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Mahuli Laghubitta Bittiya Sanstha Limited
Condensed Statement of Financial Position

As on Quarter ended Poush 29, 2081

Amt in NPR (in Full Figure)

Immediate Previous

Assets This Quarter Ending Year Ending (F.Y
2080/81) Audited
Cash and Cash Equivalents 400,699,832.62 274,879,584.41
Statutory Balances and due from Nepal Rastra Bank 5,000.00 5,000.00
Placement with Bank and Financial Institutions 30,000,000.00 -
Derivative Financial Instruments - -
Other Trading Assets - -
Loans and Advances to MFIs & Cooperatives - -
Loans and Advances to Customers 4,753,508,034.07 4,582,448,791.87
Investment Securities 1,000,000.00 1,000,000.00
Current Tax Assets 19,841,081.31 15,679,220.93
Investment Property - -
Property and Equipment 28,961,127.80 29,696,059.29
Goodwill and Intangible Assets 954,515.94 840,941.92
Deferred Tax Assets 22,166,947.68 22,166,947.68
Other Assets 28,493,645.14 28,352,790.32
Total Assets 5,285,630,184.56 4,955,069,336.42
Liabilities
Due to Bank and Financial Institutions - -
Due to Nepal Rastra Bank - -
Derivative Financial Instruments - -
Deposits from Customers 1,707,387,578.27 1,645,473,375.53
Borrowings 2,695,170,726.34 2,420,086,036.55
Current Tax Liabilities - -
Provisions 6,073,892.12 8,178,064.88
Deferred Tax Liabilities - -
Other Liabilities 234,479,339.40 246,642,938.70
Debt Securities Issued - -
Subordinated Liabilities - -
Total Liabilities 4,643,111,536.13 4,320,380,415.66
Equity
Share Capital 322,378,585.20 322,378,585.20
Share Premium -
Retained Earnings 7,587,532.99 26,466,702.56
Reserves 312,552,530.23 285,843,633.00
Total Equity 642,518,648.42 634,688,920.75
5,285,630,184.56 4,955,069,336.42

Total Liabilities and Equity
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Mahuli Laghubitta Bittiya Sanstha Limited
Condensed Statement of Profit or Loss
For the Quarter ended Poush 29, 2081

Amt in NPR (in Full Figure)

Current Year Previous Year Corresponding
Particulars . Upto This . Upto This
This Quarter Quarter (YTD) This Quarter Quarter (YTD)
Interest Income 165,010,41788 341,749,69616 151,730,65627 307,205,72191
Interest Expense 84,590,922.38 176,895,570.42 | 90,519,095.55 184,883,994.80
Net Interest Income 80,419,49550 164,854,12574 61,211,56072 122,321,72711
Fee and Commission Income 13,598,54350 21,414,654.10 10,066,22291 26,806,00545
Fee and Commission Expense 1,080,243.00 1,080,243.00 - -
Net Fee and Commission Income 12,518,30050 20,334,41110 10,066,22291 26,806,00545
Net Interest, Fee and Commission Income 92,937,796.00 185,188,536.84 71,277,783.63  149,127,732.56
Net Trading Income - - - -
Other Operating Income (19,984.17) -] 6,800,080.49  10,793,555.18
Total Operating Income 92,017,811.83 185,188,536.84 | 78,077,864.12 159,921,287.74
Impairment Charge/ (Reversal) for Loans 28,308,928.31 58,259,400.42 7,176,098.00 11,856,814.23
and Other Losses
64,608,883.52 126,929,136.42 70,901,766.12 148,064,473.51

Net Operating Income

Operating Expense

Personnel Expenses 39,310,695.28  87,754,796.21 | 44,491,463.70 87,606,699.19
Other Operating Expenses 11,954,566.05 24,091,964.37 10,201,067.83 21,024,531.82
Depreciation & Amortization 1,186,595.51 2,282,656.91 1,105,998.07 2,128,841.23
Operating Profit 12,157,026.68  12,799,718.93 | 15,103,236.52  37,304,401.28
Non-Operating Income - - - -
Non-Operating Expense - - - -
Profit Before Income Tax 12,157,026.68  12,799,718.93 | 15,103,236.52  37,304,401.28
Income Tax Expense

Current Tax 3,647,108.00 3,839,915.68 4,530,970.96 11,191,320.38

Deferred Tax - -
Profit for the Period 8,509,918.67 8,959,803.25 | 10,572,265.56  26,113,080.89
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Mahuli Laghubitta Bittiya Sanstha Limited
Statement of Comprehensive Income
For the Quarter ended Poush 29, 2081

Amt in NPR (in Full Figure)

Particulars

Current Year

Previous Year Corresponding

Upto This

This Quarter Quarter (YTD)

Upto This

This Quarter Quarter (YTD)

Profit or Loss for the period
Other Comprehensive Income

8,509,918.67  8,959,803.25

a) Items that will not be reclassified to profit or loss
e  Gains/(losses) from investment in equity

instruments measured at fair value
e  Gains/(losses) on revaluation

e Actuarial gains/(losses) on defined benefit plans -

e Income tax relating to above items

Net other comprehensive income that will not be

reclassified to profit or loss

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

loss
e Gains/(losses) on cash flow hedge

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

e Income tax relating to above items

e Reclassify to profit or loss

Net other comprehensive income that are or may

be reclassified to profit or loss
c) Share of other comprehensive income
accounted as per equity method

of associate

10,572,265.56 26,113,080.89

Other Comprehensive Income for the period, net of 8,509,918.67  8,959,803.25

Income tax

10,572,265.56 26,113,080.89

Total Comprehensive Income for the Period

8,509,918.67  8,959,803.25

10,572,265.56 26,113,080.89

Earnings per Share
Basic earnings per Share
Annualized Basic Earnings Per Share

Diluted earnings per Share

5.56
5.56
5.56

- 16.20
- 16.20
- 16.20
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Mahuli Laghubitta Bittiya Sanstha Limited
For the Quarter ended Poush 29, 2081

Ratios as per NRB Directive

Current Year Previous Year Corresponding

Particulars . Upto This , Upto This

This Quarter Quarter (YTD) This Quarter Quarter (YTD)
Capital fund to RWA 8.87% 12.55%
Non-Performing loan (NPL) to total loan 4.89% 4.64%
Total loan loss provision to total NPL 123.10% 100.77%
Cost of Funds 7.57% 8.97%
Credit to Deposit and borrowing Ratio 111.69% 116.33%
Base Rate 12.82% 14.94%
Interest Rate Spread 7.42% 6.02%

Interim Financial Report Q2 F.Y 2081/82 4



Mahuli Laghubitta Bittiya Sanstha Limited
Statement of Distributable Profit or Loss

For the Quarter ended Poush 29, 2081

(As per NRB Regulation)

Current Year

Previous Year

Particulars

Upto this Qtr YTD

Corresponding Qtr
YTD

Net profit as per statement of profit and loss
Appropriation :

a. General reserve

b. Foreign exchange fluctuation fund

c. Capital redemption reserve

d. Corporate social responsibility fund

e. Employees training fund

f. Client Protection Fund

g.0Others

8,959,803.25

(1,791,960.65)

(89,598.03)

(89,598.03)
13,000.00

26,113,080.89

(5,222,616.18)

(261,130.81)

(261,130.81)

Profit or (loss) before regulatory adjustment

7,001,646.53

20,368,203.09

Regulatory Adjustment :

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

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

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

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

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

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

i. Other (+/-)

Jj. Restructured and Rescheduled Reserve recognized (-)/reversal (+)

(32,823,993.56)

6,943,177.46

(31,105,043.74)

Net Profit for the 2nd Quarter end, 2081 available for Distribution

(18,879,169.57)

(10,736,840.65)

Opening Retained Earning
Adjustment(+/-)
Distribution
Bonus share issued
Cash dividend paid

26,466,702.56

87,131,915.32

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

7,587,532.99

76,395,074.68

Annulised Distributable profit/loss per share

471

47.39
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Mahuli Laghubitta Bittiya Sanstha Limited
Condensed Statement of Changes in Equity
For the Quarter ended Poush 29, 2081

Attributable to Equity-Holders of the Institution

Share Capital General Regulatory Restructured Retained Client CSR Capital Reserve Other Total Equity
Reserve Reserve and Earning Protectio Reserve Reserve
Rescheduled n Fund

Particulars Reserve
Balance as at Shrawan 01, 2080 92,449,965 69,301,345 69,652,322 16,037,340 35,130,029 442,582 3,406,258 (3,546,710) 605,251,717 92,449,965
Profit for the period 32,189,299 69,131,150
Other Comprehensive Income, Net of Tax
Total Comprehensive Income 32,189,299 69,131,150
Contributions from and Distributions to
owners
Share Issued
Share Based Payments
Dividend to Equity-Holders

Bonus Shares Issued

Cash Dividend Paid
Others
Total Contributions by and Distributions - 6,437,860 7,084,264 7,751,657 (21,759,936) (1,850,821) (48,145) - 212,407 (2,172,714)
Balance at Asardh ended 2081 322,378,585 98,887,824 76,385,609 77,403,978 26,466,703 33,279,208 394,438 3,406,258 (3,913,683) 634,688,921
Balance at Shrawan 01, 2081 322,378,585 98,887,824 76,385,609 77,403,978 26,466,703 33,279,208 394,438 3,406,258 (3,913,683) 634,688,921
Profit for the period 8,959,803 8,959,803
Other Comprehensive Income, Net of Tax -
Total Comprehensive Income 8,959,803 8,959,803
Contributions from and Distributions to
owners

Share Issued

Share Based Payments

Dividend to Equity-Holders

Bonus Shares Issued
Cash Dividend Paid

Other )
Total Contributions by and Distributions - 1,791,961 32,823,994 (6,943,177) (18,879,170) (1,040,478) 76,598 - - 1,130,076
Balance at Poush end, 2081 322,378,585 100,679,785 109,209,603 70,460,801 7,587,533 32,238,731 471,036 3,406,258 (3,913,683) 642,518,648
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Mahuli Laghubitta Bittiya Sanstha Limited
Condensed Statement of Cash Flows
For the Quarter ended Poush 29, 2081

Amt in NPR (in Full Figure)

Current Year

Corresponding
Previous Year

Particulars

Upto This Quarter Upto This

(YTD) Quarter (YTD)

CASH FLOWS FROM OPERATING ACTIVITIES
Interest Received 341,749,696.16 631,694,981.71
Fee and Other Income Received 21,414,654.10 54,165,330.68
Dividend Received
Receipts from Other Operating Activities - -
Interest Paid (176,895,570.42) | (374,896,634.05)
Commissions and Fees Paid (1,080,243.00) (3,059,600.00)
Cash Payment to Employees (87,754,796.21) | (176,703,040.99)
Other Expenses Paid (24,091,964.36) (32,967,186.72)
Operating Cash Flows before Changes in Operating Assets and Liabilities 73,341,776.27 98,233,850.63
(Increase) Decrease in Operating Assets
Due from Nepal Rastra Bank B 22,500,000.00
Placement with Banks and Financial Institutions (30,000,000.00) 160,000,000.00
Other Trading Assets
Loans and Advances to banks and financial institutions
Loans and Advances to Customers (229,318,642.62) | (705,459,958.76)
Other Assets (4,302,715.20) (18,652,368.24)
Increase (Decrease) in Operating Liabilities
Due to Banks and Financial Institutions B B
Due to Nepal Rastra Bank - -
Deposit from Customers 61,914,202.74 43,672,063.24
Borrowings 275,084,689.79 433,284,590.22
Other Liabilities (14,267,772.07) |  (23,763,907.80)
Net Cash Flow from Operating Activities before Tax Paid 132,451,538.91 9,814,269.29
Income Tax Paid (3,839,915.68) (17,043,866.90)
Net Cash Flow from Operating Activities 128,611,623.23 (7,229,597 .61)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Investment Securities
Receipts from Sale of Investment Securities
Purchase of Property and Equipment (1,357,329.44) (11,679,452.33)
Receipts from Sale of Property and Equipment
Purchase of Intangible Assets (303,970.00) (226,000.00)
Receipts from Sale of Intangible Assets
Purchase of Investment Properties
Receipts from Sale of Investment Properties
Interest Received
Dividend Received
Net Cash Used in Investing Activities (1,661,299.44) (4,975,833.38)
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CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from Issue of Debt Securities
Repayments of Debt Securities

Receipts from Issue of Subordinated Liabilities
Repayments of Subordinated Liabilities
Received from Merger

Receipt from Issue of Shares

Dividends Paid

Interest Paid

Other Receipts/Payments

(1,130,075.58)

(2,752,095.00)

Net Cash from Financing Activities

(1,130,075.58)

(2,752,095.00)

Net Increase (Decrease) in Cash and Cash Equivalents 125,820,248.21 (21,887,144.94)
Beginning Cash and Cash Equivalents at Shrawan 01, 2081 274,879,584.41 296,766,729.35
Effect of Exchange Rate fluctuations on Cash and Cash Equivalents Held

400,699,832.62 274,879,584.41

Cash and Cash Equivalents at Poush end, 2081
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Mahuli Laghubitta Bittiya Sanstha Limited
Notes to the Interim Financial Statement
For the Quarter ended Poush 29, 2081

1. Reporting Entity

After the successful merger with Nawakiran Laghubitta Bittiya Sanstha, Mahuli Laghubitta Bittiya Sanstha Ltd.
(MLBSL) is now a national level “D” class microfinance institution incorporated under company act 2063. Mahuli
Laghubitta has 64 branches currently in operation with head office at Mahuli, Saptari. It has provided microfinance
facilities to more than 8,0000 members nationwide. Mahuli Laghubitta aims to integrate all social classes of rural
women into one single platform and provides funds for scaling small and medium enterprise activities in all regions of
Nepal. Mahuli Community Development Center (NGO) is the origin of Mahuli Laghubitta getting started financial
activities more than 25 years back. Mahuli is purely working for rural poor women, entrepreneurs’ groups, small
enterprises, and individuals and is more focused on social inclusiveness. The Microfinance is a limited liability company
having its shares listed on NEPSE.

2. Basis of Preparation

2.1.

2.2.

2.3.

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

Statement of Compliance
The Condensed condensed financial statements of the entity have been prepared in compliance with Nepal Financial
Reporting Standards and Nepal Accounting Standards (hereafter referred as NFRS), laid down by the Institute of
Chartered Accountants of Nepal and in compliance with the requirements of the Companies Act, 2063, directive issued
by NRB and all other applicable laws and regulations and amendments thereto.

The disclosure made in the condensed interim financial information’s have been based on the formats prescribed by
Nepal Rastra Bank.

The Interim Financial Statement don’t include all of the information required for a complete set of NFRS condensed
financial statements. However selected explanatory notes are included to explain events and transactions that are
significant to an understanding of the changes in the microfinance's financial position and performance.

Functional and Presentation Currency

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

New Standards issued but not yet effective

Management has issued its assumptions and understandings for the preparation of condensed financial statements under
compliance with NFRS, however, certain interpretations might vary regarding the recognition, measurement and other
related provisions where the standards are not specific and not clear.

Use of Estimates and Judgements

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

Changes in Accounting Policies

The Microfinance applies its accounting policies consistently except where deviations have been explicitly mandated
by the applicable accounting standards.

Significant Accounting Policies

The principal accounting policies applied by the Bank in the preparation of these condensed financial statements are
presented below. These policies have been consistently applied to all the years presented unless stated otherwise. The
most significant areas of assumptions and estimation applied in the application of accounting policies that have the
most significant effect on the amounts recognized in the financial statements are listed hereinafter and their description
follows:

e Fair value of financial instruments
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5.1

5.2.

5.3.

54.

e Classification of financial assets and financial liabilities
e Impairment losses on financial assets

e  Useful economic life of property and equipment

e  Provisions for liabilities, commitments and contingencies

Basis of Measurement
The Condensed financial statements of entity have been prepared on the historical cost basis, except where the standards
require otherwise treatment as follow.

e Investment Securities (investment in equity instruments) are measured at fair value under NFRS 9 ‘Financial
Instrument’.
Cash and Cash Equivalents
The cash and cash equivalents include cash in hand, balances with banks and financial institutions, money at call and
short notice and highly liquid financial assets with original maturity of three months or less from the acquisition date
that are subject to and insignificant risk of changes in their fair values and are used by the microfinance in the
management of its short-term commitments.

Cash and Cash equivalents includes cash in hands, deposits with BFIs and other short-term investments with original
maturities of three months or less.

Financial Assets and Financial Liabilities Recognition

The Microfinance recognizes financial assets and financial liabilities on the date it becomes party to the contractual
agreement (trade date) and recognizes changes in fair value of the financial assets or financial liabilities from that date.

Classification and Measurement
Financial Assets
Financial Assets are classified mainly under amortized cost, fair value through profit or loss and fair value through
OCI. Financial Liabilities are classified at amortized cost or fair value through profit or loss.

5.3.1. Measured at Amortized Cost
Financial assets that are held within a business model whose objective is to hold financial assets in order to collect
contractual cash flows that are solely payments of principal and interest, are subsequently measured at amortized
cost using the effective interest rate (‘EIR’) method less impairment, if any. The amortization of EIR and loss
arising from impairment, if any is recognized in the Statement of Profit and Loss.

5.3.2. Measured at Fair Value through OCI
Assets are categorized under this category if the business model is to obtain the contractual cash flow from the
assets but the contractual cash flow isn’t solely repayment of principal and interest.
Equity Instrument which are not held for trading and initially recognized as held for trading for which the
Microfinance makes an irrevocable election to carry the changes in fair value of the instrument through OCI are
measured at Fair Value through other Comprehensive Income.
5.3.3. Measured at Fair Value through Profit & Loss
The Microfinance classifies the financials assets as fair value through profit or loss if they are held for trading or
designated at fair value through profit or loss.
Any other financial asset not classified as either amortized cost or FVOCI, is classified as FVTPL.

Financial Liabilities
5.3.4. Measured at Fair Value through Profit & Loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss. Upon initial recognition,
transaction cost i.e. 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.
5.3.5. 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.
Derecognition
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The Microfinance derecognizes a financial asset when the contractual rights to the cash flows from the financial asset
expire or it transfers the contractual rights to receive the cash flows from the asset.

A financial liability is derecognized when the obligation specified in the contract is discharged, cancelled or expires.
5.5. Determination of Fair Value
The fair value of a financial instrument is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date.
The Microfinance follows three levels of the fair-value-hierarchy as described below:
Level 1: Quoted (unadjusted) prices for identical assets or liabilities in active markets;
Level 2: Significant inputs to the fair value measurement are directly or indirectly observable or valuations of quoted
for similar instrument in active markets or quoted prices for identical or similar instrument in inactive markets; and
Level 3: Significant inputs to the fair value measurement are unobservable.
Investment in Unquoted Equity Instrument are carried at cost as the market price of such shares could not be ascertained
with certainty at the reporting date.
5.6. Impairment

The microfinance has applied the impairment requirement of NFRS 09 to financial assets measured at amortized cost.
Under NFRS 09, the impairment of financial assets is addressed using an Expected Credit Loss (ECL) model, which
requires entities to estimate the potential losses arising from credit risks over the life of a financial asset. This model
applies to financial assets measured at amortized cost or fair value through other comprehensive income (FVOCI), as
well as lease receivables, trade receivables, contract assets, and certain loan commitments and financial guarantee
contracts. NFRS 09 necessitates recognizing an impairment loss either at a 12-month ECL if there is no significant
increase in credit risk since initial recognition, or at a lifetime ECL if the credit risk has increased significantly.
Recognition and measurement:

5.6.1. The microfinance has applied NAS-16 “property, plant and equipment” for accounting Property, plant and
equipment. The microfinance has applied cost model to all Property, plant and equipment less accumulated
depreciation and impairment losses, if any. Cost includes expenditures directly attributable to the acquisition of
the asset.

5.6.2. Depreciation & Amortization:

The Microfinance depreciates property, plant and equipment following Written Down Value method applying the
Depreciation rates prescribed by Income Tax Act, 2058. The rates used for depreciation of assets for the current
and comparative period of significant items of property, plant and equipment are as follows:

Asset Category Depreciation Rate per
annum

Freehold Buildings 5%

Motor Vehicles 20%

Computer & Accessories 15%

Furnitures & Fixtures 25%

Office Equipment-Core 15%

Office Equipment-Non-Core 25%

5.7. Goodwill and Intangible Assets

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

Intangible assets are recognized separately from goodwill when they are separable or arise from contractual or other
legal rights, and their fair value canbe measured reliably. These intangible assets are recognized at historical cost less
impairment /amortization over their estimated useful life. Intangible Assets, except for goodwill, are amortized on a
straight—line basis in the Statement of Profit or Loss from the date when the asset is available for use, over the best of
its useful economic life based on a pattern in which the asset’s economic benefits are consumed by the Microfinance.
Amortization methods, useful lives, residual values are reviewed at each financial year end and adjusted if appropriate.
The Microfinance assumes that there is no residual value for its intangible assets.
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Asset Category Estimated
Useful Life
Computer Software 5 years

5.8. Tax Expenses
Tax expenses comprises of current tax and deferred tax. Current tax is the income tax expense recognized in the
statement of Profit or Loss, except to the extent it relates to items recognized directly in equity or OCI in which case it
is recognized in equity or in other comprehensive income. Current tax is the amounts expected or paid to Inland
Revenue Department in respect of the current year, using the tax rates and tax laws enacted or substantively enacted on
the reporting date and any adjustment to tax payable in respect of prior years. Deferred tax is recognized on temporary
differences between the carrying amounts of assets and liabilities in the balance sheet and the amounts attributed to such
assets and liabilities for tax purposes.

5.9. Deposits from Members
Deposits from members are initially recognized at fair value, plus for those financial liabilities not at fair value through
profit and loss. The transaction price is considered as the fair value for measuring the deposits. These are classified as
financial liabilities measured at amortized cost.

5.10. Provisions, Liabilities and Contingent Liabilities
A provision is recognized, if as a result of a past event, the Microfinance has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation. The amount recognized is the best estimate of the consideration required to settle the present obligation at
the reporting date, considering the risks and uncertainties surrounding the obligation at that date. Provisions are
reviewed at each reporting date and adjusted to reflect the current best estimate and are reversed if there is no probability
of outflow of resources.

5.11. Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to Microfinance and the
consideration can be reliably measured. The following specific recognition criteria shall also be met for revenue
recognition.

5.12. Interest Income
For all financial instruments measured at amortized cost, interest income or expense is recorded using the Effective
Interest Rate (EIR). The calculation of effective interest rate includes all charges and fee paid or received that are
integral part of the effective interest only if considered material. Such charges are not amortized over the life of the loan
and advances as the income so recognized closely approximates the income that would have derived under effective
interest method and are recognized directly in statement of profit and loss.

5.13. Fees and Commission Income
Fees and commissions are generally recognized on an accrual basis when the service has been provided.

5.14. Dividend Income
Dividend income received from equity shares is recognized in the books when the right to receive the dividend is
established.

5.15. Interest Expenses
Interest expense on all financial liabilities including deposits is recognized in statement of profit or loss using effective
interest rate method. The Microfinance uses ASB carve- outs and treat coupon rate as effective interest rate.

5.16. Employees Benefits

Employee benefits include all forms of consideration given by an entity such as salary, allowances, paid leave, accumulated
leave, gratuity, provident fund and annual statutory bonus in exchange for service rendered by employees for the termination
of employment.
5.17. Defined Contribution Plan
A defined contribution plan is a post-employment plan under which an entity pays fixed contributions into a separate
entity and will have no legal or constructive obligation to pay a further amount. Obligations for contributions to defined
contribution plans are recognized as expense in the profit or loss as and when they are due. The Microfinance operates a
defined contribution plans as provident fund contribution of its employees and defined benefit plans for the Gratuity and
leave payment requirement under its staff rules
5.18. Defined Benefits Plan
A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.
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Gratuity and Leave Benefits are Defined Benefit Plans. The Entity annually measures the value of the promised
retirement benefits for gratuity, which is a Defined Benefit Plan. Actuarial Valuation of Defined Benefit Plan has been
carried out as per the requirement of NAS 19 — Employee Benefits. Gain orloss arising as a result of changes in
assumptions is recognized in other comprehensive income (OCI) in the period in which it arises.

5.19. Leases

Under NFRS 16, a lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental
to ownership of an underlying asset to the lessee. This classification requires the lessee to recognize both a right-
of-use asset and a corresponding lease liability on the balance sheet at the lease commencement date. The lease
liability is measured at the present value of future lease payments, while the right-of-use asset is initially measured
at the lease liability amount, adjusted for lease payments made at or before the commencement date, plus any initial
direct costs. Over the lease term, the right-of-use asset is depreciated, and the lease liability is reduced by lease
payments with interest expense recognized on the liability.
5.20. Share Capital and Reserves

5.20.1.

5.20.2.

5.20.3.

5.20.4.

5.20.5.

5.20.6.

5.20.7.

Share Capital

Financial instruments issued are classified as equity when there is no contractual obligation to transfer cash,
other financial assets or issue available number of own equity instruments. Incremental costs directly
attributable to the issue of new shares are shown in equity as deduction net of taxes from the proceeds.
Dividends on ordinary shares classified as equity are recognized in equity in the period in which they are
declared. Shares issue expenses which can be avoided for the issue was charged in the year of issue of shares
directly through equity and disclosed in the statement of changes in equity. Tax impact is also disclosed
accordingly.

Statutory General Reserves

This is a statutory reserve and is a compliance requirement of NRB, 20% of the net profit as stated in Bank and
financial Institution Act, 2073 and 50% of additional amount of Cash Dividend and Bonus Shares if declared
and distributed in excess of 20% as provisioned in Circular GHA/1/078/79 of NRB Dated 2078/04/11 is set
aside to the general reserve.

Corporate Social Responsibility Fund
This is a reserve which a 1% of net profit is set aside in the fund as per the NRB Directives for the purpose of
corporate social responsibility.

Employee Training Fund

The fund is created for the purpose of employee training. As per the directives to microfinance by NRB, the
microfinance needs to spend at least 3% of last fiscal year’s total personnel expenses for the development and
trainings of the employees. Further if the microfinance couldn’t spend up to the limit of 3%, the shortfall amount
shall be transferred to the Employee Training Fund and shall be used for employee trainings in subsequent
years.

Investment Adjustment Fund

It is a reserve created on investment in equity instrument if the equity doesn’t get listed in Security Market
within 2 years as per the directives issued by NRB.

Regulatory Reserve

The amount that is allocated from profit or retained earnings of the microfinance to this reserve as per the
directives of NRB for the purpose of implementation of NFRS and which shall not be regarded as free for
distribution of dividend shall be presented under this reserve. The regulatory reserve of the microfinance
includes re-measurement adjustments such as interest income recognized against interest receivables,
difference in loan loss provision as per NRB directive and impairment on loan and advance as per NFRS,
amount equals to deferred tax assets, actual loss recognized in other comprehensive income, amount of
goodwill recognized under NFRS, etc.

Client protection fund
Client protection fund is created at 1% of net profit. as per NRB Directives.
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5.20.8. Earnings per Share (EPS) including diluted EPS

Microfinance presents basic and diluted Earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit and loss attributable to ordinary equity holders of the microfinance by the
weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined by
adjusting both the profit and loss attributable to the ordinary equity holders and the weighted average number
of ordinary shares outstanding, for the effects of all dilutive potential ordinary shares such as share options
granted to employees and hybrid capital instruments. The microfinance does not hold any dilutive potential
ordinary shares, and as such the Basic EPS and Diluted EPS are same during reporting period.

6. Segment Reporting

The Management of Microfinance has identified seven geographical segments namely: Province 1, Madhesh Pradesh,
Bagmati Province, Gandaki Province, Lumbini Province, Karnali Province and Sudurpaschim Province as the seven-
operating segment based upon the geographical location of its offices throughout the country. Segment report include
items directly attributable to a segment as well as those that can be allocated on a reasonable basis. The income,
expenses, assets & liabilities that cannot be allocated to aforesaid segment or those related to cluster and head office
are reported under unallocated item. The unallocated items generally comprise of head office assets, head office
expenses, and tax assets and liabilities.
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6.1. Segment Information

6.1.1. Information about reportable segments

Amount ("000)

Koshi Madhesh Bagmati Gandaki
. oo |02 €| Qo |03 €| oo 03 ¢ oo |07 &
rortiutars =3 | 3583 | 33 |538&| 33 (3523 33 |3:8:
T2 2538 €32 25338 L2 25338 L2 2533
(2) | Revenue from external customers 106,186 100,858 164,294 139,218 50,781 44,658 8,941 7,806
(b) | Intersegment revenues ) ) ) ) ) ) ) )
() | Segment profit/(loss) before tax 5,483 28,311 15,989 18,604 (6,085) 6,473 (811) 1,405
(d) | Segment assets 1439433 | 1362070 | 2,250,602 | 1,926,646 704,160 657,593 122,971 111,854
(€) | Segment liabilities 1,092,126 | 1022569 | 1,703,252 | 1,488,362 412,596 369,262 58,221 47,316
Lumbini Karnali Sudurpaschim Unallocated
0 0 0 0
_ P 398 | 22 |25399| Q9 03599 0 O399
Particulars o = o < 23 o 3 o < 23 o I < 23 o I o < 32 =
33 3323 n i 3323 n 3523 53 5323
T2 523 =2 2533 <=2 523 <=2 528
(2) | Revenue from external customers 19,758 13,859 3,884 2,963 6,065 5,201 3,254 30,243
(b) | Intersegment revenues ) ) ) ) ) ) ) )
(©) | Segment profit/(loss) before tax (2,349) 934 (1,420) 4 (1,048) 287 3,042 (18,714)
(d) | Segment assets 277,427 211,374 52,624 45,619 86,654 76,607 351,758 246,517
(e) | Segment liabilities 139,128 99,741 22,457 18,660 48,281 38,730 1,167,050 922,878

e Revenue from external customer includes the total interest revenue and non-interest revenue.
o Intersegment revenue includes revenue from transactions with other operating segments of the microfinance which is null till reporting date.

e Segment Assets and Liabilities includes the assets and liabilities identifiable to a particular segment. Assets and liabilities of head office relatable to segments
are distributed to the extent it is reasonable to do so.

e The result reported include the items directly attributable to a segment.
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7.

10.

11.

6.1.2. Reconciliation of Reportable segment profit or Loss

Amount ("000)

Particulars Current Qtr. Corresponding

Previous Year Qtr.

Total profit before tax for reportable segments 9,758 56,018
Profit before tax for other segments - -
Elimination of inter-segment profit - -
Elimination of discontinued operation - -
Unallocated amounts: 3,042 (18,714)
— Net Other corporate expenses - -
Profit before tax 12,800 37,304

Related Party Disclosure

The microfinance has carried out transactions in ordinary course of business on an arm's length basis at commercial
rates with the parties as per Nepal Accounting Standard (NAS 24- Related Party Disclosure), except for the transactions
that are key managerial personnel have availed under schemes uniformly applicable to all the staffs at concessionary

rates.

7.1.1. Parents and ultimate controlling parties
The microfinance doesn’t have an identifiable parent of its own.

7.1.2. Transactions with Key Managerial Personnel

A. Compensation of Key Managerial Personnel Compensation of Board of Directors

Particulars Amount (NPR)
Meeting Fees Paid 219,500.00
Telephone & Newspaper Expenses 54,000.00
Other Meeting Expenses 56,517.72

Total 330,017.72
B. Compensation of Chief Executive Officer

Particulars Amount (NPR)
Short Term Employee Benefits 758,078.00
Employee Bonus 0.00
Dashain Allowance 73,355.00

Total 831,433.00

Dividend Paid
No dividend has been paid during the period reported.

Issue, Purchase, and Repayment of debt and equity Securities
None.

Events after interim Period

There are no material events after the reporting date affecting financial status of the Microfinance.

Effect of changes in the composition of the entity during the interim period including merger & Acquisition

No such events occurred.
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