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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Suryodaya Womi Laghubitta Bittiya Sanstha
Limited which comprise the Balance Sheet as at 32" Ashad 2079 (16" July, 2022), Income
Statement, Statement of Change in equity and Statement of Cash Flows for the year ended,
and notes to the Financial Statements including the summary of Significant Accounting
Policies.

In our opinion, the accompanying financial statements read with the Significant Accounting
Palicies and Notes to Accounts, present fairly, in all material respect, the financial position of
the Company as at Ashad 32, 2079 (16" July, 2022) and its financial performance and cash
flows for the period from Shrawan 1, 2078 to Ashad 32, 2079, in accordance with NRB
Directives.

Basis for Opinion

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

Other Matter

Suryodaya Womi Laghubitta Bittiya Sanstha Limited has prepared this financial statements
in accordance with the directive issued by Nepal Rastra Bank to Microfinance for the year
ended Ashadh 32, 2079 (16 July 2022). We have separately issued this audit report to the
Shareholders of Suryodaya Womi Laghubitta Bittiya Sanstha Limited.

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

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

In preparing the financial statements, manggemenLE responsible for assessing the company’s
ability to continue as a going concerry@js"‘":' tig,as applicable, matters related to going
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concern and using the going concern basis of accounting unless management either intends to
liquidate the company or to cease operations or has no realistic alternative but to do so.

Auditor’s Responsibility for the Audit of the Financial Statements

Our responsibility is to conduct the audit in accordance with Nepal Standards on auditing and
to issue auditor’s report. However, because of the matters described in the Basis of
Disclaimer of Opinion section of our report, we were not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on these financial statements.

We are independent of the company in accordance with The Institute of Chartered
Accountants of Nepal’s (ICAN) Code of Ethics for Professional Accountants together with
the ethical requirements that are relevant to our audit of the financial statements in Nepal and
we have fulfilled our ethical responsibilities in accordance with these requirements and
ICAN’s Code of Ethics for Professional Accountants.

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 NSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

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

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

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

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

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

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

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

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

Report on the Legal and Regulatory Requirements

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 and the returns received
from the branch offices, though the statements are independently not audited were adequate
for the purpose of the audit.

[n our opinion, the Financial statements have been prepared in accordance with the
requircments of the Companies Act, 2063 and are in the agreement with the books of
accounts maintained by the Institution.

To the best of our information and according to the explanations given to us, in the course of

the depositors and investors; the capital fund and risk bearing fund were adequatcly
maintained; loans have been provisioned and written off as specified; the business of the
[nstitution was conducted satisfactorily and the Institution’s transactions were found to be
within the scope of its authorities. We did not come across the cases where the Board of
directors or any office bearers of the Institution has acted contrary to the provision of law or
cause loss or damage to the Institution or committed any misappropriation or violated the
directives of Nepal Rastra Bank.

For P.J. P.N. & Co.
Chartered Accountants

Nirdesh
(Partner)

restha, FCA

Date: 2079/11/27
Place: Kathmandu, Nepal
UDIN: 230313CA0080904rHF
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~# Suryodaya Womi Laghubitta Bittiya Sanstha Limited

P J P N G cO GPO Box: 10309, Kathmandu

2" Floor, Shova Complex {behind Kumari Cinema parking)

Kamal Pokhari, Kathmandu, Nepal
Chartered Accountants T 977-1-4428887, F 977-1-4424247

INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Suryvodayva Womi Laghubitta Bittiva Sanstha
Limited which comprise the Statement of financial position as at 32™ Ashad 2079 (16" July,
2022), Statement of Profit or loss, Statement of Other Comprehensive income, Statement of
Change in equity and Statement of Cash Flows for the year ended, and notes to the Financial
Statements including the summary of Significant Accounting Policies.

In our opinion, the accompanying financial statements read with the Significant Accounting
Policies and Notes to Accounts, present fairly, in all material respect, the financial position of
the Company as at Ashad 32, 2079 (16" July, 2022) and its financial performance and cash
flows for the period from Shrawan I, 2078 to Ashad 32, 2079, in accordance with Nepal
Financial Reporting Standards (NFRS).

Basis for Opinion

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

Key Audit matters

Key audit matters are those matters, that in our professional judgment, were most significant
in the audit of the financial statements of the current period. Those matters were addressed in
the context of the audit of the financial statements as a whole, in forming our opinion thereon,
and we do not provide separate opinion on these matters. We have determined the matters
described below to be the key audit matters to be communicated in our report.

S.N Key Audit Matters_ Auditor’s Response !

1 Interest Recognition ,
' The interest income has been recognized on | Our audit approach included clear |
accrual basis and following the interest | understanding of the core banking |
income recognition guidelines issued by | software of the Financial institution |

NRB. Since Interest income is the primary | i.e. how the interest income is accrued
source of revenue of the company, we | regarding the loans and advances.

A Member of
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consider it as a Key Audit Matters.

We have also test checked the interest
income booking  with manual
computation where no deviation was
noticed.

Impairment of loans and advances

As per NAS 39 (carve-out issued by ICAN),
bank shall measure impairment loss on loans
and advances at the higher of:

-  Amount derived as per norms
prescribed by NRB for loan loss
provisioning and;

- Amount determined as per para 63 of
NAS adopting the incurred loss
model

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

As per NAS 39, impairment of loans and
advances should be made on individual
impairment basis for loans and advances that
are individually significant and collective
impairment for homogeneous groups of
loans that are not considered individually
significant.

On individual impairment, amount of the
loss is measured as the difference between
asset’s carrying amount and present value of
the estimated future cash flows. Under
collective impairment, loss is determined
after taking into account the historical loss
experience in portfolios of similar credit risk
and management’s experienced judgement as
to whether economic and credit conditions
are such that actual level of inherent losses at
the reporting date is likely to be greater or
less than suggested by historical experience.

Given the fact that the impairment of loans
and advances under incurred loss model
require assessment of future cash flows as
well historic loss experience of portfolios
and also the impairment of loan loss under
NRB norms require assessment of overdue
status of loans and advances and proper
utilization of loans for intended purpose.
Hence assessment of availability . and

Our audit approach included
reviewing the overdue status of loans
and advances by obtaining data from
the system and matching the same
with NRB report. Sample credit files
were reviewed for the purpose of
assuring the utilization of loan &
advances for the intended purpose,
account movement and account
turnover.

We also assessed the expected future
cash flows on the basis of the
realizable value of collateral securities
based on the management estimate
from the individually significant loans
and advances with the indication of
the impairment of the assets.
Similarly, homogeneous group of
loans were assessed on the basis of
nature and purpose of loans and data
of historical loss experience in the
portfolios were assessed on the basis
of the past due date from the system
as well as data of loan loss provision
of the defined group in the past.

%0
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited

accuracy of required data for impairment of
loans and advances under incurred Iloss
model as well as under NRB provisioning
norms is regarded as a key audit matter.

Other Matter

Suryodaya Womi Laghubitta Bittiya Sanstha Limited has prepared this financial statements
in accordance with Nepal Financial Reporting Standard (NFRS) for the year ended Ashadh
32, 2079 (16 July 2022). We have separately issued this audit report to the Shareholders of
Suryodaya Womi Laghubitta Bittiya Sanstha Limited.

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

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

In preparing the financial statements, management is responsible for assessing the company’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 company or to cease operations or has no realistic alternative but to do so.

Auditor’s Responsibility for the Audit of the Financial Statements

Our responsibility is to conduct the audit in accordance with Nepal Standards on auditing and
to issue auditor’s report. However, because of the matters described in the Basis of
Disclaimer of Opinion section of our report, we were not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on these financial statements.

We are independent of the company in accordance with The Institute of Chartered
Accountants of Nepal’s (ICAN) Code of Ethics for Professional Accountants together with
the ethical requirements that are relevant to our audit of the financial statements in Nepal and
we have fulfilled our ethical responsibilities in accordance with these requirements and
ICAN’s Code of Ethics for Professional Accountants.

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 NSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

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

«1
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited

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

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

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

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

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

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

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

Report on the Legal and Regulatory Requirements

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 and the returns received
from the branch offices, though the statements are independently not audited were adequate
for the purpose of the audit.

In our opinion, the Financial statements have been prepared in accordance with the
requirements of the Companies Act, 2063 and are in the agreement with the books of
accounts maintained by the Institution.

To the best of our information and according to the explanations given to us, in the course of
the depositors and investors; the capital fund and risk bearing fund were adequately
maintained: loans have been provisioned and written off as specified; the business of the
Institution was conducted satisfactorily and the Institution’s transactions were found to be
within the scope of its authorities. We did not come across the cases where the Board of
directors or any office bearers of the Institution has acted contrary to the provision of law or

D
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cause loss or damage to the Institution or committed any misappropriation or violated the
directives of Nepal Rastra Bank.

For P. J. P. N. & Co.
Chartered Accountants

Nirdesh Shrestha, FCA
(Partner)

Date: 2079/11/27
Place: Kathmandu, Nepal
UDIN: 230313CA008090yVOI
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited
Statement of Financial Position
As on 2079 Ashadh 32

Amount in NPR

As at As at As at
32.03.2079 31.03.2078 01.04.2077
PARTICULARS NOTES (RESTATED) (RESTATED)
ASSETS
Cash and Cash equivalent 4.1 522,543,366 173,186,265 158,485,916
Statutory Balances and Due from Nepal Rastra Bank 4.2 54,095,001 20,363,253 10,329,000
Placement with Bank & Financial Institutions 4.3 - - -
Derivative Financial Instruments 4.4 - - -
Other Trading Assets 4.5 - - -
Loan and Advances to MFIs & Cooperatives 4.6 - - -
Loans and Advances to Customers 4.7 10,860,898,249 4,457,833,468 2,243,006,212
Investment Securities 4.8 22,000,000 1,000,000 1,000,000
Current Tax Assets 4.9 - - 8,306,057
Investment Property 4.10 - - -
Property and Equipment 4.11 112,539,464 32,888,787 25,868,406
Goodwill and Intangible assets 4.12 860,501,657 142,920,170 117,961,278
Deferred Tax Assets 4.13 19,515,133 16,948,453 -
Other Assets 4.14 14,646,393 11,698,992 4,047,296
TOTAL ASSETS 12,466,739,263 4,856,839,387 2,569,004,165
LIABILITIES
Due to Bank and Financial Institutions 4.15 - - -
Due to Nepal Rastra Bank 4.16 - - -
Derivative Financial Instrument 4.17 - - -
Deposits from Customers 4.18 4,279,829,547 1,635,066,754 866,329,810
Borrowing 4.19 5,706,412,733 2,129,190,110 974,037,333
Current Tax Liabilities 4.9 1,083,858 8,644,774 -
Provisions 4.20 - - -
Deferred Tax Liabilities 4.13 11,130,178
Other Liabilities 4.21 234,499,105 248,454,597 113,324,132
Debt Securities Issued 4.22 - - -
Subordinated Liabilities 4.23 - - -
TOTAL LIABILITIES 10,221,825,245 4,021,356,234 1,964,821,454
EQUITY
Share Capital 4.24 791,984,790 411,944,400 277,848,000
Share Premium - - -
Retained Earnings 202,045,819 88,000,858 12,413,026
Reserves 4.25 1,250,883,409 335,537,895 313,921,686
TOTAL EQUITY 2,244,914,018 835,483,152 604,182,711
TOTAL LIABILITIES & EQUITY 12,466,739,263 4,856,839,387 2,569,004,165
Contingent Liabilities and Commitment 4.26 61,521,281 86,982,754 101,121,098
Net assets value per share 283.45 202.81 217.45
As per our report on even date
Hari Prasad Sigdel Pramesh Acharya Moscha Prasad Pangeni Ananta Kumar Shrestha
Head, Account & Fund Management Deputy Cheif Executive Officer Cheif Executive Officer Director
g?:sggia Kumar Prasai gzlrciecllglrar Sapkota gﬁse}é?(?rRaJ Silwal Eaiizcstléerlrma Nirdesh Shrestha, FCA
Partner
PJ.PN and Co.

Dr. Bharat Singh Thapa
Director

Date: 2079.11.27
Place: Mahalaxmi-4, Lalitpur

Bindiya Shrestha Pradhan
Chairman

Chartered Accountants
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited
Statement of Profit or Loss
For the year ended 32nd Ashadh 2079

Amount in NPR

Current Previous
Particulars Notes Year Year
Interest Income 4.27 1,078,077,741 514,989,136
Interest Expense 4.28 563,811,039 190,221,298
Net Interest Income 514,266,702 324,767,838
Fee and Commission Income 4.29 73,313,767 72,074,454
Fee and Commission Expense 4.30 - -
Net Fee and Commission Income 73,313,767 72,074,454
Net Interest, Fee and Commission Income 587,580,469 396,842,292
Net Trading Income 431 - -
Other Operating Income 4.32 677 13,193
Total Operating Income 587,581,146 396,855,485
Impairment charge/(reversal) for loans and other losses 4.33 (43,217,948) 31,260,601
Net Operating Income 630,799,094 365,594,885
Operating Expense
Personnel Expenses 4.34 277,443,198 136,655,850
Other Operating Expenses 4.35 67,476,013 43,120,337
Depreciation & Amortization 436 24,232,257 4,376,698
Operating Profit 261,647,626 181,442,000
Non Operating Income 4.37 - -
Non Operating Expense 4.38 - -
Profit before Income Tax 261,647,626 181,442,000
Income Tax Expense 4.39 -
Current Tax 64,978,491 76,003,718
Deferred Tax (Income)/Expense 7,871,704 (22,589.,460)
Profit for the year 188,797,431 128,027,742
Profit Attributable To:
Equity Holders Of The Financial Institution 188,797,431 128,027,742
Profit For The Year 188,797,431 128,027,742
Earnings Per Share
Basic Earnings Per Share 23.84 33.05
Basic Earning Per Share Restatement Due to Bonus Share 0.00 16.68
Diluted Earnings Per Share 23.84 33.05

Hari Prasad Sigdel
Head, Account & Fund Management

Pramesh Acharya

Moscha Prasad Pangeni Ananta Kumar Shrestha
Deputy Cheif Executive Officer

Cheif Executive Officer Director

Narendra Kumar Prasai Gudakhar Sapkota Krishna Raj Silwal Tara Sharma .
Director Director Director Director Nirdesh Shrestha, FCA
Partner
PJ.PN and Co.

Dr. Bharat Singh Thapa Bindiya Shrestha Pradhan
Director Chairman

Date: 2079.11.27
Place: Mahalaxmi-4, Lalitpur

Chartered Accountants

Y qq 34t aiffes ufddga 200¢/0oue




#/ Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Statement of Comprehensive Income
For the year ended 32nd Ashadh 2079

Current Previous
Particulars Notes Year Year
Profit For The Year 188,797,431.09 128,027,741.82
Other Comprehensive Income, Net Of Income Tax
A) Items That Will Not Be Reclassified To Profit Or Loss 1,426,344.50 (2,183,619.20)
Gains/(Losses) From Investments In Equity Instruments Measured At Fair Value
Gains/(Losses) On Revalation
Acturial Gains/(Losses) On Defined Benefit Plans 2,037,635.00 (3,119,456.00)
Income Tax Relating To Above Items (611,290.50) 935,836.80
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 - -
Gains/(Losses) On Cash Flow Hedge
Exchange Gains/(Losses) (Arising From Translating Financial Assets Of Foreign
Operation)
Income Tax Relating To Above Items
Reclassify To Profit Or Loss
Net Other Comprehensive Income That Are Or May Be Reclassified To Profit Or Loss 1,426,344.50 (2,183,619.20)
Other Comprehensive Income For The Year, Net Of Income Tax 1,426,344.50 (2,183,619.20)
Total Comprehensive Income For The Year 190,223,775.59 125,844,122.62

Hari Prasad Sigdel
Head, Account & Fund Management

Narendra Kumar Prasai

Director

Dr. Bharat Singh Thapa

Director
Date: 2079.11.27

Pramesh Acharya

Moscha Prasad Pangeni
Deputy Cheif Executive Officer

Cheif Executive Officer

Gudakhar Sapkota

Krishna Raj Silwal
Director

Director

Bindiya Shrestha Pradhan
Chairman

Place: Mahalaxmi-4, Lalitpur

Ananta Kumar Shrestha
Director

Tara Sharma
Director

Nirdesh Shrestha, FCA

Partner
PJ.PN and Co.

Chartered Accountants
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Statement of Cash Flows

For the year ended 32nd Ashadh 2079

As at As at
Particulars 31.03.2079 31.03.2078
CASH FLOWS FROM OPERATING ACTIVITIES
Interest Received 1,036,412,286 514,989,136
Fees And Other Income Received 73,313,767 72,074,454
Divided Received - -
Receipts From Other Operating Activities
Interest Paid 729,175,811 112,237,225
Commission And Fees Paid - -
Cash Payment To Employees 262,613,319 97,017,709
Other Expense Paid 13,034,562 36,084,800
Operating cash flows before changes in operating assets and liabilities 104,902,360 341,723,855

(Increase)/Decrease In Operating Assets

Statutory Balances and Due From Nepal Rastra Bank
Placement With Bank And Financial Institutions

Other Trading Assets

Loan And Advances To Bank And Financial Institutions
Loans And Advances To Customers

(33,731,748)

(1,037,690,205)

(10,034,253)

(1,349,357,918)

Other Assets 16,020,602 1,006,199
Increase/(Decrease) In Operating Liabilities

Due To Bank And Financial Institutions - -
Due To Nepal Rastra Bank - -
Deposit From Customers 812,965,043 342,118,055
Borrowings 412,414,415 720,288,817
Other Liabilities (104,792,016) (7,717,986)
Net cash flow from operating activities before tax paid 170,088,451 38,026,769

Income Tax

(92,653,501)

(65,319,531)

NET CASH FLOW FROM OPERATING ACTIVITIES (A)

77,434,950

(27.,292,762)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase Of Investment Securities

Receipts From Sale Of Investment Securities
Purchase Of Property And Equipment

Receipt From The Sale Of Property And Equipment
Purchase Of Intangible Assets

Receipt From The Sale Of Intangible Assets
Purchase Of Investment Properties

Receipt From The Sale Of Investment Properties
Interest Received

Dividend Received

Other Received

(10,670,000)
117,897
(226,000)

279,800,152

(3,235,755)
40,000
(68,125)

43,014,654

NET CASH USED IN INVESTING ACTIVITIES (B)

269,022,048

39,750,774

CASH FLOWS FROM FINANCING ACTIVITIES
Receipt From Issue Of Debt Securities

Repayment Of Debt Securities

Receipt From Issue Of Subordinated Liabilities
Repayment Of Subordinated Liabilities

Receipt From Issue Of Shares

Dividends Paid

Interest Paid

Other Receipt/Payment

2,900,102

2,242,335

NET CASH FLOWS FROM FINANCING ACTIVITIES (C)

2,900,102

2,242,335

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS

349,357,101

14,700,348

Cash and cash equivalents at Shrawan 1
Effect of exchange rate fluctuations on cash and cash equivalents held

173,186,265

158,485,916

Cash and cash equivalents at Asar end

522,543,366

173,186,265

Hari Prasad Sigdel Pramesh Acharya Moscha Prasad Pangeni Ananta Kumar Shrestha
Head, Account & Fund Management Deputy Cheif Executive Officer Cheif Executive Ofhcer Director
Narendra Kumar Prasai Gudakhar Sapkota Krishna Raj Silwal Tara Sharma

Director Director Director Director
Dr. Bharat Singh Thapa Bindiya Shrestha Pradhan
Director Chairman

Date: 2079.11.27
Place: Mahalaxmi-4, Lalitpur

Nirdesh Shrestha, FCA
Partner

PJ.PN and Co.
Chartered Accountants
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7/ Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Suryodaya Womi Laghubitta Bittiya Sanstha Limited
Statement of Distributable Profit/Loss
For the Year Ended 32 Asar 2079

(As per NRB Regulation)
Amount in NPR
As at As at
Particulars 32.03.2079 31.03.2078
Opening Balance of Retained Earnings 88,000,858 12,413,026
Adjustments
a. Dividend Paid - -
b. Bonus Shares Issued - (82,388,880)
c. Share Issue Expenses - -
d. Transfer from CSR Fund - -
e. Transfer from Employee Training Fund - -
f. Acquisition of Suryodaya/Grameen Laghubitta - 25,152,182
g. Transfer From Deferred Tax Reserve - -
Balance in Retained Earnings after aforementioned Adjustments 88,000,858 (44,823,673)
Net profit or (loss) as per statement of profit or loss 188,797,431 128,027,742
Appropriations:
a. General Reserve 37,759,486 34,924,144
b. Foreign Exchange Fluctuation Fund
c. Capital Redemption Reserve
d. Corporate Social Responsibility Fund 1,887,974 1,746,207
e. Employees' Training Fund
1. Client Protection Fund 1,887,974 1,746,207
g. Other
Profit or (loss) before regulatory adjustment 235,262,854 44,787,511
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) (29,165,819)
b. Short loan loss provision in accounts (-)/reversal (+)
c. Short provision for possible losses on investment (-)/reversal (+)
d. Short loan loss provision on Non Banking Assets (-)/reversal (+)
e. Deferred tax assets recognized (-)/ reversal (+) (4,051,216) (3,379,629)
- Goodwill recognized (-)/ impairment of Goodwill (+)
g. Bargain purchase gain recognized (-)/reversal (+)
h. Actuarial loss recognized (-)/reversal (+)
i. Other (+/-) 46,592,976
Distributable Profit or (Loss)/(Closing Balance of Retained Earnings) 202,045,819 88,000,858
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2.1.

2.2.

Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Reporting Entity

Suryodaya Womi Laghubitta Bittiya Sanstha Limited (‘the Microfinance') is domiciled and incorporated in
Nepal as a D Class licensed financial institution as per Bank and Financial Institution Act, 2063. Microfinance
is a limited liability company registered in Office of the Company Registrar with the name of "'Womi Laghubitta
Bittiya Sanstha Limited' on 2068/02/26. The microfinance obtained license to carry out the financial transactions
on 2068/11/25 from Nepal Rastra Bank.

Microfinance acquired Nagarik Laghubitta on FY 2076.77 and Grameen Laghubitta on FY 2077.78. The
microfinance started joint operation after acquisition of Suryodaya Laghubitta Bittiya Sanstha Limited on
2078.12.19 and was named 'Suryodaya Womi Laghubitta Bittiya Sanstha Limited'. Initially the microfinance was
provided with license to carry out financial transactions within 10 districts of Nepal. However, the microfinance
obtained license as a National Level Organization on 2075.09.02.

The Microfinance having its shares listed on Nepal Stock Exchange with trading code “SWMF” after issuing
its shares to the general public on Fiscal Year 2072/73. The microfinance has been promoted by name of major
promoter entities and several reputed persons. Initially the microfinance was operating from its Registered Office
at Khanikhola, Dhading which was later transferred to Banepa-13, Kavrepalanchowk.

Having approval to operate at National Level, by the end of Ashadh 2079 the microfinance was operating in 54
Districts with its 191 branches. During this fiscal year the microfinance has merged Suryodaya Laghubitta Bittiya
SansthaLtd and serving through 191 total branches by the end of this fiscal year. With the aim of improving access
to financial services of the poor and marginalized women members, promoting a culture of saving, encouraging
income generation, supporting micro- enterprises development and providing social security services to its
member the microfinance is serving 1,82,731 Households through its 191 branches till the end of this fiscal year.
Being "D" Class licensed institution, major activities of the microfinance include deprived sector lending under
the group guarantee without collateral in order to enhance economic and social factors of the members. Also,
the microfinance provides additional microenterprise loan to its members within the limit as prescribed by Nepal

Rastra Bank from time to time. The major sources of fund are member savings, loan from other BFIs and Equity
holders’ fund.

Basis of Preparation

The financial statements of the Microfinance,have been prepared in accordance with Nepal Financial Reporting
Standard (NFRS) issued by Accounting Standard Board (ASB) and pronounced by Institute of Chartered
Accountants of Nepal (ICAN).

The financial statements are based on theformats mandated by the Directive No. 4 of The Unified Directives,
2078 as made applicable by the Nepal Rastra Bank(NRB).

These financial statements for the year ended 32nd Ashadh, 2079 are the first financial statements of the
microfinance prepared in accordance with NFRS. Reconciliations and description of the effect of the transition
to NFRS fromprevious GAAP is given in Note 5.11 of these financial statement.

Statement of Compliance

The Financial Statements have been prepared in accordance with Nepal Financial Reporting Standards (NFRS)
as published by the Accounting Standards Board (ASB)-Nepal and pronounced by the ICAN and in the format
issued by NRB in directives No.4 of NRB Directive 2078.

Reporting Period and Approval of Financial Statements

The microfinance follows Nepalese financial year based on Nepali calendar starting from 1* Shrawan and ending
on last day of Ashadh.

These financial statements consist three Statement of Financial Position as of 32nd Ashadh 2079, 31st Ashadh
2078 and 31st Ashadh 2077 as required by NFRS-1, First-Time Adoption of NFRS. The microfinance has also
presented two Statement of Profit or Loss and Statement of Other Comprehensive Income, two statements of
Changes in Equity and two Statements of Cash Flows for the year ended as of 32" Ashadh 2079 and 31 Ashadh
2078 along with the necessary and related notes.

The Board of Directors acknowledges the responsibility for the preparation and presentation of financial
statements as per the provision of The Companies Act, 2063.
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v Suryodaya Womi Laghubitta Bittiya Sanstha Limited

These financial statements were authorized for issue by the Board of Directors on meeting held on 11 March
2023 and recommended for the approval by shareholders in the 11" Annual General Meeting of the company.
Functional and Presentation Currency

The financial statements are presented in Nepalese Rupees (NPR) which is the currency of the primary economic
environment in which the Microfinance operates. The financial information presented has been rounded off to
nearest rupee except where otherwise stated.

Use of Estimates, Assumptions and Judgments

The preparation of financial statements requires management to make judgments, estimates and assumptions in
the application of accounting policies that affect the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates. Continuous evaluation is done on the estimation and judgments
based on historical experience and other factors, including expectations of future events that are believed to be
reasonable. Revisions to accounting estimates are recognized prospectively in current and future periods.
Changes in Accounting Policies

The accounting policies are applied consistently to all the periods except where deviations have been explicitly
mandated by the applicable accounting standards presented in the financial statements, including the preparation
of the opening NFRS compliant Statement of Financial Position as at 1* Shrawan, 2078 being the date of transition
to NEFRS.

New Standards Issued but not yet effective

IFRS-9, Financial Instrument which replaces the existing standard relating to Financial Instrument which
providefor the expected credit loss model for the impairment of the financial assets. This statement is neither
issued nor made applicable by the Institute of Chartered Accountants of Nepal (ICAN). Thus, the impairment
of financial assets are measured, presented and disclosed using NAS-39 Financial Instrument-Recognition and
Measurements and NFRS-7 Financial Instrument- Disclosure.

Discounting

The non-current assets and liabilities are discounted whenever the discounting is material and if required by
theNFRS.

Significant Accounting Policies

Basis of Measurement

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

Items Basis of Measurement

Leave Liability Present Value of the defined benefit obligation
Gratuity Liability Present Value of the defined benefit obligation

Cash & Cash Equivalent

The cash and cash equivalents for the purpose of cashflow statement 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. Details of Cash and Cash Equivalents are presented under Note 4.1.
Financial Assets and Financial Liabilities

Recognition

The Microfinance recognizes financial assets and financial liabilities when it becomes a party to the contractual
provisions of the instrument. All financial assets and liabilities are measured at fair value on initial recognition.
Transaction costs in relation to financial assets and financial liabilities, other than those carried at fair value
through profit or loss (FVTPL), are added to the fair value on initial recognition. Transaction costs in relation to
financial assetsand financial liabilities which are carried at fair value through profit or loss (FVTPL), are charged
to the statement of profit or loss.

R
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v Suryodaya Womi Laghubitta Bittiya Sanstha Limited

3.3.2. Classification and Measurement

The financial assets and liabilities are subsequently measured at amortized cost or fair value on the basis of

business model for managing the financial assets and the contractual cash flow characteristics of the financial

assets.

3.3.2.1. Financial assets

Financial assets are classified under three categories as required by NFRS 9, namely:

a. 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 an impairment, if any is recognized in the Statement of Profit or Loss.

b. Measured at fair value through OCI:
Financial assets that are held within a business model whose objective is achieved by both, selling financial
assets and collecting contractual cash flows that are solely payments of principal and interest, are subsequently
measured at fair value through other comprehensive income. Fair value movements are recognized in the
other comprehensive income (OCI).
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.

c. Measured at fair value through profit or 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.

3.3.2.2. Financial Liabilities
Financial liabilities are classified under two categories as required by NFRS 9, namely:
a. Financial liabilities at fair value through profit or 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 is directly attributable to the acquisition are recognized in Statement of Profit
or Loss as incurred.Subsequent changes in fair value are recognized at profit or loss.
b. Financial liabilities measured at amortized cost:
All financial liabilities other than measured at fair value though profit or loss are classified as subsequently
measured at amortized cost using effective interest method.
3.3.3. De-recognition
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.
3.3.4. 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 are 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
beascertained with certainty at the reporting date.
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Impairment
The Microfinance reviews its individually significant loans and advances at each reporting date to assess whether
an impairment loss should be provided in the Statement of Profit or Loss. The Management’s judgement
is extensively used in the estimation of the amount and timing of future cash flows when determining the
impairment loss. These estimates are based on assumptions about a number of factors and hence actual results
may differ, resulting in future changes to the provisions made.
The individual impairment provision applies to financial assets evaluated individually for impairment and
is basedon Management’s best estimate of the present value of the future cash flows that are expected to be
received. Inestimating these cash flows, Management makes judgements about the number of factors including
a borrower’sfinancial situation and the net realizable value of any underlying collateral. Each impaired asset is
assessed on its merits to estimate the recoverable amount of cash flows. A collective impairment provision
is established for:
« groups of homogeneous loans and advances and investment securities which are held-to-maturity, that are

not considered individually significant; and

« groups of assets that are individually significant but that were not found to be individually impaired.
The collective impairment is carried using the statistical modelling such as historical trends of probability of
defaults, timings of recoveries, and current economic and market conditions which may warrant for the loss
being greater than the suggested by the historical trends.
For the purpose of collective assessment of impairment Microfinance has categorized assets into following
broad products as follows:
« Collateral Loan
« Non-Collateral Loan
Carveout adopted for computation of impairment charge
The Microfinance has opted to apply carveout on para 5.5 of NFRS 9 on impairment of financial assets measured
at amortized cost. Accordingly, individual and collective impairment loss amount calculated as per NFRS is
compared with the impairment provision required under NRB directive no. 2. Higher of the amount derived
from these measures is taken as impairment loss for loans and receivables.
Comparison of Impairment as per NFRS and NRB:

Particulars F/Y 2078-79 F/Y 2077-78 F/Y 2076-77
LLP as per NRB Directives 176,620,836 87,855,353 106,041,872
As per NFRS

Individual Impairment 29,699,579 18,249,743 9,649,537
Collective Impairment 157,268,773 134,846,262 80,828,421
Total Impairment as per NFRS 186,968,352 153,096,004 90,477,958

The impairment provision (Loan Loss Provision-LLP) as per NRB Directives is higher for FY 2076.77, while
Impairment as per NFRS is higher in FY 2077.78 and FY 2078.79 and accordingly, the impairment as per NRB
directives has been provided for in the financial statements for FY 2076-77 and as per NERS for FY 2077-78

and 2078-79.

Details of LLP for FY 2078.79 as per NRB Directives

Particulars Insured Loans Uninsured Loans Total
Performing Loans 10,364,664,465 128,873,454 10,493,537,920
Pass Loan 10,197,097,021 127,488,400 10,324,585,420
Watchlist Loan 167,567,445 1,385,055 168,952,499
Non-Performing Loans 352,218,926 69,304,081 421,523,007
Substandard 102,864,988 641,025 103,506,014
Doubtful 136,755,010 2,802,043 139,557,053
Bad 112,598,928 65,861,013 178,459,941
Total Loan 10,716,883,391 198,177,536 10,915,060,927
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Loan Loss Provision

86,908,328

89,712,507

176,620,836

Pass Loan

33,140,565

1,657,349

34,797,915

Watchlist Loan

2,094,593

69,253

2,163,846

Substandard

6,429,062

160,256

6,589,318

Doubtful

17,094,376

1,401,021

18,495,398

Bad

28,149,732

65,861,013

94,010,745

Additional

20,563,615

20,563,615

Trading Assets

Financial assets are classified as trading assets (held for trading) if they have been acquired principally for the
purpose of selling in the near term, or form part of a portfolio of identified financial instruments that are managed
together and for which there is evidence of a recent pattern of short- term profit taking. They are recognized on
trade date, when the Microfinance enters into contractual arrangements with counterparties, and are normally
derecognized when sold. They are initially measured at fair value, with transaction costs taken to profit or loss.
Subsequent changes in their fair values are recognized in profit or loss in ‘Net trading income’. However, the
Microfinance does not have such assets to be recognized as trading assets as on Ashadh end 2079.

Derivative Assets and Derivative Liabilities

Derivative instruments include transactions like interest rate swap, currency swap, forward foreign exchange
contract etc. held for trading as well as risk management purposes. Derivative financial instruments are initially
measured at fair value on the contract date and are subsequently re-measured to fair value at each reporting date.
However, the Microfinance does not have such instruments as on Ashadh end 2079.

Property, Plant and Equipment

Recognitionand measurement: Property, plantand equipment are measured at costlessaccumulated depreciation
and impairment losses, if any. Cost includes expenditures directly attributable to the acquisition of the asset.
Depreciation: 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:

Useful Life Depreciation Rate

58-59 years 5%
10-11 Years 25%
13-14 Years 20%
10-11 Years 25%
10-11 Years 25%
10-11 Years 25%

Amortized Over 5 years on Straight Line Basis

Type of asset
Buildings
Computer & Accessories
Vehicles
Furniture & Fixtures
Equipment & Others - Equipment
Other Assets
Intangible Assets

The Microfinance adopts cost model for entire class of Property, Plant and Equipment. It has not measured any
Property Plant and Equipment at revaluation model and at fair value. The items of Property, Plant and Equipment
are measured at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation of newly acquired assets is charged based upon the date of invoice and assets having acquisition
cost less than NPR. 2,000 has been written down as an expense for the period in the Statement of Profit and
Loss.

Goodwill/Gain on Bargain Purchase on Acquisition of other microfinance institutions

NEFRS 3 Business Combination applies to the Acquisition of the business. The assets and liabilities acquired on
acquisition are recognized at fair value. Normally, the fair value of the assets and liabilities are equivalent to the
book value unless there are land and buildings in the acquired businesses, and they are measured at cost.

The purchase consideration is the value of cash/assets/equity instruments provided to the acquired business’
owners. Consideration is provided for the net assets (assets less liabilities). Any amount of consideration more
than the net assets is recognized as Goodwill. Conversely, if the consideration is less than the net assets of the
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acquired business, the amount is recognized as a gain from the bargain purchase.

Microfinance has acquired three microfinance institutions until the end of FY 2078.79. The considerations are
issued in the form of equity instruments — ordinary shares of microfinance. As per the carve out issued by the
Accounting Standards Board on July 2022, the shares of the microfinance were valued at the valuation per share
provided by the Due Deligience Audit Report and approved by the Annual General Meeting. The net assets
were measured according to the respective book values of assets and liabilities at the date just before the joint
transactions. Accordingly, goodwill was recognized as follows:

Suryodaya Grameen Nagarik Laghubitta

Particulars Laghubltta.Bl.thya Laghubltta. Bthya BlthYa ?anstha
Sanstha Limited Sanstha Limited Limited

(FY 2078.79) (FY 2077.78) (FY 2076.77)
No. of Shares Issued A 2,976,515.10 507,420 700,000
Valuation Per Share for  Purchase
Consideration (in NPR) B it - 198.83 256.60
Total Purchase Consideration (AxB) C 1,090,863,019 100,890,319 179,620,000
Net Assets of Rgspec'ave Institutions on Date D 374,798,612 75,894,182 62,127,265
of Joint Transactions
Goodwill Recognized (C-D) 716,064,406 24,996,137 117,492,735

The goodwill has been recognized with corresponding credit to Regulatory Reserve
Goodwill is measured at cost less any accumulated impairment losses. Goodwill is reviewed for impairment
annually, or more frequently, if events or changes in circumstances indicate that the carrying value may be
impaired.

3.8. Intangible Assets
Intangible assets are recognized separately from goodwill when they are separable or arise from contractual
or other legal rights, and their fair value can be measured reliably. These intangible assets are recognized at
historical cost less impairment / amortization over their estimated useful life.

3.9. Investment Property
Investment properties include land or land and buildings other than those classified as property and equipment
and non-current assets held for sale. It includes assets which are held for capital appreciation or for rental to
others or held for undetermined future use. It also includes land, land and building acquired by the Microfinance
as non-banking assets but not sold as on the reporting date. However, the Microfinance does not have Investment
Property as on Ashadh end.

3.10. Income Tax
Tax expenses comprises of current tax and deferred tax.

3.10.1. Current 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 taxpayable in respect of prior years.

3.10.2. Deferred Tax
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. Deferred tax liabilities are
generally recognized for all taxable temporary differences and deferred tax assets are recognized to the extent
that it is probable that future taxable profits will be available against which deductible temporary differences can
be utilized.
Deferred tax is calculated using the tax rates expected to apply in the periods in which the assets will be realized
or the liabilities settled, based on tax rates and laws enacted, or substantively enacted, by the balance sheet date.
Deferred tax assets and liabilities are offset when they arise in the same tax reporting group and relate to income
taxes levied by the same taxation authority, and when the group has a legal right to offset.
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3.11. Deposit, Debt Securities Issued and Subordinated Liabilities

3.11.1. Deposits

Deposits by members and public depositors 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.
3.11.2. Debt Securities Issued
Debt Securities are initially measured at the fair value less incremental direct cost and subsequently at their
amortized cost using effective interest method except where the bank designates liabilities at fair value through
profit or loss. However, the Microfinance does not have such Debt Securities as on Ashadh end 2079.

3.11.3. Subordinate Liabilities
These are the liabilities subordinated, at the event of winding up, to claims of depositors, debt securities issued
and other creditors. It shall include redeemable preference shares, subordinated notes issued, borrowings etc.
During the reporting period the Microfinance do not have any such liabilities.

3.12. Provisions, other Liabilities 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, taking into account the risks and uncertainties surrounding the
obligationat 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.
The contingent liabilities are the liabilities for which it is uncertain as to whether it will become an obligation
as it depends on the occurrence of an uncertain future event. These amounts are off-balance sheet items and
are disclosed when there is a possible obligation that may but probably will not require an outflow of resources.
A provision for onerous contracts is recognized when the expected benefits to be derived by the Microfinance
from a contract are lower than the unavoidable cost of meeting its obligations under the contract. The
Microfinance does not have such contingent liabilities and onerous contracts as on Ashadh end 2079.

3.13. 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:

3.13.1. Interest Income
For all financial instruments measured at amortized cost, interest bearing financial assets classified as available-
for-sale and financial instruments designated at fair value through profit or loss, interest income or expense
is recorded using the Effective Interest Rate (EIR). EIR is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument or a shorter period, where appropriate,
to the net carrying amount of the financial asset or financial liability. 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
necessary. Such a 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.

The interest income recognized in the statement of profit or loss includes the following:

+ Interest income on financial assets measured at amortized cost calculated on an effective interestrate
method, except for impaired loans and advances. These financial assets include investment in government
securities, investment in NRB Bond and deposit instruments, reverse repos, inter-bank lending, etc.

o As per carve out on NFRS 9 Para 5.4, the Microfinance has not included the fees paid or received in loans
and advances that are immaterial or impracticable to determine reliably the effective interest rate and have
recognized them directly as revenue in the Statement of Profit or Loss.

o As per carve out on NFRS 9, Para 5.4, the Microfinance has applied the effective interest rate to the gross
carrying amount of a financial asset unless the financial asset is written off either partially or fully.

« Interest on investment securities measured at fair value is calculated on effective interest rate.
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« Income on discounted instruments like bills purchased, documents negotiation is recognized over the
period of discounting on accrual basis using effective interest rate.
 Interest income on all trading assets is considered to be incidental to the Group’ trading operations andare
presented together with all other changes in fair value of trading assets and liabilities in net tradingincome.
o Interest income accrued but not received from Performing Loan and Advance till date has been
recognized in the current year interest income.
3.13.2. Fee and Commission Income.
Fees and commissions are generally recognized on an accrual basis when the service has been provided.
3.13.3. Dividend Income.
Dividend income received from equity shares is recognized in the books when the right to receive the dividend
is established.
3.13.4. NetTrading Income.
Net Trading Income includes all gains and losses from changes in fair value, related capital gain/loss and dividend
from financial assets ‘Held for Trading’ Trading expenses are deducted from the trading income and the amount
net of trading expenses are disclosed in statement of profit and loss.
3.13.5. Net Income from Other Financial Instrument at Fair Value Through Profit and Loss.
Net income from other financial instrument measured at fair value through Profit or Loss includes all gains/
(losses) raised from the revaluation of financial instrument at fair value.
3.13.6. Grant Income
Grant income are recognized in Income statement on a systematic basis over the period in which the microfinance
has recognized the expense for the related cost for which the grants are intended to compensate. In the case of
grants related to assets, Deferred Grant Income has been recognized. The amount equal to the depreciation on
the Grant Assets is charged to grant income for the period.
3.14. 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 as mentioned above and treat coupon rate
as effective interest rate.
3.15. Employee Benefits
3.15.1. Short term employee benefits
The Microfinance’s short term employee benefits mainly include wages, salaries, allowances, socials security
expenses, bonuses as provided in the law and other employee related expenses. Short term employee benefits are
measured on an undiscounted basis and are charged to statement of profit and loss as and when the related service
is provided.
3.15.2. Post-Employment employee benefits
3.15.2.1. Defined Contribution Plans
Post-Employment benefits plan under which the microfinance pays a fixed contribution to a separate entity and
has no legal or constructive obligation to pay future amounts are categorized under defined contribution plans.
The contributions to defined contribution plans are recognized in profit or loss as and when the services are
rendered by employees.
Provident Fund
Contribution to Social Security Fund is the defined contribution plan opted for by microfinance. Complying
with The Labor Act, 2074, the microfinance contributes 10% of the Basic salary for Provident Fund, 8.33%
of Basic Salary as Gratuity and 1.40% & 0.27% of basic salary as additional contribution for Accident and
Disability Protection and Dependent Family Protection Respectively as prescribed by Social Security Law of all
the employees to the social security fund.
Any unpaid contribution is recorded as a liability under ‘Other Liabilities’ in Note 4.21.
3.15.2.2. Defined Benefit Plans
A definedbenefitplanisapost-employmentbenefit plan other thanadefined contribution plan. The Microfinance’s
net obligation in respect of defined benefit plans is calculated separately for each plan by estimating the amount
of future benefit that employees have earned in return for their service in current and prior periods. That benefit
is discounted to determine its present value. Any unrecognized past service costs and the fair value of any plan
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assets are deducted. The discount rate is the yield at the reporting date on corporate bonds, that have maturity
dates approximating the terms of the Microfinance's obligation and that are denominated in the currency in
which the benefit is expected to be paid. The defined benefit obligation is recognized on the basis of the report
of qualified actuary using the projected unit credit method. The Microfinance recognizes all actuarial gains and
losses arising from defined benefit plans immediately in OCI and all expenses related to defined benefits plans
in employee benefit are expensed in profit and loss account. When the calculation results in a potential asset for
the group, the recognized assets are limited to the present value of economic benefits available in the form of any
future refunds from the plan or reductions in future contributions to the plan. To calculate the present value of
economic benefits consideration is given to any applicable minimum funding requirements.
Measurements of the net defined benefit liability comprise actuarial gains and losses. The return on plan
assets (excluding interest income) and the effect of the assets ceiling (if any excluding interest) are recognized
immediately in OCI. The Microfinance determines the net interest expense (income) on the net defined
liability (assets) for the period by applying the discount rate used to measure the defined benefit obligation at the
beginning of the annualperiod to the then net defined benefits liability (assets), taking into account any changes
in the net defined benefitliability (asset) during the period as a result of contribution and benefits payments.
Net interest expenses and other expenses related to defined benefit plans are recognized as personal expenses
in Statement of profit and Loss.
Gratuity:
As in case of the staffs recruited earlier to the enforcement of new labour act, gratuity benefits have been
provisioned asper the Employees byelaw of the microfinance as below:
a. To the employee serving more than 5 years to 10 years, half month’s last drawn salary for each year of
service
b. To the employee serving more than 10 years to 15 years, one month’s last drawn salary for each year of
service
c. Tothe employee serving more than 15 years to 20 years, one and half month’s last drawn salary for each year
of service
d. To the employee serving more than 20 years, Two month’s last drawn salary for each year of service
Gratuity provision is made every year by the microfinance under this plan and this is in nature of defined benefit
plan.
Suryodaya Womi Laghubitta Bittiya Sanstha Limited, even though having started making contributions to Social
Security Fund, has ensured the benefits as per the Old Gratuity Scheme mentioned above through the decision by
the board of directors. At the time of retirement of staff who were in the organization before the start of contribution
to the social security fund will be paid the gratuity as per Old Gratuity Scheme less amount contributed to SSF for
gratuity. For staff enrolled in the organization after applicability of SSE, the gratuity as per SSF shall be final.
The actuarial valuators were informed regarding the gratuity and accordingly, gratuity provision has been made as
per the actuarial valuation.

3.15.2.3. Other Long-Term Benefits:

Leave

Other long-term benefits include those payments which are not due within 12 months after the end of the
reporting period.

The microfinance provides accumulated leave benefits under its Employees Byelaw. The Home leave is
accumulatedup to 90 days and there is no limit for the accumulation of sick leave. Accumulated leave benefits
are treated as long term benefit liability. Accumulated leave obligations are calculated based on the actuarial
valuations. The interest costs, current service cost and actuarial gains and losses are all charged to the statement
of profit or loss as required by NAS 19.

3.15.2.4. Concessional Loans to Staffs

Suryodaya Womi Laghubitta Bittiya Sanstha Limited provides concessional loans to the staff with interest
rates pegged to quarterly cost of funds. The staff pay the loans in equated installments with interest based on
cost of funds of the microfinance. As per the requirement of NFRS 9: Financial Instruments, these loans are
measured at amortized cost. Interest Income is measured on market rates which is assumed to be 15%, the rate
the microfinance makes investments in loans and advances to the customers. The interest benefit to the staff
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(differential interest between the interest paid and the market rate) is accounted for in Personnel Expenses
(Note 4.34) as Finance Expenses as per NFRS.
Leases
Microfinance has applied NFRS 16 using the cumulative catch-up approach and therefore comparative
information has not been restated and is presented under NAS 17. The details of accounting policies under both
NAS 17 and NERS 16 are presented separately below.
Policies applicable from 1 Shrawan 2078
Microfinance assesses whether a contract is or contains a lease, at inception of the contract. The Microfinance
Recognizes a right-of-use asset and a corresponding lease liability with respect to all lease arrangements in which
it is the lessee, except for short-term leases (defined as leases with a lease term of 12 months or less) and leases
of low value assets (such as tablets and personal computers, small items of office furniture and telephones). For
these leases, the Microfinance Recognizes the lease payments as an operating expense on a straight-line basis
over the term of the lease unless another systematic basis is more representative of the time pattern in which
economic benefits from the leased assets are consumed. The lease liability is initially measured at the present
value of the lease payments that are not paid at the commencement date, discounted by using the rate implicit
in the lease. If this rate cannot be readily determined, the Microfinance uses its incremental borrowing rate.
Lease payments included in the measurement of the lease liability comprise:

+ Fixed lease payments (including in-substance fixed payments), less any lease incentives receivable.

o Variable lease payments that depend on an index or rate, initially measured using the index or rate at the

commencement date;

o The amount expected to be payable by the lessee under residual value guarantees.

o The exercise price of purchase options, if the lessee is reasonably certain to exercise the options; and

o Payments of penalties for terminating the lease if the lease term reflects the exercise of an option to

terminate the lease.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease
liability (using the effective interest method-assumed to be 9% based on the rate of saving bonds issued by NRB
at the beginning of FY 2078.79) and by reducing the carrying amount to reflect the lease payments made. The
Microfinance remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use
asset) whenever:

o Thelease term has changed or there is a significant event or change in circumstances resulting in a change
in the assessment of exercise of a purchase option, in which case the lease liability is remeasured by
discounting the revised lease payments using a revised discount rate.

o The lease payments change due to changes in an index or rate or a change in expected payment under a
guaranteed residual value, in which cases the lease liability is remeasured by discounting the revised lease
payments using an unchanged discount rate (unless the lease payments change is due to a change in a
floating interest rate, in which case a revised discount rate is used).

o A lease contract is modified, and the lease modification is not accounted for as a separate lease, in which
case the lease liability is remeasured based on the lease term of the modified lease by discounting the
revised lease payments using a revised discount rate at the effective date of the modification.

Microfinance did not make any such adjustments during the periods presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments
made at or before the commencement day, less any lease incentives received and any initial direct costs. They
are subsequently measured at cost less accumulated depreciation and impairment losses.

The Right of Use Assets is presented under ‘Property, Plant and Equipment’ in Note 4.11 and the Lease Liability
is presented under ‘Other Liabilities’ in Note 4.21.

Share Capital and Reserves

3.17.1. Share Capital

Financial instruments issued are classified as equity when there is no contractual obligation to transfer cash,
otherfinancial assets or issue available number of own equity instruments. Incremental costs directly attributable
to theissue 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.
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The shares issue expenses which can be avoided for the issue was charged in the year of issue directly through

equity and disclosed in the statement of changes in equity.
3.17.2. Reserves

The reserve includes regulatory and free reserves.

a) Statutory General Reserves
20% of the net profit as stated in Bank and financial Institution Act, 2073 (BAFIA) 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.
b) Exchange Equalization Reserve
This is statutory reserve created in compliance with BAFIA. 25% of the revaluation on the foreign currency
computed as per regulatory books is set aside to Exchange Equalization Reserve.
¢) Assets Revaluation Reserve
This is a non-statutory reserve and is the requirement in the application of accounting policy for non-
financial assets such as property, equipment, investment property and intangible assets that are measured
following revaluation model. Revaluation reserve often serve as a cushion against unexpected loss but may
not be fully available to absorb unexpected losses due to the subsequent deterioration in the market values
and taxconsequences of revaluation. The microfinance hasn’t followed revaluation model.
d) Capital reserve
Thisis a non-statutory reserve and represents the amount of all the capital nature reserves such as the amounts
arising from share forfeiture, capital grants and capital reserve arising out of business combinations. Funds
in this reserve are not available for distribution of cash dividend but can be capitalized by issuing bonus
shares upon obtaining prior approval from the central bank.
e) Corporate Social Responsibility (CSR) Fund
1% of net profit is set aside in the fund as per the NRB Directives for the purpose of corporate social
responsibility. The movement in CSR Fund is noted below:
Particulars 2078/79 2077/78
Opening Balance of 1% Shrawan 2,116,315 543,534
Add: Acquisition of Suryodaya/Grameen Laghubitta Bittiya Sanstha Limited 2,002,627 160,743
Add: Provision of this F/Y (1% of net profit as per NFRS) 1,887,978 1,746,207
Total (A) 6,006,920 2,450,484

Less: Expense for the F/Y

a. Transfer to Covid Relief Fund

b. Expenses for Social Project Works (402,246) (334,169)

¢. Direct Donation Expenses

Total (B) (402,246) (334,169)
Closing Balance as on Ashadh End (A-B) 5,604,674 2,116,315
f) Actuarial Gain/Loss Reserve
The amount that is allocated from profit or retained earnings of the microfinance both positive or negative
to this reserve as per the directives of NRB for the purpose of implementation of NFRS and which shall not
be regarded as free reserve for distribution of dividend are recorded in this reserve. The reserve includes
actuarial gain/(loss) net of tax on defined benefit plan.
g) Client protection fund

Client protection fund is created at 1% of net profit. In addition to this, 25% of dividend in excess of 20% is
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also allocated to this fund as per NRB Directives. The movement in Client Protection Fund is as follows:

Particulars FY 2078/79 FY 2077/78
Opening Balance of 1% Shrawan 54,301,264 44,457,342
Acquisition of Suryodaya/Grameen Laghubitta Bittiya Sanstha Limited 47,682,083 5,521,210
Addition to the Fund this F/Y
a. Interest Income to the Fund 3,858,240 2,667,441
b. 1% of Net profit as per NFRS of the F/y 1,887,978 1,746,207
c. 25% of dividend more than 20%
d. Amount in Pashu Surakshyan Kosh transferred to Client Protection Fund 154,961
e. Adjustment of Tax on Interest Previously deducted
Total (A) | 107,884,527 54,392,200

Less: Expenses from Fund this Year
" Aostance ontheydoap B RorroyerEhd Guardianof Borrower Toacg p0s53 | (s0930)
b. Members’ Business Promotion and Entrepreneurship development expenses

Total Expenses (B) (710,853) (90,936)
Closing balance as on Ashadh End (A-B) 107,173,674 54,301,264

h) Other reserves
Any other reserve created with specific or non-specific purpose are presented under this by disclosing
account heads.
i) Proposed dividend
The board of the microfinance vide its meeting dated 28 February 2023 has proposed 15% of paid up
capital as bonus share worth NPR 118,797,719 for the Fiscal Year 2078.79. The proposed bonus share
shall be distributed to the shareholders after approval from NRB and upcoming 11" General Meeting of
shareholders.
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 Bank 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.
Segment Reporting
The Microfinance's operating segments are organized and managed separately through the respective
department/business managers according to the nature of products and services provided with each segment
representing a strategic business unit. These business units are reviewed by Chief Executive Officer of the
Microfinance.
The Microfinance has identified seven segments namely: Province 1, Madhesh Province, Bagmati Province,
Gandaki Province, Lumbini Province, Karnali Province and Far West Province as the six operating segment and
the segment report is set out in Notes 5.4.
Segment reports 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 head office are unallocated. The unallocated items generally comprise of headoffice assets, head office
expenses, and tax assets and liabilities. The geographical segment has been identified onthe basis of the
location of the branches in 7 different provinces of the country.
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.1

4.3

4.4

Cash and Cash Equivalent

Particulars 32.03.2079 31.03.2078 01.04.2077
Cash In Hand 130,029 - -
Balances With B/Fis 522,413,337 173,186,265 158,485,916
Money At Call And Short Notice
Other
Total 522,543,366 173,186,265 158,485,916

4.2 Statutory Balances and Due from Nepal Rastra Bank

Particulars 32.03.2079 31.03.2078 01.04.2077
Statutory Balances With NRB 195,000
Statutory Balances With BFIs 53,900,001 20,363,253 10,329,000
Securities Purchased Under Resale Agreement
Other Deposit And Receivable From NRB
Total 54,095,001 20,363,253 10,329,000
Placements with Financial Institutions

Particulars 32.03.2079 31.03.2078 31.03.2077
Placements with Domestic Fls - - -
Less: Allowances for Impairment - - -
Total - - -
Derivative financial Instrument

Particulars 32.03.2079 31.03.2078 31.03.2077
Held For Trading - - -

Interest Rate Swap

Currency Swap

Forward Exchange

Contract

Others

Held For Risk Management

Interest Rate Swap

Currency Swap

Forward Exchange

Contract

Other

Total

3
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.5 Other Trading Assets

Amount in NPR

Particulars

32.03.2079

31.03.2078

01.04.2077

Treasury Bills

Government Bonds

NRB Bonds

Domestic Corporate Bonds

Equities

Other

Total

Pledged

Non-Pledged

4.6 Loan and Advances to MFIs & Cooperatives

Amount in NPR

Particulars

32.03.2079

31.03.2078

01.04.2077

Loans To Microfinance Institutions

Loans To FIs

Loans To Cooperative

Less: Allowance For Impairment

Other

Less: Allowances For Impairment

Total

4.6.1: Allowances for Impairment

Amount in NPR

Particulars

32.03.2079

31.03.2078

01.04.2077

Balance At Shrawan 1

Impairment Loss For The Year:

Charge For The Year

Recoveries/Reversal

Amount Written Off

Balance At Asar End

4.7 Loans and Advances to Customers

Amount in NPR

Particulars

32.03.2079

31.03.2078

01.04.2077

Loan and advances measured at amortized cost

11,047,866,602

4,610,929,472

2,349,048,084

Less: Impairment allowances

Collective impairment

157,268,773

134,846,262

96,392,334

Individual impairment

29,699,579

18,249,743

9,649,537

Net Amount

10,860,898,249

4,457,833,468

2,243,006,212

Loan and advances measured at FVTPL

Total

10,860,898,249

4,457,833,468

2.243,006,212
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.7.1: Analysis of Loan and Advances - By Product
Particulars 32.03.2079 31.03.2078 01.04.2077
Product
Term Loans
Short Term, Term Loan 1,585,199,278 966,048,830 655,692,065
Long Term, Term Loan 9,329,861,649 3,580,651,608 1,630,651,716
Hire Purchase Loans
Personal Residential Loans
Staff Loans 57,329,559 30,418,374 14,819,923
Other
Sub Total 10,972,390,486 4,577,118,812 2,301,163,704
Interest Receivable 75,476,115 33,810,660 47,884,380
Grand total 11,047,866,602 4,610,929,472 2,349,048,084
4.7.2: Analysis of Loan and Advances - By Collateral
Particulars 32.03.2079 31.03.2078 01.04.2077
Secured
Immovable Assets 1,923,965,637 1,082,288,928 780,879,543
Government Guarantee
Collateral Of Government Securities
Collateral Of Fixed Deposit Receipt
Group Guarantee 8,991,095,290 3,464,411,510 1,505,464,238
Personal Guarantee
Other Collateral
Sub Total 10,915,060,927 4,546,700,438 2,286,343,781
Unsecured
Grand Total 10,915,060,927 4,546,700,438 2,286,343,781
4.7.3: Allowances for Impairment
Particulars 32.03.2079 31.03.2078 01.04.2077
Specific Allowances For Impairment
Balance At Shrawan 1 18,249,743 9,649,537
Impairment Loss For The Year:
Charge For The Year 11,449,837 29,699,579 9,649,537
Recoveries/Reversal During The Year - -
Write-Offs
Other Movement
Balance At Asar End 29,699,579 18,249,743 9,649,537
Collective Allowance for Impairment
Balance At Shrawan 1 134,846,262 96,392,334 25,930,438
Impairment Loss For The Year: =
Charge/(Reversal) For The Year (54,667,602) 22,660,395 67,065,442
Other Movement (Acquisition of Laghubitta) 77,090,113 15,793,532 3,396,455
Balance At Asar End 157,268,773 134,846,262 96,392,334
Total Allowances For Impairment 186,968,352 153,096,004 106,041,872
4.8 Investment Securities
Particulars 32.03.2079 31.03.2078 01.04.2077
Investment Securities Measured At Amortized Cost 20,000,000 - -
Investment In Equity Measured At FVTOCI 2,000,000 1,000,000 1,000,000
Total 22,000,000 1,000,000 1,000,000

a4
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.8.1: Investment Securities Measured at Amortized Cost

Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077
Debt Securities
Government Bonds
Government Treasury Bills
Nepal Rastra Bank Bonds
Nepal Rastra Bank Deposits Instruments
Other
Less: Specific Allowances For Impairment
Total - - -
4.8.2: Investment in Equity Measured at Fair Value Through Other Comprehensive Income
Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077
Equity Instruments
Quoted Equity Securities
Unquoted Equity Securities 2,000,000 1,000,000 1,000,000
Total 2,000,000 1,000,000 1,000,000
4.8.3: Information Relating to Investment in Equities
Amount in NPR
Particulars Current Year Previous Year
Cost FairValue Cost Fair Value
Investment in Quoted Equity
........................................... Ltd.
............ shares of Rs. .......each
........................................... Ltd.
............ shares of Rs. .......each
Investment in Unquoted Equity
Nepal Finsoft Company Limited 2,000,000 2,000,000 1,000,000 1,000,000
20,000 Shares of NPR 100 each
Total 2,000,000 2,000,000 1,000,000 1,000,000
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.9

4.10

Current Tax Assets

Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077
Current Tax Assets
Current Year Income Tax Assets 94,165,948 67,358,945 17,568,096
Tax Assets Of Prior Periods
Current Tax Liabilities
Current Year Income Tax Liabilities 95,249,806 76,003,718 9,262,039
Tax Liabilities Of Prior Periods
Total -1,083,858 -8,644,774 8,306,057
Investment Properties
Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077

Investment Properties Measured At Fair Value

Balance As On Shrawan 1

Addition/Disposal During The Year

Net Changes In Fair Value During The Year

Adjustment/Transfer

Net Amount

Investment Properties Measured At Cost

Balance As On Shrawan 1

Addition/Disposal During The Year

Adjustment/Transfer

Accumulated Depreciation

Accumulated Impairment Loss

Net Amount

Total

59
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.12 Goodwill and Intangible Assets

Software

Particulars Goodwill Purchased | Developed Other As’::t;(;ﬂ 'I::gl;;;;r
Cost
As On Shrawan 1, 2077 = 2,407,400 2,407,400 1,765,560
Adjustments 117,492,735 117,492,735
Adjusted/Restated Balance At Shrawan 1, 2077 : 117,492,735 2,407,400 119,900,134 1,765,560
Addition During The Year 68,125 68,125 45,200
Acquisition 395,520 395,520 596,640
Capitalization
Disposal During The Year
Adjustment/ Revaluation 24,996,137 117,492,735
Balance As On Asar End 2078 142,488,871 2,871,045 - - 120,363,779 | 119,900,134
Addition During The Year 226,000 226,000 68,125
Acquisition 3,147,268 3,147,268 395,520
Capitalization - -
Disposal During The Year - -
Adjustment/ Revaluation 716,064,407 716,064,407
Balance As On Asar End 2079 858,553,278 6,244,313 - - 839,801,454 : 120,363,779
A izati irment

A , . 1,938,856 1,938,856 921,276

Amortization Charge For The Year 240,969 240,969 420,941

Acquisition 259,920 259,920 596,640

Impairment For The Year -

Disposals -

Adjustment -

As On Asar End 2078 - 2,439,746 - - 2,439,746 1,938,856

Amortization Charge For The Year

Acquisition 1,554,960 1,554,960 259,920

Impairment For The Year 301,227 301,227 240,969

Disposals

Adjusmtment

As On Asar End 2079 - 4,295,933 - - 4,295,933 2,439,746
r End 2077 117,492,735 468,543 - - 117,961,278 844,284

As On Asar End 2078 142,488,871 431,299 142,920,170 : 117,961,278

As On Asar End 2079 858,553,278 | 1,948,379 860,501,657 i 117,924,034
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.13 Deferred Tax
Current Year
Deffered Tax
Deferred Tax : Deffered Tax Assets/
Particulars Assets Liabilities (Liabilities)
Deferred Tax On Temporary Differences On Following Items
Loan And Advance To B/Fis -
Loans And Advances To Customers 18,206,218 - 18,206,218
Investment Properties -
Investment Securities -
Property & Equipment - 20,822,706 (20,822,706)
Employees' Defined Benefit Plan 16,878,053 - 16,878,053
Lease Liabilities 17,999,092 - 17,999,092
Provisions - - -
Other Temporary Differences - 12,745,525 (12,745,525)
Deferred Tax On Temporary Differences 53,083,364 33,568,231 19,515,133
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 19,515,133
Deferred Tax (Asset)/Liabilities As On Shrawan 1 2078 (16,948,453)
Acqusition of Suryodaya Laghubtitta (11,049,674)
Origination/(Reversal) During The Year (8,482,994)
Deferred Tax Expense/(Income) Recognized In Profit Or Loss 7,871,704
Deferred Tax Expense/(Income) Recognized In Other Comprehensive Income 611,291
Deferred Tax Expense/(Income) Recognized In Directly In Equity -
Previous Year
Deffered Tax
Deferred Tax : Deffered Tax ;| Assets/(Liabilitie
Particulars Assets Liabilities s)
Deferred Tax On Temporary Differences On Following Items
Loan And Advance To B/Fis -
Loans And Advances To Customers 22,416,169 - 22,416,169
Investment Properties -
Investment Securities -
Property & Equipment - 1,234,012 (1,234,012)
Employees' Defined Benefit Plan 8,753,467 - 8,753,467
Lease Liabilities -
Provisions -
Other Temporary Differences - 12,987,171 (12,987,171)
Deferred Tax On Temporary Differences 31,169,636 14,221,184 16,948,453
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 16,948,453
Deferred Tax (Asset)/Liabilities As On Shrawan 1, 2077 11,130,178
Acquisition of Grameen Laghubitta Bittiya Sanstha Limited (331,218)
Origination/(Reversal) During The Year 27,747,413
Deferred Tax Expense/(Income) Recognized In Profit Or Loss (22,589,460)
Deferred Tax Expense/(Income) Recognized In Other Comprehensive Income (935,837)
Deferred Tax Expense/(Income) Recognized In Directly In Equity (4,222,116)
R0 qq 3it aifdd ufddger 200T/0bL
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.14 Other Assets

Particulars

32.03.2079

31.03.2078

01.04.2077

Assets Held For Sale

Other Non Banking Assets

Bills Receivable

Accounts Receivable

1,098,338

806,150

1,148,664

Accrued Income

Prepayments And Deposits

2,440,232

265,911

Income Tax Deposit

Deferred Employee Expenditure

8,674,423

9,479,911

2,363,555

Others

2,433,400

1,147,020

535,077

Total

14,646,393

11,698,992

4,047,296

4.15 Due to Bank and Financial Institutions

Particulars

32.03.2079

31.03.2078

01.04.2077

Settlement And Clearing Accounts

Other

Total

4.16 Due to Nepal Rastra Bank

Particulars

32.03.2079

31.03.2078

01.04.2077

Refinance from NRB

Standing Liquidity Facility

Lender of Last Resort Facility from NRB

Securities Sold under Repurchase Agreements

Other Payables to NRB

Total

4.17 Derivative Financial Instruments

Particulars

32.03.2079

31.03.2078

01.04.2077

Held For Trading

Interest Rate Swap

Currency Swap

Forward Exchange Contract

Others

Held For Risk Management

Interest Rate Swap

Currency Swap

Forward Exchange Contract

Other

Total
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.18 Deposits from Customers

Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077
Institutions Customers:
Term Deposits
Call Deposits
Other
Individual Customers:
Term Deposits 668,440,284 690,695,889
Saving Deposits
Savings From Members 3,593,832,402 937,550,838 866,329,810
Other 17,556,861 6,820,027
Total 4,279,829,547 1,635,066,754 866,329,810
4.19 Borrowing
Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077
Dinaey R
Nepal Government - 937,500.00 1,875,000.00
Other Licensed Institutions 5,434,412,733 2,128,252,610 972,162,333
Other (Nepal Rastra Bank) 272,000,000 - -
Sub total 5,706,412,733 2,129,190,110 974,037,333
g Moy
Foreign Bank and Financial Institutions
Multilateral Development Banks
Other Institutions
Sub total
Total 5,706,412,733 2,129,190,110 974,037,333
4.20 Provisions
Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077

Provisions For Redundancy

Provision For Restructuring

Pending Legal Issues And Tax Litigation

Onerous Contracts

Other

Total

R qq 34t aiffes ufddga 200¢/0oue
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.20.1 Movement in Provision

Amount in NPR

Particulars 32.03.2079 31.03.2078 01.04.2077
Balance At Shrawan 1
Provisions Made During The Year
Provisions Used During The Year
Provisions Reversed During The Year
Unwind of Discount
Balance at Asar end - - -

4.21 Other Liabilities
Amount in NPR

Particulars 32.03.2079 31.03.2078 01.04.2077
Liability For Employees Defined Benefit Obligations 26,454,951 18,962,397 7,223,433
Liability For Long-Service Leave 29,805,227 10,215,828 4,006,976
Short-Term Employee Benefits 3,427,480 6,077,148 58,441
Social Security Fund Payable 14,102,392
Bills Payable - - -
Creditors And Accruals 64,192,081 13,773,979 421,073
Interest Payable On Deposit 8,945 166,218,145 88,137,914
Interest Payable On Borrowing 3,434,944 2,590,516 2,686,674
Liabilities On Deferred Grant Income - - =
Unpaid Dividend - - -
Liabilities Under Finance Lease 59,996,974 - -
Employee Bonus Payable 29,052,761 30,616,583 4,472,251
Other 4,023,349 - 6,317,370
Total 234,499,105 248,454,597 113,324,132

4.21.1 Defined Benefit Obligations

The amounts recognized in the statement of financial position are as follows:

Particulars 32.03.2079 31.03.2078 01.04.2077
Present Value Of Funded Obligations - - -
Total Present Value Of Obligations 26,454,951 18,962,397 7,223,433
Fair Value Of Plan Assets - - -
Present Value Of Net Obligations 26,454,951 18,962,397 7,223,433
Recognized Liability For Defined Benefit Obligations 26,454,951 18,962,397 7,223,433

4.21.2 Plan Assets

Plan assets comprise:

Particulars 32.03.2079 31.03.2078 01.04.2077

Equity Securities

Government Bonds

Bank Deposit

Other

Total

Actual Return On Plan Assets

3 qq 3it aiff> ufddcer 20uc/oue
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.21.3 Movement in the Present Value of Defined Benefit Obligations

Particulars
Defined Benefit Obligations at Shrawan 1
Actuarial Losses/(GAINS)
Benefits Paid By The Plan
Acquisition of Laghubitta Bittiya Sanstha Limited
Current Service Costs and Interest
Defined Benefit Obligations at Asar End

4.21.4 Movement in the Fair Value of Plan Assets

Particulars
Fair Value Of Plan Assets At Shrawan 1
Contributions Paid Into The Plan
Benefits Paid During The Year
Actuarial (Losses) Gains
Expected Return On Plan Assets
Fair Value Of Plan Assets At Asar End

4.21.5 Amount Recognized in Profit or Loss

Particulars
Current Service Costs
Interest On Obligation
Expected Return On Plan Assets
Total

4.21.6 Amount Recognized in Other Comprehensive Income

Particulars
Actuarial (Gain)/Loss
Total

4.21.7: Actuarial Assumptions

Particulars
Discount Rate
Expected Return On Plan Asset
Future Salary Increase
Withdrawal Rate

32.03.2079
18,962,397
(2,037,635)

(370,659)
2,801,585
7,099,263

37,204,050

32.03.2079

32.03.2079
5,412,531
1,686,732

7,099,263

32.03.2079
(2,037,635)
(2,037,635)

32.03.2079
11%
10%
8%

31.03.2078
7,223,433
3,119,456

5,390,365
3,229,143
18,962,397

31.03.2078

31.03.2078
2,584,403
644,740

3,229,143

31.03.2078
3,119,456
3,119,456

Amount in NPR
31.03.2078

9%

10%

8%

¥ qq 34t aiffes ufddga 200¢/0oue
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.22 Debt securities issued

Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077
Debt Securities Issued Designated as at Fair Value Through
Profit or Loss
Debt Securities Issued at Amortized Cost
Total - - -
4.23 Subordinated Liabilities
Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077
Redeemable Preference Shares
Irredeemable Cumulative Preference Shares (Liabilities
Component)
Other
Total - - -
4.24 Share capital
Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077
Ordinary Shares 791,984,790 411,944,400 277,848,000
Convertible Preference Shares (Equity Component Only)
Irredeemable Preference Shares (Equity Component Only)
Perpetual Debt (Equity Component Only)
Proposed Bonus Share
Total 791,984,790 411,944,400 277,848,000
4.24.1: Ordinary shares
Amount in NPR
Particulars 32.03.2079 31.03.2078 01.04.2077
Authorized Capital
40,00,000 Ordinary Shares of Rs. 100 each 400,000,000
50,00,000 Ordinary Shares of Rs. 100 each 600,000,000 600,000,000
Issued capital
27,78,480 Ordinary Shares of Rs. 100 each 277,848,000
41,19,444 Ordinary Shares of Rs. 100 each 411,944,400
49,40,000 Ordinary Shares of Rs. 100 each 494,000,000
Subscribed and paid up capital
27,78,480 Ordinary Shares of Rs. 100 each 277,848,000
41,19,444 Ordinary Shares of Rs. 100 each 411,944,400
79,19,84,19 Ordinary Shares of Rs. 100 each 791,984,790
Total 791,984,790 411,944,400 277,848,000
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.24.2 Ordinary Share Ownership

. 32.03.2079 31.03.2078
Particulars
Percent Amount Percent Amount
Domestic Ownership (Promoter) 70.36 5,572,290 65.61 2,702,682
Nepal Government - - - -
"A" Class Licensed Institutions 1.36 108,000 2.18 90,000
Other Licensed Institutions 0.54 42,901 0.87 35,751
Other Institutions 2.48 196,722 3.98 163,935
Other 65.97 5,224,667 58.58 2,412,996
Domestic Ownership (Public) 29.64 2,347,558 34.39 1,416,762
Nepal Government - - - -
A Class Licensed Institutions - - - -
Other Licensed Institutions - - - -
Other Institutions
Other 29.64 2,347,558 34.39 1,416,762
Foreign Ownership Promoter - - - -
Foreign Ownership Public - - - -
Total 100 7,919,848 100 4,119,444
4.25 Reserves

Particulars 32.03.2079 31.03.2078 01.04.2077
Statutory General Reserve 179,296,254 76,827,184 35,409,724
Capital Reserve
Exchange Equalization Reserve
Investment Adjustment Reserve
Capital Redemption Reserve
Regulatory Reserve 940,818,167 200,829,719 233,243,683
Assets Revaluation Reserve
Fair Value Reserve
Dividend Equalization Reserve
Actuarial Gain (2,589,868) (4,016,212) (1,832,593)
Special Reserve
Debenture Redemption Reserve
Other Reserve - - -
Corporate Social Responsibility Reserve 5,604,670 2,116,315 543,534
Client Protection Fund 107,173,670 54,301,264 44,457,342
Deferred Tax Reserve 19,515,133 4,414,242 1,034,613
Staff Training Fund 1,065,383 1,065,383 1,065,383
Total 1,250,883,409 335,537,895 313,921,686
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4.26 Contingent Liabilities and Commitments

4.26.1

4.26.2

Particulars

32.03.2079

31.03.2078

Contingent Liabilities

Undrawn And Undisbursed Facilities

Capital Commitment

Lease Commitment

61,521,281

86,982,754

Litigation

Others

Total

61,521,281

86,982,754

Capital Commitments

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

Particulars

32.03.2079

31.03.2078

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

Lease Commitments

Particulars

32.03.2079

31.03.2078

Operating Lease Commitments

Future Minimum Lease Payments Under Non Cancellable Operating Lease, Where The
Institution Is Lessee

Not Later Than 1 Year

Later Than 1 Year But Not Later Than 5 Years

Later Than 5 Years

Sub Total

Finance Lease Commitments (Undiscounted)

Future Minimum Lease Payments Under Non Cancellable Operating Lease, Where
Institution

Not Later Than 1 Year

25,581,972

25,461,473

Later Than 1 Year But Not Later Than 5 Years

31,178,691

54,570,308

Later Than 5 Years

4,760,618

6,950,973

Sub total

Grand Total

61,521,281

86,982,754

QW
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4.26.3 Litigation
The microfinance has not been a party to any litigation claims during the fiscal year 2078.79.

4.27 Interest Income

4.28

4.29

4.30

Particulars

FY 2078/79

FY 2077/78

Cash And Cash Equivalent

11,888,325

563,234

Due From Nepal Rastra Bank

Placement With Bank And Financial Institutions

Loan And Advances To Financial Institutions

Loans And Advances To Customers

1,058,674,547

511,321,125

Investment Securities

Loan And Advances To Staff

7,514,870

3,104,777

Other

Total Interest Income

1,078,077,741

514,989,136

Interest Expenses

Particulars

FY 2078/79

FY 2077/78

Due To Bank And Financial Institutions

Due To Nepal Rastra Bank

Deposits From Customers

178,517,393

102,489,256

Borrowing

380,859,963

87,732,042

Debt Securities Issued

Subordinated Liabilities

Other (On Lease Liability)

4,433,684

Total Interest Expense

563,811,039

190,221,298

Fees and Commission Income

Particulars

FY 2078/79

FY 2077/78

Loan Administration Fees

Service Fees

67,541,984

69,241,389

Commitment Fees

Card Issuance Fees

Prepayment And Swap Fees

Remittance Fees

Brokerage Fees

Other Fees And Commission Income

5,771,783

2,833,065

Total Fees and Commission Income

73,313,767

72,074,454

Fees and Commission Expense

Particulars

FY 2078/79

FY 2077/78

Brokerage

ATM Mangement Fees

Visa Master Card Fees

Guarantee Commission Fees

Brokerage

DD/ TT/ Swift Fees

Remittance Fees and Commission

Other Fees and Commission Expense

Total Fees and Commission

Rg
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J Suryodaya Womi Laghubitta Bittiya Sanstha Limited

4.31 Net Trading Income

Particulars FY 2078/79 FY 2077/78
Changes In Fair Value Of Trading Assets = =
Gain/Loss On Disposal Of Trading Assets - -
Interest Income On Trading Assets - =
Dividend Income On Trading Assets - -
Gain/Loss Foreign Exchange Transaction - -
Other - -
Net Trading Income - -

4.32 Other Operating Income

Particulars FY 2078/79 FY 2077/78
Foreign Exchange Revaluation Gain = =
Gain/Loss On Sale Of Investment Securities - -
Fair Value Gain/Loss On Investment Properties - -
Dividend On Equity Instruments = =
Gain/Loss On Sale Of Property And Equipment 677 13,193
Gain/Loss On Sale Of Investment Property - -
Operating Lease Income - -
Gain/Loss On Sale Of Gold And Silver - -
Other - -
Total 677 13,193

4.33 Impairment Charge/ (Reversal) for Loan and Other Losses

Particulars FY 2078/79 FY 2077/78
Impairment Charge/(Reversal) On Loan And Advances To B/Fis - -
Impairment Charge/(Reversal) On Loan And Advances To Customer (43,217,948) 31,260,601
Impairment Charge/(Reversal) On Financial Investment - -
Impairment Charge/(Reversal) On Placement With Banks And Financial Institutions - -
Impairment Charge/(Reversal) On Property And Equipment - -
Impairment Charge/(Reversal) On Goodwill And Intangible Assets - -
Impairment Charge/(Reversal) On Investment Properties - -
Total (43,217,948) 31,260,601

2R
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.34 Personnel Expense

Particulars FY 2078/79 FY 2077/78
Salary 123,538,916 48,170,799
Allowances 87,508,717 45,283,841
Gratuity Expense 7,099,263 3,229,143
Provident Fund - -
SSF 25,206,614 4,970,106
Training & Development Expense 3,976,207 926,008
Leave Encashment 4,968,066 5,120,973
Medical - -
Insurance - -
Employees Incentive 40,500 -
Cash-Settled Share-Based Payments - -
Pension Expense - -
Finance Expense Under NFRSs 3,150,069 1,258,132
Other Expenses Related To Staff 3,173,187 225,202
Subtotal 258,661,538 109,184,205
Employees Bonus 18,781,660 27,471,645
Grand total 277,443,198 136,655,850

4.35 Other Operating Expense

Particulars FY 2078/79 FY 2077/78
Directors' Fee
Directors' Expense
Auditors' Remuneration 400,350 220,350
Other Audit Related Expense 190,575 200,510
Professional And Legal Expense
Technical Service Expenses -
Office Administration Expense 66,885,088 32,238,892
Operating Lease Expense - 10,460,585
Operating Expense Of Investment Properties
Commision & Discount 5
Corporate Social Responsibility Expense
Client Protection Expenses -
Onerous Lease Provisions
Other -
Total 67,476,013 43,120,337
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4.35.1 Office Administration Expense

Amount in NPR
Particulars FY 2078/79 FY 2077/78
Water And Electricity 1,386,007 773,188
Office Rent Expenses
Repair And Maintenance
(A) Building
(B) Vehicle 309,492 548,316
(C) Computer And Accessories 359,696
(D) Office Equipment And Furniture 67,700 800,681
(E) Other 155,849
Insurance 360,908 943,970
Postage, Telex, Telephone, Fax 2,266,834 1,410,696
Printing And Stationery 4,689,469 2,336,611
News Paper, Books And Journals 2 =
Advertisement 138,812 139,024
Donation -
Sahajkarta Expenses 2,200 2,833,989
Deposit And Loan Guarantee Premium -
Travel Allowance And Expense 6,079,193 1,562,819
Loan Security Premium Expenses 32,812,144 11,728,225
Loan Processing Fee Expenses =
Hospitality Expenses - 126,220
Annual/Special General Meeting Expense 337,413 188,347
Bod Meeting Expenses 1,032,754 889,306
Others
(A) Fuel Expenses 5,280,080 1,770,426
(B) Registration & Renewal Expenses 8,280 656,513
(C) Misc.Expenses 40,345 14,536
(D) Transportation Expenses 90,528 92,150
(E) Annual Expenses 21,520 27,642
(F) Wages 1,575,765 30,160
(G) Share Registarar Expenses 941,968 825,326
(H) Legal Expense - 18,645
(I) Merger Expense 3,967,064 319,154
(J) Other Committee Allowance 135,000 -
(K) RTS Expenses 177,918 158,027
(L) Office Expenses 571,568 519,910
(M) Account Closing Expense 411,140 104,250
(N) Bank Charges 118,946 530,054
(O) Technical Service Expenses 2,545,935 1,995,634
(P) Tax Expense 134,870 47,135
(Q) Consultancy Expenses 142,150
(R) Office Khaja Expenses - 847,938
(T) Other Expenses 723,540
Total 66,885,088 32,238,892
4.36 Depreciation & Amortization
Amount in NPR
Particulars FY 2078/79 FY 2077/78
Depreciation On Property And Equipment 23,931,030 4,135,729
Depreciation On Investment Property
Amortization Of Intangible Assets 301,227 240,969
Total 24,232,257 4,376,698
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Notes To Financial Statements For The Year Ending 32 Ashadh, 2079

4.38 Non Operating Expense

Amount in NPR
Particulars FY 2078/79 FY 2077/78
Loan Written Off
Redundancy Provision - -
Expense Of Restructuring
:Total - -
4.39 Income Tax Expense
Amount in NPR
Particulars FY 2078/79 FY 2077/78
Current Tax Expense 64,978,491 76,003,718
Current Year 63,580,607 76,003,718
Adjustments For Prior Years 1,397,884
Deferred Tax Expense 7,871,704 (22,589,460)
Origination And Reversal Of Temporary Differences 7,871,704 (22,589,460)
Changes In Tax Rate
Recognition Of Previously Unrecognized Tax Losses
:Total Income Tax Expense 72,850,195 : 53,414,258 :
4.39.1: Reconciliation of Tax Expense and Accounting Profit
Amount in NPR
Particulars 32.03.2079 31.03.2078
Profit Before Tax 261,647,626 181,442,000
Tax Amount At Tax Rate Of 30% 78,494,288 54,432,600
Add: Tax Effect Of Expenses That Are Not Deductible For Tax Purpose
Disallowed Interest Expenses on Lease Liability : 1,330,105 -
Disallowed Depreciation on Right of Use and Other Assets 4,310,231 (244,029)
Disallowed Leave & Gratuity Expenses as per Actuarial Valuation 1,482,293 2,411,358
Less: Tax Effect On Exempt Income
Add/Less: Tax Effect On Other Items
Profit on Sale of FA accounted separately under Income Tax (203) (3,958)
Offset of Carried Forward Loss of Nagarik Laghubitta (333,095) (333,095)
Tax not applicable on NFRS Adjustments (Refer Note 5.11 (4)) 19,740,842
Loan Loss Provision (16,467,940)
Rental Expenses Allowed on Payment Basis in Tax (5,714,817)
Fees due to Late Submission of Income Tax Return 479,746
Total Income Tax Expense 63,580,607 76,003,718
Effective Tax Rate 24.30% 41.89%
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Disclosure and Additional Information

Risk Management
In particular, the microfinance program provides financial services to the needy and poor households. Since
people in suchhouseholds lack awareness and business skills, one has been very careful while doing financial
transactions with such people. This type of financial service is also more prone to risk as financial services have
to be provided by making the person aware and capable of such services. Therefore, identification of risk has
been carried out and adequate control system has been adopted in order to mitigate such current and possible
future risks in the Microfinance. The robust risk management capabilities are imperative in order to achieve
an effective risk management framework and contain the risks associated with the business, a fully functional
Risk Management Committee is responsible for identifying reporting, controlling and managing credit risk,
operational risk, market risk & liquidity risk. The Risk Management Committee oversees global, macro, micro
and departmental level risk that arise out of daily business operation as well as on periodic basis and are put
to the oversight of Senior Management, Risk Management Committee and the Board committee to discuss the
reports thereon and issue instructions as appropriate.
Risk Management Committee:
The Risk Management Committee is an independent committee of the Board of Directors that has, as its sole
and exclusive function, responsibility for the risk management policies of the Microfinance and oversight of
implementation of risk management framework of Microfinance. The committee assists the Board of Directors
in fulfilling its oversight responsibilities with regard to risk appetite that the Microfinance is able and willing
to assume in its exposures and business activities, risk management, compliance framework, and governance
structure that supports it. It periodicallyreviews the risk management process to ensure its integrity, accuracy,
and reasonableness. It also reviews whether the internal control and risk management system is adequate
or not to ensure well-ordered and prudent conduct of business. The committee is to review the overall risk
management structure and monitor the effectiveness of the riskmanagement system. The Risk Management
Committee comprises of following Members:

S.N. Name Designation
1 Tara Sharma Coordinator
2 Gudakhar Sapkota Member
4 Keshari Raj Niraula Member
5 Ghanashyam Bhattarai Member-Secretary

Risk Governance

Microfinance implemented policies and procedures to mitigate the risk at enterprises level arising to the
microfinanceand has trained risk culture among the employees by establishing ownership mentality, capacity
building programs, well defined job responsibilities and inhabiting good ethical culture. The Risk Management
Committee is responsiblefor the establishment of, and compliance with, policies relating to Operation risk &
Credit risk.

The Microfinance’s risk governance structure is such that the responsibility for maintaining risk within the
Microfinance's risk blanket is dropped down from the Board to the appropriate functional, client business, senior
management and committees. The Board has set policies and procedures of risk identification, risk evaluation,
risk mitigation, and control/ monitoring in line with NRB directives, and has effectively implemented the same.
The effectiveness of the Microfinance’s internal control system is reviewed regularly by the Board, its committees,
seniormanagement, and internal audit committee.

1. Liquidity Risk

Liquidity risk is the risk to meet short term financial demands. This usually occurs due to the inability to convert
a security or hard asset to cash without a loss of capital and/or income in the process. Liquidity risk arises
because of the possibility that the Microfinance might be unable to meet its payment obligations when they fall
due, as a result ofmismatches in the timing of the cash flows under both normal and stress circumstances. Such
scenarios could occur when funding needed for liquid asset positions is not available to the Microfinance on
acceptable terms. Due to lack of liquidity, entities are not able to invest as per the demand of the customer, they
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are not able to repay the savings andother legal obligations on time. Therefore, the microfinance has managed the
liquidity as per its requirement in time to prevent such a situation.
5.1.2. Interest Rate Risk

Interest rate risk is the potential that a change in overall interest rates will reduce the value of a bond or other

fixed- rate investment. The Microfinance will take the following measures to minimize the risk arising from

interest rates:

a. Only assets and liabilities affected by changes in interest rates has been included in the assets and liabilities.

b. When analyzing the difference in the situation where the payment term of assets and liabilities does not
match, the amount of cash balance and non-payment of interest has been included.

¢. In order to manage and minimize the interest rate risk, the Microfinance has prepared quarterly (October,
December, March and mid-]July) details and submitted them to the Supervision Department of Nepal Rastra
Bank within fifteen days after the end of the quarter.

5.1.3. Credit Risk

Credit risk is the probability that any creditor will not be able to repay the loan as per the condition
accepted bythe borrower. Credit is the main wealth or sources of income of any financial institution. The future
of the financial institution is at stake when the borrower is unable to repay the loan borrower had agreed at the
time of taking the loan. Therefore, it is necessary to study the impacting indicators to get information about
the condition of the loan at risk. In order to prevent the loss of the loan invested and to minimize the risks
related to it, Standard loan disbursement procedure is followed to reduce the risk accordingly. Since every
employee involved in the process of approvingthe loan and investing will be assigned a certain responsibility,
the concerned employee will have to invest the loan realizing their responsibility. The following procedures/
practices have been followed:

e Analyze the Requirement and Repayment Capacity for the demanded loan,

e Invest in loans based on disciplinary records of the borrower,

e  Monitor utility of the borrowed fund in the following months of borrowing and ensuring the fund is

utilized forincome generating activities/businesses,

Motivated members to increase savings,

Taking details of the borrower's business and income and expenditure at the time of loan application, for
businessloans,

Taking necessary documents of secured property, if collateral loan,

Classify the loans and arrange the loss provision as per the directives of Nepal Rastra Bank,

Disbursement of loans within the limits prescribed by Nepal Rastra Bank,

Continuously monitor and inspect the loan from the unit manager, branch manager and monitoring
level. Ifthe interest is not paid on time or with delay, the branch should report to the monitoring, the
monitoring to the regional manager and the regional manager to the chief executive officer within 24 hours
with detailed details.

e Inthe monthly performance appraisal of the staffs, a definite score will be given in this title including the title
of loan recovery of the branch to be monitored.

e Each branch will be audited twice a year. While conducting such audit, it is compulsory for Internal
Auditorsto inspect the monthly meetings of few of the units and submit the details observed in meetings
through Audit report, either observed compliance and other discrepancies or not.

5.1.4. Operational Risk

Therisk that arises during the day-to-day operations of an entity is called operating risk. In this program, small but
largenumber of transactions has been done, decentralized working method has been adopted, more focus has
been given on area expansion, priority has been given to cost reduction, Due to lack of integrated information
system, expansion of programs in rural areas with lack of infrastructure and lack of appropriate technology
to provide services as per the needs of the customers, there is always a possibility of operational risk in this
program. The entity has arranged the necessary staff to carry out various responsibilities for daily operations. All
the employees have to carry out theirpost responsibilities in the working process within the policy rules specified
by the entity. But sometimes due to the negligence of the employees and personal interests, the organization is
at risk when it goes beyond the policy rules. This type of risk is likely to reduce the entity's income, the increase
entity's credit risk (Reputation Risk). Since the operational risk is due to internal factors, this risk can be reduced
only if the internal control system is strengthened.

q0% qq 3it aifde ufddger 200c/0be




#/ Suryodaya Womi Laghubitta Bittiya Sanstha Limited

5.1.5. Market Risk
The Microfinance recognizes market risk as the possibility for loss of earnings or economic value to the
Microfinancecaused due to adverse changes in the market level of interest rates or prices of securities (equity),
foreign exchange rates and volatilities of those prices. Microfinance has an Asset Liability Management
Committee (ALCO) which meets periodically to discuss product pricing for deposits and advances and maturity
profiles of assets and liabilities, articulating interest rate, view of Microfinance, funding policy and balance
sheet management. After Understanding the market conditions and demands, the Board and the management
bring programs to suit the potentials and conditions ofthe market, and reduce the risk by providing appropriate
responsibilities to the employees from the top to the bottombased on their capabilities. For this, the internal
control system has been strengthened.
The following has been considered in market analysis:

Information about competitors' services (programs) and interest rates

Attitude of the members towards the organization

Perception of other banks and financial institutions towards this microfinance

Cost of service

Fluctuations from changes in policy rules

Strategies adopted by other organizations to attract their customers
e  Customer dropout/retention rate

5.1.6. Institutional or Strategic Risk
Strategic risk is often a major factor in determining a company's worth, particularly observable if the company
experiences a sharp decline in a short period of time. Due to this and its influence on compliance risk, it is
a leading factor in modern risk management. In order to manage this risk, the following things has been

considered:
e  Strategies has been decided or modified according to the overall economic and social environment of the
country,

«  Keeping abreast of the services provided by their competitors and their status,
« Providing service facilities as much as possible without giving in to the expectations and desires of our
customers

« Adopting appropriate strategies in resource mobilization,

5.1.7. Internal Control Risk
The Board and Management is committed to managing risks and in controlling its business and financial
activities ina manner which enables it to maximize profitable business opportunities, avoid or reduce risks which
can cause loss or reputational damage, ensure compliance with applicable laws and regulations and enhance
resilience to external events. To achieve this, the Board and management has adopted policies and procedures
of risk identification, risk evaluation, risk mitigation and control/monitoring.
The effectiveness of the Company’s internal control system is reviewed regularly by the Board, its Committees,
Management and Internal Audit. The Audit Committee has reviewed the effectiveness of the entity's system
of internal control during the year and provided feedback to the Board as appropriate. The entity has its own
Internal Audit function to maintain independency on the internal control system of institution. The Internal
Audit Department monitors compliance with policies/standards and the effectiveness of internal control
structures across the Company through its program of business/unit audits. The Internal Audit function is
focused on the areas of greatest risk as determined by a risk-based assessment methodology. Internal Audit
reports are quarterly forwarded to the Audit Committee. The findings of all audits are reported to the Chief
Executive Officer and Business Heads for initiating immediate corrective measures.

5.1.8. Compliance Risk
The Microfinance is committed to follow best practices and market standards in the areas of accountability,
transparency and business ethics. It aims for zero tolerance of misconduct. In the day-to-day operations the three
linesof defense model defines the roles and responsibilities for compliance and integrity risk in the Microfinance.
The firstline of defense lies with the respective Microfinance departments and units, which are responsible for
ensuring that compliance risks are identified, understood and reported to the management and to Compliance
Officer. The second line of defense lies with Compliance Officer, which assesses and monitors the compliance
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and integrity risks and coordinates its control activities with the Risk Management Unit. The Chief Compliance
Officer reports to the CEO.Internal Audit Department is the third line of defense. The Compliance function
assists the Microfinance in identifying, assessing, monitoring and reporting on compliance risks in matters
relating to the institution, its operations and the personal conduct of staff members.

5.1.9. Fair value of financial assets and Liabilities
Fair value is a market-based measurement, not an entity specific measurement. For some assets and liabilities,
observable market transactions or market information might be available. For other assets and liabilities,
observable market transactionsand market information might not be available. However, the objective of a fair
value measurement in both cases is the same — to estimate the price at which an orderly transaction to sell
the asset or to transfer the liability would take place between market participants at the measurement date
under current market conditions (i.e., an exit price at the measurement date from the perspective of a market
participant that holds the asset or owes the liability).
Fair values are determined according to the following hierarchy:
Level 1- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access atthe measurement date. Held for trading and available for sale investments have been recorded
using Level 1 inputs.
Level 2- Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability,either directly or indirectly.
Level 3-Level 3 inputs are unobservable inputs for the asset or liability. The following table shows an analysis of
financial instruments recorded at fair value by level of the fair value hierarchy:

2078-79 2077-78
Particulars LevelI| Levelll | Levellll | Levell| Levelll Level ITI
Quoted Equities -
Unquoted Equities
Nepal Finsoft Company Ltd
(20,000 Ordinary Share of NPR.100 Paid up) AN 1,000,000
Quoted Mutual Funds - -
Total 10,00,000 10,00,000

5.2. Capital management

The Microfinance's capital management policies and practices support its business strategy and ensure that it is

adequately capitalized to withstand even in severe macroeconomic downturns. The microfinance is a licensed

institution providing financial services therefore it must comply with capital requirement of Nepal Rastra Bank.
(i) Qualitative disclosures
Nepal Rastra Bank has directed the Microfinance to develop own internal policy, procedures and structures
to manageall material risk inherent in business for assessing capital adequacy in relation to the risk profiles as
well as strategies formaintaining capital levels. This includes basic requirements of having good governance,
efficient process of managing all material risks and an effective regime for assessing and maintaining adequate
capital. The Microfinance BODsapproved risk management policies for proper governance. The Microfinance
has developed a comprehensive ICAAP document which is subject to review every year. The ICAAP has
two major components; first is an internal processto identify, measure, manage and report risks to which
the microfinance is exposed or could be exposed in the future;and second is an internal process to plan and
manage a microfinance’s capital so as to ensure adequate capital. The microfinance prepares the ICAAP report
annually complying with the NRB requirement. The report is reviewed and analyzed by Risk Management
Committee and Board.
(i) Quantitative disclosures
Capital Structure and Capital Adequacy

e Tier 1 Capital and a breakdown of its components:
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Particulars Amount in NPR 32.03.2079

Paid Up Equity Share Capital 791,984,790

Irredeemable Non-Cumulative Preference Shares

Share Premium

Proposed Bonus Equity Shares

Statutory General Reserves 179,296,337

Retained Earnings 202,046,141

Un-Audited Current Year Cumulative Profit

Special Reserve Fund

Capital Adjustment Reserves

Dividend Equalization Reserves

Capital Redemption Reserves Fund

Deferred Tax Reserve 19,515,133

Less: Goodwill*

Less: Intangible Assets

Less: Fictitious Assets

Less: Deferred Tax Assets (19,515,133)

Less: Investment In Equity Of Licensed Financial Institutions

Less: Investment In Equity Of Institutions With Financial Interests

Less: Investment In Equity Of Institutions In Excess Of Limits

Less: Investments Arising Out Of Underwriting Commitments

Less: Purchase Of Land & Building In Excess Of Limit & Utilized

Less: Reciprocal Crossholdings

Less: Other Deductions

Total Tier 1 Capital 1,173,327,268

*Goodwill was created because of NFRS Adjustments and corresponding credit was given to Regulatory Reserve.
The Regulatory Reserve is not a Tier 1 Capital Component and accordingly, goodwill has not been deducted in
computation of Tier 1 Capital above.

e Tier 2 Capital and a breakdown of its components:

Particulars Amount in NPR 32.03.2079
General Loan Loss Provision 36,961,760
Additional Loan Loss Provision 20,563,615

Hybrid Capital Instruments

Unsecured Subordinated Term Debt

Exchange Equalization Fund

Investments Adjustment Reserves

Assets Revaluation Reserves

Total Tier 2 Capital 57,525,375
o Total Qualifying Capital
Particulars Amount (NPR.)
Core Capital (Tier 1) 1,173,327,268
Supplementary Capital (Tier 2) 57,525,375
Total Capital Fund 1,230,852,643

e Statement of Risk Weighted Assets (RWA)At the month end of Ashadh, 2079
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A. On-Balance-Sheet Items

S.N. | Description Weight (%) X::;ir:‘tt I:;';;d) RWA
1 Cash Balance 0 130,029 -
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 Entrepreneurs Self- 0 )

Employment Fund
10 | Balance On Domestic Banks And Financial Institutions 20 576,638,366 115,327,673
11 | Loan Against Other Banks' And Financial Institutions' Fd 20 -
12 | Foreign Bank Balance 20 -
13 | Money At Call 20 -
14 | Loan Against Internationally Rated Bank Guarantee 20 -
15 | Investment To Internationally Rated Banks 20 -
16 | Inter-Bank Lending 20 -
17 | Investment On Shares/Debentures/Bonds 100 -
18 | Other Investments 100 -
19 | Loans & Advances, Bills Purchase/Discount 100 11,047,866,602 | 11,047,866,602
20 | Fixed Assets 100 112,539,464 112,539,464
21 ?uegslgtésst Receivables (Toral Ir - 8 - Interest 100 i
22 | Net Non-Banking Asset 100 -
23 | Other Assets (Except Advance Tax Payment) 100 14,646,393 14,646,393
24 Eierzrz:\iltgstate/Remdenhal Housing Loans Exceeding the 150 i
Total On-Balance-sheet Items (A) 11,751,820,854 | 11,290,380,132
B. Off-Balance-Sheet Items

S.N. | Description W;%ht Amount (NPR.) RWA
1 Bills Collection 0 - -
2 Forward Foreign Exchange Contract 10 - -
3 L/C With Maturity Less Than Six Months (Outstanding Value) 20 - -
4 | Guarantee Against International Rated Bank'S Counter Guarrantee 20 - -
5 L/C With Maturity More Than Six Months (Outstanding Value) 50 - -
6 Bid Bond, Performance Bond and Underwriting 50 - -
7 Loan Sale with Repurchase Agreement 50 - -
8 Advance Payment Guarantee 100 - -
9 Financial And Other Guarantee 100 - -
10 | Irrevocable Loan Commitment 100 - -
11 | Possible Liabilities for Income Tax 100 - -

q0% qq 3if aiffie ufddgel 206c/ouE:
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12 | All Types of Possible Liabilities Including Acceptance 100 - -
13 | Rediscounted Bills 100 - -
14 | Unpaid Portion of Partly Paid Share Investment 100 - -
15 | Unpaid Guarantee Claims 200 - -
— - —
16 ﬁggg?t To Be Maintained for Operational Risk (2% Of Total 100 235,036,417 235,036,417
Total Off-Balance-sheet Items (B) 235,036,417 235,036,417
Total Risk Weighted Assets (A) + (B) 11,986,857,271 | 11,525,416,549

e  Minimum Capital Fund to be Maintained based on the Risk Weighted Assets

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

Minimum Capital Fund Required (8.0 % of RWA) 8.00%
Minimum Core Capital Required (4.0 % of RWA) 4.00%
Capital Fund maintained (in %) 10.68%
Core Capital maintained (in %) 10.18%

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

liabilities: For FY 2078.79
) As on Ashadh End 2079
Particulars Amortized Cost | o\ rp) | pyroc Total (NPR.)
(NPR.)
Financial Assets
Cash and Cash Equivalents 545,543,366 545,543,366
Statutory Balances & due from NRB 31,095,001 31,095,001
Placement with Bank and Financial i
Institutions
Derivative Financial Instruments -
Other Trading Assets -
Loans and Advances to MFIs & Co-operatives -
Loans and Advances to Customers 10,860,898,249 10,860,898,249
Investment Securities 20.000.000 2,000,000 22,000,000
Investment in Subsidiaries
Investment in Associates
Investment Property
Other Assets 14,646,393 14,646,393
Total Financial Assets 11,472,183,009 2,000,000 11,474,183,009
Financial Liabilities
Due to Bank and Financial Institutions - -
Due to Nepal Rastra Bank - -
Derivative Financial Instruments - -
Deposits from Customers 4,279,829,547 4,279,829,547
Borrowings 5,706,412,733 5,706,412,733
Other Liabilities 235,582,963 235,582,963
Debt Securities Issued
Total Financial Liabilities 10,221,825,242 - 10,221,825,242

q0%
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited

For FY 2077.78
As on Ashadh End 2078
Particulars Amortized Cost | b\yp) | pyroC) Total (NPR.)
(NPR.)
Financial Assets
Cash and Cash Equivalents 173,186,265 173,186,265
Statutory Balances & due from NRB 20,363,253 20,363,253
Placement with Bank and Financial
Institutions
Derivative Financial Instruments
Other Trading Assets
Loans and Advances to MFIs & Co-operatives
Loans and Advances to Customers 4,457,833,468 4,457,833,468
Investment Securities 1,000,000 1,000,000
Investment in Subsidiaries
Investment in Associates
Investment Property
Other Assets 11,698,992 11,698,992
Total Financial Assets 4,663,081,977 - 1,000,000 4,664,081,977

Financial Liabilities

Due to Bank and Financial Institutions

Due to Nepal Rastra Bank

Derivative Financial Instruments

Deposits from Customers

1,635,066,754

1,635,066,754

Borrowings

2,129,190,110

2,129,190,110

Other Liabilities 257,099,370 257,099,370
Debt Securities Issued
Total Financial Liabilities 4,021,356,234 - - 4,021,356,234

5.4. Operating Segment information
5.4.1. General information

A component of the Microfinance that engages in business activities from which it may earn revenues and incur
losses, including revenue and expenses that relate to transactions with any other components of the microfinance,
whose operating results are reviewed regularly by the management to make decisions about resources allocation
to each segment and assess its performance, and for which discrete financial information is available is termed

as operating segment.

Based on the nature of the business, transactions, products and services, the management have identified seven

reporting segments of the microfinance for the purpose of financial reporting:

Koshi Pradesh
Madhesh Pradesh
Bagmati Province
Gandaki Province
Lumbini Province
Karnali Province
Far West Province

© e a0 o

The transactions and account balances in central office has been considered as Unallocated items.
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5.4.2. Information about profit or loss, assets and liabilities
parciculrs | pfosl | Madesh | Bagmat | condaki [ Lumbinl | Kamali [swbupestin o
Revenues From
External 89,141,722| 390,945,407| 263,721,755 150,258,243| 218,937,297| 5,306,627| 8,538,964| 1,126,850,015
Customers
ntersegment - 45 - 142,635| 2,187,612 60 - 2,330,353
Net Revenue 89,141,722| 390,945,362| 263,721,755| 150,115,607 216,749,684| 5,306,567| 8,538,964 1,124,519,662
Interest Revenue | 83,029,475 364,539,621| 260,165,778| 145,283,857| 211,159,873| 5,160,989| 8,738,149 1,078,077,741
Interest Expense 7,835,633 53,120,766 45,665,170  33,795,261| 37,493,247 229,306 378,010| 178,517,393
gg\fgﬂfge“ 75,193,842 311,418,855 214,500,608 111,488,596 173,666,626| 4,931,683| 8,360,139| 899,560,349
Rapgretfgggﬂ And 373,050 1,492,593 732,191 378,180 834,868 21,730 120,317 3,952,929
?L‘-’ogsr;‘)e”t Profit/ | 66283573 284,505,879 189,775,510|  77,236,682| 79,991,007| 1,321,936| 5,787,605| 704,902,193
Segment Assets  |761,800,198|3,380,229,343| 2,727,249,393| 2,499,666,293|3,650,187,183| 134,802,412| 228,337,288/ 13,382,272,111
Segment Liabilities |645,852,580(2,820,952,976/ 1,724,353,266| 2,109,683,532|3,139,225,705| 116,673,928| 194,757,144/ 10,751,499,130
5.4.3. Reconciliations of reportable segment revenues, profit or loss, assets and liabilities
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1,126,850,015
) . N NS Y 26,871,847
1,151,391,508

5.4.4. Information about major customers
The Microfinance does not have any customer, which generate more than 10% of the entity’s revenue.
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5.4.5. Information on the Geographical areas

Domestic 1,151,391,508
- Koshi Province ; 89,141,722
- Madhesh Province 390,945,362
- Bagmati Province 290,593,602
- Gandaki Province 150,115,607
Lumbini Province 216,749,684
Karnali Province 5,306,567
Sudur Paschim Province 8,538,96 E

Foreign .
Total 1,151,391,508

5.5. Share options and share based payment
The Microfinance does not extend the share options and share based payment to any of its employees. Thus,
during the reporting period the Microfinance does not have any the transactions that are to be accounted as
per NERS 2 “Share Based Payments”.

5.6. Contingent liabilities and commitment
Comprehensive disclosure of the contingent liabilities and commitments are made on Note 4.26.

5.7. Related Party Disclosures

5.7.1. List of Directors and Key Managerial Personnel
The following parties have been identified as the related party transaction as per NAS 24:

S.N. Name Relationship Lo Lo ol
appointment retirement

1 | Bindiya Shrestha Pradhan | Charmain 2078.12.19 | 4 Years from
Appointment

2 | Ananta Kumar Shrestha Director 2078.12.19 | 4 Years from Appointment

3 | Narendra Kumar Prasain | Director 2078.12.19 | 4 Years from Appointment

4 | Gudakhar Sapkota Director 2078.12.19 | 4 Years from Appointment

5 | Krishna Raj Silwal Director 2078.12.19 | 4 Years from Appointment

6 | Tara Sharma Director 2078.12.19 | 4 Years from Appointment

7 | Bharat Singh Thapa Director 2077.05.01 | 4 Years from Appointment

9 | Moksha Prasad Pangeni Chief Executive Officer 2078.12.19 | 4 Years from Appointment

10 | Pramesh Acharya Deputy Chief Executive Officer

5.7.2. Transactions with and Payments to Directors & Key Managerial Personnel
Board of Directors are not paid any benefits other than the allowances and facilities are stated as follows

SN Particulars No of Meetings | Sitting Fees (NPR.)

1 | Board Meeting 19 581,000
2 | Audit Committee Meeting 7 63,000
3 | Risk Management Committee 4 36,000
4 | Assets Money Laundering Prevention Committee 2 13,500
5 | Others (Employee Pay Committee) 1 4,500
6 | Bhawan Nirman Committee 2 18,000

Total 716,000

Other than mentioned above, board members are paid communication allowance of NPR 78,000 during the fiscal
year. NPR 65,640 has been incurred in Trainning of the board members. NPR 229,113 has been paid as Travelling
and Daily Allowances to the board members and NPR 79,001 has been incurred during the year as other expenses.
Chief Executive Officer’s Emoluments and Facilities

19 qq 3it aiff> ufddcer 20uc/oue




Particulars Amount (NPR.)
1 | Short Term Employee Benefits 3,625,339
2 | Retirement Benefits 347,739
3 | Others 180,822
Total 4,153,900

The benefits of chief executive officer are incurred and provided for after acquisition of Suryodaya Laghubitta
Bittiya Sanstha Limited (2078.12.19), while the benefits of deputy chief executive officer are incurred and provided

for whole year.
5.8.  Merger and Acquisition

After merger with Suryodaya Laghubitta Bittiya Sanstha Limited, the microfinance is not, as of the date of
approval of financial statement, seeking merger or considering acquiring any other entity.

5.9. Additional disclosure of non-consolidated entities

The microfinance doesn’t have any subsidiaries & associates. So, additional disclosure is not required.

5.10. Events after reporting date

No events other than finalization of profit figures and determination of amounts for Income Tax, Staff Bonus
and Related Appropriations are observed which require the adjustment as per NAS 10 "Events occurring after

Reporting Period".
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079
5.11. Disclosure of Effects of Transition from Previous GAAP to NFRS

1 Reconciliation of Equity

As at As at
At Date of Transition -
NOTE 01.04.2077 31.03.2078
Total equity under Previous GAAP 456,126,021 721,058,526

Adjustments under NFRSs:
Impairment on loan and advances 1

Fair value & employees benefit accounting of staff loan

(65,240,651)

Lease accounting

Measurement of investment securities at fair value
Revaluation of property & equipment

Recognition of investment property

Amortisation of debt securities issued

Deferred tax 7 (13,884,235) 9,547,712
Defined benefit obligation of employees (Leave & Gratuity)

Increase in Leave Liability 2 (25,526) (234,199)

Decrease in Gratuity Liability 3 (1,578,071) (1,931,555)
Goodwill/Bargain purchase gain 4 117,492,735 142,488,871
Interest income 5 47,884,380 33,810,660
Other

Goodwill Creation on Acquisition of Laghubitta
Actuarial Gains and Losses 6 (1,832,593) (4,016,212)
Total Adjustment to equity 148,056,690 114,424,627
Total Equity under NFRSs 604,182,711 835,483,152

Notes

As per NFRS, the microfinance is required to compute impairment charges in its loans and advances, in accordance with NFRS or NRB Regulation whichever is

higher. On computation of impairment on loans and advances for FY 2077.78, the provision as per NFRS was higher. Accordingly, NPR 65,240,651 was charged as
1 impairment of loans and advances.

Suryodaya Womi Laghubitta Bittiya Sanstha Limited had been computing the gartuity liability under Previous GAAP as the amount of leave and gratuity payable to
the employees at the end of the reporting date. Under first time adoption of NFRS, the microfinance institution has carried out actuarial valuation and the liability
2 amount has been presented accordingly.

Suryodaya Womi Laghubitta Bittiya Sanstha Limited had been computing the leave liability under Previous GAAP as the amount of leave and gratuity payable to the
employees at the end of the reporting date. Under first time adoption of NFRS, the microfinance institution has carried out actuarial valuation and the liability
3 amount has been presented accordingly.

The then Womi Laghubitta Bittiya Sanstha Limited had acquired several microfinances until the end of previous year. NFRS 3 business combination is applied to the

business combinations after FY 2019-20 (FY 2076-77) as per the carve out issued by ICAN dated . Accordingly, Goodwill was created on acquisition of

Nagarik Laghubitta Bittiya Sanstha Limited on FY 2076.77 and on acquisition of Grameen Laghubitta Bittiya Sanstha Limited on FY 2077.78. The corresponding
4 credit has been given to Regulatory Reserve.

Goodwill was recognized as per NFRS 3: Business Combination and the Carve Out issued by ICAN on July 2022. The shares of the microfinance was valued at the
valuation per share provided by the Due Deligience Audit Report and approved by the Annual General Meeting. Accordingly, goodwill was recognized as follows:

Nagarik Laghubitta Grameen Laghubitta

Bittiya Sanstha Limited | Bittiya Sanstha Limited
Particulars (FY 2076.77) (FY 2076.77)
No. of Shares Issued A 700,000 507,420
Valuation Per Share for Purchase Consideration (in NPR) B 256.60 198.83
Total Purchase Consideration (AxB) C 179,620,000 100,890,319
Net Assets of Respective Institutions on Date of Joint Transactions D 62,127,265 75,894,182
Goodwill Recognized (C-D) 117,492,735 24,996,137
Cumalative Effect in Equity 117,492,735 142,488,871

Suryodaya Womi Laghubitta Bittiya Sanstha Limited had been presenting the interest income on cash basis as per the requirement of directives issued by Nepal

Rastra Bank. Under NFRS, the interest income has been recognized as per the directives for recognition of interest income as per NFRS issued by Nepal Rastra

Bank. As per the carve out notice dated 4th Mangsir 2076, the interest income shall not be restated to harmonize the interest income of previous year with the tax
S return. The recognition of interest income has been recognized directly in equity under Regulatory Reserve.

Acturaial Gains and Losses have been resulted by the valuation of defined benefit obligation (Gratuity) by Actuarial Report. The actuarial gains and losses net of
6 their respective tax effect has been recognized in Actuarial Reserve.

7 Deffered Tax Effects resulted due to NFRS adoption as per NAS 12 Income Taxes.
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Suryodaya Womi Laghubitta Bittiya Sanstha Ltd

Notes To Financial Statements For The Year Ending 32 Ashadh, 2079
5.11. Disclosure of Effects of Transition from Previous GAAP to NFRS
2 Reconciliation of Profit Under Previous GAAP

For the Year Ended
NOTE FY 2077.78

Profit/Loss for the Year
Profit as per Previous GAAP 174,620,718
Adjustments under NFRSs:
Interest income 2 1,258,132
Impairment of loan and advances 1 (65,240,651)
Employees benefit amortisation under staff loan 2 (1,258,132)
Defined benefit obligation of employee 3 (353,484)
Operating lease expense
Amortisation expense of debt securities
Other operating income
Interest expense
Depreciation & Amortisation
Other
Other Long Term Employee Benefits (Leave) 3 (208,673)
Recomputation of Deferred Tax 4 19,209,831
Total Adjustment to profit or loss (46,592,977)
Profit or loss under NFRSs 128,027,741
Other Comprehensive Income 5 (2,183,619)
Total Comprehensive income under NFRSs 125,844,122
Explanatory Notes

As per NFRS, the microfinance is required to compute impairment charges in its loans and advances, in

accordance with NFRS or NRB Regulation whichever is higher. On computation of impairment on loans and

advances for FY 2077.78, the provision as per NFRS was higher. Accordingly, NPR 65,240,651 was charged as
1 impairment of loans and advances.

Suryodaya Womi Laghubitta restated the Loans and Advances provided to the Staffs as per the requirement of

NFRS 9 where the interest on concessional loans is recognized on market rates and the concession provided in

recognized as expenditure. The loans were provided to the staffs on rates pegged to quaterly cost of funds. The

market rates were assumed to be 15% which is the rate the organization make investment in loans. Accordingly,

interest income was added by NPR 1,258,132 which was the value of concession provided to the staffs during
2 the year. The corresponding amount was debited as Staff Expenses

Suryodaya Womi Laghubitta Bittiya Sanstha Limited made actuarial valuations of its leave and gratuity and

restated the figures relating to those accounts on First Time Adoption of NFRS. The report provided by the

actuary resulted in NPR 353,484 additional provision for Leave Liability and NPR 208,673 as additional
3 provision for Leave Liability. Accordingly, the previous GAAP profit was reduced by this amount.

4 Effect of Deffered Tax resulted due to NFRS adoption as per NAS 12 Income Taxes.

Acturaial Gains and Losses have been resulted by the valuation of defined benefit obligation (Gratuity) by
Actuarial Report. The actuarial gains and losses net of their respective tax effect has been recognized in Other
5 Comprehensive Income.
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Suryodaya Womi Laghubitta Bittiya Sanstha Limited

Suryodaya Womi Laghubitta Bittiya Sanstha Ltd
Notes To Financial Statements For The Year Ending 32 Ashadh, 2079
5.11. Disclosure of Effects of Transition from Previous GAAP to NFRS
4 Effect of NFRSs adoption for statement of profit or loss and other comprehensive income
For the year ended 31 Ashadh 2078

—

3

W

4 Reclassification of Depreciation from Other Operating Expenses.

Effect of

Explanatory transition to Amount as per
Particulars Note* Previous GAAP NFRSs NFRSs
Interest Income 1 511,884,359 3,104,777 514,989,136
Interest Expense 190,221,298 - 190,221,298
Net Interest Income 321,663,061 3,104,777 324,767,838
Fee and Commission Income 1 73,921,098 (1,846,645) 72,074,454
Fee and Commission Expense - -
Net Fee and Commission Income 73,921,098 (1,846,645) 72,074,454
Net Interest, Fee and Commission Income 395,584,160 1,258,132 396,842,292
Net Trading Income - - -
Other Operating Income 2 - 13,193 13,193
Total Operating Income 395,584,160 1,271,326 396,855,485
Impairment charge/(reversal) for loans and other losses 3 (33,980,051) 65,240,651 31,260,601
Net Operating Income 429,564,210 (63,969,326) 365,594,885
Operating Expense
Personnel Expenses 3 107,363,917 29,291,934 136,655,850
Other Operating Expenses 4 47,497,035 (4,376,699) 43,120,337
Depreciation & Amortization 4 - 4,376,698 4,376,698
Operating Profit 274,703,258 (93,261,259) 181,442,000
Non Operating Income 2 13,193 (13,193) -
Non Operating Expense - -
Profit before Income Tax 274,716,452 (93,274,452) 181,442,000
Staff Bonus 3 27,471,645 (27,471,645) -
Income Tax Expense
Current Tax 76,003,718 - 76,003,718
Deferred Tax (Income)/Expense 5 (3,379,629) (19,209,831) (22,589,460)
Profit for the year 174,620,718 (46,592,976) 128,027,742
Other Comprehensive Income 6 - (2,183,619) (2,183,619)
Total Comprehensive Income 174,620,718 (48,776,595) 125,844,123

Explanatory Notes

Reclassification of Interest Income Earned on Staff Loan to Interest Income. Increase in Interest Income on Staff Loan by NPR 797,761.86 due to
recognition of interest income on staff loans as per Market Rate. Under Previous GAAP, interest income on staff loans was recognized as per the
contractual rate of interest which was the cost of fund. For Staff Loans, market rate of interest has been considered to be 12% and accordingly, the
interest income has increased. The corresponding effect has been recognized under Personnel Expenses as 'Finance Expense under NFRS' which is the

differential amount of contractual rate and the market rate.

Reclassification of Gain on Sale of Fixed Assets to Other Operating Income

The carve out on NFRS 9 Issued on July 2022 requires that Impairment be measured as calculations made as per NFRS or calculations made as per
NRB Directives, whichever is higher. The computation of Impairment Charges as per NFRS required additional Provision to be made to the tune of

NPR 65,240,651
Particulars F/Y 2077-78

LLP as per NRB Directives 87,855,353
As per NFRS

Individual Impairment 18,249,743
Collective Impairment 134,846,262
Total Impairment as per NFRS 153,096,004
Additional LLP Adjustment Made 65,240,651

Transition Effect under Personnel Expenses has occurred as follows:

Particulars Amount
Increase/(Decrease) in Gratuity Provision as per Actuarial Valuation 353,484
Increase/(Decrease) in Leave Provision as per Actuarial Valuation 208,673
Recognition of Finance Expense under NFRS (Staff Loans Differential Interest) 1,258,132
Reclassification of Staff Bonus to Personnel Expenses 27,471,645
Total 29,291,934

5 Re-Computation of Deferred Tax due to Revision of the figures as per NFRS.
6 Actuarial Gains/Losses on Defined Benefit Obligation (Gratuity) net of its tax effect.
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