Lease liabilities - - -
Provisions - - -
Other temporary differences - - -
Deferred Tax on Temporary differences 1,604,199 - (1,604,199)
Deferred Tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rate - - -
Net Deferred tax (asset)/liabilities as on year end of 2077/78 (1,096,321)
Deferred tax(asset)/liabilities as on Shrawan 1, 2077 - - (1,073,619)
Origination/(Reversal) during the year - - (530,579)
Deferred tax expense/(income) recognised in profit or loss - - (486,879)
Deferred tax expense/(income) recognised in other comprehensive income - - (43,701)

Deferred tax expense/(income) recognised directly in equity
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RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Note No. 4.14

Other Assets

Other Assets includes those assets which are not classified separately in the financial statements. Accrued

income, pre payments, security deposits, account receivables and prepaid employee benefit balance are classified

as other assets. Prepaid employee benefits are the benefits which arises as a result of lower interest rate on the

staff loans. These benefits are amortized over the term of the staff loan availed by the employees.

Particulars

As at 32™
Ashadh 2079

As at 31
Ashadh 2078

Assets held for sale

Other Non-Banking Assets

Bills Receivable

Accounts receivable

Accrued income

351,888

Prepayments and deposits

111,116

Income tax deposit

Deferred Employee Expenditure

220,536

Other

1,625,535

1,134,931

Inter Branch Account

Stationery Stock

29,118

4,743

Gold Bullion in Vault

Government Transaction Receivable

DD Paid without Schedule

Other (Sundry Debtor, Security Deposit & Gratuity)

1,596,417

1,130,188

Total

2,309,075

1,226,557

Note No. 4.15
Due to Bank and financial institution

Particulars

As at 32m
Ashadh 2079

As at 31 Ashadh
2078

Borrowing From BFIS

Settlement and clearing accounts

Other

Total

Note No. 4.16
Due to Nepal Rastra Bank

Particulars

As at 32" Asar 2079

As at 315t Asar 2078

Refinance from NRB

Standing liquidity facility

Lender of last report facilty from NRB

Securities sold under repurchase agreement

Other payable to NRB

Total
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Note No. 4.17

Derivative financial instruments
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~..7 RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Derivatives are financial instruments that derive their value in response to changes in interest rates, financial
instrument prices, commodity prices, foreign exchange rates, credit risk, indices etc.
The Microfinance has not not entered in derivative instrument transaction for the FY 78.79.

Particulars

As at 32" Ashadh As at 31°t Ashadh

2079

2078

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

Note No. 4.18
Deposits from Customers

Particulars

As at 32" Ashadh As at 31°t Ashadh

2079

2078

Institutions Customers:

Term deposits

Call Deposits

Other

Individual Customers:

Term deposits

Saving Deposits

Other

Total
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RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Note No. 4.19
Borrowing
The amount of borrowing made by Microfinance from Nepal Government and other BFIs are presented under
this head:
Particulars As at 32" As at 31
Ashadh 2079 Ashadh 2078
Domestic Borrowing:
Nepal Government 25,000,000 -

Other Licensed Institution

4,622,172,943

3,074,697,040

Other

Sub total

4,647,172,943

3,074,697,040

Foreign Borrowing:

Foreign Bank and Financial Institutions

Multilateral Development Bank

Other institutions

Sub total

Total

4,647,172,943

3,074,697,040

Note No. 4.20
Provisions

The Microfinance does not have any pending litigations and no others past events that give rise to the conditions

for booking of provisions as on reporting date

Particulars

As at 32
Ashadh 2079

As at 31%
Ashadh 2078

Provisions for redundancy

Provision for restructuring

Pending legal issues and tax litigation

Onerous contract

Other

Total

Note No. 4.20.1
Movement in provision

Particulars

As at 32
Ashadh 2079

As at 31%t
Ashadh 2078

Balance at Shrawan 1st

Provisions made during the year

Provisions used during the year

Provisions reversed during the year

Unwind of discount

Balance at Ashadh End
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RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Note No. 4.21
Other liabilities
The details of other liabilities are as follows:
Particulars As at 32™ As at 31%
Ashadh 2079 Ashadh 2078
Liability for employees defined benefit obligations 1,918,609 2,128,629
Liability for long-service leave 1,429,799 1,723,808
Short-term employee benefits - -
Bills payable - -
Creditors and Accruals 2,378,684 1,217,964
Interest Payable on Deposit - -
Interest payable on borrowing 9,296,560 1,585,396
Liabilities on deferred grant income - -
Unpaid Dividend - -
Liabilities under finance lease - -
Employee bonus payable 16,715,741 14,461,353
Other 2,416,509 1,577,952
Total 34,155,902 22,695,103
Note No. 4.21.1
Defined benefit obligation
The amounts recognized in the Statement of Financial Position are as follows:
Particulars As at 32 As at 31%
Ashadh 2079 Ashadh 2078
Present value of funded obligations 1,918,609 2,128,629
Total present value of obligations 1,918,609 2,128,629
Fair value of plan assets 1,482,907 1,181,008
Present value of net obligations - -
Recognized liability for defined benefit obligation 435,702 947,621
Note No. 4.21.2
Plan Assets
Plan assets comprise:
Particulars As at 32 As at 31%
Ashadh 2079 Ashadh 2078
Equity securities - -
Government bonds - -
Bank deposits 1,482,907 1,181,008
Other - -
Total 1,482,907 1,181,008

Actual return on plan assets
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Note No. 4.21.3

Movement in the present value of defined benefit obligations

Particulars As at 32" Ashadh 2079 As at 31* Ashadh 2078

Defined benefit obligation at Shrawan 1st 2,128,629 1,641,594
Actuarial losses (731,160) 145,669
Benefit paid by the plan - (105,398)
Current service cost and interest 521,140 446,764
Defined benefit obligation at Ashad end 1,918,609 2,128,629

Note No. 4.21.4
Movement in the fair value of plan assets

Particulars As at 32" Ashadh 2079 As at 31°* Ashadh 2078
Fair value of plan assets at Shrawan 1st 1,181,008 991,350
Contributions paid into the plan 301,899 295 056
Benefit paid during the year - (105,398)
Actuarial (losses) gains - -
Expected return on plan assets - -
Fair value of plan assets at Ashad end 1,482,907 1,181,008
Note No. 4.21.5
Amount recognized in profit or loss
Particulars As at 32" Ashadh 2079 As at 31* Ashadh 2078
Current service cost 335,076 303,550
Interest on obligation 186,064 143,214
Expected return on plan assets - -
Total 521,140 446,764
Note No. 4.21.6
Amount recognized in other comprehensive income
Particulars As at 32" Ashadh 2079 As at 31° Ashadh 2078
Acturial (gain)/loss (731,160) 145,669
Total (731,160) 145,669

Note No. 4.21.7
Actuarial assumptions

Particulars As at 32" Ashadh 2079 | As at 31%* Ashadh 2078
Discount rate 11% 9%
Expected return on plan assets - -
Future salary increases 5% 5%
Withdrawal rate 1% 1%
Total
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Note No. 4.22
Debt securities issued

The Microfinance has not issued any kinds of debt securities at the end of reporting date.

éj%; RS ergfda fadiar iven for.
RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Particulars

As at 32
Ashadh 2079

As at 31%
Ashadh 2078

Debt securities issued designated at fair value through profit or loss

Debt securities issued at amortized cost

Total

Note 4.23
Subordinated liabilities

The Financial Institution does not have any subordinated liabilities as on reporting date.

Particulars

As at 32™
Ashadh 2079

As at 31%
Ashadh 2078

Redeemable preference shares

Irredeemable cumulative preference shares

Other

Total

Note No. 4.24
Share Capital

The amount of share capital includes paid up equity share capital.

Particulars

As at 32
Ashadh 2079

As at 31%
Ashadh 2078

Ordinary shares

805,155,741

731,959,765

Convertible preference share (Equity component only)

Irredeemable preference share (Equity component only)

Perpetual debt (Equity component only)

Total

805,155,741

731,959,765

Note No, 4.24.1
Ordinary Shares

Particulars

As at 32
Ashadh 2079

As at 31%
Ashadh 2078

Authorized capital:

10000000 ordinary shares of Rs. 100 each

1,000,000,000

1,000,000,000

(Previous Year 10000000 Ordinary Shares of Rs. 100 each)

Issued capital:

(8051557.41 ordinary share of Rs. 100 each) 805,155,741 731,959,765
Subscribed and paid of capital:

(8051557.41 ordinary share of Rs. 100 each) 805,155,741 731,959,765
Total 805,155,741 731,959,765
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“=!¢ RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Note 4.24.2
Ordinary Share Ownership
. As at 32" Ashadh 2079 As at 31 Ashadh 2078
Particulars
Percent Amount Percent Amount
Domestic ownership (Promoter)
Nepal Government 0.00% - 0.00% -
"A" class licensed institution 12.00% 96,618,689 12.00% 87,835,100
Other licensed institutions 0.00% - 0.00% -
Other institutions 12.14% 97,708,219 12.14% 88,825,600
Other 35.86% 288,766,537 35.86% 262,498,400
Domestic ownership (Public)
Nepal Government 0.00% - 0.00% -
"A" class licensed institution 0.01% 70,050 0.00% 300
Other licensed institutions 0.05% 391,970 0.02% 156,100
Other institutions 1.15% 9,281,968 1.37% 10,048,800
Other 38.79% 312,318,308 38.61% 282,595,465
Foreign ownership Promoter 0.00% - 0.00% -
Foreign ownership Public 0.00% - 0.00% -
Total 100.00% 805,155,741 100.00% 731,959,765
Details of Shareholders holding 0.5% or As at 32" Asat 317
more of share capital Ashadh 2079 Ashadh 2078
% of holding % of holding
Grameen Swablamban Bikash Kendra 12.14% 12.14%
Bank of Kathmandu Ltd. 12.00% 12.00%
Sumit Kumar Agarwal 11.70% 11.70%
Manahari Basyal 1.30% 1.30%
Birendra Kumar Shah 0.87% 0.87%
Bal Krishna Paudel 0.60% 0.60%
Bipin Aryal 0.55% 0.55%
Ananta Kumar Paudel 0.90% -
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Note No. 4.25
Reserves

Following reserves are maintained by the Microfinance.

RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Particulars

As at 32
Ashadh 2079

As at 31
Ashadh 2078

Statutory General Reserve

83,819,712

62,696,660

Capital Reserve

Exchange equalization reserve

Investment adjustment reserve

Corporate social responsibility reserve

1,743,809

1,142,088

Client Protection Fund

2,478,888

2,614,057

Capital redemption reserve

Regulatory reserve

2,162,386

1,422,781

Assets revaluation reserve

Fair value reserve

Dividend equalization reserve

Actuarial gain

(45,327)

(557,139)

Special reserve™

Other reserve

Capital Adjustment Fund

Contingent Reserve

Corporate development fund

Employee training fund

177,401

21,585

Deferred Tax Reserved

1,739,812

1,604,200

Total

92,076,683

68,944,230

Note No. 4.26
Contingent Liabilities and Commitment

The Microfinance does not have any contingent liability as on the date of reporting.

Particulars

As at 32
Ashadh 2079

As at 31%
Ashadh 2078

Contingent Liabilities

Undrawn and undisbursed facilities

20,000,000

Capital commitment

Lease commitment

Litigation

Total

20,000,000
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Note No. 4.26.1
Capital commitments

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

statements

Particulars

As at 32m
Ashadh 2079

As at 31
Ashadh 2078

Capital commitments in relation to Property and Equipment

Approved and contracted for

Approved but not contracted for

Sub Total

Capital commitments in relation to Intangible assets

Approved and contracted for

Approved but not contracted for

Sub Total

Total

Note No. 4.26.2
Lease Commitments

Deferred Tax Liabilities

As at 32
Ashadh 2079

As at 31%
Ashadh 2078

Operating lease commitments

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

Not later than 1 year

Later than 1 year but not later than 5 years

Later than 5 years

Sub Total

Finance lease commitments

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

Not later than 1 year

Later than 1 year but not later than 5 years

Later than 5 years

Sub Total

Grand Total

Note No. 4.26.3
Litigation

Particulars

As at 32
Ashadh 2079

As at 31%
Ashadh 2078

as per their own case of each bank.

Explanatory paragraphs are required for litigation contingent liabilities | -

Total
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Note No. 4.27
Interest income

RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Interest income include interest income on loan and advance, investment securities except on those investment
securities measure at fair value through profit or loss, cash and cash equivalent, loan and advances to staff etc.

Details presented as follows.

Particulars As at 32" Ashadh 2079 | As at 31° Ashadh 2078
Cash and cash equivalents - -
Due from Nepal Rastra Bank - -
Placement with Banks and Financial Institutions 5,531,201 37,849,281
Loans and Advances to Bank and Financial Institutions 612,513,898 286,704,166
Loans and advances to customers - -
Investment securities - 969,694
Loans and advances to staff 575,716 172,500
Other - -
Total interest income 618,620,814 325,695,641

Note No. 4.28
Interest expense

Interest expenses include interest accrued on deposits collected and borrowing and refinance facilities availed

by the Microfinance. Details presented as follows:

Particulars

As at 32" Ashadh 2079

As at 31° Ashadh 2078

Due to Bank and Financial Institutions

Due to Nepal Rastra Bank

Deposits from customers

Borrowing

379,584,984

162,994,891

Debt securities issued

Subordinated liabilities

Other

Total interest expense

379,584,984

162,994,891

Note No. 4.29
Fees and Commission Income

Fees and commission income includes loan administration fee, service charges, other fees and commission etc

Deferred Tax Liabilities As at 32" Ashadh 2079 | As at 31t Ashadh 2078
Loan Administration fees 30,043,918 21,832,500
Service fees - -
Commitment fees - -
Card Issuance Fees - -
Prepayment and swap fees 46,754 1,284,083
Remittance fees - -
Brokerage fees - -
Other Fees and Commission Income 23,300 233,089
Total Fees and Commission Income 30,113,972 23,349,672
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RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Note No. 4.30
Fees and commission expense

Fees and commission expense include loan administration fees.

Particulars As at 32M As at 31
Ashadh 2079 Ashadh 2078
ATM management fees - -
VISA/Master card fees - -
Guarantee commission - -
Brokerage - -
DD/TT/Swift fees - -
Remittance fees and commission - -
Other Fees and Commission Expense 4,223,500 3,799,389
Total Fees and Commission Expense 4,223,500 3,799,389
Note No. 4.31
Net trading income
The Microfinance does not have trading income during its reporting period.
Particulars As at 32 As at 31%
Ashadh 2079 Ashadh 2078

Changes in fair value of trading assets

Gain/loss on disposal of trading assets

Interest income on trading assets

Dividend income on trading assets

Gain/Loss Foreign Exchange Transaction

Other

Total Net trading income

Note No. 4.32
Other operating income

Other operating income of the financial institution includes the gain from sale of Property and Equipment.

Particulars

As at 32™
Ashadh 2079

As at 31%
Ashadh 2078

Foreign Exchange Revaluation Gain

Gain/loss on sale of investment Securities

Fair value gain/loss on investment property

Dividend on equity instruments

Gain/loss on sale of property and equipment

Gain/loss on sale of investment property

Operating lease income

Gain/loss on sale of gold and silver

Other

Total other operating income
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Note No. 4.33
Impairment charge/(reversal) for loan and other losses

éﬁ“ IR
* RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Net impairment charge or reversal on loans are the movement in collective impairment allowance and specific
impairment allowance from the previous year on the basis of individual assessment of loans and historical loss
experience on loans. The Microfinance has applied the carve out as issued by Institute of Chartered Accountants
of Nepal Note no 5 "Incurred Loss Model to measure the Impairment Loss on Loan and advances" which gives the
direction to charge the impairment amount higher on incurred loss model calculation and as per NRB directives.
Net impairment losses relate to allowance recognized both at individual and portfolio (collective) level.

Impairment charge/(reversal) for loans and other losses comprise of impairment losses and reversal of
impairment on, investments, cash and bank balance measured at amortized cost and the account receivable

balance identified for impairment.

Particulars

As at 32" Ashadh 2079

As at 31%* Ashadh 2078

Impairment charge/(reversal) on loan and advances to B/FIs

71,887,807

15,065,848

Impairment charge/(reversal) on loan and advances to customer

Impairment charge/(reversal) on financial Investment

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

Impairment charge/(reversal) on property and equipment

Impairment charge/(reversal) on goodwill and intangible assets

Impairment charge/(reversal) on investment property

Total impairment charge/(reversal) for loan and other losses

71,887,807

15,065,348

Note No. 4.34
Personnel Expense

The cost of all short-term employee benefits is recognized as an expense during the period in which the employee
renders the related service. Accruals for employee entitlements to salaries, bonus and annual leave represent the
amount which the Microfinance has a present obligation to pay as a result of employees' services provided up to

the reporting date.

Particulars As at 32" Ashadh 2079 As at 31% Ashadh 2078

Salary 7,326,128 6,570,324
Allowances 4,419,323 3,720,341
Gratuity expenses 400,070 446,764
Provident fund 665,477 647,892
Uniform 120,000 -
Training & Development Expense 131,318 111,936
Leave encashment 1,301,892 976,664
Medical 785,439 711,000
Insurance 33,533 36,450
Employees Incentive - -
Cash-settled share-based payments - -
Pension Expense - -
Finance expenses under NFRS - -
Other Expenses Related to Staff 19,600 -
Sub-Total 15,202,780 13,221,372
Employees Bonus 16,715,741 14,461,353
Total personnel expenses 31,918,521 27,682,725
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Note No. 4.35
Other operating expense

Microfinance operates in a competitive environment for making the banking service easily available and
accessible to the public. The Microfinance incurs various expenses in form of lease rent, travelling, security,
fuels and electricity, communication and advertisements and directly related expenses. These expenses are
incurred and accounted on an accrual basis and are charged to income statement unless those expenses form

the capital nature.

Particulars As at 32 As at 31%
Ashadh 2079 Ashadh 2078

Directors' fee 737,500 748,000
Directors' expense 1,357,959 1,014,822
Auditors' remuneration 282,500 226,000
Other audit related expense 99,297 -
Professional and legal expense 113,000 169,145
Office administration expense 4,578,693 4,250,868
Operating lease expense 820,467 750,187
Operating expense of investment properties - -
Corporate Social Responsibility Expense 454,431 775,247
Client Protection Expenses - 50,000
Onerous lease provision - -
Other - 11,066
Total other operating expense 8,443,846 7,995,334
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Note No. 4.35.1
Office administration expense
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Particulars As at 32 As at 31%
Ashadh 2079 Ashadh 2078

Water & Electricity 321,640 118,448
Repair & Maintenance 330,271 202,837
(a) Building - -
(b) Vehicles 260,615 183,707
(c) Computer & Accessories - 9,675
(d) Office Equipment and Furniture 69,656 -
(e) Other - 9,456
Insurance 89,229 93,740
Postage, Telex, telephone & Fax 73,346 60,244
Printing & Stationery 134,937 108,628
Newspaper, Books and Journals 43,150 19,501
Advertisement 246,298 216,011
Donation - -
Security Expenses - -
Deposit and loan guarantee Premium - -
Travel Allowance and expenses 800,820 996,485
Entertainment - -
Annual/Special General Meeting 367,910 375,197
Other 2,171,091 2,059,776
Share Registration and Related Expenses 517,285 548,205
Fuel 408,762 338,277
Hospitality Expenses 216,048 306,779
Business Promotion Expenses 39,200 88,988
Computer Software Expenses 126,940 128,351
Professional Fees - 113,000
Tax and Duties 68,430 64,900
Auction Related Expenses - -
Registration Fee and Charges 341,250 351,350
Consumable Goods 3,195 7,200
Office Expenses 100,515 28,926
Other Fees and Commission 81,258 83,800
Assets Write off Expenses 20,750 -
Email/ Internet 107,967 -
Branch Opening Expenses 117,804 -
Others 21,687 -
Total 4,578,693 4,250,868
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Note No. 4.36
Depreciation & Amortization

Depreciation of Property and Equipment

The Microfinance provides depreciation from date of assets being available for use on a straight line basis
over the periods appropriate to the estimated useful lives of asset's future economic benefits are expected
to be consumed by the Microfinance. Freehold lands are not depreciated as they are non depreciable assets.
Depreciation of an asset ceases at the earlier of the date that the asset is classified as held for sale or the date
the asset is recognized.

Amortization of Intangible Assets

Intangible assets, except for goodwill, are amortized on a straight line basis in the Statement of Profit or Loss
from the date available for use, over the best estimate of its useful economic life based on a pattern in which the
asset's economic benefits are consumed by the Microfinance.

Particulars As at 32 As at 31
Ashadh 2079 Ashadh 2078
Depreciation on Property and Equipment 2,008,640 2,067,768
Depreciation on investment property - -
Amortization of intangible assets 225,818 67,800
Total depreciation and amortization 2,234,458 2,135,568
Note No. 4.37

Non-operating income

Non-operating income are those generated by activities outside of the core operating activities of the
Microfinance. These includes recovery for earlier written off loans. Share of profit from the investment in
associates are shown separately as non-operating income as equity method has only been applied while
preparing consolidated financial statements.

Particulars As at 32" Ashadh 2079 | As at 31st Ashadh 2078

Recovery of loan written off - -

Other income - 1,038,535

Total non-operating income - 1,038,535
Note No. 4.38

Non-Operating Expense
Non-operating expenses are those incurred outside of the core operating activities of the Microfinance. These
includes write off for uncollectible loans and others like expenses of redundancy and restructuring.

Particulars As at 32" Ashadh 2079 | As at 31%t Ashadh 2078

Loan Written Off - -
Redundancy provision - -

Expenses of restructuring - -

Other expense - -

Total non-operating Expenses - -

%Y | aidf aIffas Ufideal-200T/ 00



é% IIReafsd orgfda fadier siven for.
B} RSDC LAGRUBITTA BITTIYA SANSTHA LID.

Note No. 4.39

Income tax expense

The income tax to be paid by the Microfinance to Inland Revenue Department and deferred tax created due to
temporary difference of Accounting base and Taxation Base of Assets and Liabilities are presented under this

head:

Particulars As at 32™ As at 31
Ashadh 2079 Ashadh 2078
Current tax expense
Current year 45,181,368 39,431,174
Adjustment for prior years - -
Deferred tax expense
Origination and reversal of temporary differences (354,961) (486,879)
Changes in tax rate -
Recognition of previously unrecognized tax losses -
Total income tax expense 44,826,407 38,944,295
Note No. 4.39.1
Reconciliation of tax expense and accounting profit
Particulars As at 32 As at 31%
Ashadh 2079 Ashadh 2078
Profit before tax 150,441,670 130,410,094
Tax amount at tax rate of 30% 45,132,501 39,123,028
Add: Tax effect of expenses that are not deductible for tax purpose - 1,050
Less: Tax effect on exempt income -
Add/less: Tax effect on other items 48,867 21,653
Total income tax expense 45,181,368 39,145,371
Effective tax rate 30.03% 30.02%
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5. Disclosures and Additional Information

5.1 Risk Management

The Microfinance is exposed to various types of risks including credit, market, liquidity, operational, legal,
compliance and reputation risks. The objective of the risk management framework at the Microfinance is
to ensure that various risks are understood, measured and monitored and that the policies and procedures
established to address these risks are strictly adhered to.

Microfinance recognizes the importance of Risk Management and has accordingly invested in processes, people
and a management structure. Overall risk management function of the Microfinance is supervised by Risk
Management Committee and Internal Audit Committee represented by BOD members and Senior Executives.
Risk Management Committee reviews the asset quality at frequent intervals and Internal Audit Committee
provides assurance that the internal control systems of the Micro Finance are in place. The human capital is
also managed by Employee Management Committee represented by BOD members and Senior Executives.
There is Assets and Liabilities Management Committee (ALCO) represented by Senior Executives of the Micro
Finance to monitor the interest rate risk, liquidity risk, exchange risk, market risk, etc. Authority, responsibility
and accountability have been fixed to the executives of the Microfinance.

Risk Governance

Trained supervisors and analysts in the Microfinance examine and monitor the performance and activities of
partner MFIs. In addition to monitoring the financial condition of the MFIs, supervisors also review compliance
with terms and conditions of loan agreements and regulations and seek corrective action as and when necessary.
Risk Management Department conducts periodical financial surveillance and monitoring and provides
pre-examination analysis and other analytical support to onsite supervisors and management.

Through its risk management framework, the Microfinance seeks to efficiently manage credit, market and
liquidity risks which arise directly through the Microfinance’s commercial activities as well as operational,
regulatory and reputational risks which arise as a normal consequence of any business undertaking. As part
of this framework, the Microfinance uses a set of principles that describe its risk management culture. The
principles of risk management followed by the Microfinance include:

e Prepare quarterly report of financial position and performance for individual MFIs and to conclude the
trends and indicators on these.
Analyze the financial position and performance indicators on quarterly basis.
Provide all statistical data required for onsite supervision.
Provide Offsite Warning Signal (OWS) by SCOR rating table and other reports for each MFI.
Taking risk with appropriate authorities and where there is appropriate infrastructure and resource to
manage them.
¢ Anticipating future risks and ensuring awareness of all risks.
¢ Efficient and effective risk management and control to gain competitive advantage.

In order to enhance governance/oversight and to enable earlier detection and mitigation of critical risks,
Supervision System (SS) has been implemented in Microfinance the Supervision System provides a set of
guiding principles for analysing and monitoring the financial position and performance of each Individual
partner to more proactively identify, assess and mitigate potential control failures.

The major risk faced by the microfinance and the mitigating measures followed by it are as follows:

5.1.1 Liquidity Risk

Liquidity risk is the risk that the Microfinance may encounter difficulties in meeting its financial commitments
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that are settled by delivering cash or another financial asset. Hence, the Microfinance may be unable to meet
its payment obligations when they fall due under both normal and stress circumstances. With the objective of
limiting this risk, the management has arranged for diversified funding sources in addition to its core deposit
base. The Microfinance has developed internal control processes and contingency plans for managing liquidity
risk. This incorporates an assessment of expected cash flows and ensuring availability of high-grade collateral
which could be used to secure additional funding at any given time.

&)

5.1.2 Credit risk

Credit risk is the risk of financial loss to the Microfinance if a borrower or counterparty to a financial instrument
fails to meet its contractual obligations and arises principally from the Microfinance's loans and advances to
customers/other banks and investment in debt securities.

Credit Risk is being managed through implementation of Credit Policy Guidelines and specific product
documents developed for each product. These policies, manual & product documents lay down the basic
framework for credit appraisal and authority for approval. A comprehensive credit risk assessment process
has been defined which involves individual appraisal of all borrowers including corporate, institutional & SME
borrowers against stipulated criteria and also encompasses assignment of systematic credit ratings. Further, Risk
Management Committee reviews the overall credit and other risk in the light of current market conditions and
management analysis and issues necessary instructions including amendments to policies in order to strengthen
the Microfinance's credit policy.

5.1.3 Operation Risk

Operational risk is the prospect of loss of resulting from inadequate or failed procedures, systems or policies,
employee errors, system failures, fraud or other criminal activity. Any event that disrupts business processes.
Operational risk exposures are managed through a consistent set of management processes that drive risk
identification, assessment, control and monitoring. For the control of operational risk of institution, it has
Financial Administration Policy, Employee Bylaws which guides the day-to-day operation.

Each risk control owner is responsible for identifying risks that are material and for maintaining an effective
control environment across the organization. Risk control owners have responsibility for the control of operational
risk arising from the management of the following activities: External Rules & Regulations, Liability, Legal
Enforceability, Damage or Loss of Physical Assets, Safety & Security, Internal Fraud or Dishonesty, External
Fraud, Information Security, Processing Failure, and Model. Operational risks can arise from all business lines
and from all activities carried out by the Microfinance. Operational Risk management approach seeks to ensure
management of operational risk by maintaining a complete process universe defined for all business segments,
products and functions processes.

5.1.4 Interest Risk

Overview of current interest rate environment and monitoring of the movement of key interest rate indices.
Periodic evaluation of net interest position and maturity gap analysis is prepared considering interest rate
sensitive assets and liabilities. Interest rate risk indicators are periodically reviewed. The institution’s rate
indices are compared in line with market average of industry expert’s rate indices of similar instruments with
similar characteristics.

Interest rates are altered in line with key policy rates of the Central Bank and interest rate spread is maintained
according to the Central Bank’s direction. Lending policy rates are adjusted according to changes in market
rates in order to mitigate risk of falling interest rate margins.

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

Market Risk is discussed at ALCO and within respective division level on open position on daily basis. In depth
knowledge of the market and movement in variables are obtained in order to control limits for open position
and monthly reports prepared. The open position is assessed on daily basis and risk exposure calculated for
allocation of required capital in line with Basel provisions. ALCO ensures jobs are in line with policies and
procedures and suggests necessary steps to address risk on interest rate, exchange rate movement and equity
price changes. Possible financial impact due to change in market conditions are assessed periodically and
actions taken accordingly.

5.1.5 Fair value of financial assets and liabilities

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

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

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

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

Hierarchy of Fair Value Measurement

The following table presents the Microfinance’s financial instruments, which are held at the fair value.

32-03-2079 Level 1 Level 2 Level 3 Total
Assets

Corporate Securities - - - -
Nepal Finsoft Company Ltd. - - 2,000,000 2,000,000
Less: Impairment - - - -
Total 2,000,000 2,000,000

The table also presents the valuation techniques to be used to measure the fair value of those financial instruments
when the company comes into operation.

Instrument Principal valuation technique | Significant unobservable inputs

Corporate Securities

EV/EBITDA multiples, P/E

Nepal Finsoft Company Ltd. Internal pricing model multiples, Liquidity discount

The following section describes the significant unobservable inputs identified in the valuation technique table.
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Proxy Pricing

Proxy pricing refers to the method where valuation is done by calculating an implied yield from the price of
a similar comparable observable instrument. The comparable instrument for a private equity investment is a
comparable listed company. The comparable instrument in case of bonds is a similar comparable but observable
bond.

This may involve adjusting the yield to derive a value for the unobservable instrument.

EV/EBITDA ratio multiples

This is the ratio of EV to EBITDA, EV is the aggregate market capitalization and debt minus the cash and cash
equivalents. An increase in EV/EBITDA multiple in isolation will result in a favourable movement in the fair
value of the unlisted firm.

P/E and price to book (P/B) multiples

P/E multiple is the ratio of the market capitalization to the net income after tax. P/B multiple is the ratio of the
market capitalization to the book value. The multiples are determined from multiples of listed comparable,
which are observable. An increase in P/E multiple or P/B multiple will result in a favourable movement in the
fair value of the unlisted firm.

Yield
Yield is the interest rate that is used to discount the future cash flows in a discounted cash flow model.

Liquidity discounts in the valuation of unlisted investments.

A liquidity discount is primarily applied to the valuation of unlisted investments to reflect the fact that these
stocks are not actively traded. An increase in liquidity discount in isolation will result in favourable movement
in the fair value of the unlisted firm.

5.2 Capital Management

i. Qualitative Management

The Microfinance manages and maintains its capital considering the business and associated risks. The
regulator also has set the minimum capital requirements, under Basel I norms, which the microfinance has
been complying dully. Capital Management practices is to ensure that RSDC has sufficient capital at all times
to cover its risk appetite and has set its risk tolerance limit. periodic review of these limits is conducted and if
required necessary corrective action plans are formulated on timely manner.
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ii. Quantitative Disclosures
Statement of Capital Fund

At the end of month of Ashadh, 2079

NRB Directives Form No. 1.1

A. Core Capital

(Rs. in'000)

Period

2]
z

Description

Current

Previous

Paid up Capital (ordinary shares)

805,156

731,960

Proposed bonus share

Share premium

Irredeemable preferential share

General Reserve Fund

83,820

62,697

Accumulated profit/(loss)

89,914

83,107

Profit & loss a/c as per balance-sheet

Capital Redemption Reserve Fund

O [ [ Q[N ||~ |[W|N|—

Capital Adjustment Fund

—_
(]

Calls in advance

11 | Other Free Reserves

Deductions:

1,740

1,604

a. Goodwill

b. Deferred Tax Assets

1,740

1604

c. Investment on shares and securities in excess of limits

d. Investment to the company having financial interests

e. Fictitious Assets

f. Investment on land and building for self-use not complying the Directives of NRB

g. Investment on land development and housing construction in excess of limits

h. Underwriting share not sold within the stipulated time

i. Credit and other facilities banned by the prevailing laws

Total Core Capital (A)

977,150

876,160

B. | Supplementary capital

Period

SN | Description

Current

Previous

Provisions of loan loss made for Pass loan

71,628

46,101

Additional loan loss provision

Hybrid capital instruments

Unsecured Subordinated Term Debt

Exchange Equalization Fund

AN || |[W|ND|—

Assets revaluation Fund (max. 2% of Supplementary capital is added automatically)

7 | Investment adjustment Fund

Total Supplementary Capital (B)

71,628

46,101

| C. | Total Capital Fund (A+B)

1,048,777

922,261

D. Minimum capital Fund to be maintained based on Risk Weighted Assets:

Minimum Capital Fund Required (8.0 % of RWA)

458,666

299,448

Minimum Core Capital Required (4.0 % of RWA)

229,333

149,724

Capital Fund maintained ( in %)

18.29%

24.64%

N VST I S I

Core Capital maintained (in %)

17.04%

23.41%
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Statement of Risk Weighted Asstes (RWA)
At the month end of Ashadh, 2079
NRB Directives Form No.1.2

A. On-Balance-Sheet-Assets (Rs. in'000)
Weight Current Period Previous Period
SN Descriptions o
(%) Amount RWA Amount RWA
1 | Cash Balance 0 - - - -
2 | Gold (Tradable) 0 - - - -
3 | NRB Balance 0 - - - -
4 | Investment to Govt. Bond 0 - - - -
5 | Investment to NRB Bond 0 - - - -
6 | Loan against Own FD 0 - - - -
7 | Loan against Govt. Bond 0 - - - -
8 | Accrued interests on Govt. bond 0 - - - -
9 Investment to Youth and Small 0 i i i i
Entrepreneurs Self-employment Fund
10 ]_3ala.1nc.e on domestic banks and financial 20 26.108 5222 448,026 89,605
Institutions
Loan against other banks' and financial
11 |7 S 20 - - - -
institutions' FD
12 | Foreign bank balance 20 - - - -
13 | Money at call 20 202,703 40,541 18,732 3,746
14 Loan against internationally rated bank 20 i i i )
guarantee
15 | Investment to internationally rated Banks 20 - - - -
16 | Inter-bank lending 20 - - - -
17 | Investment on shares/debentures/bonds 100 - - - -
18 | Other investments 100 2,000 2,000 2,000 2,000
Jg | Loans & advances, bills 100 5,532,073 | 5,532,073 | 3,552,837 | 3,552,837
purchase/discount
20 | Fixed assets 100 7,263 7,263 7,318 7,318
Net interest receivables (Total IR - 8 -
21 100 - - - -
Interest suspense)
22 | Net Non-Banking Asset 100 - - - -
23 Other assets (Except advance tax 100 10,616 10,616 6.884 6.884
payment)
Real estate/residential housing loans
24 : . 150 - - - -
exceeding the limits
Total On- Balance -Sheet Items (A) 5,780,763 5,597,714 4,035,797 3,662,390
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B. Off-Balance-Sheet Items
SN Descriptions Weight Current Period Previous Period
(%) Amount RWA Amount RWA

1 | Bills collection 0 - - - -

2 | Forward foreign exchange contract 10 - - - -

3 L/C with maturity less than six months 20 i i i i
(Outstanding value)

4 Guarantee against International rated 20 i i i i
bank's counter guarantee

5 L/C with maturity more than six 50 i i i i
months (Outstanding value)

6 Bid bonc.l,.performance bond and 50 i i i i
underwriting
Loan sale with repurchase agreement 50 - - - -

8 | Advance payment guarantee 100 - - -
Financial and other guarantee 100 - - - -

10 | Irrevocable loan commitment 100 20,000 20,000 - -

11 | Possible liabilities for income tax 100 - - - -

12 All types of possible liabilities 100 i i ) ]
including acceptance

13 | Rediscounted bills 100 - - - -
Unpaid portion of partly paid share ) )

14 | investment 100 - -

15 | Unpaid guarantee claims 200 - - - -
Amount to be maintained for

16 operational risk (2% of Total Assets) 100 115,615 115,615 80,716 80,716
Total Off- Balance -Sheet Items (B) 135,615 135,615 80,716 80,716
Total Risk Weighted Assets (A) + (B) 5,733,329 3,743,106

iii. Compliance with external requirement

RSDC has not been in default on minimum capital requirement under the Central bank directives.
5.3 Classification of Financial Assets and Liabilities

Fair value of Financial Instruments held at Amortized Costs on recurring basis

The following table shows the carrying amounts and incorporates the Microfinance’s estimate of fair value of
those financial assets and liabilities not presented on the Microfinance’s statement of financial position at fair
value. These fair values may be different from the actual amount that will be received or paid on the settlement or
maturity of the financial instruments. For certain instruments, fair value may be determined using assumptions
for which no observable prices are available.
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Fair Value of Financial Assets held at amortized cost

RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

(Amount in NPR)
32-03-2079 Level 1 Level 2 Level 3
Loan and advances to MFIs and Co-operative 5,532,072,635
Loan and advance to customer 8,306,871
Total 5,540,379,506

(Amount in NPR)
31-03-2078 Level 1 Level 2 Level 3
Loan and advance to MFIs and Co-operative 3,552,836,983
Loan and advance to customer 4,708,634
Total 3,557,545,617

Fair Value of Financial Liabilities held at amortized cost

(Amount in NPR)
32-03-2079 Level 1 Level 2 Level 3
Borrowings 4,647,172,943
Other Financial Liabilities 34,155,901
Total 4,681,328,845

(Amount in NPR)
31-03-2078 Level 1 Level 2 Level 3
Borrowings 3,074,697,040
Other Financial Liabilities 22,695,103
Total 3,097,392,143

Fair value Level 3 disclosures

The following sets out the basis of establishing fair values of amortised cost financial instruments. These are not
generally traded and there is a significant level of management judgement involved in calculating the fair values.

Cash and balances at central banks

The fair value of cash and balances at central banks is their carrying amounts.

Loans and advances to banks

For loans and advances to banks, the estimated fair value of fixed interest-bearing deposits is based on discounted
cash flows using the prevailing money market rates for debts with a similar credit risk and remaining maturity.

These are generally the carrying amount of these assets.
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5.4 Operating Segment Information

1. General Information

The Microfinance has identified the reportable segment as the class of loans disbursed from which it earns
Revenue and incurs expenses whose operating results are reviewed by the management to make decision about
resource allocation to each segment and assess its performance. The Microfinance provides disburse loan to
following entities:

a. “D” Class Microfinance Institutions

b. Cooperatives

Segment Description: Microfinance has disclosed its operations under the following segments:

Segment Definition

‘D’ class Microfinance

Co-operative

Activity

D’ Class Microfinance makes loans and advance to such microfinance

who has obtained licensed from Nepal Rastra Bank as ‘D’ Class Microfinance
Institutions and those ‘D’ class microfinance institutions further make loans and
advances to deprived people.

Co-Operative makes loans and advances to such Community base co-operative

which has been registered at division co-operative office and operated as per
cooperative act. Further Co-operatives makes loans and advances to deprived
local community.

2. Information about profit or loss, assets and liabilities

(Amount in NPR)
SN Particulars Cooperative ‘fD” Class Others Total
Microfinance
(a) | Revenue from External Customers 284,505,291 348,668,447 15,561,048 | 648,734,787
(b) |Intersegment revenues - - - -
(c) | Net Revenue 284,505,291 348,668,447 15,561,048 | 648,734,787
(d) | Interest Revenue 321,188,053 291,325,844 6,106,917 | 618,620,814
(e) | Interest Expenses 170,293,467 208,698,961 592,556 | 379,584,984
(f) | Net Interest revenue (b) 150,628,332 82,300,582 6,106,917 | 239,035,831
(g) | Depreciation and amortisation 979,931 1,200,930 53,597 2,234,458
(h) | Segment Profit/(loss) 46,318,020 56,763,894 2,533,349 | 105,615,263
(1) |Other material non-cash items: - - - -
(G) |Impairment charge/(reversal) for 32,301,500 39,586,307 - 71,887,807
loans and other losses

(k) |Segment assets 2,485,933,762 | 3,046,574,129 | 135,967,320 | 5,668,475,211
(I) |Segment Liabilities 2,053,016,550| 2,516,023,236| 112,289,057 | 4,681,328,844
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Notes:

Revenue from external customers: the revenue from external customers have been segregated in
accordance with the nature and the type of the segment.
Inter Segment revenue: Microfinance does not have inter unit cost charging mechanism therefore inter

Net Revenue: Net revenue is same as the revenue from external customers as there is no inter segment
Interest Revenue: Total Interest income is bifurcated into those from loan and advance to MFIs' and
Interest Expenses: Interest Expenses has been apportioned on the basis of loans to MFIs', Co-operatives
Net Interest Revenue: Net Interest Revenue is interest revenue less interest expenses.

Depreciation and amortization: Have been apportion on the basis of MFIs' and co-operative's and Others'.
Segment profit/(loss): the profit before tax has been apportion on the basis of MFIs' and co-operative's
Other material non-cash items: Microfinance does not have basis of allocation non-cash assets segments.

Impairment on Assets: has been allocated to the specific segment assets.
Segment Assets: segment assets have been allocated in accordance with the nature of assets.

b.
segment revenue is not disclosed.
C.
revenue.
d.
co-operatives and customer.
e.
and Staffs.
f.
g.
h.
Loans.
i
J-
k.
1

Segment Liabilities: Segment liabilities have been allocated in accordance with the nature of liabilities.

3. Measurement of Operating segment profit or loss, asset and liabilities

Transaction between reportable segment is reported as per Microfinances' accounting policy. There is no
separate policy for measuring segment profit or loss, assets and liabilities.

4. Reconciliation of Reportable segment revenue, profit or loss, asset and liabilities

a. Revenue
Particular Amount in NPR
Total revenue for reportable segment 648,734,787

Other revenue -

Elimination of intersegment revenue -

Entity's Revenue 648,734,787
b. Profit or Loss

Particular Amount in NPR

Total profit or loss for reportable segments 105,615,263
Other Profit or loss -
Elimination of intersegment profits -
Unallocated amount -
Profit before income tax 105,615,263

orat arffes UfdGaT-200T/00R |9y,
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c. Asset
Particular Amount in NPR
Total asset for reportable segments 5,668,475,211
Other Asset -
Unallocated amount -
Entity's Asset 5,668,475,211
d. Liabilities
Particular Amount in NPR
Total Liabilities for reportable segments 4,681,328,844
Other Liabilities -
Unallocated amount -
Entity's Liabilities 4,681,328,844
5. Information about Product and Services
SN | Particular Amount in NPR
a Retail MFIs' 304,016,844
Co-operatives 338,841,166
c Others 5,876,777
Total 648,734,787
6. Information about geographical areas
(a) | Domestic 648,734,787
Province 1 46,509,579
Province 2 95,394,362
Bagmati province 130,565,653
Gandaki province 68,804,211
Lumbini province 124,778,137
Karnali province 81,543,285
Sudur Paschim province 101,139,560
(b) | Foreign -
Total 648,734,787

7. Information about major customers

None of the customer individually or as a group contribute to 10% or more of the Microfinances' revenue.

5.5 Share options and share based payment

There are no share options and employees and directors are not given any share-based payments whether equity

settled or cash settled.

5.6 Contingent liabilities and commitment

There is no contingent liabilities and commitment made by the microfinance, Comprehensive disclosure of the
contingent liabilities and commitments are given in Note 4.26.
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5.7 Related party disclosures

The Microfinance identifies the following as the related parties under the requirements of NAS 24.
a. Shareholders having shareholding of 4% or more during the year,

b. Subsidiary of Major Shareholder,

c. Directors of the Microfinance and their close family members, if any
d. Key Managerial Personnel and their close family members, if any

The related parties of the Microfinance which meets the definition of related parties as defined in “NAS24-

Related Party Disclosures” are as follows:

i. Shareholder having shareholding 4% of more during the year

Shareholder 32-03-2079 31-03-2078
% of holding % of holding

Grameen Swablamban Bikash Kendra 12.14% 12.14%
Bank of Kathmandu Ltd. 12.00% 12.00%
Sumit Kumar Agarwal 11.70% 11.70%

ii. Transaction with Subsidiary of Major Shareholder
Transaction during the year Bank of Kathmandu Ltd.
Borrowings 182,081,054
Interest paid on Borrowings 12,920,713
Other transactions -

iii. Compensation to Directors of the Microfinance

The members of Board of Directors are entitled for meeting allowances. The details relating to compensation
paid and expenses incurred to key management personnel (directors only) were as follows:

Particulars Current Year (NPR)
Meeting Fee 7,37,500
Other Expenses 1,357,959

Details of the board of directors and their composition, and changes if any during the period, are disclosed in

the director’s report.

There has been no payment or transactions with the close family member of the directors.

iv. Key Management Personnel (KMP)

The key management personnel are those persons having authority and responsibility of planning, directing and
controlling the activities of the entity, directly or indirectly including any director. The key management of the
Microfinance includes members of its Board of Directors and Chief Executive Officer of the Microfinance. The name

of the key management personnel who were holding various positions in the office during the year were as follows:

Key Management Personnel Post
Mr. Dhruba Kumar Paudel Chief Executive Officer
Mr. Ram Prasad Panthi Deputy Chief Executive Officer

Mr. Ananta Raj Pant

Manager

Mr. Paras Mani Jnawali

Assistant Manager

Mr. Milan Adhikari

Assistant Manager
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Salary, Allowances and other benefits provided to CEO.

SN | Particulars Amount in NPR
1 | Basic Salary 1,284,000
2 | Allowances 1,095,753
3 | Dashain Allowances 46,667
4 | Provident Fund 128,400
5 | Bonus & Other Benefits -
Total 2,254,820

5.8 Merger and acquisition

No any Merger and acquisition has been done yet.
5.9 Additional disclosures of non-consolidated entities

Dividends

Distribution of profit to the shareholders is done by way of payment of cash dividend and /or issue of bonus
shares. Applicable withholding taxes are deducted from such distribution. The distributions are proposed by the
board and approved by the general meeting. The proposed dividend and bonus shares are not adjusted in the
books instead disclosed by way of notes.

Proposed Distributions (Dividends and Bonus Shares)

The Board has recommended 8.00% as bonus share and 3.00% (nearest 2 digit) as cash dividend for the reported
year, 2078-79 based on paid up capital of Ashadh End 2079. This proposal of the Board of Directors is subject
to the ratification by the Annual General meeting of the Shareholders. The Microfinance has declared bonus
share and cash dividend amounting NPR. 88,567,132 and which will be distributed from Retained Earning as
seen on the regulatory financial statement.

(Amount in NPR)
Particulars 2078-79 2077-78
Cash Dividends declared 24,154,672 3,852,420
Bonus Shares 64,412,459 73,195,976
Total 88,567,132 84,823,923

5.10 Events after reporting date

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

There are no material events that has occurred subsequent to 32" Ashadh 2079 till the signing of this financial
statement on 26 November, 2022.
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5.11 Disclosure effect of transition from previous year to this year

a. Reconciliation of Employee Defined Benefit Obligation

RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Particulars Amount
Balance as per Audited Financial Statement of 2077/78 1,130,188.29
Actuarial Adjustment for 2076/77 650,244
Current Service Cost for 2077/78 59,314
Interest Cost for 2077/78 143,214
Actuarial Loss for 2077/78 145,669
Balance as per Restated Financial Statement for FY 2077/78 2,128,629
b. Reconciliation of Long Service Leave
Particulars Amount
Balance as per Audited Financial Statement of 2077/78 2,916,174.23
Reverse of extra expense charged on 76/77 based on actuary (609,749.23)
Interest to be charged as per Actuarial Valuation for 77/78 914,682
Expense reversed from the booked as previously booked as expense charged for 2077/78 (1,497,298.77)
Balance as per Restated Financial Statement 1,723,808.23
¢. Opening Adjustment in Retained Earnings for 2077/78
Particulars Amount
Increment 'in Deferred Tax Assej[s Due to char}ges in Accounting Base of Employee 299.532.01
benefit obligation and long service leave leading to Deferred Tax Income ’
Deferred Tax Income of 2076/77 Transferred to Regulatory Reserve (299,532.21)

Deferred Tax Expense on Actuarial Loss for 2076/77

(195,073.20)

Amount Actuarial Loss for 2076/77 Transferred from Retained Earning to

regulatory reserve

Regulatory Reserve (650,244.00)
Actuarial gain for 2076/77 in leave encashment for 2076/77 609,749.23
Actuarial gain for 2076/77 in leave encashment for 2076/77 transferred to (609.749.23)

Increment in Deferred Tax Assets Due to changes in Accounting Base of Employee
benefit obligation and long service leave leading to Deferred Tax Income

(845,317.20)

d. Changes in Retained Earnings During the year 2077/78

Particulars

Amount

Increment in Actuarial loss for 77/78 Transferred from Retained Earing to
Regulatory Reserve

(145,669.00)

Deferred Tax Income due to Increment in DTA Due to changes in Accounting Base
of Employee benefit obligation and long service leave transferred to deferred tax
reserve

(146,110.43)

Changes in Retained Earnings for 2077/78

(291,779.43)
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e. Changes in Regulatory Reserve

Particulars Amount Period
Closing balance of 2076/77 as per GAAP 84,441.89

NFRS Adjustment :

Transfer of Acturial Loss of 2076/77 650,244.00 | 2076/77
Transfer of Acturial Gain of Leave for 2076/77 609,749.23

Opening balance for 2077/78 after Opening NFRS Adjustment 1,344,435.12
Previously audited figure amount shown in Regulatory Reserve of 2077/78 (67,322.95)

Transfer of Actuarial Loss of 2077/78 145,669.00 | 2077/78
Closing balance for 2077/78 1,422,781.17

Add

Leave Gain of 2077/78 582,616.77

Leave Gain of 2078/79 683,578.00

Interest Income recognized based on accrual basis: Closing Balance 221,689.43

Less: 2078/79
Reversal of Actuarial Loss amount Transferred to Regulatory Reserve due to (731,160.00)

gain in current year

Interest Income recognized based on accrual basis: Opening Balance (17,118.94)

Closing balance 2,162,386.43
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6. NFRS Carve-outs Adjustments

During the reporting period, the Microfinance has applied NFRS carve-out adjustments. As a consequence, the
net profit and retained earnings have been impacted.
The impacts of each carve- out adjustment done have been summarized as follows:

i. For Impairment Calculation

NAS 39 Para 58 requires an entity to assess at the end of each reporting period whether there is any objective
evidence that a financial asset or group of financial assets measured at amortized cost is impaired. If any such
evidence exists, the entity shall apply paragraph 63 to determine the amount of any impairment loss.

However, as per carve out on NAS 39 Para 58, the Microfinance has assessed and measured
impairment loss on loan and advances as the higher of amount derived as per norms prescribed by
Nepal Rastra Bank for loan loss provision and amount determined as per paragraph 63 of NAS 39.

Particulars 2078/79 2077/78

Gross Loans and Advances 5,532,072,636 3,552,836,983
Impairment Loss as per NFRS 595,826 484,319
Loan Loss Provision as per NRB 130,316,688 58,428,880

The higher of two above (as per NFRS and as per NRB) i.e. NPR 130,316,688 has been considered
for impairment loss on loans and advances in Financial Statement for Fiscal Year 2078/79.

ii. For Using Effective Interest Rate

During the reporting period Microfinance has used the alternative set out by Carve-out no. 2 issued by The
Institute of Chartered Accountants of Nepal for not calculating Interest Income and interest expenses using
Effective Interest Rate (EIR) as Financial has considered such calculation to be impracticable. Accordingly,
Microfinance has used normal interest rate to charge interest income.

araf affes UfdgaT-206T/00R | 9
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Principal Indicators
. . F/Y F/Y F/Y F/Y F/Y
SN Particulars Indicators| 5474175 | 2075176 | 2076/77 | 2077178 | 2078/79
| | Percentage of Net Profit/ % 19.47| 2044 1728 2461 7020
Operating Income
2 | Earnings Per Share (Basic) Rs. 10.41 10.10 11.83 12.45 13.12
3 | Market Value Per Share Rs. 555.00| 343.00 542.00| 867.00 554.80
4 | Price Earnings Ratio Ratio 53.31 33.97 45.52 69.66 42.30
5 |Dividend (including bonus) on % 10.53|  16.00 1263|1053  11.00
Share Capital
6 | Cash Dividend on Share Capital % 0.53 10.00 3.63 0.53 3.00
7 | Interest Income/Loan & Advances % 13.78 12.95 13.92 8.89 11.18
g | Stafl Expenses/Total Operating % 46.97| 39.06 3928| 4950  74.93
Expenses
g |Interest Expenses on Total % 1099  11.02 1253|574 8.17
Deposit and Borrowings
10 | Exchange Gain/Operating Income % - - - - -
11 | Staff Bonus/Total Staff Expenses % 59.80 87.62 104.25 94.05 52.37
12 | Net Profit/Loan & Advances (Gross) % 2.46 2.51 2.74 2.56 1.91
13 | Net Profit/ Total Assets % 2.13 2.43 2.29 2.29 1.86
14 | Credit/Deposit Ratio % - - - - -
15 | Total Operating Expenses/Total Assets % 1.08 1.02 0.89 0.69 0.75
16 Aflequagy of Capital fund on
Risk Weighted Assets
a. Core Capital % 34.00 28.57 25.48 23.42 17.04
b. Supplementary Capital % 0.99 0.98 1.21 1.23 1.25
c. Total Fund Capital % 35.00 29.56 26.69 24.66 18.29
17 | Liquidity (CRR) % 0.71 0.51 0.54 0.59 0.56
1g | Non-performing Loan/ Total % 0.03| 025 0.29 0.99 0.49
Loan & Advances
19 | Weighted average Interest Rate % 2.79 1.93 1.39 3.15 3.01
20 | Book Networth Rs.'000 | 558,195 | 739,305 794,395 | 881,541 | 987,146
21 | Total No. of Shares (thousand) No.'000 3,600 6,335 6,715 7,320 8,052
22 | Total Staffs No. 10.00 13.00 14.00 13.00 18.00
23 | Others - - - - -

5 | adt affes Ufddeer-200T/ 00




RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

soguey)) 9A0QY %C- (1LT°0L9°C6) 11T°SL1"899°S T8ESHITILS Aymbg pue sanijiqer [ejo],
1Joid 10N Uuo a5uey) %¢- (178°€8€°80) LIE'OVT'L86 881°0€S°S10°T s1opjoy Amba 03 o[qenqre Anbi [ejof,
1JoId 10N U0 d5uey) %¢- (952°676°7) £89°9L0°T6 6£6°500°56 SOAIOSOY
1Jold 10N uo a3uey) %CT- (95 ¥SH°6T) Tr6°€16°68 LOS*89€ESTI s3uTuIey POUTEIY
- - - wnrwald aIeys
%0 - I¥L°5S1°508 1¥L°6S1°508 [eide) areys
Aymbyg
778°8TE 189 vO1°S19'SPLy SONI[IqeIT [BI0]
- - - SONI[IqRIT pajeurpiogng
- - - PanssI SaNLINGIS 1q9(J
snuog Jels jo asuey) %91~ (90€°TH€9) 106°SST € LOT'861"0F SONI[IQEI] JOYIO
- - - SONI[IqeI XE], PaLIdJo(]
- - - SUOISIAOL]
pajsnipe soniIqer] XeL JOON | %001- (SYLEV6°LS) - SPL'EV6'LS SONITIQRIT XE], JUd1In)
%0 (00€) €6 TLL LYY YT ELL'LY Y sgurmoliog
- - - s1owo)sno wody sysodoq
- - - JUSWINISUT [RIOURUI] SATJRALId(]
- - - yueq ensey jedoN 01 ong
- - - suonNINSUJ [RIOUBUL] puUe Jueqg 0) N
soniqer pue [ende)
soguey)) 9A0QY %C- (1LT°0L9°C6) 11T°SL1"899°S T8ESHITIL'S 19SSV [E10L,
a3ueypd JyoId %83 IEYLI £80°60€°C LELPETT §1ossE 1O
UOTIEN[EA [BLIENIOY UO JUSWSSASSY XBJ, %08 10CvLL 118°6€L°1 01996 $19SSY XE[, PaLIdjo(]
%0 - 00T'St 00T'St $105SE 9[qIBUBIU] PUE [[LMPOOD)
%0 (D LSS'LIT'L 8S8°LIT'L wowdmbyg pue Aradorg
judwolel§ dy) Surdnoigoy %001- (000°000°2) - 000°000°C Kyrodoad yuounsoaug
pajsnipe sani[Iqery xex, jo 19N %tL- (89€°181°St) T€6°88C°91 00€°0LY 19 $10SSE Xe) JUSLINY
juowdlel§ oy Surdnoi3oy 000°000°C 000°000°C - SOIILINDJS JUIUWIISIAU]
SUBOT JyeIS JO pazniowy %t (6T5°Tre) 1.8°90€°8 10%°679°8 SIOWIO)SNO 0) SOOUBAPE PUE SUEO']
UOISIAOI] AT0JE)S %!1- (SO¥'+60°8%) 816°SSLTOY'S €5€°058°6t1'S $ANE10d00)) 79 S, AN 0} S9OUBAPE pUE SUBO|
- - - S19SSy SuIpel], JoYI0
- - - SJUSWINISU] [RIOURUIL] JATIRALID(
suonmnsuy
Judwele)s ot Surdnoisay %001~ (89¥°€0LT0T) |- 89t°€0L T0T [EIOURUL] PUE Yueq ()M JUSWOR[]
yueq ensey
%0 - ¥SH'801°9C ¥SH'801°9C [edoN woxy on(g pue sedueeq A10inje)s
judwolel§ dy) Surdnoigoy €50°€0LT20T €50°€0LT0T - sjud[eaInba yseo pue yse)
$)ISSsY
AJURBLIBA 10J SUOSEIY % Ul junowry uy junowy uj jusu)els jusuwdlelS

duURLIBA

[edURUL] pAIPNY J3d Sy

[erdueur pajipneun 13d sy

uonisod [e1URUL] JO JUIUIIE)S

6L-8LOT'A JO SE S)USWDE)S [BIOUBULY PINPNY pue pajipneu() Jo uostieduo)

ofd! affias UfAdEoT-200T/00R ‘ 53




IIReafs orgfda fadir iven for
RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

SoSUBYD 9A0QE | 9%7T-| (808°985°67) €9T°S19°501 1L0°T0T'SET TedX oy} 10 1goid
(19675€) (19675€) - Xe], paija(d
soSueyo 9A0Qe | %77~ |(LLETILTI) | 89E°I8I'SYH SYL'EV6'LS XE], JUaIIn)
asuadxy xe] awoouf
0L9 T¥¥°0S T SI8SHI‘E6] XEJ, WOOU] 210J2q JJoId
- - - asuadxy Sunerad( uoN
- - - owoouy Sunerad( uoN
0L9 T¥¥°0S T SI8SHIE6] 1yo1q SuneradQ
%0 |- 8SYVETT 8SYYETT uoneziowry pue uoneroarda(
%0 | STI P88 [EL° P8 asuedxy Sunered( YO
1yoIq uo o3uey) | %pI- | (19%°0+T°S) 12S°816°T€ €86°8ST°LE osuadxy [ouuosIdg
asuadxy SunerddQ
961°8€0°€61 L86°T86°0%C swoouy Sunerad( 1oN
Oﬁﬁz 0 < ¢ 3 ¢ ¢ 3 w@mmoﬁ HOQHO
UOISIAOI] [euonIppy /00T | SO7Y60'8Y LO8'L88'IL COv'E6LEC pue sueo] 10 (Jes1oAdx)/a3reyd jusureduy
€0€°976'79¢ 68€°9LLY9T swoouy SuneradQ [e0],
peoH Sutdnoi3ay | %001~ |(#$0°0L) - ¥S0°0L swoour Sunerado Y0
- - - owodur urper) JoN
€0€°976%9C SEE90L V9T AWOOU] UOISSIUILIO) PUB 99, ISINU] JON
TLY 068°ST 00STLY 9T QUWIOOU] UOISSIUWILIO)) PUE 39, 10N
%0 |- 00S°€CT Y 00S°€TT Y osuadXF UOTSSIUIOO PUE S99,
pajsnlpe o3rey) ooIAIdS | %Z- | (820°T8S) TLOETT 0E 000°969°0¢€ QWIOOU] UOISSTUWOD PUB S99,
1€8°5€0°6€T GER'EETBET owIooU] saIJul JON
%0 | (6L5°056) 786785 6LE €95°6€5°08¢ osuadxg 1sa103u]
%0 | (#85°8%1) 718°079°819 86€°69L°819 SW0dU] ISAINU]
AUEBLIBA I0J SUOSBY | 2, U] junowry uj SIe[nonJed
junowry juduId)elS
uf juswiadjels [enueulyy
dUBLIBA [enuCuL] pajipneun SSO] 10 1go.ad JO juduidlelS
pajpny J3d sy Jd sy

6L-8L0T "A"d JO SE S)UIWI)IE)S [BIOUBULY PA)IPNY pue pajipneu() jo uostiedwo)

1 \ oIl Al Ufiidgel-200T/00R




< RS orgfda fadiar e fo1.

N
i
6’@“ ¢ RSDC LAGHUBITTA BITTIYA SANSTHA LTD.

Condensed Statement of Financial Position

As on Quarter ended 32nd Ashadh, 2079

Particulars This Quarter Ending | Immediate Previous Year Ending

Assets
Cash and cash equivalents - -
Statutory Balances and Due from Nepal Rastra Bank 26,108,454 18,025,998
Placement with Bank and Financial Institutions 202,703,468 448,732,120

Derivative Financial Instruments

Other Trading Assets

Loans and advances to MFIs & Co-operatives

5,449,850,353

3,494,408,102

Loans and advances to customers 8,649,401 4,708,634
Investment securities - -
Current tax assets 61,470,300 44,901,474
Investment property 2,000,000 2,000,000
Property and Equipment 7,217,858 7,317,970
Goodwill and Intangible assets 45,200 -
Deferred Tax Assets 965,610 581,140
Other assets 2,134,737 1,209,438
Total Assets 5,761,145,382 4,021,884,877
Particulars This Quarter Ending | Immediate Previous Year Ending
Liabilities

Due to Bank and Financial Institutions

Due to Nepal Rastra Bank

Derivative Financial Instrument

Deposits from customers

Borrowings 4,647,173,243 3,074,697,040
Current Tax Liabilities 57,943,745 39,032,154
Provisions - -
Deferred Tax Liabilities - -
Other liabilities 40,498,207 22,742,690

Debt securities issued

Subordinated Liabilities

Total liabilities 4,745,615,194 3,136,471,884
Equity
Share Capital 805,155,741 731,959,765
Share Premium - -
Retained Earnings 115,368,507 86,160,290
Reserves 95,005,939 67,292,937
Total Equity 1,015,530,188 885,412,992

Total Liabilities and Equity

5,761,145,382

4,021,884,877
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Condensed Statement of Profit or loss
As on Quarter Ended 32nd Ashadh, 2079

2078 Ashadh
2079 Ashadh End
Particulars Corresponding
This Quarter | Upto This Quarter This Quarter Upto This Quarter

Interest income 202,433,821 618,769,398 89,929,920 325,762,964
Party Interest expense 129,849,195 380,535,563 48,920,809 162,994,891
Net interest income 72,584,626 238,233,835 41,009,111 162,768,074
Fees and commission income 7,245,000 30,696,000 2,122,500 21,832,500
Fees and commission expense 2,003,500 4,223,500 - -
Net fee and commission income 5,241,500 26,472,500.00 2,122,500 21,832,500
Net interest and commission income 77,826,126 264,706,335 43,131,611 184,600,574
Net trading income - - - -
Other operating income - 70,054 40,139 1,517,172
Total operating income 77,826,126 264,776,389 43,171,750 186,117,745
iﬁ‘é’iﬁﬁfﬁﬁiﬁrge/ (reversal) for loans 4,425,778 23,793,402 13,541,384 15,065,848
Net operating income 73,400,347 240,982,987 29,630,365 171,051,897
Operating expense 15,021,094 47,837,172 8,538,746 41,983,252
Personnel expense 11,152,885 37,158,983 4,959,278 28,057,814
Other Operating expense 3,233,726 8,443,731 3,047,736 11,789,869
Depreciation and Amortization 634,483 2,234,458 531,732 2,135,569
Operating Profit 58,379,253 193,145,815 21,091,619 129,068,646
Non operating Income - - - 1,038,535
Non operating expense - - - -
Profit before income tax 58,379,253 193,145,815 21,091,619 130,107,181
Income tax expense 17,513,776 57,943,745 (940,218) 39,032,154

Current Tax 17,513,776 57,943,745 (940,218) 39,032,154

Deferred Tax - - -
Profit /(loss) for the Period 40,865,477 135,202,071 22,031,838 91,075,027
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