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Q@ 2" Floor, D-Block

S- DerOta & Company Kathmandu Business Park
Teku, Kathmandu
Chartered Accountants B 2077 4 woaiN

@ info@sdnco.com.np
& www.sdnco.com.np

Certificate from the Auditors
On the Report of
Dhaulagiri Laghubitta Bittiya Sanstha Limited
Pursuant to Section 78 of the Company Act 2063

To the Registrar of Company

We have examined the information sets out in the attached report relating to the year ended 32 Ashadh
2082 (Corresponding to 16 July 2025) prepared by the management of Dhaulagiri Laghubitta Bittiya
Sanstha Limited, herein after mentioned as ‘the company” and approved by the meeting of its Board of
Directors held on 11 March 2026.

The Management & the Board of Directors of the company are responsible for the preparation of the
report in accordance with the requirement stipulated under section 78 of the Company Act 2063. Our
examination was limited to verification of the information provided in the report from the accounts and
records maintained by the company:. It is neither an audit nor an expression of opinion on the financial
statements of the company.

To the best of our information and according to the explanation given to us, we certify that the aforesaid
irly presents the information set out therein.

Sunil Devkota, FCA
Principal

Date: 12 March 2026
UDIN: 2603 12CA00195d9Y p4
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©Q 2" Floor, D-Block

S- DEVkOtﬂ & Company Kathmandu Business Park

Teku, Kathmandu
Chartered Accountants ® .977.1.5908434

@ info@sdnco.com.np
@ www.sdnco.com.np

Independent Reasonable Assurance Report on

Annual Compliance Report on Corporate Governance

of “Dhaulagiri Laghubitta Bittiya Sanstha Limited”

Introduction

We were engaged by Dhaulagiri Laghubitta Bittiya Sanstha Limited (here in after referred as “DLBS”
as per its NEPSE trading symbol) to perform a reasonable assurance engagement on DLBS's compliance
of relevant laws and regulations as required to be complied by Microfinance. This report covers the
period starting from 1* Shrawan, 2081 to 32" Ashad 2082.

Scope

The objective of this engagement is to provide an opinion on whether the Compliance Report based on
the questionnaire enclosed describes fairly the activities undertaken to demonstrate compliance whether
DLBS's activities have been drawn in accordance with the requirements of the Securities Board of Nepal
(here in after referred as SEBON) and the provisions of acts and regulations related thereto.

Management's Responsibilities.

It is the responsibility of DLBS's management to comply with the requirements of relevant acts and also
to implement proper internal controls so as to ensure that the relevant compliances have been met to
satisfy the provisions related to Microfinance. The management of DLBS is responsible for the
preparation and public disclosure of its compliance report in accordance with the criteria prescribed by
SEBON.

Our independence

We have complied with the Code of Ethics for Professional Accountants issued by ICAN (The Institute

of Chartered Accountants of Nepal) which includes independence and other requirements founded on
fundamental principles of integrity, objectivity, professional competence and due care, confidentiality
and professional behavior. Our Independence is not affected by the fact of being statutory auditors of

the company.

Our Responsibility

Our responsibility is to report, in accordance with Nepal Standard on Assurance Engagement (NSAE)
3000 standard, wther the DLBS's Compliance Report describes fairly the activities undertaken to
demonstrate compliance with the SEBON's requirement and whether managements overall activities
have been drawn in accordance with the requirements of SEBON and relevant acts.

We conducted our reasonable assurance engagement in accordance with NSAE3000: Assurance
Engagements other than Audits or Reviews of Historical Financial information issued by Nepslll
Auditing and Assurance Standards Board. This standard requires that we plan and perform this

engagement to obtain the reasonable level of assurance.

A reasonable assurance engagement in accordance with NSAE 3000 involves performing procedures
to obtain evidence about the fairness of the DLBS's compliance report the fact that management's
overall activities have been drawn in accordance with the requirements of SEBON and relevant acts.
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The nature, timing and extent of procedures selected depend on our judgment. A reasonable assurance
engagement also includes:

Enquiries with the management.

inspection of documents and records.

Testing on sample basis, for the compliance requirements.
Review of compliance procedures of the entity
Confirmations from external parties as and when required.

Inherent Limitations

Nonfinancial information, such as that included in the DLBS's compliance report, is subject to more
inherent limitations than financial information, given the more qualitative characteristics of the subject
matter and the methods used for determining such information.

We conducted our reasonable assurance engagements in accordance with NSAE3000 Assurance
Engagement other than Audits or Reviews of Historical Financial Information. The accuracy of selected
qualitative statements in the DLBS's Compliance Report relating to the material issues was done
through interviews and sample documents reviews. The authenticity of documents produced by DLBS
was not checked by contacting the respective government organizations.

Opinion

In our opinion, the DLBS's Compliance Report for the period from 1* Shrawan 2081 to 32™ Ashad
2082 describes fairly the activities undertaken during the reporting period to demonstrate com pliance
and management’s overall activities contained therein is in accordance with the applicable provisions
as required by SEBON and relevant provisions of related acts applicable to Microfinance.

For S. Devkota & Company;
Chartered Accountants

Sunil Devkota, FCA
Principal

Place: Kathmandu, Nepal

Date: 12 March 2026
UDIN No. 2603 12CA00195RcysD
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Dhaulagiri Laghubitta Bittiya Sanstha Limited

Central Office Baglung
Environmental Impact Assessment (EIA) Report
Rule 38 (s) of Securities Registration and Issuance Regulations, 2073

1. Executive Summary

This report assesses the environmental impacts of Dhalagiri Laghubitta Bittiya Sanstha Limited
(DLBSL) lending activities, particularly in agriculture, livestock, small enterprises, and trade. While
MFIs do not directly cause environmental harm, their financing decisions can indirectly influence
environmental outcomes. The report identifies key risks and provides mitigation strategies aligned
with sustainable finance practices.

2. Introduction

2.1 Background

Dhalagiri Laghubitta Bittiya Sanstha Limited (DLBSL) promotes financial inclusion by providing
small loans and financial services to low-income populations. These activities often support sectors
that interact directly with the environment.

2.2 Purpose
« Identify environmental risks linked to microfinance lending
« Evaluate positive and negative environmental impacts
« Recommend mitigation and monitoring mechanisms

3. Scope of the Study

Area Coverage

Geographic Rural and semi-urban areas

Sectors Agriculture, Livestock, Micro-enterprises, Trade
Activities Loan disbursement, enterprise promotion

4. Key Activities of MFIs
« Group and individual lending
« Financing small-scale agriculture and livestock
« Supporting micro and cottage industries
« Promoting income-generating activities
5. Environmental Impact Analysis
5.1 Positive Impacts
» Promotion of green and sustainable businesses
« Support for organic farming and renewable energy (e.g., solar)
« Reduced dependence on forest resources through alternative income
« Improved local livelihoods and reduced migration
5.2 Negative Impacts

Sector Potential Impact

Agriculture Excessive use of fertilizers and pesticides
Livestock Waste mismanagement leading to water pollution
Small Industries Air, water, and noise Pnllutinn

Trade Expansion Increased plastic and solid waste

Land Use Deforestation or land degradation

Arat aiffad JTENROT JAT 311.d. 20C9/0T2
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6. Environmental Risk Categorization

Risk Level | Description Examples

Low Minimal environmental impact Retail trade

Medium Moderate environmental concern Agriculture, livestock

High Signiﬁcant environmental risk Small manufacmring, brick kilns

7. Mitigation Measures
7.1 At Institutional Level
« Develop Environmental & Social Risk Management (ESRM) Policy
« Integrate environmental screening in loan approval
« Avoid financing environmentally harmful activities
« Promote green financing products

7.2 At Client Level
« Provide training on sustainable practices
« Encourage organic farming and eco-friendly inputs
« Ensure proper waste management practices
« Promote clean energy use

7.3 Environmental Screening Checklist (Sample)
» Before loan approval, check:
« Does the activity cause pollution?
» Does it involve hazardous materials?
« Is waste management in place?
» Does it affect forests or water sources?

8. Monitoring and Reporting
 Regular field visits and inspections
« Environmental compliance tracking
 Quarterly environmental risk reports
« Reporting to regulatory authorities

9. Institutional Framework
« Board-level oversight on environmental risk
 Dedicated risk/compliance unit
« Integration with credit risk management
« Staff training on environmental safeguards

10. Conclusion

Dhalagiri Laghubitta Bittiya Sanstha Limited (DLBSL) plays a crucial role in shaping environmentally
responsible economic activities. By integrating environmental risk management into their operations,
(DLBSL) can contribute to sustainable development while minimizing negative impacts.

11. Recommendations
« Adopt Green Finance Policy
» Develop ESG (Environmental, Social, Governance) framework
« Align with central bank guidelines
« Digitize environmental monitoring tools
« Incentivize environmentally responsible clients

Arat aiffad JTENROT JAT 311.d. 20C9/0T2
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INDEPENDENT AUDITOR’'S REPORT
TO THE SHAREHOLDERS OF
DHAULAGIRI LAGHUBITTA BITTIYA SANSTHA LIMITED

Opinion

We have audited the accompanying financial statements of Dhaulagiri Laghubitta Bittiya Sanstha
Limited (referred to as “the company” or “DLBS”), which comprises the Statement of Financial
Position as on Ashadh 32, 2082 (corresponding to July 16, 2025), the Statement of Profit or Loss and
Other Comprehensive Income, the Statement of Changes in Equity and the Statement of Cash Flows
for the year then ended, and notes to accounts including a summary of the significant accounting
policies.

In our opinion, the aforesaid financial statements present fairly, in all material respects, the financial
position of DLBS as at Ashadh 32, 2082 (July 16, 2025), and its financial performance, changes in
equity and cash flows for the year then ended in accordance with Nepal Financial Reporting Standards
with applicable carve-outs.

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 the
Financial Statements section of our report. We are independent of DLBS in accordance with the ICAN’s
Handbook of the Code of Ethics for Professional Accountants together with the ethical requirements
that are relevant to our audit of the financial statements in Nepal, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to Note 2.3 to the financial statements, which describes that the Company’s capital
adequacy ratio as at the reporting date was 6.38%, below the minimum regulatory requirement of 8%
prescribed by Directive No. | of Unified Directives to Microfinance issued by Nepal Rastra Bank. The
note further explains that the Company has experienced an increase in non-performing loans during the
year, which has affected its profitability and capital position.

As stated in the note, management and the Board of Directors have formulated plans to restore
regulatory compliance and strengthen the Company’s financial position, including initiating a merger
with another suitable microfinance institution, seeking approval for issuance of right shares to
strengthen the capital base, and implementing focused recovery strategies to improve asset quality and
reduce non-performing loans. Based on these planned measures and expected regulatory approvals,
management believes that the Company will be able to continue its operations and meet its obligations
as they fall due, and accordingly the financial statements have been prepared on a going concern basis.
Our opinion is not modified in respect of this matter.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
the audit of the financial statements of the current period. These matters were addressed in the context
of our audit of the financial statements, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below, our description of how our audit addressed
the matter is provided in the context.

In addition to the matter described in the Basis for Opinion section, we have determined the matters
described below to be the key audit matters to be communicated in our report:

Key Audit Matters

How our Audit addressed the matter

Information Technology (IT) Controls

The company's key financial accounting and
reporting processes are highly dependent on the
automated control over the company's IT system.
There is a risk that gaps in the change management,
segregation of duties or users access management
controls (in relation to key financial accounting and
reporting system) may undermine our ability to place
some reliance thereon in our audit making it a key
audit matter,

Our Procedure included:

a) We tested the design, operation, and
effectiveness of control over granting,
removal, and appropriateness of access rights
on the accounting and reporting system of
the company.

b) We obtained and inspected the change
management process and, for a sample of
changes in inputs and control functions on
the systems, has been reviewed to confirm
that changes had been performed in line with
approved decisions.

¢) We have tested a sample of outputs
particularly interest income and interest
expenses and provisions in loans and
advances computed by the system with
manual calculations.

d) We considered the change management,
segregation of duties controls and outputs in
relation to financial accounting and reporting
systems to be acceptable.

No material exceptions were noted.

Loan Loss Provision / Impairment of Loans and
Advances

As per Clause 16 of Expected Credit Loss (ECL)
related guidelines, 2024, Bank and Financial
Instittuions are required to recognize impairment on
credit exposures higher of:

a) Amount determined as per Expected Credit
Loss Model as per NFRS 9: Financial

Instruments adopting expected credit loss
model.

b) Amount derived as Directive 2 of Unified
Directive to Microfinance Institutions; and

As per norms prescribed by NRB, provision at
prescribed rate should be created on loans and
advances based on overdue status on loans and
advances as well as utilization of loan, status of
collateral and status of borrower, etc.

Under the Expected Credit Loss (ECL) model,
impairment_is _measured as the present value of

Our Procedures regarding audit & verification of
impairment of loans and advances included:

We reviewed sample credit files for loan utilization,
borrower credit history and physical verification of
projects (if applicable) of the loan.

a) For Amount derived as per the norms
prescribed by Nepal Rastra bank:

e Wereviewed the NRB Form 2.2 report and
assessed whether loan classifications were
appropriate based on the overdue status of
individual loans.

e The accuracy of overdue status and loan
classification was tested on a sample basis
by comparing loan statements with
approved repayment schedules.

e We performed recalculations of loan loss
provisions for selected loan files and
compared the results with system-
generated calculations to assess the
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expected cash shortfalls over the life of a financial adequacy of impairment charges computed
asset, considering probability of default (PD), loss in accordance with NRB norms.
incorporating historical, current, and forward-looking as per NFRS 9:

information.

e We evaluated the reasonableness of
management’s assessment of individually
credit-impaired loans and the grouping of
homogeneous loan portfolios for collective

The measurement of ECL involves significant
management judgement and estimation, including the
assessment of credit risk, estimation of future cash
flows, use of historical credit loss experience, and ECL assessment.

consideration of forward-looking information. As the e We tested the accuracy and completeness

impairment charge has a direct impact on the £ A Bt et b Bs BOL
Company’s profitability and distributable dividends, of key inputs used in the

Comy \ computation, includi exposure
impairment of loans and advances was considered a ingﬁ:,t;ﬂ stnlgI:ng, msnd mg::ery
Key Audit Matter. assumptions.

e We assessed the reasonableness of key
assumptions applied by management and
evaluated compliance with NFRS 9 -
Financial Instruments and Expected Credit
Loss (ECL) related guidelines, 2024 in
determining expected credit losses.

The impairment charges were made as per the norms
prescribed by Nepal Rastra Bank and no material
exceptions were noted.

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

The management are responsible for the other information such as Report of Board of
Directors/Chairman’s Statements to be presented in the company’s Annual Report for the year. Our
opinion on the Financial Statements does not cover that other information and, accordingly we do not
express any form of assurance or conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements, or our knowledge obtained during our audit or otherwise appears to be materially
misstated. As the other information documents are in the process of completion, the management has
provided written representations that final version of the documents will be provided when available.

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Nepal Financial Reporting Standards with allowed carveouts, 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. Those charged with governance are
responsible for overseeing the Company's financial reporting process.
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements 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 bases 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.

¢ 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 auditor's 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.
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Report on Other Legal and Regulatory Requirements
Based on our examination, we would like to further report that:

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

i..  Based on our examination, proper books of accounts as required by law have been kept by the
company.

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

V. Returns received from the branch offices of the company were adequate for the purpose of audit
though the statements were not independently audited.

v. The capital fund is below the requirement as per the directives by Nepal Rastra Bank as
mentioned in “Emphasis of Matter” section of this report and the risk bearing fund and the
provision for probable impairment of asset of the Microfinance are adequate as per the
directives issued by Nepal Rastra Bank.

vi. In our opinion and to the best of our information and according to the explanation given to us
and from our examination of the books of accounts of the company, we have not come across
any case where the Board of Directors, the representative or any employee of the company has
acted contrary to the provision of law relating to accounts nor caused direct loss or damage to
the company deliberately or acted in a manner that would Jeopardize the interest and security
of the company, its shareholders and its depositors.

vii. The business of the company has been conducted satisfactorily and operated within its
Jurisdiction and has been functioning as per the NRB Directives.

For S. Devkota & Company;
Chartered Accountants

Partner

Place: Kathmandu, Nepal
Date: 12 March 2026
UDIN: 260312CA00195mw9K1t
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Dhaulgiri Laghubitta Bittiva Sanstha limited
Shreenagartole-2,Baglung
Statement of Financial Position
As at 2082 Ashadh 32
Amount in NPR

PARTICULARS Notes Current Year Previous Year
ASSETS e R — T
______ Cash and Cash equivalent 41 180401499 | 155820,117
______ Statutory Balances and Due from Nepal RastraBank | 42 63633374 12,133,404
_____ Placement with Bank & Financial Institutions 43 . -
Derivative Financial Instruments 1~ 44 sl S -
”Dthqr Tradmg Assets 4> = | " L
Loan and Advances to MFIs & Cooperatives 46 - -
______ Loans and Advances to Customers | 47 21033??0322162045026
Investment Securities I .
______ Current Tax Assets 49 1,126, 531 o 6,878, 16‘3‘
______ Investment Property A0
______ Property and EQupment . 41it. 34 533@93 43, 1?6?'6{1
...... Goodwill and Intangible assets e 412 | 651,882 8 1...‘5?...352
..... Deferred Tax Assets 413 10234477 7,031,627
Other Assets 4.14 3,801,443 - 4,068.290
TOTAL ASSETS : 2,409.249.985 2.391.968.244
_____ LIABILITIES
______ Due to Bank and Financial Institutions Y. em B s e
DuetoNepal RastraBank = . 416 | e o N —
______ Derivative Financial Instrtument = 417 S
Deposits from Customers 418 | 8 _§__f3__f}2?_?34 __________________ 780 ?f?_%___S__Sl
Borrowing 4.19 : . 1,233,799.,804 1,262,118.240
Current Tax Liabilites | 225 . S ;
) Prmﬂlsmnls IIIIIIIIIIIIIIIIIIIIIIIIIIIIIII -4 20: ok '. |
Deferred Tax Liabilities = 413 - -
______ Other Lisbilities | adi | [33naeh| 138,999,139
| Debt Securities Issued B = AR 9
Subordinated Liabilities 423 :

TOTAL LIABILITIES 2,228,752,112 2,181,860,229
______ EQUITY i
Share Capital ] 424 | . o l..%.%___.l__ﬂ_ﬂ_ﬂﬂﬂ _______________ 133,100,000
...... sharebeemmim, . o o e i e e e e b e e GBS e 5
______ Retained Earnings - N .. (50,015,231) . (14, 3?5%_?96]
______ Reserves b 425 97.413,104 | 91,360,811
TOTAL EQUITY 180.497.873 210,108,015
TOTAL LIABILITIES & EQUITY 2.409,249,985 2.391.,968.244
Contingent Liabilities and Commitment 4.26 33.515.494 45.602.605
Net assets value per share 136 158

Durga Bahadur Thapa Shivaram Joshi As per our Reprort of Even date
Account Officer Chief Execuative Officer
Sanjita Nepal Chet Narayan Sapkota Jiban Acharya Sunil Devkota, FCA
Director Director Director Partner

S. Devkota & Company
Hari Prasad Sharma Sirjana Thapa Chartered Accountants

Director

Chairperson
Date: 11 March,2026,Location:Ba.Na.Pa-2,Baglung
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Dhaulgiri Laghubitta Bittiva Sanstha limited
Shreenagartole-2,Baglung
Statement of Profit or Loss
For the year ended 32nd Ashadh 2082
Amount in NPR

Particulars Notes  Current Year - Previous Year
Interest Income - 427 333,568,331 262,933,149
interestExpense ...................................................................................................................................... ...... e ...................... ey ................................ T
Net Interest Income 154,117,535 74,463,525
Fee and Commission Income T 429 36.189.821 42.016.411
FEEHHdCDmmISSiﬂHEKpEHEE ......................................................................................... T T o
Net Fee and Commission Income 36,189,821 42,016,411
Net Interest, Fee and Commission Income 190,307,357 116,479,935
Net Trading Income L 431 < :
OtherOpera’rmglncame — T _ e
Total Operating Income 190,307,357 116.479.935
Impairment charge/(reversal) for loans and other losses 4.33 84.543.140 (6,959,758)
Net Operating Income 105,764,217 123,439,693
Operating Expense

——— Expenség ............................................................................................... s STy TR
i Operann gE }-:pen A eI e iy e T
Depreclatmn&ﬁmnmzatmn ...... T ....................... oy ..................................... S
Operating Profit (33,141,459) (14,697,394)
Non Operating Income 4.37 - -
= Operatmg Expense ...... T ....................................................... = S S S
Profit before Income Tax (33,141,459) (14,697.394)
Income Tax Expense 2
e TP 5?820 1250??9
DeférredTax(Incume]fExpense .................................................................. = ...... {3202851} ...... .......................................... “511554)
Profit for the year (29,996.429) (14,436,619)
Profit Attributable To: :
E'duity B o (29996429] ...... ................. TR0
Profit For The Year T (29,996,429) | (14.436,619)
Earnings Per Share
Basic Earnings Per Share (22.54) (9.35)
Basic Earning Per Share Restatement Due to Bonus Share - -
Diluted Earnings Per Share (22.54) (9.35)

Durga Bahadur Thapa Shivaram Joshi As per our Reprort of Even date

Account Officer Chief Execuative Officer

Sanjita Nepal Chet Narayan Sapkota Jiban Acharya Sunil Devkota, FCA

Director Director Director Partner

S. Devkota & Company
Hari Prasad Sharma Sirjana Thapa Chartered Accountants
Director Chairperson

Date: 11 March,2026,Location: Ba.Na.Pa-2,Baglung
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Dhaulgiri Laghubitta Bittiya Sanstha limited
Shreenagartole-2,Baglung
Statement of Distributable Profit/Loss
For the year ended 32nd Ashadh 2082
Amount In NPR

Particulars Current Year Previous Year
_____ Opening Balance of Retained Earnings . (14,352,796) 5,779,647
Adjustments I

c. Share Issue Expenses | P

_____ d. Transter fromCSR Fund I
e. Transfer from CPF Fund
f. Acquisition of Khaptad Laghubitta Bittiya Sanstha Limited I R _

Balance in Retained Earnings after aforementioned (14,352,796) 5,779,647
Adjustments e o L SRR S— o
Net profit or (loss) as per statement of profit or loss . (29.996.429)  (14.436,619)

_Appropriations:
a. General Reserve -—' -

TEEYTRTE AL . R TRE EY TR e o PR [ PR v T, YT SR TR o Tl FTRrL T

d. Corporate Social Responsibility Fund B E—— .
e. Employees' Traimng Fund
_____ f. Chent Protection Fund .. T

g. Other |

LS SN TELLLLE i lagt Pt iy i P ST ST gty e Y L TR, AL S e e e Sl

s et A 1 0 e e S PP S PSP AR S Sy et PP e P T P T TEe =

_____ a. Interest receivable (-)/previous accrued interest received (+) (4.883,675)  (4.184,270)
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 (+) N B
¢. Deferred tax assets recognized (-)/ reversal (*) (3,202,850) | (1,511,554)
1. Goodwill recognized (-)/ impairment of Goodwill (+) .
_g. Bargain purchase gain recognized (-)reversal (¥) | TN RO—
h. Actuarial loss recognized (-)/reversal (*) | |
.Other(*/-) 2,420,519 .
Distributable Profit or (Loss) (50,015,231) (14,352.796)
Durga Bahadur Thapa Shivaram Joshi As per our Reprort of Even date
Account Officer Chief Execuative Officer
Sanjita Nepal Chet Narayan Sapkota Jiban Acharya Sunil Devkota, FCA
Director Director Director Partner
S. Devkota & Company
Hari Prasad Sharma Sirjana Thapa Chartered Accountants
Director Chairperson

Date: 11 March,2026,Location:Ba.Na.Pa-2,Baglung
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Dhaulgiri Laghubitta Bittiva Sanstha limited
Shreenagartole-2,Baglung
Statement of Cash Flows
For the year ended 32nd Ashadh 2082

Particulars Current Year Previous Year
CASH FLOWS FROM ﬂFERA TING ACTIVITIES
Interest Received 325.816.466 258,748,879
| Fees And Other Income Received 0 N 36,189821 | 42016411
______ Divided Received B ot e
Receipts From Other Operating Activities == e —————————————— e
______ Interest Paid (173.803.256) | " (185.027.079)
Commission And Fees Paid
l’_asl'l_l-‘a}mn.nt"lnlimplnyd.:.s . T — ............................. {95233 5, ............ i 3935*}??1 -
Other Expense Paid (26,893 ,885) (33.162,488)
Operating cash flows before changes in operating assets and liabilities 66,070,767 (6.794.050)
(Increase)/Decrease In Operating Assets
| Statutory Balances & Due From Nepal RastraBank [~ (51,499.970) | (3,000,000)
Placement With Bank And Financial Institutions
| Other Trading Assets 0 T ]
...... Loan And Advances Tg___Bank And Financial Institutions —
i Ahd Advinees ToCMIIRIR T o i mm e S S (23623331 I ...} (443,798,308)
_____ Other Assets 266,846 | 1,089,002
Increase/(Decrease) In [}peratmg Liabilities
...... Due To Bank And Financial Institutions
.DueToNepal RastraBank s I —

______ Deposit From Customers e 75,686,934 | 72,649,043
d R e e e i el (28.318.376) | . 416,524,073
Other Liabilities (4,.269,123) 4,992,701
Net cash flow frum nperﬂnng actwmes hefnre tax pald | 34,313,747 4] 4,062,662

e e S { i 13” ...............................
NET CASH FLOW FROM OPERATING ACTIVITIES (A) 34,007,566 41,662,662
CASH FLOWS FROM INVESTING ACTIVITIES

P’-“‘Fbﬂs“*'ﬂf Inv Lﬁtm“}ﬂ“mn"% ..........................................................................................

______ Receipts From Sale Of Investment Securities |

Purehiase Of Taoperbin Nk Baninisent .. .. oo oo wmes v i e o e CETEEE ) (881,703)

______ Receipt From The Sale Of Property And Equipment

______ Purchase Of Intangible Assets I - R ]
Receipt From The Sale Of Lntanglble Assets - {IEr';' 500)

..........................................................................................................................................

Other Received ( Acqmmtmn of Khaptad Laghubitta Bittiya Sanstha Limited)

NET CASH USED IN INVESTING 4("[‘['@ ITIES (B) (9.812,470) (1,051,203)
CASH FLOWS FROM FINANCING AC TH*’ITIE%

| Receipt From Issue Of Debt Securities . |
Repayment OfDebt Secutiies. . . oo o o o e o e 1 g b

| Receipt From Issue OFf Subordinated Liabilities 0

______ Repayment Of Subordinated Liabilities
.I:}]lhl?.lcl{w]:."jtl Pald ....................................................................................................................................................................................

______ Interest Pad = e |
Other Receipt/Payment 386,287 (2,848.679)
NET CASH FLOWS FROM FINANCING ACTIVITIES (C) 386,287 (2.848.679)
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 24,581,382 37,762,780

L inhiand cashieguivalentea Shaan . 00 e o g e e o e e 155,820,117 0 ... 118,057,337
Effect of exchange rate fluctuations on cash and cash equivalents held
Cash and cash equivalents at Asar end 180.,401.499 155,820,117

As per our Reprort of Even date

Durga Bahadur Thapa Shivaram Joshi
Account Officer Chief Execuative Officer
Sanjita Nepal Chet Narayan Sapkota Jiban Acharya Sunil Devkota, FCA
Director Director Director Partner

S. Devkota & Company
Hari Prasad Sharma Sirjana Thapa Chartered Accountants
Director Chairperson

Date: 11 March,2026,Location:Ba.Na.Pa-2,Baglung
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Dhaulgiri Laghubitta Bittiya Sanstha limited

Shreenagartole-2,Baglung
Statement of Comprehensive Income
For the year ended 32nd Ashadh 2082

Amount in NPR

Particulars Notes Current Previous
Year Year
Profit For The Year (29.996.429) | (14,436.619)
Other Comprehensive Income, Net Of Income Tax  ~ ~ ~ \ VL
A) Items That Will Not Be Reclassified To ProfitOr Loss |  { = i DR
Gains/(Losses) From Investments In Equity Instruments Measured
AtFair Value =~~~ i I
Gains/(Losses) On Revalation b b
Actmdl Giuns/(losses) On Detined Beneft Planst | covviindsinnnboouo susn
Income Tax Relating To Above Items -
Net Other Comprehensive Income That Will Not Be Reclassified
To Profit Or Loss
B) Items That Are Or May Be Reclassified To ProfitOrloss | =~ | =~ =11 I =4
Gains/(Losses) On Cash Flow Hedge =~~~ IS S N B
Exchange Gains/(Losses) (Arising From Translating Financial
ASscts I BOVOIRR, s msocsssspun o aassassessns el ool e
Operaion) [ I I R
______ Income Tax Relating To Above Items )
Reclassity To Profit Or Loss
Net Other Comprehensive Income That Are Or May Be - -
Reclassified To Profit Or Loss
Other Comprehensive Income For The Year, Net Of Income Tax - -
Total Comprehensive Income For The Year (29.996.429) | (14,436.619)

Durga Bahadur Thapa Shivaram Joshi As per our Reprort of Even date
Account Officer Chief Execuative Officer
Sanjita Nepal Chet Narayan Sapkota Jiban Acharya Sunil Devkota, FCA
Director Director Director Partner

S. Devkota & Company
Hari Prasad Sharma Sirjana Thapa Chartered Accountants

Director Chairperson
Date: 11 March,2026,L.ocation:Ba.Na.Pa-2,Baglung
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Dhaulagiri Laghubitta Bittiya Sanstha Limited

Significant Accounting Policies and Notes to the Financial Statements
For the year ended 32st Ashadh 2082 (FY 2081.82)

1. Reporting Entity

Dhaulagiri Laghubitta Bittiya Sanstha Limited (hereinafter refers to “DLBSL’ or “the Bittiya Sanstha”
or “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 company
registered in the Ofhice of the Company Registrar on 2075.03.19. The microfinance obtained
license to carry out the financial transactions on 2075.10.28 from Nepal Rastra Bank. Microfinance
started its micro finance services from 2057 BS in the name of "Dhaulagiri Community Resource
Development Centre (DCRDC), a NGO before incorporation as Public limited company in
2075.03.19.

The microfinance was provided with a license to carry out financial transactions within the
national level of Nepal. The microfinance during the FY 2079.80 completed merger with Khaptad
Laghubitta Bittiya Sanstha Limited which was head office in Godawari Municipality-1, Attariya,
Kailali District. After the completion of the merger, the microfinance has expanded its work area
to 26 districts with 58 branches.

The microfinance having its shares listed on Nepal Stock Exchange with trading code “DLBS” after
issuing its shares to the general public during FY 2079.80. The microfinance has been promoted
by organizations like DCRDC, Prabhu Bank Limited, Shine Resunga Development Bank Limited,
[Capital Limited and several other reputed persons. The Registered Office of microfinance is at
Baglung municipality ward No. 2 Shreenagar Tole Balgung.

Being a D Class licensed institution, major activities of the microfinance include deprived sector
lending to under group guarantee without collateral in order to enhance economic and social
factors of the members. Also, the microfinance provides additional micro-enterprise loans to its
members within the limit as prescribed by Nepal Rastra Bank from time to time. The major sou
rces of funds are member savings along with loans from other BFIs and Equity holders’ funds.

2. 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 the formats mandated by the Directive No. 4 of The Unified
Directives, 2081 as made applicable by the Nepal Rastra Bank(NRB).

2.1. 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 2081.

2.2. Reporting Period and Approval of Financial Statements
The microfinance follows Nepalese financial year based on Nepali calendar starting from 1st
Shrawan and ending on last day of Ashadh.

These financial statements consist two Statement of Financial Position as at 32 Ashadh 2082
and 31st Ashadh 2081. 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 32st Ashadh 2082 and 31 Ashadh 2081 along
with the necessary and related notes.
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2.3.

2.4.

2.9,

2.6.

2.7,

The Board of Directors acknowledges the responsibility for the preparation and presentation of
financial statements as per the provision of The Companies Act, 2063.

These financial statements were authorized for issue by the Board of Directors on meeting held
on 11th March 2026 and recommended for the approval by shareholders in the upcoming 7th
Annual General Meeting of the company

Going Concern
The financial statements have been prepared on a going concern basis, which assumes that the
Company will be able to continue its operations and meet its obligations as they fall due.

As at the reporting date, the Company’s capital adequacy ratio stood at 6.38%, which is below the
minimum regulatory requirement of 8% prescribed by Nepal Rastra Bank (NRB). In addition,
the Company has experienced an increase in non-performing loans during the year, which has
affected profitability and capital levels.

Management and the Board of Directors have formulated measures to restore regulatory
compliance and strengthen the financial position of the Company. These include initiating the
process of merger with another suitable microfinance institution, subject to regulatory approvals,
and seeking approval from NRB for the issuance of right shares to strengthen the capital base.
Further, management is implementing focused recovery strategies to improve asset quality and
reduce non-performing loans, including intensified monitoring, restructuring of viable loans,
and recovery drives.

Based on the planned capital strengthening measures, expected regulatory approvals, and
ongoing recovery initiatives, management believes that the Company will be able to continue
its operations and meet its obligations as they fall due. Accordingly, the financial statements
have been prepared on a going concern basis and do not include any adjustments that would be
required if the Company were unable to continue as a going concern.

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.

Discounting
The non-current assets and liabilities are discounted whenever the discnunting is material and if

required by the NFRS.

3. Significant Accounting Policies

3.1.

Basis of Measurement
The Financial Statements of Microfinance have been prepared on the historical cost basis, except
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3.2,

F3

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

Loans and Advances to staffs Fair value using amortization model as per NFRS 9.
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

In the context of the microfinance’s business, financial asset is any asset that is cash, an equity
instrument of another entity or any instrument with contractual right to receive cash. These
includes portfolio of loans and advances, cash and cash equivalents, receivables, investment
securities, etc.

Financial liabilites are contractual obligation to deliver cash. These include deposits, borrowings
and liabilities that require settlements in cash. Financial assets, liabilities and equity (share capital,
retained earnings etc.) are collectively called financial instruments.

3.3.1. 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 assets and financial
liabilities which are carried at fair value through profit or loss (FVTPL), are charged to the
statement of profit or loss.

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,
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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

3:3:5,

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 be ascertained with certainty at the reporting date.

Impairment on Financial Assets
Microfinance asseses the impairment on financial assets using two approaches viz Regulatory
Approach and Expected Credit Loss Approach.
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For the current fiscal year, the Microfinance assesses all financial assets measured at amortised

cost, including loans and advances, for impairment at each reporting date using the Expected
Credit Loss (ECL) model under NFRS 9 and Expected Credit Loss Related Guidelines, 2024
pronounced by Nepal Rastra Bank.

The microfinance has provided higher of impairment as per the Expected Credit Loss Model
and regulatory provisions required by NRB.

A. Impairment as per Regulatory Provisions

As per directives to microfinance issued by Nepal Rastra Bank, the loans are classified and
impairment is provided for as follows:

Impairment on

Classification Criteria Outstanding
Balance*

Performing Loans
Pass Loan Loans that are due from 0 to 30 days 1%
Watchlist Loans that are due from 31 to 90 days 5%

Loans that are rescheduled/restructured as per the
Restructure™* _ ; 5%

NEFRS amid borrowers repayment difhiculty

Non-Performing Loans

Substandard Loans that are due from 91 to 180 days 25%
Doubtful Loans that are due from 181 to 360 days 50%
Bad Loans that are due upto 1 year/ Misutilized 100%

Loan/Borrowers’ death/dissapearence etc.

*25% of the required impairment is provided for if the loans are insured.

“*for restructured loans, if the loan was in non-performing category before
restructure/resheduling, the provision for such loan will be retained until the loan become
regular for six months. (Restructure/reschedule loan have been classified into the relevant
category according to the period of overdue and provision has also been made for loan losses
of the same category.)

B. Impairment as per Expected Credit Losses (NFRS 9)

Expected Credit Loss (ECL) is a forward-looking approach that requires recognition of credit
losses based on reasonable and supportable information about past events, current conditions,
and forecasts of future economic conditions.

Expected Credit Loss has been applied on portfolio of financial assets using General Approach
as follows:

1. The loans are classified in three stages as follows:
Stage 1: The that have not had a significant increase in credit risk since initial recognition are
classified in Stage 1. This stage includes the following financial assets:
- Initially recognized financial assets (other than those that are credit impaired on initial
recognition)
- Financial assets having no significant increase in credit risk since initial recognition.
- Financial assets for which contractual payments are not overdue or are overdue for up to
1 month.
- Financial assets with low credit risk at the reporting date.

The Microfinance determines at each reporting date whether the financial instruments
meet the requirement of low credit risk. If the instrument does not meet the requirement
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of low credit risk, the Microfinance determines whether the risk of default on the financial
instrument has been increased significantly or not after initial recognition. If the risk has
been increased, the instruments are classified under stage 2.

Stage 2: The financial instruments having significant increase in credit risk since initial
recognition (based on NRB guidelines on ECL) are classified in Stage 2. Other than that the
stage commonly includes the following:

- Financial assets having contractual payments overdue for more than 1 month but not
exceeding 3 months.

- Loans classified as "Watchlist” as per NRB directive on prudential provisioning.

- Loan that has been restructured/rescheduled but not classified as non-performing loan as
per existing provisions of NRB directives.

Stage 3: The credit impaired or defaulted financial instruments are classified or moved to
Stage 3. This stage includes following loans:

- Financial assets having contractual payments overdue for more than 3 months.
- Loan is classified as non- performing as per NRB prudential provisioning directive.
- Credit impaired financial instruments with objective evidence of impairment such as:
* Significant financial difficulty of the issuer or the borrower.
* A breach of contract, such as a default or past due event.
* Theborrower, is for economic or contractual reasons relating to the borrower's financial
difficulty a concession(s) that the lender(s) would not otherwise consider.
* It is becoming probable that the borrower will enter bankruptcy or other financial
reorganization.
Financial assets are transferred between stages depending on their relative change in credit
risk since initial recognition. Financial instruments are transferred out of stage 2 if their
credit risk is no longer considered to be significantly increased and also as per the Policy
on Upgrading of Credit Facilities. Financial instruments are transferred out of Stage 3 when
they no longer exhibit any evidence of credit impairment as described above as per the
Policy on Upgrading of Credit Facilities.

The Microfinance has developed a comprehensive Policy on Upgrading of Credit Facilities
in line with the NFRS 9- Expected Credit Loss Related Guidelines, 2024. Accordingly, credit
facilities other than restructured and rescheduled facilities are upgraded to a better stage.
For restructure and rescheduled loans, the Microfinance monitors restructured/ rescheduled
exposures classified under Stage 3 for a minimum probationary period of 24 months before
up-gradation.

. For financial assets at each stages, ECL is provided for as follows:

Stage ECL Explanations

Stage 1 12 months ECL | A provision for ECL associated with the probability of
default events occurring within the next 12 months

Stage 2 Lifetime ECL A provision representing losses over the life of the

Stage 3 Lifetime ECL financial instrument

. ECL is computed using the following formula:

ECL = Exposure at Default (EAD) x Probability of Default (PD) x Loss Given Default
Exposure at Default (EAD): For stage 1 and stage 2 loans, except loans that are
restructured/rescheduled as per NRB Directives, EAD refers to outstanding principal
plus accrued interest. For Stage 3 loans and loans that are restructured/rescheduled, EAD
represents outstanding principal only.
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Probability of Default (PD): PD refers to probability that the loan will be defaulted. For instance,
in case of stage 1 loans, 12-month PD is used, meaning the probability that the loan at stage 1
will be defaulted in next 12 months. Similarly for Stage 2 loans, the PD is probability that the

loan will be defaulted. For stage 3 loans, PD is considered to be 100%, as the loan is already
defaulted.

Probability of default is computed by analyzing the past movements in portfolio of loans
(historical loan movement between stages). This historical probability is mathematically
calibrated with future macroeconomic outlook (incorporation of forward looking information).
Based on the historical PD movements with historical macroeconomic values, the PD is
forecasted for expected/projected macroeconomic values. As the forecasted macroeconomic
values can vary, the microfinance has done the scenario probability weighting.

Loss Given Default (LGD): LGD is the percentage of exposure that is not expected to be
recovered in the event of a default. The LGD is usually defined as the amount of credit that is
lost by a financial institution when an obligor defaults.

What percentage of defaulted loans are actually recovered? After getting this answer, the non
recovered portion is LGD. To compute LGD, past history of loan recoveries are analyzed. Time
value of money is important here, as the defaulted loans may be recovered in a delayed manner.
The recoveries are discounted with discount rates equivalent to effective interest rate of loan to
compute discounted recovery.

For loans that are backed by collateral, the expected realization of the collateral is also
considered for computing LGD. A prudential floor of 10% is kept in case LGD amounts to zero
due to expected realization of collateral.

4. Use of Significant Assumptions and Judgements

The measurement of impairment losses as per ECL requires judgement, in particular,
the estimation of the amount and timing of future cash flows and collateral values when
determining impairment losses. Management's judgement plays a significant role in
incorporating assumptions on probability of default (PD), loss given default (LGD),
exposure at default (EAD), and macroeconomic factors. These estimates may differ from
actual outcomes, leading to adjustments in future provisions through the Statement of Profit
or Loss. The management judgement, assumptions and analyses has been applied on the
following:

- Management has assessed past five years data for computing ECL.

- Management has assessed loans and advances individually and collectively. Significant
loans and advances are assessed individually for impairment. A collective impairment
provision is established for: Microfinance's homogeneous loans and advances that are
not considered individually significant; and assets of microfinance that are individually
significant but that were not found to be individually impaired. Management has
broadly classified its loan into “Collateral” and "Non-Collateral” for collective
assesment. Management believes that the loans based on this classification have shared
characterstics due to their risk and nature of recoveries. This classification also ensures
the adequacy of data for analyzing and forecasting PDs and LGDs.

- Judgements have been used for setting criteria for qualitatively assessing whether there
has been a significant increase in credit risk (SICR) for classifying loans to Stage 2 and
Stage 3.

- Management has made the choice of various statistical formulas and inputs used in the
development of ECL models.

- Management has also applied assumptions and judgements on associations between
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macroeconomic inputs, such as GDP growth, inflation, remittance inflow and the

effect of these inputs on Probability of Default (PDs).

- The microfinance has taken following macroeconomic metrics into consideration:

Macroeconomic drivers of credit risk | Data Sources
GDP NRB
Inflation NRB
Remmitance Inflow NRB

- The microfinance has considered the following forward-looking macroeconomic

scenarios and their probability weightings.

Scenario As on Ashadh end 2082 As on Ashadh end 2081
Best Case 20% 20%
Base (Normal) Case 30% 30%
Worst Case 50% 50%

- Coupon rate of loan has been considered by the Microfinance as effective interest rate

(refer

As such, the accuracy of the impairment provision depends on the model assumptions and
parameters used in determining the ECL calculations. Each change in the estimates and

judgements and choice of statistical formulas may result in different ECL.

C. Comparison of Impairment as per ECL and Regulatory Provision:

Particulars F/Y 2081-82 F/Y 2080-81
LLP as per Regulatory Provision (NRB |130,625,376 46,082,237
Directives)

As per ECL (NFRS 9 & ECL Guidelines)

Individual Impairment 87,668,049 30,214,626
Collective Impairment 16,528,307 14,680,436
Total ImPairment as per NEFRS 104,196,357 44,895,062

The impairment provision (Loan Loss Provision-LLP) as per NRB Directives is higher for FY
2081.82 and accordingly, the impairment as per NRB directives has been provided for in the

financial statements.

Details of Impairment for FY 2081.82 as per Regulatory Provision

Loan Type Insured Loan Un Insured Loan | Total
Perf{}rmiﬂg Loans 1,708,349,153 410,103 1,708,759,256
Pass Loan 1,583,597,486 298,032 1,583,895,518
Watchlist Loan 105,179,925 - 105,179,925
Restructured Loan 19,571,742 112,071 19,683,813
Nnn-PerfDmng Loans 471,266,127 23,399,585 494,665,712
Substandard Loan 80,807,555 - 80,807,555
Doubtful Loan 44,689,501 236,733 44.926,234
Bad Loan 345,769,071 23,162,852 368,931,923
Total Loan 2,179,615,280 23,809,688 2,203,424,968
Loan Loss Provision 111,934,120 18,691,256 130,625,376
Pass Loan 3,959,008 2,980 3,961,988
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Watchlist Loan 1,314,750 - 1,314,750
Restructured Loan 438,091 28,018 466,109
Substandard Loan 5,329,419 - 5,329,419
Doubtful Loan 5,586,188 118,367 5,704,555
Bad Loan 93,604,620 18,541,892 112,146,512
Additional 1,702,043 - 1,702,043
Details of Impairment for FY 2081.82 as per ECL

FY 2081.82 FY 2080.81
Particulars Exposure at Default | ECL Exposure at Default | ECL
Collateral 186,012,705 5,644,339 213,945,562 4,662,981
Stage 1 126,824,627 515,669 155,357,404 433,170
Stage 2 11,429,129 249,459 38,194,842 597,550
Stage 3 47,758,949 4,879,211 20,393,316 3,632,261
Non-Collateral 2,039,028,794 98,552,018 1,972,702,684 | 40,232,082
Stage 1 1,469,672,844 11,684,679 1,564,112,199 8,162,203
Stage 2 123,634,640 4,078,501 253,062,721 5,487,513
Stage 3 445,721,310 82,788,838 155,527,764 | 26,582,366
Grand Total 2,225,041,499 104,196,357 2,186,648,245 | 44,895,062

3.4. 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 2082.

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 2082.

3.9,

3.6. Property, Plant and Equipment
Recognition and measurement: Property, plant and equipment are measured at cost less
accumulated 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
58-59 years

Type of Asset Depreciation Rate

Buildiﬂgs 5%
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Computer & Accessories | 10-11 Years 25%
Vehicles 13-14 Years 20%
Furniture & Fixtures 10-11 Years 25%
Equipment & Others - 10-11 Years 25%
Equipment

Other Assets 10-11 Years 25%
Intangible Assets Amortized Over 10 years on Straight Line Basis

£ 7

3.8.

3.9.

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. 1,000 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

Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired in
Business Combination isrecognized as goodwill. Goodwill is measured at costless 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.

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.

Investment Property

[nvestment 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 tax payable 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
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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.

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. Interest are credited on deposit
accounts quarterly.

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 2082.

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 obligation at that date. Provisions are
reviewed at each reporting date and adjusted to reflect the current best estimate and are reversed
if there is no probability of outflow of resources.

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 only has lease commitments and does not have such contingent
liabilities and onerous contracts as on Ashadh end 2082.

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
Interest income is recognised using the Effective Interest Rate (EIR) method in
accordance with Nepal Financial Reporting Standards (NFRS). Interest income represents
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compensation for the time value of money, credit risk, and other basic lending risks
inherent in the financial assets.

Recognition by Credit Stage
Stage 1 and Stage 2 financial assets

For financial assets classified as Stage 1 or Stage 2 (except for restructured/rescheduled
advances in which interest is not recognized until it is collected as per NRB directives),
interest income is calculated by applying the effective interest rate to the gross carrying
amount of the financial asset.

The gross carrying amount represents the outstanding principal plus accrued interest,
before deduction of any loss allowance recognised under the Expected Credit Loss (ECL)
model.

Stage 3 (credit-impaired) financial assets

For financial assets classified as Stage 3 (credit-impaired) and loans and advances that are
restructured/rescheduled, interest income is recognized on cash basis, when the interest
is collected.

Interest income is recognized based on the Staging of loans in previous quarter.

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 interest rate 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.

* Asper 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.

* 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.

* 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 Groupss
trading operations and are presented together with all other changes in fair value of
trading assets and liabilities in net trading income.
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* 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. Net Trading 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 Microfinances 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.
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Any unpaid contribution is recorded as a liability under ‘Social Security Fund Payable’
Note 4.21.

3.15.2.2. Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined 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 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 annual period to the then net defined benefits liability (assets), taking into account
any changes in the net defined benefit liability (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.

Microfinance does not have any defined benefit plans as on the date of the financial
statements.

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.

Microfinance provides accumulated leave benefits under its Employees Byelaw. The Home
leave is accumulated up 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
Dhaulagiri Laghubitta Bittiya Sanstha Limited provides concessional loans to the staft
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
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the microfinance makes investments in loans and advances to the customers. The interest
benefit to the staff (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.

3.16. Leases

Microfinance assesses whether a contract is or contains a lease, at inception of the contract.
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 comprise:

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

* Variable lease payments that depend on an index or rate, initially measured using the index
or rate at the commencement date;

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

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

* 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%) 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:

* The lease 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.

* 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).

* A lease contract is modified, and the lease modification is not accounted for as a separate
lease, in which case the lease liability is measured 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.

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
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Lease Liability is presented under ‘Other Liabilities’ in Note 4.21.
3.17. Share Capital and Reserves

3.17.1,

3.17.2.

Share Capital

Financial instruments issued are classified as equity when there is no contractual
obligation to transfer cash, other financial assets or issue available number of own equity
instruments. Incremental costs directly attributable to the issue of new shares are shown
in equity as deduction net of taxes from the proceeds.

Dividends on ordinary shares classified as equity are recognized in equity in the period in
which they are declared.

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.

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 15% as provisioned in NRB Directive No. 1(13) is set aside to
the general reserve.

b) 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 tax
consequences of revaluation. The microfinance hasn't followed revaluation model.

¢) Capital reserve
This is 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.

d) Corporate Social Responsibility (CSR) Fund
1.5% 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 2081-82 | 2080-81
Opening Balance of 1st Shrawan 393,088 531,088
Add: Provision of this F/Y (1% of net profit as per NFRS) - -

Total (A) 393,088 |531,088
Less: Expense for the F/Y

a. Donation to Old Age Home - 138,000
b. Expenses for Social Project works 58,600

c. Direct Donation expenses - -

Total (B) 58,600 138,000
Closing Balance as on Ashadh End (A-B) 334,488 393,088
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e) 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.

f) Client protection fund

Client protection fund is created at 1.5 % of net profit. In addition to this, 35% of excess
dividend in case dividend is declared more than 15% is also allocated to this fund as

per NRB Directives.
The movement in Client Protection Fund is as follows:

Particulars 2081-82 2080-81
Opening Balance of 1st Shrawan 12,721,156 48,252,930
Addition to the Fund this F/Y
a. Interest Income to the Fund 1,684,623 4,153,526

b. 1.5 % of Net profit as per NFRS of the F/y

c. 35% of dividend more than 20%

d. Acquisition of Khaptad Laghubitta Bittiya -

Sanstha Limited

Total (A) 14,405,779 52,406,456
Less: Expenses from Fund this Year

a. Assistance on the death of Borrower and 1,708,817 1,166,847
Guardian of Borrower

b. Transferred to Other Free Reserve - 38,518,453
Total Expenses (B) 1,708,817 39,685,300
Closing balance as on Ashadh End (A-B) 12,696,962 12,721,156

g) Regulatory Reserve
Regulatory reserves is the reserve created for regulatory adjustments on account of

adjustments for Nepal Financial Reporting Standards. The movement in this reserve
is guided by Directive No. 4(3) of Nepal Rastra Bank Directives for Microfinance
[nstitutions. By the end of FY 2081.82, the regulatory reserve represents the following;

Particulars Amount in NPR
Uncollected interest receviables net of staff bonus and income | 13,618,414

faxes

Total amount in Regulatory Reserve 13,618,414

h) Other reserves

The organization previously known as Dhaulagiri Community Resource Development
Centre (DCRDC), an NGO has allocated an amount NPR 38,987,534 from its income as
an Loan Security Fund (not distributable to anyone). During the process of conversion
into microfinance in 2075, the amount has been included in client Protection Fund
rather than other reserves.

As per the Board Meeting no. 25 dated 2081-08-29, decided that the said amount of

fund has been transferred to other reserve (considered free reserve not to be distributed
to anyone).
Any other reserve created with specific or non-specific purpose are presented under
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this by disclosing account heads.
3.18. 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.

3.19. 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: Koshi Province, 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 head office assets, head office expenses, and tax assets and liabilities. The
geographical segment has been identified on the basis of the location of the branches in 7 different
provinces of the country.
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Dhaulgiri Laghubitta Bittiya Sanstha limited

Notes to Financial Statements for the
Year Ending 32 Ashadh,2082

4.1 Cash and Cash Equivalent

Particulars . Current Year = Previous Year
CashInHand 3482515 3,111,329
Balances With B/Fis 176,918,984 152,708,788

Money At Call And Short Notice
Total 180,401,499 155,820,117

4.2 Statutory Balances and Due
from Nepal Rastra Bank

Particulars Current Year Previous Year
52,050,000 ° 2.050.000

...................................................................................................................................................................................................................................................................................................................................
...............................................................................................................................................................................................................................................................................................................................................................................................................

Total 63.633.374 12,133.404
4.3 Placements with Financial Institutions

Particulars I Current Year | Previous Year
Placements with Domestic Fls ’

Total
4.4 Derivative financial Instrument

Particulars | Current Year | Previous Year

........................................................................................................................................................................................................................................................................................................................................................
.........................................................................................................................................................................................................................................................................................................................................................................................................

.................................................................................................................................................................................................................................................................................................................................................................................................................................

Forward Exchange

........................................................................................................................................................................................... T b i i b e e e b o e st b st s e T i b e i s b st

4.5 Other Trading Assets

Particulars | Current Year Previous Year
Treasury Bills | "

...................................................................................................................................................................................................................................................................................................................................................................................

Non-Pledged
4.6 Loan and Advances to MFIs & Cooperatives

Particulars | Current Year Previous Year
Loans To Microfinance Institutions | |

_Less: Allowances For Impairment
Total
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4.6.1:

4.7

4.7.1:

4.7.3:

4.8

Allowances for Impairment

Particulars

Current Year

Previous Year

Balance At Shrawan 1|

...................................................................................

Balance At Asar End

Loans and Advances to Customers

Particulars

Current Year

Previous Year

Loan and advances measured at amortized cost

2,239,502.458

2,208,127,262

99,511.,63

14,968,497

31.113.740

31,113,740

..............................................................................................................................................................................................................................................................................................................................................................................................................

Net amount |
Loan and advances measured at FVTPL

2,108,877.082

.............................................................................................. EETTERTIE 1 T e I I e T T T T T e T e T e T e T e e T T T I T e I e e T T e T T e T L T T I T T T T e T IR T

RS

2,162,045,026

2,108.877,08

©2.162.045.,026

Analysis of Loan and Advances - By Product

Particulars Current Year | Previous Year
Staffloans 14,460,959 . 21,444,350
OtherLoans 2,203,424,968 2,172,818,246
Sublotal === 2,217,885,927 2,194,262,596
Inleredl Beeavinle 21616531 13,864,666
Grand total 2,239,502.458 2.208.127.262

Allowances for Impairment

Particulars

Current Year

Previous Year

e L e T e L e T e i e o bl i i il e, e i s s L)

130.625.376

Balance At Asar End

Balance At Shrawan 1 31,113,740 26,878,792
_____ Impairment Loss For The Year:
Charge For The Year 4,234,948
_____ Recoveries/Reversal During The Year
Balance At Asar End 31,113,740 31,113,740
A otcchve adlowance IOL TRMEIERE . e i
Balance At Shrawan1 B S 14968497 26,428,770
Impairment Loss For The Year: B N
Charge/(Reversal) For The Year 84,543,139 (11,460,273)

Investment Securities

Particulars

Current Year |

Previous Year

Investment Securities Measured At Amortized Cost

Total

Investment In Equity Measured AtFVTIOCI

Ardl aiffdad JAENROT JHT 311.d. 20T9/0T2

CamScanner


https://v3.camscanner.com/user/download

4.8.1: Investment Securities Measured at Amortized cost

Particulars Current Year Previous Year
Debt Securities

..........................................................................................................................................................................................................................................................................................................................................................................

4.8.2: _Investment in Equity Measured at Fair Value Through Other Comprehensive Income
Particulars Current Year Previous Year

4.8.3: Information Relating to Investment in Equities

Particulars Current Year Previous Year
Cost Fair Value Cost | FairValue

PRSP | e i b sl et b i T e 0 e 0 8 e 0 6 b A 0 i 0 8 i b i b 8.4 3 100
..................................................................................................................................................................................................
......................................................................................................................................................................................................

4.9 Current Tax Assets
Particulars Current Year Previous Year
Current Tax Assets

.........................................................................................................................................................................................................................................

L T T e T e e e T T L e T P S e T T T T PR e e PP P O OO T A R T A EETEN R ERE E A R R L T T T T T T T e L T T T T e e P T T e e PP LTI

Total 7,126,531 6.878.169
4.10 Investment Properties

Particulars | Current Year | Previous Year
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Goodwill and Intangible Assets

Particulars Good Software . Oth Total ' Total Asar
will er | Asar 2081 | end 2080
Purchased Deve
loped
e B e .....................................................................

e — FETT e — _ T
Addition During The Year 169,500 169,500 310,760
et W n T S N e
L .
_____ e s o e
e T e e i -

_____ e B YT b T T
T e 5 Al e

e ____________ i e
e e I B _ e

R T e e i
e L M S nn -

Balance As On Asar End 2082 - 1,509,200 ; - 1,509,200 | 1,509,200
e ______ PN (o e i

As On Srawan 1,2080 523,946 - - 523,946 370,402 |
_____ T o I M T e
e ML B S S B

YEEI‘ .................................. =)

Disposals -

e e ol s e i
| s - T — - T T
_____ e e

Amortization Charge For The = 162,971 162,971 170,402

Year :
e ae e et e —— S
T I e -
g ey e T — e T T YTTT

Capital Work In Progress

s M e e _

T TR p T TR ST i m T iy ST
e ¥ - gt T T
T e T = B R T
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4.13

4.14

Deferred Tax
Current Year
Particulars Deferred Tax Deffered Tax * Deffered Tax Assets/
Assets Liabilities (Liabilities)
Deferred Tax On Temporary Differences On : -
Jollowing Itcme. ... ... .. e T e )
JLoan And Advance ToB/Fis | |ttt =
..... Loans And Advances To Customers A% e
nyestment Properlies
_____ Investment Securities B SO SN N |
_Property & Equipment R A e : 8120038 : . (8.120,038)
..... Employees' Defined Benefit Plan 3:950,872 3,950,872
..... Lease Liabilites =~ =~ = e e O L | T O 2D
..... Provisions s
Other Temporary Differences 0 T s e S R -
_____ Deferred Tax On Temporary Differences |~~~ 11855001 | = 8120038 3735053
Deferred Tax On Carry Forward Of Umused Tax Losses 6.499 425 = 6.499 425
_Deferred Tax Due To Changes In Tax Rate - . . e
Net Deferred Tax Asset/(Liabilities) As On Year 10,234,477
..... End Of2088 .. .. .. .. L I
..... Recognized in profit or Loss
Recognized in other comprehensiveincome L
_____ Recognized Directly mequity B . S
Deterred Tax Asset/{Liabilities) As On Shrawan 1 2081 7.031.627
Acquisition of Khaptad Laghubitta Bittiva Sanstha ' -
L S S S
gmsinaton/iRevered) Davine AR Near. . o000 0E e s e R N e
Deferred Tax Expense/(Income) Recognized In (3.202,851)
_____ Profit Or Loss
Deferred Tax Expense/(Income) Recognized In -
Other Comprehensive Income
Deferred Tax Expense/(Income) Recognized In -
Directly In Equity
Previous Year
Particulars Deferred Tax Deffered Tax Deffered Tax Assets/
e Assets Liabilities = (Liabilities)
Deferred Tax On Temporary Differences On
_____ Following Items
Loan And Advance ToB/Fis B R e R R
_Loans And Advances To Customers & = S 1999819 : (1,999.819)
Investment Properties e b
..... Investment Securities
Property & Equipment =~ e | 0517551 . (10.517.551)
..... Employees’ Defined Benelit Plan .4.216,456 o 4,216,456
_Lease Liabilities L2333 707 1 s 1,233,707
..... Provisions

12,517,370

..............................................................................

Net Deferred Tax Asset/(Liabilities) As On Year
End Of 2080

..............................................................................................................................

Deferred Tax Expense/{(Income) Recognized In Directly
Equity

In

7,031,627
.............................. 552{”}_} 5
........................................ (15115547

Other Assets

Particulars

- Current Year

Assets Held For Sale

Previous Year

_____ Bills Receivable
AECDU“EE RECEi‘h’ﬂblE ........................ "H]B’“ﬁg lﬂ'ﬂﬁﬁﬂs 94 ........
Accrued Income
Prepayments And Deposits ~ ~ ] 163004 192247 =
Income Tax Deposit o e o K T
_Deferred Employee Expenditure =~~~ 1,566,489 1693141
Oters e 1,163,881 116007
Total | 3.801.443 - 4,068.290
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4.15

4.16

4.17

4.18

4.19

Due to Bank and Financial Institutions

Particulars

- Current Year

. Previous Year

Other I——

Total

Due to Nepﬂl Rastra Bank

Particulars

Refinance from NRB

'D'the'r'Paya;bles to NRB

ity | W L i i Formerd A el | s & e o s b i b i s v L by Dm0 s st 1 B § e 1 A i i il T Vot e HrsbirH e i i e (e el H i Hrisridi e e

Securities Sold under Repurchase Agreements &

i

Derivative Financial Instruments

Particulars

- Previous Year

SLAE B 1 N AR R A Bl 1§ b B A ] e T bt b 1 D S U A N At 1§ G L AL 00 | St U1 a0 Bt 1 1 a5 At 1 DAt § i B d U D Bt U0 At b B 1 1 St s s 0 0 it 18 it U St § Bt Bt 8 WOt 0 Bt 8 A 1§ It § 0 Bt 0 WB it d | St U b 1 0 B B Gt b A in b § St S 8 S 8 Bt | 0 i

......................................................................................................................................................................................................................................................................................................................................................................................................................

Deposits from Customers

Particulars

Institutions Customers:

B S ey ey Doety P S ] PV iers Pl e Ly LS Al B SR e Ll o B R e i et AL et PRl et st RSt | FESEESA e S it PR Ll Pl PPt WP ey 11 g B | P B e B P ey S0 Lrew . [y IS PLPY P By L el ) P ity TSR S et okt [y B Pt § ALt [y AL =S Pty SRSt el BB B A S rie B Tra r L et oy PO et bty Ly S er

Other
Individual Customers:

'856.429.784

.......................................................................................................................................................................................................................................................................................................................................................................................................................

"780.742.851

Burruwing

Particulars

. Current Year

- Previous Year

....DD mes tit Bﬂrrn“rin o e 8 e 8 R 8 8 8 S R B R 8 B et B 8 s 8 £

Nepal Government

Oitve ool listtitione.

..............................................................................................................................................................................................................................................................................................................................................................................................................

Foreign Borrowing

1 1,233,799.864

Foreign Bank and Financial Institutions

Multilateral Development Banks

Other Institutions

- 1,233,799,864

- 1,262,118,240
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4.20

4.20.1

4.21

4.21.1

4.21.2

4.21.3

Provisions

Particulars

Movement in Provision

Particulars

Balance At Shrawan 1

Balance at Asar end

Other Liabilities

Particulars

- Current Year

. Previous Year

_____ L i_g;__l_:g_ility For Employees Defined Benefit E_'I_I:n]igatiﬂns
Liability For Long-Service Leave & 13,169,573 13,495,513
Short-Term Employee Benefitts 437281 | 305,083
Bills Payable )
NSt D T T N | BT AILTTS .o 11,940876
Interest Payable On Deposat 80,219,957 74,624,545
_____ [nterest Payable On Borrowing 52,128
_____ Liabilities On Deferred Grant Income &
Liabilities Under Finance Lease 26347396 37,445,690
Employee Bonus Payable @ ST 3437
Other 1,003,354 1,183,994 )
Total ' 138.522.464 ' 138,999.139

Defined Benefit Obligations

The amounts recognized in the statement of financial position are as

follows:
Particulars Current Year Previous Year
_____ Present Value Of Funded Obligations

! Remgnizﬂd Liahility For Defined Benefit Oblhi gatinns

Plan Assets
Plan assets comprise:

Particulars

Current Year

Previous Year

Equity Securities

‘GovernmentBonds

Bank Depnsit

Actual Return On Plan Assets

Movement in the Present Value of Defined Benefit Obligations

Particulars

. Current Year

Benefits Paid By The Plan
Current Service Costs and Interest

Defined Benefit Dbligatinns at Asar End
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(o) enforét crgis Rt wreen forres

4.21.4 Movement in the Fair Value of Plan Assets
Particulars Current Year . Previous Year
Fair Value Of Plan Assets At Shrawan 1 |

............................................................................................................................................................................................................................................................................................

........................................................................................................................................................................................................................................................................................................................................

Fair Value Of Plan Assets At Asar End
4.21.5 Amount Recognized in Profit or Loss
Particulars Current Year - Previous Year

4.21.6 Amount Recognized in Other Comprehensive Income
Particulars Current Year ' Previous Year
Actuarial (Gain)/Loss |

4.21.7: Actuarial Assumpﬁuns

Particulars
Discount Rate |

.........................................................................................................................................................................................................................................................................................

4.22 Debt securities issued
Particulars - Current Year - Previous Year
Debt Securities Issued Designated as at Fair Value |

Total - -
4.23 Subordinated Liabilities
Particulars ' Current Year | Previous Year

Redeemable Preference Shares
Irredeemable Cumulative Preference Shares (Liabilities Component)

................................................................................................................................................................................................................................................................................................................................................................

........................................................

Share capital
4.24

Particulars Current Year - Previous Year

_____ Perpetual Debt (Equity ComponentOnly)
Proposed Bonus Share L o 6
Total 133.100.000 133,100,000

4.24.1: Ordinar}’ shares

Particulars Current Year . Previous Year

_____ Authorized Capital
10,00,000 Ordinary Shares of Rs. 100 Each .~ . e
'25.00,000 Ordinary Shares of Rs. 100 Each | 250,000,000 250,000,000

1331000 Ordinary Shares of Rs. 100each 133,100,000 133,100,000
Subscribed and paid up capital
700,000 Ordinary Shares of Rs. 100 kach . |
1331,000 Ordinary Shares of Rs. 100each 133,100,000 ' 133,100,000
1331,000 Orsinary Shares Of Re. J0OSOER, ey O
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4.24.2

4.25

4.26

4.26.1

Ordinary Share Ownership

Particulars Current Year Previous Year
- Percent -~ Amount - Percent - Amount

Domestic Ownership (Promoter) ' 67.69% | 90,100,000 . 67.69% 90,100,000

Nepal Government 0.00% ! - | 0.00% -

A" Class Licensed Institutions = 11.27% . . 15,000,000 | 11.27% . 15,000,000

_Other Licensed Institutions 0.85% . . 1125000 = 0.85% 1,125,000

_Other Institutions 1 2367% | 31,500,000 | 23.67% | 31,500,000

Other 3191% 42,475,000 . 3191% 42,475,000

_Domestic Ownership (Public) = 32.31% 43,000,000  32.31% . 43,000,000

Nepal Government 000% . . . .

A Class Licensed Institutions 0.00% .

Other Licensed Institutions & ] 0.00% { =

Other Institutions 0.96% 1,280,975 0.96% 1,280,975

Other 31.34% 41,719,025 | 31.34% | 41,719,025

Foreign Ownership Promoter S S o 000% =

_Foreign Ownership Public I I o 000% ot

Total 100.00% 133,100,000  100.00% = 133,100,000

Reserves

Particulars Current Year - Previous Year

Savory Genersl Resmpve e b 11,541,228 : . .. 11,541,228

Capital Reserve 10,000.000 ; . ... 10,000,000

Exchange Equalization Reserve _________

Investment Adjustment Reserve q __________

_Capital Redemption Reserve . P W—

Regulatory Reserve 13,618,414 = 11,155,256

_Assets Revaluation Reserve D

Fair Value Reserve

Dividend Equalization Reserve q ___________

Actuarial Gain S

Special Reserve |

Debenture Redemption Reserve &

_Other Reserve | —

Corporate Social Responsibility Rgserve 334 488 393 (}SH

_Client Protecionfund . 12,696,962 . 12,721,156

Deferred Tax Reserve 10,234,477 = 1,031,627

Staff Training Fund e

___pther Free Reserve-Loan Security Fund 38.987.534 _ 38.5 18,453 _____

Total 97.413.104 | 91,360,811

Cnntiugent Liabilities and Commitments

Particulars

Previous Year

Contingent Liabilities

Capital Commitment
Lease Commitment

Lit1 _gatic:n

Others

Total

33,515,494

45,602,605

Capital Commitments

Capital expenditure approved by relevant authority of the institution but provision has not been

made in financial statements.

Particulars

. Current Year

Previous Year

Capital Commitments In Relation To Property

Sub Total

Capital Commitments In Relation To Intangible

Assets

_Approved And Contracted For
____;ﬁ.pprnvﬂd But Not Contracted For

Sub Total

EAERTE TRTCTTT T e TR TR TS TR PSS TP T TTR ST RT TY CYET. TTTTET TTICITTRS TESST TRT ITETTTR L TREST TETTERTT TRE TR T e BT TRTCRTTE,

Total

Aial aifde JAENIoT JaT 311.d. 20C9/0T2

(84 CamScanner


https://v3.camscanner.com/user/download

4.26.3

4.27

4.28

4.29

eIt crgfac faciier ween feifdres

Lease Commitments

Particulars " Current Year " Previous Year

Operating [Lease Commitments

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

......................................................................................................................................................................................................

SubTotal
_Finance Lease Commitments (Undiscounted) . 1 ————
Future Minimum Lease Payments Under Non
Cancellable Operating Lease, Where Institution
_____ ot Lattor Thimt 1 YOt s sssipsis s e SO0 o] SOOI
Later Than | Year But Not Later Than 5 Years 21514645 29,281,183
_____ Later Than> Years 2213259 16,229,478
_____ Sub total | 33,515,494 45,602,605
Grand Total 33,515,494 45,602,605

Litigation

The microfinance has not been a party to any litigation claims during the fiscal year 2081/82.

Interest Income

Particulars - Current Year - Previous Year
..... Cash And Cash Bquvalent oo e pepe ey 2eUUTSI% e Jad 19810,
..... Due From Nepal Rastra Bank |
_____ Placement With Bank And Financial Institutions
..... Loan And Advances To Financial Institutions =
_____ Loans And Advances To Customers . 328490892 | = 258,651,087
_____ e e T N TIrun. ——————
..... Loan And Advances ToStatk . . o bR A e g T AT 19T
B SR 83,781 . 529,055
Total Interest Income 333.568.331 262,933,149
Interest Expenses
Particulars - Current Year - Previous Year
_____ Due To Bank And Financial Institutions
_____ Due To Nepal Rastra Bank e
WELT R RN T TR - W e YL —— 60,825,318
_____ DOTOWINE. oo e oo s s LA L RO L 124,201,561
..... Debt Securities Issued
Subordinated Liabilities
_____ Other (On Lease Liability) e 2429.277 .3:442.545
Total Interest Expense 179,450,795 188.469.624
Fees and Commission Income
Particulars Current Year Previous Year
..... Loan Administration Fees L
_____ Service Fees 21,560,539 27,773,056
R S S
..... Card Issuance Fees
..... Prepayment And Swap Fees
_____ Remittance Fees
b L T M. .
_____ Other Fees And Commission Income 14,629,282 14,243,355
Total Fees and Commission Income 36.189.821 42,016,411
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4.30

4.31

4.32

4.33

4.34

Fees and Commission Expense

Particulars Current Year Previous Year
§ Emkerag_e
_ATM Mangement Fees I ) I - -

) ‘Vlsa Master Can:l Fees )

Guarantee Eﬂmmxﬁsmn Fees

__Bmkeraﬂe _ -
DD/ TTI Swift Fees

Total Fees and anmlhmun

Net Trading Income

Particulars

""Dther
Net Trading Income

Other Operating Income

Particula rs

Impairment Charge/ (Reversal) for Loan and Other Losses

Particulars

Current

Year

Previous
Year

Impairment Charge/(Reversal) On Loan And Advances To B/Fis
1mpa1rmcm Lharg::f{ Rw:.ra.al} On Loan ..-"'Lﬂd Advancu.,s To Customer

Fmanma] Insnmtiﬂns

""lmpalrmem Lhargef[_]{everba]) On Placement With Banks And

14[} {ﬁ e 7*?.3}

84,543

140 (6,959,758)

Personnel Expense

1 6.353.736

Particulars Current Year Previous Year
T ——— 1 44006266 @ 47,012,128 .
hllﬂwan-:cs ! 30202437 131556237

3 Erﬁﬁ 644

Uniform

Traiting = DL\rclt}ment L}cpmsn: I . J-

CEO training e TP —

Medical
Insurance
Employees Incentive

Cash-Seitled Share-Based Payments ...

Staff Lcﬂchxpmcs

Staff Cﬂmmumcatmn

; 'FIuhtntal

Grand total

Emplﬂ}’c:.s B(}nus e

............................................................................................................................................................................................................................................................................................................................................... =

95 974,150

I[lMHﬂELKpEHSLUHdLTNIRSE S

83781
- 851,162

A B At 0 S 8 8§ 0 08 S 00 A 8 8 oo 3 4 il i b A i B 1 A ded g

3261 37& N
L I |
3522192 3.617,024

[ T S ——
_____ R LD N S
734,652 795,428

) 95,041 I{Illl o

';H 041,200

539,055
296352

................................................................................................................................................................................................................................................................................................................................................

845158

B 95. 9".-'4 lﬁﬂ
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4.35 Other Operating Expense
Particulars Current Year Previous Year

Directors' Fee 460,700 | 468,000
Directors' Expense , 665,064 910,083

Auditors' Remuneration 469.500 189,500

Other Audit Related Expense 538,200 293,391

_Operating Expense Of Investment Properties N— PO RN
Commision & Discount |

Total 32,065,144 30,165,604

4.35.1 Office Administration Expense

Particulars Current Year Previous Year
' 575.061 ' 600,851

Repair And Maintenance 584,610 224,037

(A) Building - -

(B) Vehicle 409.495 102,937
(C) Cﬂmputer And Accessories 136.545

(E) Other 28.350 121,100
Insurance 251,759 188,127

Printing And St:ﬂtiunery 1,406,395 1.638.239

Advertisement

Deposit And Loan Guarantee Premium
Travel Allowance And Expense . 243798 . 2,289,748
Loan Security Premium Ex]}Enses 8.744.795 6,244 316

Loan Processing Fee Expenses 1,853,531 3,843,840

Hospitality Expenses I 146,204 45,820

Annual/Special General Meeting Expense 274,673 205,178

R L Rl OO OO ... ..., 15 SOOI ...
(B) Registration & Renewal Expenses 820,190 780,051
(C) Low cost Item Expense - 125,201

(D) Center Meeting Expense 6.981,774 7,630,791

(E) Member Related Expenses = 65,860

(F) Guest Welfare Expenses
(G) Write Off Expenses

(J) Commisson & Discount Expenses : :
(K) Bank Charge Expenses 49 869 | 48,933

Other Expenses 124418 353,017
Staff Recruitment Expenses 32,840 | 2.500

Office Management Expense | 07,172 ; .
....ClosingExpense o I98M4S
... Miscellaneous Expenses 0 8999 .-

Contingency Expense 2,084,822

(Q) Share Issue, Manage Exp & Share Listing | o 165,000

Total 28,492,635 - 26,542,056
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4.36

4.37

4.38

4.39

Depreciation & Amortization

Particulars . Current Year . Previous Year
_____ Depreciation On Property And Equipment 11636361 11826930
Depreciation On Investment Property
Amortization Of Intangible Assets 162971 .l 170,402

Total 11,799,332 11,997,332

Non Operating Income

Particulars . Current Year . Previous Year

Total - ~

Non Operating Expense

Particulars Current Year Previous Year
Loan Written Off

Total - -
Income Tax Expense
Particulars " Current Year . Previous Year

- 57.820

- 1,250,779

L (3,202851)

_ (1,511,554)

1,250,779

_____ Origination And Reversal Of Temporary Differences (3.202,851) (1,511,554)
Changes In Tax Rate N | S S
_____ Recognition Of Previously Unrecognized Tax Losses —

Total Income Tax Expense (3.145,031) (260,774)

4.39.1: Reconciliation of Tax Expense and A{:cnunting Profit

Particulars

- 31.03.2081

- 31.03.2080

AVREEERPOOREE . s e e s s S
Less: Tax Effect On Exempt Income | |

Profit Before Tax

Tax Amount At Tax Rate OF 30% e

1 (33,141459)

(14,697,394)

....................................................................................................................................................................................

.................................................................................................................................................................

_____ Interest Expenses on Lease Liabiity 1~ . .1046225
Repair & Maintenance Expenses 131,354 67,211

Depreciation & Amortization Expenses 3,539,799 3,599,200

_____ Employee Leave Expenses Not Allowed e m ... 894291
Other Expenses " 31.650
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Dhaulagiri Laghubitta Bittiya Sanstha Limited

Significant Accounting Policies and Notes to the Financial Statements
For the year ended 32st Ashadh 2082 (FY 2081.82)

5. Disclosure and Additional Information
5.1. Risk Management
In particular, the microfinance program provides financial services to the needy and poor
households. Since people in such households 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
an 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 the 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 periodically reviews 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 risk management system. The Risk Management Committee comprises of

following Members:
S.N. [ Name Designation

1 [Sr. Adv. Hari Prasad Sharma | Coordinator

2 | Mr. Sanjeeta Nepal Ex Officio Member

3 Mr. Min Prasad Joshi Member, Operation Department

4 | Mr. Prakash Bahadur Bogati | Member, Recovery Department

5 | Mr. Uday Raj Timalsena Member-Secretary, Credit Department
Risk Governance

Microfinance implemented policies and procedures to mitigate the risk at enterprises level
arising to the microfinance and 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 responsible for the
establishment of, and compliance with, policies relating to Operation risk & Credit risk.

The Microfinances 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
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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,
senior management, and internal audit committee.

5.1.1. 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 of mismatches 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 are not able to repay the savings and other 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.

c. 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 by the 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 approving the loan and investing will be assigned
a certain responsibility, the concerned employee will have to invest the loan realizing their
responsibility.

The post pandemic effects and the movement against microfinance institutions have a
significant and ongoing impact on the industry, and this has caused deterioration in the credit
quality of the organizations loan portfolio. The non-performing loans, though have been
moderated this year, continue affecting the profitability of the organization. The following
procedures/practices have been followed:

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

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

Arat aiffad JTENROT JAT 311.d. 20C9/0T2

L& CamScanner


https://v3.camscanner.com/user/download

emmﬁmmm

« Monitor utility of the borrowed fund in the following months of borrowing and ensuring
the fund is utilized for income 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 business loans,

» 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. If the 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.

« In the 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.

« Each branch is audited once a year. While conducting such audit, it is compulsory for
Internal Auditors to 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

The risk that arises during the day-to-day operations of an entity is called operating risk. In
this program, small but large number 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 their post 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.

5.1.5. Market Risk

The Microfinance recognizes market risk as the possibility for loss of earnings or economic
value to the Microfinance caused 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 of the market, and reduce the risk by
providing appropriate responsibilities to the employees from the top to the bottom based 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
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« Costof service

» Fluctuations from changes in policy rules

« Strategies adopted by other organizations to attract their customers
« 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:
« 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 in a 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 lines of defense model defines the roles and responsibilities
for compliance and integrity risk in the Microfinance. The first line 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 and integrity risks and coordinates its control activities with
the Risk Management Unit. The Chief Compliance Officer reports to the CEQO. 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.
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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.

(1) Qualitative disclosures
Nepal Rastra Bank has directed the Microfinance to develop own internal policy, procedures
and structures to manage all material risk inherent in business for assessing capital
adequacy in relation to the risk profiles as well as strategies for maintaining capital levels.
This includes basic requirements of having good governance, efficient process of managing
all material risks and an effective regime for assessing and maintaining adequate capital.
The Microfinance BODs approved risk management policies for proper governance. The
Microfinance has developed a comprehensive ICAAP document which is subject to review
every year. The ICAAP has two major components; first is an internal process to identify,
measure, manage and report risks to which the microfinance is exposed or could be exposed
in the future; and second is an internal process to plan and manage a microfinances’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.

(ii) Quantitative disclosures
Capital Structure and Capital Adequacy

« Tier 1 Capital and a breakdown of its components:

Particulars 32.03.2082
Paid Up Equity Share Capital 133,100,000
Irredeemable Non-Cumulative Preference Shares

Share Premium

Proposed Bonus Equity Shares

Statutory General Reserves 11,541,228
Retained Earnings (50,015,231)
Capital Redemption Reserves Fund

Capital Reserves 10,000,000
Calls in Advance

Deferred Tax Reserve 10,234,477
Other Free Reserve 38,987,534
Less: Goodwill

Less: Deferred Tax Assets (10,234,477)

Less: Fictitious Assets

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: Loans and Benefits to the person or group restricted by law
Less: Purchase of Land & Building In excess of Limit & Utilized
Total Tier 1 Capital 143,613,531

Tier 2 Capital and a breakdown of its components:
Particulars 32.03.2082
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General Loan Loss Provision 5,742,846

Additional Loan Loss Provision 1,702,043

Hybrid Capital Instruments

Unsecured Subordinated Term Debt

Exchange Equalization Fund

Investments Adjustment Reserves

Assets Revaluation Reserves

Total Tier 2 Capital 7,444,890
Total Qualifying Capital

Particulars Amount (NPR.)

Core Capital (Tier 1) 143,613,531

Suﬂ}lementary Capital (Tier 2) 7,444,890

Total Capital Fund 151,058,421

Statement of Risk Weighted Assets (RWA) At the month end of Ashadh, 2082
A. On-Balance-Sheet Items

S. | Description Weight | 2082.03.32 RWA

N. (%)

1 | Cash Balance 3,482,515 =

2 | Gold (Tradable) -

3 | NRB Balance 52,050,000 -

4 | Investment To Govt. Bond - -

5 |[Investment To Nrb Bond -

6 |Loan Against Own Fd - -

7 | Loan Against Govt. Bond -

8 | Accrued Interests on Govt. Bond - -

9 | Balance On Domestic Banks and 20 188,502,358 37,700,472
Financial Institutions

10 | Money At Call 20 -

11 | Inter-Bank Lending 20 -

12 | Investment On 100 -
Shares/Debentures/Bonds

13 | Other Investments 100 -

14 | Loans & Advances, Bills 100 2,239,502,458 | 2,239,502,458
Purchase/Discount

15 | Fixed Assets 100 35,175,580 35,175,580

16 | Net Interest Receivables (Toral Ir - 8 - 100 -
Interest Supsense)

17 | Net Non-Banking Asset 100 -

18 | Other Assets (Except Advance Tax 100 3,801,443 3,801,443
Payment)
Total On-Balance-sheet Items (A) 2,522,514,354 | 2,316,179,953
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B. Off-Balance-Sheet Items

S. Description Weight Current period
N. (%) | Amount (NPR.) RWA
1 | Guarantee 0 - -
2 | Irrevocable Loan Commitment 10 - -
3 | Possible Liabilities for Income Tax 20 - -
4 | All Types of Possible Liabilities 20 - -

Including Acceptance
5 | Unpaid Portion of Partly Paid Share |50 - -

Investment
6 | Unpaid Guarantee Claims 50 - -
7 | Claimed but not accepted Liabilities | 50 . -
8 | Amount To Be Maintained for 100 50,450,287 50,450,287
Operational Risk (2% Of Total Assets)
Total Off-Balance-sheet Items (B) 50,450,287 50,450,287
Total Risk Weighted Assets (A) + (B) 2,572,964,641 | 2,366,630,240
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 %) 6.38%
Core Capital maintained (in %) 6.07%

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

For FY 2081.82

pacatocies As on Ashadh End 2082
Amortized Cost| FVTPL | FVTOCI | Total (NPR.)
Financial Assets
Cash and Cash Equivalents 180,401,499 180,401,499
Statutory Balances & due from NRB 63,633,374 63,633,374
Placement with Bank and Financial -

Institutions

Derivative Financial Instruments -
Other Trading Assets -
Loans and Advances to MFIs & Co- -
ﬂjeratives
Loans and Advances to Customers 2,108,877,082 2,108,877,082

Investment Securities ; "

Investment in Subsidiaries =

Investment in Associates -

Investment Property -
Other Assets 908,069 908,069
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Total Financial Assets 2,353,820,024 - -1 2,353,820,024
Financial Liabilities -
Due to Bank and Financial - -
Institutions
Due to Nepal Rastra Bank - -
Derivative Financial Instruments - -
Depnsits from Customers 856,429,784 856,429,784
BDerwings 1,233,799,864 1,233,799,864
Other Liabilities 17,292,775 17,292,775
Debt Securities Issued -
Total Financial Liabilities 2,107,522,423 - -1 2,107,522,423
For FY 2080.81

Particulars As on Ashadh End 2081

Amortized Cost | FVTPL | FVTOCI | Total (NPR.)

Financial Assets

Cash and Cash Equivalents 155,820,117 155,820,117

Statutory Balances & due from NRB | 12,133,404 12,133,404

Placement with Bank and Financial -

Institutions

Derivative Financial Instruments .
Other Trading Assets =

Loans and Advances to MFIs & Co- -
ngeratives

Loans and Advances to Customers |2,162,045,026 2,162,045,026
Investment Securities i, .

Investment in Subsidiaries .

Investment in Associates =

Investment Property -

Other Assets 1,066,894 1,066,894
Total Financial Assets 2,331,065,440 |- . 2,331,065,440
Financial Liabilities

Due to Bank and Financial - -

Institutions

Due to Nepal Rastra Bank - :

Derivative Financial Instruments - -

Deposits from Customers 780,742,851 780,742,851
Borrowings 1,262,118,240 1,262,118,240
Other Liabilities 11,940,876 11,940,876
Debt Securities Issued -

Total Financial Liabilities 2,054,801,967 |- » 2,054,801,967

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
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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:

a. Koshi Pradesh
b. Madhesh Pradesh
c. Bagmati Province
d. Gandaki Province
e. Lumbini Province
f. Karnali Province

g. Sudur Paschim Province

The transactions and account balances in central office has been considered as Unallocated

items.

5.4.2. Information about profit or loss, assets and liabilities

S. Particulars Koshi | Madhesh | Bagmati | Gandaki Limbini Karnali Sudur Total
N. Province| Province | Province Province Province |Province Pashim
Province
(a) |Revenues From 37.261,508| 10,985.,465| 151,028,049 95,672,378 - 74,810,752 369,758,152
External Customers
(b) |Intersegment - - - - - - - -
Revenues
(c) |INet Revenue -1 37,261,508| 10,985,465| 151,028,049 95,672,378 = 74,810,752| 369,758,152
(d) |Interest Revenue -1 34,820,779 10,254,490] 132,306,626 86,384,605 - 69,801,830 333,568,331
(e) |Interest Expense -1 2,488,016 1,035,879 142,451,582 30,116,651 - 3,358,667 179,450,795
[f] Net Interest Revenue -1 32,332,763| 9,218,611 {1{],144,956] 56,267,954 - 66,443,163 154,117,535
(g) |Depreciation And = 193,702 88.405| 10,403,324 506,627 - 607,274 11,799,332
Amortisation
{h} Segment Profit /(Loss) - 7,972,635| 3,886,078| (87,000,054) 24 237,554 - 18,343,939 {33,141,459]
(1) [mpajn‘nenl Of Assets -1 17,518,345 2.433,249 19,091,641 12,388,013 - 33,111,891 84,543,140
(K) |Segment Assets -1 218492701 62,908,006] 988,849,149 583,862,961 -| 537,776,160| 2,391,888,977
(L) |Segment Liabilities -1 35,303,259| 12,557,323| 1,707,033,455| 422,331,448 : 51,526,627| 2,228,752,112

5.4.3. Reconciliations of reportable segment revenues, profit or loss, assets and liabilities

(a) Revenue

Total Revenues for Reportable Segments

369,758,152

Other Revenues

Elimination of Intersegment Revenues

Entity’s Revenues

369,758,152

(b) Profit or loss

Total Profit or Loss for Re_pnrtable Segments

(33,141,459)

Other Profit or Loss

Elimination of Intersegment Profits

Profit Before Income Tax

(33,141,459)
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(c) Assets

Total Assets for Repnrtable Segments 2,391,888,977
Intersegment Assets -

Unallocated Current Tax Assets 7,126,531

Unallocated Detferred Tax Assets 10,068,123

Entity’s Assets 2,409,249,985
(d) Liabilities

Total Liabilities for Reportable Segments | 2,228,752,112
Intersegment Liabilities -

Unallocated Amounts
Entity’s Liabilities 2,228,752,112

5.4.4. Information about major customers

The microfinance does not have any customers that account for more than 10% of
entity’s revenue.

5.4.5. Information on the Geographical areas

Domestic 369,758,152
Province 1 -

Madhesh Province 37,261,508
Bagmati Province 10,985,465
(Gandaki Province 151,028,048
Lumbini Province 95,672,378
Karnali Province -
Sudurpaschim Province 74,810,752
Foreign -

Total 369,758,152

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 NFRS 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 Share Holdings
1 | Ms. Sirjana Thapa Chairman Promoter
2 | Sr. Adv. Hari Prasad Sharma
3 | Mr. Jiban Acharya Director Promoter
4 | Mr.Chet Narayan Sapkota Director Public
5 | Ms. Sanjeeta Nepal Director Public
6 Mr. Shiva Ram Joshi CEO
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5.7.2. Transactions with and Payments to Directors & Key Managerial Personnel
Board of Directors Allowances and Facilities are stated as follows

No of Meetin
DN Particulass Meetings | Fees (NPIg{.)
1 Board Meeting 11 316,000
2 | Audit Committee Meeting 6 36,000
3 Risk Management Committee 6 55,500
4 | Assets Money Laundering Prevention Committee 5 36,000
5 | Others (Employee Pay Committee) 3 14,500
Total 31 468,000
Key Mangement Personnel’s Employee Benefits

S.N. Particulars Amount
1 Short Term EmPln}ree Benefits 20,48,671.14
2 Retirement Benefits 65,155
3 Others 20,84.822
Total 41,98,648.14

5.8. Merger and Acquisition
Microfinance has the following merger committee formulated dated 2082-05-06 for the

merger proposed.
1. Mr. Jiban Acharya - Coordinator
2.Mr. Chet Narayan Sapkota - Member

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 other 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".

5.11. Proposed Dividend
No dividends have been proposed for distribution for FY 2081.82.

5.12. Previous Year Figures
Previous year figures have been regrouped and rearranged whereever necessary. In the

previous year published financial statement, staff communication expenses amounting
NPR 2,987,355 and staff tiffin expenses amounting to NPR 2,691,003 were reported
under Administrative Expenses. These have been now reclassified to Personnel Expenses.
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Hem Lal Thapa
Credit Depart
dibs.credit@gmail.com

Ashok Sapkota
Internal Audit Depart
ashok.sapkota@dhaulagiribank.com

Tanka Prasad Dhakal
Monitoring Office Tikapur
dlbs.accdep076@gmail.com

Bindu Lamichane

Monitoring Office Arghakhanchi
bindu.lamichhane@dhaulagiribank.com

Rekha Adhikari
Monitoring Office Wami
rekha.adhakari@dhaulagiribank.com
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Dhanmaya Shreesh
Credit Depart
dibs.credit@gmail.com

Lok Bahadur Gharti
Internal Audit Depart
lokbahadur.gharti@dhaulagiribank.com
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Yam Nath Sharma
Monitoring Office Baglung
dlbsmonitoring.baglung@gmail.com

Mukti Subedi
Monitoring Office Simalchaupari
dlbs.accdep076@gmail.com

Lokendra Rawal
Monitoring Office Manjhariya
dibsmonitoring.manjhariya@gmail.com

Sirjana Sharma
Credit Depart
dlbs.accdep076@gmail.com

Gangram Bhushal
General Service Depart
dlbs.gsdepart@gmail.com

Tirtha Raj Ghimire
Monitoring Office Attriya
tirtharaj.ghimire@dhaulagiribank.com

Lal Mohamad
Monitoring Office Chimtaha
lal. mohammad@dhaulagiribank.com

Bam Bahadur Ghari
Monitoring Office Pokhara
gharti.bam@dhaulagiribank.com
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Pratik Adhikari

Tikapur Kailali Branch
9765674805,9843245500
dibs.tikapur@dhaulagiribank.com

Sushila Karki

Branch Office Naudanda
061-4140759847613132
dibs.naudanda@dhaulagiribank.com

Durga Thapa Magar

Branch Office
Pokhara061-5874929867692825
dlbs.pokhara@dhaulagiribank.com

Indu Pariyar

Branch Office Baglung
068522279,9867701715
dlbs.baglung@dhaulagiribank.com

Tila Thapa

Branch Office Bareng
068690894,9847665843
dlbs.bareng@dhaulagiribank.com

Anjuna Sunar

Branch Office Lekhnath
061-563179,9847663890
dlbs.lekhnath@dhaulagiribank.com

Asmita Pokharel
Branch Office Sisahaniya

082-402001,9742901514
dlbs.sisahaniya@dhaulagiribank.com

Anita Tamrakar

Branch Office Tansen
0844736158,9847361749
dlbs.tansen@dhaulagiribank.com
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Lalit Rawal

Ramaroshan Achham Branch
97656748339848524651
dlbs.ramaroshan@
dhaulagiribank.com

Nabin Malla

Attaria Kailali Branch
9765674829,9847140073
dibs.attariya@dhaulagiribank.com

Ram Prasad Poudel

Branch Office Burtibang
068-4101499709384047
dlbs.burtibang@dhaulagiribank.com

Umesh Raj Sharma

Branch Office Darwang
069-420102,9848521937
dlbs.darbang@dhaulagiribank.com

Baidhynath Prasad Yadav

Branch Office Bhimphedi
057-410089,9865068800
dlbs.bhimphedi@dhaulagiribank.com

Anita Mahatara

Branch Office Ghari
9746311608,9840956606
dlbs.talbasi@dhaulagiribank.com

Baikuntha Aryal

Branch Office Demuwa
067-410102,9847643970
dlbs.dimuwa@dhaulagiribank.com

Shanta Kshetri Basnet
Branch Office Dhurkot
068-690856,9847229606

Chiranjibi Paudel

Branch Office Thada
079-690796,9847528430
dibs.thada@dhaulagiribank.com

Anita Baniya
Branch Office Huwash

067-411057,9869006971
dlbs.huwas@dhaulagiribank.com

Anita Baniya

Branch Office Huwash
067-411057,9869006971
dlbs.huwas@dhaulagiribank.com

Kamala Paudel

Branch Office Kaluwa
078-401071,9847747036
dlbs.kaluwa@dhaulagiribank.com

Binay Chaudhary

Branch Office Langadi
984473615,99865215298
dibs.langadi@dhaulagiribank.com

Mahamad Firoj Ansari

Branch Office Madhuban
9844736728,9863631509
dlbs.madhuban@dhaulagiribank.com

Naresh Prasad Yadav

Branch Office Mahuwan
98447367279826210274
dibs.mahuwan@dhaulagiribank.com

Gayatra Subedi
Branch Office Hansapur
077-690558,9847345889

dibs.dhurkot@dhaulagiribank.com dlbs.hansapur@dhaulagiribank.com
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Krishna Bahadur Budha
Branch Office Wami
079-412086,9865989177
dibs.wami@dhaulagiribank.com

Bipana Bk

Branch Office Durgapur
071-4131239847680828
dlbs.durgapur@dhaulagiribank.com

Sarita Chaudhary Tharu
Branch Office Pakadi
9844736191,9805420410
dlbs.pakadi@dhaulagiribank.com

Ghanshyam Prasad Maurya
Branch Office Majhuliya
9844736725,9811997122
dlbs.majhauliya@dhaulagiribank.com

Dipa Sutparai

Branch Office Myagdi
069-5205199766000072
dibs.myagdi@dhaulagiribank.com

Shristi Kumari Chaudhary

Branch Office Manjhariya
078-5204699817538588
dibs.manjhariya@dhaulagiribank.com

Rama Adhikari

Branch Office Parbat
067-420886,9845490751
dibs.parbat@dhaulagiribank.com

Laxmi Rana
Branch Office Rambha
9746311609,9847505354

dlbs.rambha@dhaulagiribank.com

Ganesh Thapa
Branch Office Shantipur

079-420094,9846795350
dlbs.shantipur@dhaulagiribank.com

Khagendra Bahadur Budha
Dhakari Achham Branch
9844737408,9842259170
dlbs.dhakari@dhaulagiribank.com

Saugat Dhami

Gaira Doti Branch
9765674817,9864950294
dlbs.gaira@dhaulagiribank.com

Anita Bk

Branch Office Lamachaur
061-445251,9864437450
dlbs.lamachaur@dhaulagiribank.com

Ganesh Thakur

Branch Office Gulmi
079-5208769807481783
dibs.gulmi@dhaulagiribank.com

Gita Kumari Sen

Branch Office Karadi
9765674839,9764345454
dlbs.karadi@dhaulagiribank.com

Bharat Bahadur Rawal

Mellekh Achham Branch
0844736720,9842200567
dlbs.mellekh@dhaulagiribank.com

Shravan Chaudhary

IBRD Kanchanpur Branch
9765674826,9848601089
dlbs.ibrd@dhaulagiribank.com

Naresh Chaudhary

Lalbojhi Kailali Branch
9765674823,9868729203
dibs.lalbojhi@dhaulagiribank.com

Punam B.K
Muna Myagdi Branch

0844736122,9866131516
dlbs.muna@dhaulagiribank.com

Goma Adhikari

Pahalmanpur Kailali Branch
9765674814,9807201449
dlbs.pahalmanpur@dhaulagiribank.com

Janak Shahi

Pokhara Dadeldhura Branch
9765674832,9844683115

dibs.pokharadadeldhura@dhaulagiribank.com

Khagendra Bahadur Chaudhary
Syaule Kailali Branch

9765674825,9847103795
dlbs.syaule@dhaulagiribank.com

Surendra B.K.

Tediya Kanchanpur Branch
9801539084,9847637096
dlbs.tediya@dhaulagiribank.com

Endrajit Prasad Kushwaha

Branch Office Chimtaha
98447367299845894349
dlbs.chimtaha@dhaulagiribank.com

Prushotam Kushwaha

Branch Office Benauli
0844736731,9821830988
dlbs.benauli@dhaulagiribank.com

Pabitra Thapa Magar

Branch Office Purtighat
0844736174,9844727821
dibs.purtighat@dhaulagiribank.com

Dipsika Kisan

Branch Office Padampur
0844737426,9805136225
dlbs.padampur@dhaulagiribank.com

Sita Kumari Neupane

Bhansi Kanchanpur Branch
9765674827,9868743146
dlbs.bhansi@dhaulagiribank.com

Kunta Thapa

Branch Office Arghakahanchi
077-420665,9847230214
dlbs.arghakachi@dhaulagiribank.com

Dinesh Chaudhary

Branch Office Falewash
067-430083,9848623805
dibs.phalewas@dhaulagiribank.com

Arun Kumar Sharma
Branch Office Ghasikuwa

9746311613,9865259165
dlbs.ghasikuwa@dhaulagiribank.com

Dipa Lamichhane
Branch Office Kheireni

079-411035,9806150581
dlbs.khaireni@dhaulagiribank.com

Rina Poudel

Branch Office Kopawa
9844736723,9847264985
dlbs.kopawa@dhaulagiribank.com

Anchal Bk

Branch Office Simalchaupari
9746311622,9805231435
dibs.simalchaupari@dhaulagiribank.com

Sandesh Kumar Thakur

Branch Office Katahariya
9844736730
dlbs.katahariya@dhaulagiribank.com
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