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Samriddhi Finance Company Limited
Statement of Financial Position

As at 31 Ashad 2076

Particulars As at 31.03.2076 | As at 32.03.2075 |As at 01.04.2074
Assets
Cash And Cash Equivalent 4.1 130,326,271 34,518,228 27,999,551
Due From Nepal Rastra Bank 4.2 81,525 81,525 81,525
Placement With Bank And Financial Institutions 4.3 - - -
Derivative Financial Instruments 4.4 = - -
Other Trading Assets 4.5 - - -
Loan And Advances To B/Fis 4.6 - - -
Loans And Advances To Customers 4.7 602,767 1,807,589 2,292,236
Investment Securities 4.8 994,500 655,500 425,500
Current Tax Assets 4.9 2,131,845 2,131,845 2,129,845
Investment In Subsidiaries 4.10 - - -
Investment In Associates 411 = - -
Investment Property 4.12 58,795,927 58,795,927 40,333,532
Property And Equipment 4.13 13,231,448 13,803,799 14,546,563
Goodwill And Intangible Assets 4.14 - - -
Deferred Tax Assets 4.15 3,606,791 1,704,971 13,392,961
Other Assets 4.16 1,833,672 3,832,820 2,857,736
Total Assets 211,604,745 117,332,202 104,059,448
Liabilities
Due To Bank And Financial Institutions 4.17 - - -
Due To Nepal Rastra Bank 4.18 - - -
Derivative Financial Instruments 4.19 = - -
Deposits From Customers 4.20 75,274,420 74,851,739 107,771,220
Borrowing 4.21 - - -
Current Tax Liabilities 4.9
Provisions 4.22
Deferred Tax Liabilities 4.15 - - -
Other Liabilities 4.23 37,228,750 31,434,605 37,985,244
Debt Securities Issued 4.24 - - -
Subordinated Liabilities 4.25 - - -
Total Liabilities 112,503,171 106,286,344 145,756,465
Equity
Share Capital 4.26 181,980,301 181,980,300 181,980,300
Share Premium 1,359,830 1,359,830 1,359,830
Retained Earnings (314,048,890) (255,828,493) (298,652,128)
Reserves 4.27 229,810,334 83,534,221 73,614,981
Total Equity Attributable To Equity Holders 99,101,575 11,045,858 (41,697,017)
Non-Controlling Interest

ORI aIffed UfadgoeT (3M.d. Q06Y/008) NES




Samriddhi @Hfg wEAwg T fafde

Finance  §amriddhi Finance Company Limited
TS T, HeFaE T FRT FATSTATAITS EEAT

Y

Particulars As at 31.03.2076 | As at 32.03.2075 |As at 01.04.2074
Total equity 99,101,575 11,045,858 (41,697,017)
Total liabilities and equity 211,604,745 117,332,202 104,059,448
Contingent liabilities and commitment 4.28
Net assets value per share 54.08 5.72 (23.01)

Tika Nidhi Lohani
Chairperson

Pushpa Prasad Shrestha
Chief Executive Officer

Date: 28" Kartik, 2076
Place: Kathmandu

9%

This is the same report referred in our attached report

Shiba Lal Puri
Director

Binod Kumar Subedi
Director

CA Prashidhda Neupane
Principal
Prashidhda & Associates
Chartered Accountants
Kanchan Manandhar
Head-Accounts

Kumar Shrestha
Director
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Samriddhi Finance Company Limited
Statement of Profit or Loss
For the year ended on 31 Ashad 2076

Particulars Note Current Year Previous Year

Interest Income 4.29 9,506,801 51,523,757
Interest Expense 4.30 2,353,490 2,537,114
Net Interest Income 7,153,311 48,986,643
Fee and Commission Income 431 2,600 10,869
Fee and Commission Expense 4.32 - -
Net Fee and Commission Income 2,600 10,869
Net Interest, Fee and Commission Income 7,155,911 48,997,512
Net Trading Income 4.33 - -
Other Operating Income 4.34 21,600 18,000
Total Operating Income 7,177,511 49,015,512
Impairment Charge/(Reversal) For Loans And Other
Losses 4.35 (39,719,337) (28,462,587)
Net Operating Income 46,896,848 77,478,099
Operating Expense
Personnel Expenses 4.36 5,440,811 5,334,023
Other Operating Expenses 4.37 8,783,122 7,200,446
Depreciation & Amortisation 4.38 572,352 742,764
Operating Profit 32,100,564 64,200,865
Non Operating Income 4.39 - -
Non Operating Expense 4.40 28,609,468 -
Profit Before Income Tax 3,491,096 64,200,865
Income Tax Expense 441

Current Tax - -

Deferred Tax (2,003,520) 11,618,990
Profit For The Period 5,494,615 52,581,875
Profit Attributable To:
Equity Holders Of The Finance 5,494,615 52,581,875
Non-Controlling Interest
Profit For The Period 5,494,615 52,581,875
Earnings Per Share
Basic Earnings Per Share 3.02 28.89
Diluted Earnings Per Share 3.02 28.89

Tika Nidhi Lohani
Chairperson

Pushpa Prasad Shrestha
Chief Executive Officer

Date: 28" Kartik, 2076
Place: Kathmandu

This is the same report referred in our attached report

Shiba Lal Puri
Director

Binod Kumar Subedi
Director

CA Prashidhda Neupane
Principal
Prashidhda & Associates
Chartered Accountants
Kanchan Manandhar
Head-Accounts

Kumar Shrestha
Director
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Samriddhi Finance Company Limited
Statement of Comprehensive Income
For the year ended on 31 Ashad 2076

Particulars ‘ Note ‘ Current Year ‘ Previous Year
Profit for the year 5,494,615 52,581,875
Other comprehensive income, net of income tax
a) Items that will not be reclassified to profit or loss
Gain/(loss) fromnvestments in equity instruments measured at fair
value 339,000 230,000
Gain/(loss) on revaluation
Actuarial gains/(losses) on defined benefit plans
Income tax relating to above items (101,700) (69,000)
Net other comprehensive income that will not be reclassified to
profit or loss 237,300 161,000
b) Items that are or may be reclassified to profit or loss
Gains/(losses) on cash flow hedge
Exchange gain/(losses) arising from translating financial assets of
foreign operation
Income tax relating to above items
Net other comprehensive income that are or may be reclassified to
profit or loss - -
c) Share of other comprehensive income of associate accounted as
per equity method
Other comprehensive income for the period, net of income tax 237,300 161,000
Total comprehensive income for the period 5,731,915 52,742,875
Total comprehensive income attributable to:
Equity holders of the Bank 5,731,915 52,742,875
Non-controlling interest
Total comprehensive income for the period 5,731,915 52,742,875

This is the same report referred in our attached report

Pushpa Prasad Shrestha Tika Nidhi Lohani Binod Kumar Subedi
Chief Executive Officer Chairperson Director

Date: 28t Kartik, 2076 Kumar Shrestha

Place: Kathmandu Director

95 316 aIfcp UldGel (3M.d. Q00Y/068)

Shiba Lal Puri CA Prashidhda Neupane

Director

Principal

Prashidhda & Associates
Chartered Accountants

Kanchan Manandhar
Head-Accounts
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Samriddhi Finance Company Limited
Statement of Cash Flow
For the year ended on 31 Ashad 2076

Particulars ‘ Current Year ‘ Previous Year

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received

9,506,801

51,470,571

Fees and other income received

Divided received

Receipts from other operating activities

2,600

10,869

Interest paid

(2,353,490)

(2,537,114)

Commission and fees paid

Cash payment to employees

(4,808,678)

(4,241,373)

Other expense paid

(8,056,608)

(7,200,446)

Operating cash flows before changes in operating assets and liabilities

(5,709,375)

37,502,506

(Increase)/Decrease in operating assets

Due from Nepal Rastra Bank

Placement with bank and financial institutions

Other trading assets

Loan and advances to bank and financial institutions

Loans and advances to customers

10,493,077

28,830,695

Non Banking Assets

(18,880,753)

Other assets

1,999,147

(178,485)

Increase/(Decrease) in operating liabilities

Due to bank and financial institutions

Due to Nepal Rastra Bank

Deposit from customers

422,681

(32,919,481)

Borrowings

Other liabilities

6,257,113

(7,853,806)

Net cash flow from operating activities before tax paid

13,462,644

6,500,676

Income taxes paid

Net cash flow from operating activities

13,462,644

6,500,676

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investment securities

Receipts from sale of investment securities

Purchase of property and equipment

Receipt from the sale of property and equipment

Purchase of intangible assets

Receipt from the sale of intangible assets

Purchase of investment properties

Receipt from the sale of investment properties

Interest received

Dividend received

21,600

18,000

Net cash used in investing activities

21,600

18,000

ORI aIffed UfadgoeT (3M.d. Q06Y/008) <
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Particulars ‘ Current Year ‘ Previous Year
CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of debt securities - -

Repayment of debt securities - -

Receipt from issue of subordinated liabilities - -

Repayment of subordinated liabilities - -

Receipt from issue of shares

Dividends paid

Interest paid

Other receipt/payment 82,323,800

Net cash from financing activities 82,323,800 -
Net increase (decrease) in cash and cash equivalents 95,808,044 6,518,676
Cash and cash equivalent as at Shrawan 1 34,518,228 27,999,551
Effect of exchange rate fluctuations on cash and cash equivalents held - -
Cash and cash equivalent as at Ashad end 130,326,271 34,518,228

This is the same report referred in our attached report

Pushpa Prasad Shrestha Tika Nidhi Lohani Binod Kumar Subedi Shiba Lal Puri CA Prashidhda Neupane
Chief Executive Officer Chairperson Director Director Principal
Prashidhda & Associates
Chartered Accountants
Date: 28" Kartik, 2076 Kumar Shrestha Kanchan Manandhar
Place: Kathmandu Director Head-Accounts
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Samriddhi Finance Company Limited
Notes to Financial Statements

For the year ended on 31 Ashad 2076

Reporting entity

Samriddhi Finance Company Limited (hereinafter referred to as “Finance”) is a national level class “C”
licensed financial institution licensed by Nepal Rastra Bank. The company has head office located at Hetauda,
Makwanpur and has 2 branches, and corporate office located at Putalisadak, Kathmandu. The Finance was
declared problematic on 2070/01/13 by Nepal Rastra Bank which has been now withdrawn with effective
from 2076/04/15. Samriddhi Finance was earlier as WMBFL. The name has been changed from WMBFL to
SFCL from 2076/06/14 and approval was obtained from office of Company Registrar and NRB.

Finance was incorporated under Companies Act 2063 on as public limited company. The Finance is listed with
Nepal Stock Exchange.

Finance offers comprehensive banking services within the scope of provisions of Banking and Financial
Institutions Act 2074.

Basis of Preparation
Statement of Compliance

The financial statements are prepared in line with Nepal Financial Reporting Standards (to the extent of
carve out pronounced by ICAN, as stated in note 2.1.1) as issued by Accounting Standards Board Nepal and
pronounced by The Institute of Chartered Accountants of Nepal (ICAN). The financial statements are the
first, Finance has prepared in line with NFRS. For all earlier periods, the financial statements were prepared
in accordance with the Directives issued by Nepal Rastra Bank as well as Nepal Accounting Standards. The
financial information of corresponding comparative period has been changed in line with NFRS and the
opening statement of financial position on the date of transition to NFRS (1 Shrawan 2074) have also been
recomputed. Reconciliation of changes for the financial statements on date of transition and for comparative
period is integral part of financial statements.

Nepal Rastra Bank issued circular for reporting format of financial institutions in line with NFRS on November
30, 2017 along with treatment of certain items in the specified reserves. The financial statements are prepared
in line with the stated circular, accordingly, are in compliance with regulatory requirement of Nepal Rastra
Bank. The financial statements also comply the requirements of Companies Act 2063 and policy, procedures
and directives of Securities Board of Nepal.

Use of Carve-out

ICAN has provided carve out on specific areas for alternative treatment of the items of financial statements
required as per NFRS. Based on such, Finance has used following carve out for preparation and presentation
of financial statements in line with NFRS.

a) Operating Lease

As per para 33 of NAS 17 Lease, lease expenses under operating lease is charged over the lease term on
straight line unless another systematic basis is more representative of the time pattern of the user’s benefit.
The carve-out has allowed to treat expenses under operating lease as the expenses are incurred in case
payments to the lessor are structured to increase in line with expected general inflation to compensate for

the lessor’s expected inflationary cost increases. This carve out has been used and lease expenses relating
to operating lease are accounted as incurred.

b) Impairment Loss on Loan and Advances

As per para 63 of NAS 39 Financial Instruments: Recognition and Measurement, impairment loss is calculated
on incurred loss model. The carve out has allowed to use higher amount of loss calculated as per para 63 or
as per NRB Directives 2075. Finance has used this carve out and presented the impairment loss calculated as
per NRB Directives and disclosed the amount of impairment loss as per NAS 39.

c) Effective Interest Rate
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As per the definition of effective interest rate (EIR) as per para 9 of NAS 39, all the initial points paid or
received is required to be considered for calculation of EIR and the same EIR is used to calculate interest on
loans and advances. As per the carve out, if calculation of EIR is impracticable or immaterial, then such could
be ignored. Finance has used the carve out and has not considered initial points paid or received on loans to
be part of EIR, rather such amount has been accounted as income on accrual basis.

c) Interest income on amortized loan after impairment recognition

As per para 63 of NAS 39, Once a financial asset or a group of similar financial assets has been written down
as a result of an impairment loss, interest income is thereafter recognised using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment loss. The carve out provides
that interest income can be calculated on gross carrying amount of loan. Finance has used the stated carve
out in preparing the financial statements.

2.2  Reporting Period and Approval of Financial Statements
2.2.1 Reporting Period

The reporting period for this financial statements is fiscal year 2075-76, starting from 1 Shrawan 2075 and
ending on 31 Ashad 2076. Financial information of following period/dates are provided on the financial
statements.

1. Opening NFRS financial statements (statement of financial position on 1 Shrawan 2074)

2. Comparative NFRS financial statements (financial statements as on and for the period ended on 32 Ashad
2075)

3. NFRS financial statements for current period (financial statements as on and for the period ended on 31
Ashad 2076)

2.2.2 Approval of Financial Statements

The financial statements are authorised for issue by the Board of Directors on 28 Kartik 2076 meeting no. 341
The financial statements are presented for approval to the upcoming annual general meeting of shareholders.

2.3 Functional and Presentation Currency

The financial statements are presented in Nepalese Rupee, which is also the functional currency of Finance.
Figures are rounded off to nearest Rupee, accordingly, minor rounding off error may exist.

2.4  Use of Estimates, Assumptions and Judgments

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards (NFRS)
requires the use of certain critical accounting estimates and judgments. It also requires management to
exercise judgment in the process of applying the company’s accounting policies. The company makes certain
estimates and assumptions regarding the future events. Estimates and judgments are continuously evaluated
based on historical experience and other factors, including expectations of future events that are believed
to be reasonable under the circumstances. In the future, actual result may differ from these estimates and
assumptions. The estimates and assumptions that might result in adjustment to the carrying amounts of
assets and liabilities within the next financial year are on the following components:

1. Classification of financial assets

Classification of financial assets into Amortized cost or at fair value (either through profit or loss or through
other comprehensive income) depends upon the intention of management whether to hold or trade the assets.
At the reporting dates, the classification been based on the intention of management on particular group of
financial assets. The classification of financial assets may change based on the economic circumstances and
intention of management.

2. Fair value of financial assets

Fair value of financial statements is determined on three levels on the basis of available market on reporting
date and the measurement may change depending on available market circumstances.

The fair value of financial instruments that are traded in an active market is the closing price on the reporting
dates. Whenever the instruments are not actively traded in active market, they are determined using other
techniques considering the observable market inputs to the extent possible.
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The Bank measures fair values using the following fair value hierarchy as provided in NFRS 13.

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the Bank
can access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for the asset or liability. Company has used its own data (accounting
value) and considered if there exists factors that would otherwise result in changes to the book value of
assets or liabilities.

3. Impairment loss on financial assets

Impairment loss on financial assets is provided on the higher of loan loss provision as per NRB Directive 2075
and para 63 of NAS 39. On calculating loss as per para 63, estimates are made on amount of loans that are
considered to require individual assessment, grouping of loans for collective assessment, parameters for
assessing impairment, future cash flow estimates, historical data on similar types of loan or group of loans.

4. Useful life and salvage value of property and equipment

Management reconsiders the economic useful life and salvage value of property and equipment on each
reporting dates based on the information available on such dates.

5. Impairment loss of non financial assets

Impairment loss is calculated if carrying amount exceeds the recoverable amount. For recoverable amount,
value in use is estimated and an estimated discount rate is used to arrive the present value of value in use.
6. Current Tax and Deferred tax

Significant management judgment is required to arrive at the figure of current tax and deferred tax, based
upon the likely timing and the level of future taxable profits together with future tax planning strategies. The
Finance based its assumptions and estimates on parameters available when the financial statements were
prepared.

7. Employee benefit obligations

Judgment is required to determine the estimated liability that shall arise on part of accumulated leave of
staff which is generally paid out on retirement or termination of employment. Valuation of such is done by
qualified actuary using assumption like interest rate, rate of increase in annual compensation, remaining
service period etc. Factors considered may change depending on market changes or legal changes which are
beyond the control of the company. Considering the cost benefit analysis, Finance has not done actuarial
valuation and carried the liability at book value.

Changes in Accounting Policies

The financial statements are prepared as per NFRS for the first time. For first time preparation, NFRS 1 requires
the financial statements of previous period be prepared in line with NFRS. This has resulted in changes in
accounting policies. The changes in policies as well as impact on statement of financial position, statement of
profit or loss and other comprehensive income and statement of cash flow is separately presented.

New Standards in Issue but not Yet Effective

The financial statements are prepared in line with NFRS issued on 2013. NFRS has not been revised thereafter
and accordingly, accounting standards issued by International Accounting Standard Boards and revision
thereof have not been considered.

Discounting

Discounting has been applied whenever the assets and liabilities are of non-current in nature and the impact
of discounting is material.

Going Concern
The financial statements are prepared on the assumption that Finance is going concern entity.

Standalone Financial Statements

The presented financial statements is the standalone financial statement of Finance. Finance does not have
subsidiary, accordingly, preparation of consolidated financial statement is not required.
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The significant accounting policies adopted by Finance while preparing financial statements are as follows:

m Accounting Policy Information Note No.

3.1 Basis of Measurement

3.2 Basis of Consolidation

3.3 Cash and Cash Equivalent 4.1

34 Financial Assets and Financial Liabilities

3.5 Trading Assets 4.5

3.6 Derivative Assets and Liabilities 4.4

3.7 Property and Equipment 4.13

3.8 Goodwill Intangible assets 4.14

3.9 Investment Property 4.12

3.10 Income tax 4.9

3.11 Deposits, debt securities issued and 4.17,4.20,4.24,4.25
subordinated liabilities

3.12 Provisions 4.22

3.13 Revenue Recognition 4.29,4.31,4.33,4.34,4.39

3.14 Interest expense 4.30

3.15 Employees Benefits 4.23

3.16 Leases

3.17 Foreign Currency translation

3.18 Financial guarantee and loan commitment

3.19 Share capital and reserves 4.26,4.27

3.20 Earning per share including diluted

3.21 Segment reporting 5.4

Basis of Measurement

Financial statements are prepared on historical cost convention except for the following material items:

Particulars Measurement Basis

Investment in shares and mutual fund schemes

Fair value

Non-banking assets

Lower of Market Value or
Outstanding Receivable at the
date of booking NBA

Loans to employees

Amortized cost

Property and equipment, investment property and intangible assets

Deemed cost as fair value

Basis of consolidation

Finance does not have subsidiary companies, accordingly, consolidation of financial statements is not a

requirement.

Cash and cash equivalent

Cash and cash equivalent comprises of cash, demand deposit and short-term, highly liquid investments that
are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in
value. In general, short term investments with original maturity of up to three months are considered as cash
equivalent. Cash and cash equivalent are presented at amortized cost on the financial statements.

Financial assets and financial liabilities

Financial assets is any assets that is cash, equity instrument of another entity or any contractual right to
receive cash or financial assets of another entity.
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Financial liability is any liability with contractual obligation to deliver cash or other financial assets to another
entity.

Recognition

The Finance initially recognises financial assets or financial liability on the date of which the Finance becomes
party to the contractual arrangement.

Classification and Measurement

Financial Assets: The classification and measurement of financial assets depend on how these are managed
i.e. the Finance’s business model and their contractual cash-flow characteristics. Based on these factors,
financial assets are classified on following three categories:

i) At Amortized Cost
ii) At Fair Value through Profit or Loss (FVPL)
iii) At Fair Value through Other Comprehensive Income (FVOCI)

i) At amortized cost: Financial assets at amortized cost are non-derivative financial assets with fixed or
determinable payments for which the Finance has intent and ability to hold till maturity. They are initially
measured at fair value plus any directly attributable transaction cost. Subsequent to initial recognition, such
financial assets are measured at amortized cost using effective interest rate method less any impairment
losses.

ii) At fair value through profit or loss: Financial assets are classified at fair value through profit or loss if
the Finance manages such instruments and makes purchases and sales decisions based on its fair value.
Attributable transaction costs and changes in fair value are taken to profit or loss.

iii) At fair value through other comprehensive income: Financial assets at FVOCI are non-derivative financial
assets that are not classified in any of the above category. Financial assets at FVOCI are measured at fair
value. Subsequent to initial recognition, financial assets are measured at fair value, as far as such fair value is
available, and changes therein are recognized in other comprehensive income and presented in the fair value
reserve in equity. Finance has opted to classify the investment made in shares and mutual fund schemes as
financial assets at FVOCI on initial recognition.

Financial Liabilities: Finance classifies its financial liabilities, other than financial guarantee and loan
commitments, as measured at amortised cost or fair value through profit or loss. Financial liability is measured
initially at fair value, or an item not at fair value through profit or loss, at transactions costs that are directly
attributable to its acquisition or issue.

De-recognition

Financial Assets

Financial assets are partially or fully de-recognized in any of the following condition:
- termination of contractual rights to cash flow

- upon transfer of the contractual cash flows in a transaction in which substantially all of the risk and rewards
of the ownership of the financial assets are transferred or in which the Finance neither transfer nor retains
substantially all of the risk and rewards of the ownership and it does not retain control of the financial assets.

On derecognition of a financial assets, the difference between the carrying amount of the assets (or the
carrying amount allocated to the portion of the assets derecognised) and the sum of (i) the consideration
received (including any new assets obtained less any new liability assumed) and (ii) any cumulative gain or
loss that had been recognised in OCl is recognised in statement of profit or loss.

Financial Liabilities

Upon settlement or termination of any liability related to financial liability, financial liability is de-recognized.
The difference between carrying amount and settlement amount is accounted through statement of profit
or loss.

Determination of fair value

Fair 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. Fair value is initially considered based on quoted
rate where the assets or liabilities are principally transaction, in the absence of which the most advantageous
market is the active market.

3R} aiffich Ufddee (31.d. Q0©Y/008)



samriddhi @Hfg wEAFE FFA fafee
Finance samriddhi Finance Company Limited_

AT T SFaTE T HThT FoTTau=gTed HEIT

When available, the Finance measures the fair value of an instrument using the quoted price in an active
market for that instrument. The market is regarded as active if transactions for the assets or liability take
place with sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Bank uses valuation techniques that maximise the use
of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation technique
incorporates all of the factors that market participants would take into account in pricing a transaction.

Fair value of non-financial assets like property & equipment, investment property and intangible assets are
considered the deemed cost of such assets in line with NFRS 1.

Fair Value Hierarchy

Assetsand liabilities carried atfairvalue orforwhichfairvaluesare disclosed have beenclassifiedintothreelevels
according to the observability of the significant inputs used to determine the fair values.

Level 1: Fair value is determined based on quoted price of financial instruments in active market.

Level 2: Fair value is determined based on quoted price of similar financial instruments within consideration
to significant observable inputs.

Level 3: Fair value is determined used using other method as the inputs for valuation are unobservable inputs
for the asset or liability. Finance has used its own data (accounting value) and considered if there exists factors
that would otherwise result in changes to the book value of assets or liabilities for this level of valuation.

3.4.5 Impairment

At each reporting date, the Finance assesses whether there is objective evidence that financial assets are
impaired. The financial assets or a group of financial assets is impaired when objective evidence demonstrates
that a loss event has occurred after the initial recognition of the asset and that the loss has an impact on the
future cash flows of the asset that can be estimated reliably.

Objective evidence that financial assets are impaired includes:
- significant financial difficulty of the borrower or issuer
- default or delinquency by a borrower

- the restructuring of a loan or advance by the Finance on terms that the Finance would not consider
otherwise;

- indication that a borrower or issuer will enter bankruptcy
- the disappearance of an active market for a security; or

- observable data relating to a group of assets such as adverse changes in the payment status of borrowers
or issuers in the group or economic conditions that correlate with defaults in the group.

In addition, for an investment in an equity security, a significant or prolonged decline in its net worth below
its book value is objective evidence of impairment.

The Finance considers evidences of impairment for loans and advances and investment securities at both
specific asset and at collective level. All individually significant loans and advances and investment securities
are assessed for specificimpairment. Those found not to be specifically impaired are then collectively assessed
for any impairment that has been incurred but not yet identified. Loans and advances and investment
securities that are not individually significant are collectively assessed for impairment by grouping together
loans and advances and investment securities with similar risk characteristics.

In assessing the collective impairment, the Finance uses the statistical modelling of historic trends of the
probability of default, the time of recoveries and the amount of loss incurred and makes an adjustment if the
current economic and credit conditions are such that the actual losses are likely to be greater or lesser than
is suggested by historic trends. Default rates, loss rates and expected timing of future recoveries are regularly
benchmarked against the actual outcomes to ensure that they remain appropriate.

3o} aIffas UfddEaT (3M.d. 200Y/008) R



Y

3.4.6

3.4.7

3.5

3.6

3.7

30

Samriddhi @Hfg wEAwg T fafde

Finance  §amriddhi Finance Company Limited
TS T, HeFaE T FRT FATSTATAITS EEAT

Impairment losses on assets measured at amortised cost are calculated as difference between the carrying
amount and the present value of the estimated future cash flows discounted at the assets original effective
interest rate.

Impairment losses are recognised in profit or loss and reflected in an allowance account against loans and
receivables or investment securities. Interest on the impaired assets continues to be recognised through the
unwinding of the discount. If an event occurring after the impairment was recognised causes the amount of
impairment loss to decrease, then the decrease in impairment loss is reversed through profit or loss (through
OCI for such investments measured at fair value through OCI on which there exists fair value reserve).

The Finance writes off a loan or an investment security, either partially or in full and any related allowance for
impairment losses, when the Finance determines that there is no realistic prospect of recovery.

Amortized cost measurement

The ‘amortised cost’ of a financial asset and financial liability is the amount at which the financial asset or
financial liability is measured at initial recognition, minus principal repayments, plus or minus the cumulative
amortisation using the effective interest method of any difference between initial amount recognised and the
maturity amount minus any reduction for impairment.

Effective Interest Method

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial
liability (or group of financial assets or financial liabilities) and of allocating the interest income or interest
expense over the relevant period.

Trading assets

Trading assets are those assets that the Finance acquires or incurs principally for the purpose of selling or
repurchasing in the near term, or holds as part of a portfolio that is managed together for short-term profit
or position taking.

Derivatives assets and derivative liabilities

Derivative assets and liabilities are initially measured at fair value on the contract date and are subsequently
remeasured to fair value at each reporting date. The changes in value of instruments are accounted through
profit or loss.

Property and Equipment

Non-financial tangible assets that are held for service providing to customers and for administrative use of
the Finance are classified as Property and Equipment.

Recognition

Property and Equipment are recognized in books whenever it is probable that future economic benefits
associated with such assets will flow to the entity and the amount of assets can be reliably measured.

Measurement

At initial recognition, items of property and equipment are measured at cost. Cost includes the purchase price
and other directly attributable costs as well as the estimated present value of any future unavoidable costs
of dismantling and removing items. The corresponding liability is recognized within provisions. Subsequent
expenditure is capitalized only when it is probable that future economic benefits associated with the
expenditure will flow in to the Finance. Ongoing repair and maintenance are expensed off as incurred.

Subsequent to the initial measurement, there is option to measure the assets either on cost or on revaluation.
Finance has measured all items at cost on subsequent measurement. On transition to NFRS, the Finance has
elected to continue with the carrying value of all of its property and equipment measured as per the previous
NAS and use that carrying value as the deemed cost as fair value in line with provisions of NFRS 1.

Derecognition

An item of property, plant and equipment and any significant part initially recognized is derecognized upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the statement of profit or loss when the asset is derecognized.
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Assets not capitalized
Items of property and equipment with original cost up to Rs.5,000 are directly accounted as expenses.
Capital Work in Progress

Assets in the course of construction are capitalized in the assets under capital work in progress (CWIP). At the
point when an asset is operating at management’s intended use, the cost of construction is transferred to the
appropriate category of property, plant and equipment and depreciation commences.

Salvage Value

Salvage value of assets has not been considered.

Depreciation

Depreciation is charged upon the assets is available for use and does not cease until the assets is disposed off,
classified as held for sale or ceases to generate economic benefits.

Freehold land is not depreciated. Depreciation on assets under construction does not commence until they
are complete and available for use. Depreciation is provided on all other items of property and equipment so
as to write-off their carrying value over the expected useful economic lives.

Items of property and equipment are depreciated on WDV method using the rates and method prescribed
by Income Tax Act.

Goodwill and Intangible assets
Goodwill

Goodwill arises on the acquisition financial institutions when the aggregate of the fair value of the
consideration transferred exceed the amount of the identifiable assets and liabilities acquired. If the amount
of the identifiable assets and liabilities acquired is greater, the difference is recognised immediately in the
Statement of profit or loss.

Goodwill is allocated to cash generating units (CGU) at the lowest level at which goodwill is monitored for
internal management process. Impairment testing is performed annually, and whenever there is an indication
that CGU may be impaired. If the present value of expected cash inflows is less than carrying amount,
impairment loss is recognized and accounted through Statement of Profit or Loss. Goodwill is stated at cost
less accumulated impairment losses.

Acquired Intangible Assets

Intangible assets are recognized whenever the cost of assets can be reliably measured, by the past experience
it is demonstrated .Finance has control over such assets for the specified period and it is probable that
future economic benefits could be derived from such assets. Finance has followed NAS 38 for accounting of
intangible assets.

In the financial statements, softwares are presented as intangible assets.
Computer Software
Computer software are capitalised on the basis of the purchase cost of software or license and costs incurred

to bring it to use. Cost of internally developed software includes directly attributable costs.

Intangible assets are amortized over the period of its estimated use, or incase of licenses, over the period of
contractual right of use. Whenever there is no specific life or license period, such softwares are amortized
over the period of five years.

At each reporting date, impairment test of intangible assets is done in order to oversee whether the carrying
amount exceeds recoverable amount. Impairment loss is charged to Statement of Profit or Loss.

On transition to NFRS, the Finance has elected to continue with the carrying value of all of its intangible assets
measured as per the previous NAS and use that carrying value as the deemed cost as fair value in line with
provisions of NFRS 1.

Investment Property

Investment property is land and building held either to earn rental income or for capital appreciation or for
both but not for sale in the ordinary course of business, use in the supply of services or for administrative
purpose.
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Land or building or both acquired by the Finance as part of Non-Banking Assets are carried at the lower of fair
value or the total receivable amount of loan, which is the cost of assets to bank.

Useful life of building held as investment property is considered to be same as that of property and equipment
(i.e. 40 years) with 5% salvage value.

Income tax

Income tax expenses include current tax, deferred tax and any adjustments recognised in the period for
current tax of prior periods.

Current Tax

Current tax is the amount of income tax payable in respect of taxable profit. This is calculated as per the
provisions of Income Tax Act with the effective tax rate for current period. Taxable profit differs from the
profit reported in the statement of profit or loss, because some item of income or expense are taxable or
deductible in different years or may never be taxable or deductible. Income tax rate applicable for Finance is
30% (previous year rate was 30%).

Deferred Tax

Deferred tax is calculated using balance sheet approach on temporary differences between tax base of assets
and liabilities and carrying amount in the financial statements. Deferred tax is calculated using known future
tax rate on each reporting date.

Deferred tax is recognized when it is probable that future taxable profit will be available to adjust the impact
of temporary differences. Changes in deferred tax over period is recognized as deferred tax income/expenses
in Statement of Profit or Loss.

In line with NRB Directives, deferred tax reserve is created to the amount equal to deferred tax assets.
Income tax on items of OCI

Income tax arising on the items of other comprehensive income is charged to statement of OCl itself.

Deposits, debt securities issued and subordinated liabilities

Deposit are financial liabilities and are generally repayable on demand except fixed period deposit accepted
by Finance from its customers.

TheFinance borrows money byissuingdebtsecuritiesand subordinated debt. The borrowingisacknowledged or
evidencedbyissueofanegotiableinstrument.Thenegotiableinstrumentcanbecertificateof deposit,commercial
paper or debt note. Subordinated debt is issued to meet the capital requirements at bank level and to supply
the capital to various operations. This debt generally consists of negotiable instruments and is usually listed
on exchanges providing an active secondary market for the debt.

Provisions

Provision is a liability with uncertain timing and event. Provision is recognised if as a result of a past event,
the group 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. Provisions are determined by
discounting the expected future cash flows at the pre-tax rate that reflects current market assessment of
the time value of money and the risks specific to the liability. The unwinding of the discount is recognised as
finance cost.

Contingent Liabilities: Contingent liabilities are i) possible obligations arising from past events whose
existence will be confirmed on happening or not happening or uncertain future events not wholly within the
control of Finance, or ii)a present obligation arising from past events but are not recognized because outflow
of resources to settle may not be required or such amount can not be reliably estimated.

Contingent liabilities are separately disclosed in financial statements.

Revenue Recognition

Revenue is recognized in line with NAS 18 Revenue when it is probable that future economic benefits will flow
to the entity and these benefits can be measured reliably.
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3.13.1 Interest income

Interest, in general, is recognized using effective interest rate on the particular assets. Finance has opted to
use the carve-out mentioned in Note 2.1.1 (c) and continued to use the actual interest rate to account for
interest income.

Finance, in general, generates interest income from loan to customers and on investment in debt securities.

3.13.2 Fee and commission income

Fees and commissions are generally recognised on an accrual basis when the service has been provided or
significant act performed. The fees and commission income and expense that are integral to the effective
interest rate on the financial assets and financial liability are included in the measurement of the effective
interest rate. Finance has opted to use carve-out as mentioned in Note 2.1.1 (c) on this matter and accounted
all realized fee and commission income upfront.

Commission on guarantees issued that are for less than one year are immediately accounted as income. If
the period of guarantee is more than one year, then proportionate amount of fee is accounted as income.

3.13.3 Dividend income

Dividend income is recognized when the right to receive dividend is established i.e. dividend is approved by
general meeting of companies.

Dividend income if related to period earlier than the date of acquisition of shares and it amount related to
pre and post acquisition could be segregated, then the pre-acquisition period dividend is adjusted to cost of
investment.

3.13.4 Net trading income
Income derived from buying/selling of assets and liabilities classified as for trading purpose are accounted as
net trading income. Gain and loss on trading assets and liabilities are recognized on mark to market basis and
not on realization basis.

3.13.5 Other Operating Income

Income other than interest, fees & commission and trading income are accounted as other operating income.
This primarily comprises of changes in foreign exchange rate, dividend income, gain on disposal of non-
financial assets etc.

3.14 Interest expense

Interest on deposit accepted from customer and borrowings of the Finance are accounted on accrual basis.

3.15 Employees Benefits

Employee expenses includes the amount paid to employees of bank in respect of their service. Payment in
respect of services are for the current service and long term benefits. Long term benefits are in the form of
defined contribution plan and defined benefit plan. Expenses under defined contribution plan are accounted
as they incur and on defined benefit plan as per the actuarial valuation.

Employee benefits are accounted using normal calculation method. Actuarial valuation has not been done
considering the cost benefit and materiality impact.

Short term employee benefits include salary, allowance, encashment of unused leave, provident fund,
annual bonus based on profit of the Finance, subsidized loans etc. These are provided as the services are
rendered by the employees and measured on undiscounted amount of payment made.

Long term employee benefits include accumulated leave not encashed during service period. These are
generally paid on retirement or termination of service of the employee.

Employee benefits are provided as per Employee Service Regulation of the Finance.

3.16 Leases

A lease is classified at the inception date as a finance lease or an operating lease. For arrangements
entered into prior to 1 Shrawan 2074 the Finance has determined whether the arrangement
contain lease on the basis of facts and circumstances existing on the date of transition.
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Finance has not entered into finance lease.

Payment made under operating leases are recognised in profit or loss as per contractual rates with periodic
adjustment on inflation. This method is more representative to the nature of expenses than the Straight line
method.

Foreign Currency Transaction

Transaction in foreign currencies are recorded in the functional currency at the rate of exchange prevailing on
the date of transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated into
the functional currency at the rate of exchange prevailing on that date. The foreign currency gain or loss on
monetary items is the difference between the amortised cost in the functional currency at the beginning of
the year, adjusted for effective interest and payment during the year and the amortised cost in the foreign
currency translated at the rate of exchange at the reporting date.

Non monetary assets and liabilities that measured at fair value in a foreign currency are translated into the
functional currency at the rate of exchange prevailing at the date on which the fair value is determined. Non
monetary items that are measured based on historical cost in the foreign currency are translated using the
rate of exchange on the date of transactions. The resulting exchange gain or loss differences are generally
recognised in Profit or Loss.

Financial guarantee and loan commitment

Financial guarantees are contract that require the Fund to make specified payments to reimburse the holder
for a loss that incurs because a specified debtors fails to make payment when it is due in accordance with the
terms of a debt instrument. Loan commitments’ are firm commitments to provide credit under pre-specified
terms and conditions.

Liabilities arising from financial guarantees or commitments to provide a loan at a below -market interest
rate are initially measured at fair value and the initial fair value is amortised over the life of the guarantee
or the commitment. The liability is subsequently carried at the higher of this amortised amount and the
present value of any expected payment to settle the liability when a payment under the contract has become
probable. Financial guarantees and commitments to provide a loan at a below market interest rate included
within other liabilities.

Share Capital and Reserves

3.19.1 Share Capital

Equity share capital is financial instruments issued by the company only to the extent that they do not meet
the definition of financial liabilities.

All the issued shares are paid up and are listed with Nepal Stock Exchange for the purpose of trading by
shareholders. All shares have right to vote on the basis of no. of shares hold. Finance does not have shares of
other kind other than ordinary shares.

3.19.2 Reserves

a)

b)

3¥

Finance has created various types of reserves as part of regulatory requirement.
General Reserve

General reserve is the statutory reserve. In this reserve, the amount transformed from appropriation of net
profit according to the Banks and Financial Institutions Act, 2073 shall be included. No type of dividend (cash
or bonus share) shall be distributed from the amount in general/statutory reserve. Approval of NRB shall be
required in order to use the amount in this reserve.

Exchange Equalization Reserve
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Exchange equalization reserve is a statutory reserve. A bank which has earned foreign exchange revaluation
gain on foreign currency other than India currency has to allocate 25 percent of such revaluation gain to
this reserve as per provision of the Bank and Financial Institution Act. Any amount allocated to exchange
equalization reserve as per the provision of the Bank and Financial Institutions Act, shall be presented under
this heading.

c) Corporate Social Responsibility (CSR) Reserve
In line with clause 16 of Directive 16/075, Finance is required to allocate 1% of its net profit for the year
for CSR and is required to create CSR Reserve. The amount appropriated to this reserve is expensed off as
prescribed in the same Directive in the next fiscal year.

d) Regulatory Reserve

This is specific reserve created in line with NRB Directive 4. All the adjustments made in NFRS that are different
from earlier NRB Directives are included in this fund. This fund is not available for distribution of dividend.

e) Capital Reserve

The capital reserve represents the amount of those reserves which are in nature of capital and which shall
not be available for distribution of cash dividend. The amount from share forfeiture due to non-payment of
remaining amount for the unpaid shares, capital grants received in cash or kind, capital reserve arising out of
merger and acquisition etc. should be presented under this heading.

f)  Fair Value Reserve

The fair value reserve comprises the cumulative net change in the fair value of financial assets that are
measured at fair value and the changes in fair value is recognized in other comprehensive income, until the
assets are derecognized. The cumulative amount of changes in fair value of those financial assets shall be
presented under this account head.

g) Actuarial Gain Reserve

This reserve is for presenting the OCI component of defined benefit obligations. This is not an actual reserve.

h) Special Reserve

In line with circularno. 12/072/073, the interest capitalised on loan that have been restructured or rescheduled
because of the borrower facing difficulty resulting from earthquake in 2072 is kept in this reserve. The reserve
is required to be maintained till the loan is settled.

i)  Assets Revaluation Reserve
Any reserve created from revaluation of assets (such as Property & Equipment, Intangible Assets, Investment
Property) shall be presented under this heading. Revaluation reserves often serve as a cushion against
unexpected losses but may not be fully available to absorb unexpected losses due to the subsequent
deterioration in market values and tax consequences of revaluation.

j  Capital Redemption Reserve
This head shall include the statutory reserve created for making payment towards Redeemable Non-
Convertible Preference Shares.

k) Dividend Equalization Reserve
For the purpose of maintaining uniformity in dividend payment, certain amount of profit during the year of
profit making may be transferred shall be presented under this account head. Dividend may be distributed
by debiting this account with the approval of the Board of Directors and endorsed by the General meeting.

)  Investment Adjustment Reserve

It is a regulatory reserve created as a cushion for adverse price movements in bank’s investments as directed
by the Directives of Nepal Rastra Bank.

3.19.3 Share Premium

The amount of money collected on issue of shares in excess of its face value shall be presented under this
heading. The outstanding amount in this account shall not be considered eligible for distribution of cash
dividend.

3o} aIffas UfddEaT (3M.d. 200Y/008) EES



Y

Samriddhi @Hfg wEAwg T fafde

Finance  §amriddhi Finance Company Limited
TS T, HeFaE T FRT FATSTATAITS EEAT

3.19.4 Retained Earning

3.20

3.21

3.22

%

The accumulated profits which has not been distributed to shareholders and has been ploughed back in the
licensed institutions’ operations and is free for distribution of dividend to the shareholders shall be presented
under this heading.

Earning per share including diluted

The Finance measures earning per share on the basis of the earning attributable to the equity shareholders
for the Period. The number of shares is taken as the weighted average number of shares for the relevant
period as required by NAS 33 Earnings per Share. EPS for prior year have been restated because of issue of
bonus share during the year as per NAS 33.

Segment reporting

Segment has been segregated based on the management function of Finance and accordingly, the seven
states of Nepal are considered as the segments. Income and expenses directly related to such segments are
reported. Assets and liabilities specific to those are presented as segment assets and liabilities. Income tax is
not segregated.

Events after Reporting Date

These are the events occurring between the reporting date and up to the date of approval of financial
statements which are either adjustable or unadjustable.

Adjustable events are adjusted in the presented financial statements. There are no events that require
additional disclosure in the financial statements.
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Samriddhi Finance Company Limited
Notes to Financial Statements
For the year ended on 31 Ashad 2076

4.1 Cash and cash equivalent

Particulars As at 31.03.2076 |As at 32.03.2075| As at 01.04.2074

Cash in hand 435,343 934,978 1,760,941
Balances with B/Fls 129,890,928 33,583,250 26,238,610
Money at call and short notice

Other - - -
Total 130,326,271 34,518,228 27,999,551

4.2 Due from Nepal Rastra Bank

Particulars As at 31.03.2076 (As at 32.03.2075| As at 01.04.2074
Statutory balances with NRB 81,525 81,525 81,525
Securities purchased under resale
agreement - - -

Other deposit and receivable from NRB - - -
Total 81,525 81,525 81,525

4.3 Placements with Bank and Financial Institutions

Particulars

Placement with domestic B/Fls - - i,

Placement with foreign B/Fls - - -

Less: Allowances for impairment - - -
Total - - -

4.4 Derivative financial instruments

Particulars

Held for trading - - -

Interest rate swap - - -

Currency swap - - -

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

Interest rate swap = - -

Currency swap - - -

Forward exchange contract - - -
Other - - -
Total = - -
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4.5 Other trading assets

Particulars As at 31.03.2076 |As at 32.03.2075| As at 01.04.2074
Treasury bills - - -

Government bonds = - -
NRB Bonds - - i
Domestic Corporate bonds = - _

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

4.6 Loan and advances to B/Fls

Particulars As at 31.03.2076
Loans to microfinance institutions - - -

Other - - -
Less: Allowances for impairment - - -
Total - - -

4.6.1: Allowances for impairment

Balance at Shrawan 1 As at 31.03.2076

Impairment loss for the year: - - -

Charge for the year - - -

Recoveries/reversal = - -

Amount written off - - -

Balance at Ashad end = - -

4.7 Loans and advances to customers

[ Particulars | Asat31.03.2076 |As at 32.03.2075| As at 01.04.2074

Loan and advances measured at
amortized cost 176,385,612 216,692,980 246,008,322
Less: Impairment allowances
Collective impairment (175,782,845) | (214,885,391) (243,716,086)
Individual impairment - - -
Net amount 602,767 1,807,589 2,292,236
Loan and advances measured at FVTPL - - -
Total 602,767 1,807,589 2,292,236

Loans and advances includes staff loan at amortized cost as well as net amount of accrued interest
receivable and interest suspense on loan.

As all loans are under bad category and Finance was under “problematic” at Ashad end,
impairment test on loans as per NAS 39 has not been done.
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Loan classification and impairment allowance as per NRB Directive 2 is as follows:

Particulars As at 31.03.2076 | As at 32.03.2075 | As at 01.04.2074
Performing loan - - -
Good
Watchlist
Non-performing loan 175,782,845 214,885,391 243,716,086
Substandard
Doubtful
Loss 175,782,845 214,885,391 243,716,086
Total 175,782,845 214,885,391 243,716,086
Add: loan to employees and Net AIR 602,767 1,807,589 2,292,236
Total loan 176,385,612 216,692,980 246,008,322
Impairment allowance
Performing loan - - -
Good
Watchlist
Non-performing loan 175,782,845 214,885,391 243,716,086
Substandard
Doubtful
Loss 175,782,845 214,885,391 243,716,086
Additional
Total 175,782,845 214,885,391 243,716,086

4.7.1: Analysis of loan and advances - By Product

Product As at 31.03.2076 | As at 32.03.2075 | As at 01.04.2074
Term loans 41,191,810 69,801,281 79,761,170
Overdraft - - -
Trust receipt/Import loans - - -
Demand and other working capital loans 53,996,130 56,289,440 56,289,440
Personal residential loans - - -
Real estate loans 10,431,000 18,729,090 26,106,010
Margin lending loans 34,500,000 34,500,000 34,500,000
Hire purchase loans 9,600,130 9,605,900 10,410,640
Deprived sector loans 2,685,100 2,685,090 3,864,920
Bills purchased - - -
Staff loans 2,370,862 3,993,043 3,998,459
Other 21,610,580 21,089,135 31,077,683
Sub total 176,385,613 216,692,979 246,008,322
Interest receivable - - -
Grand total 176,385,613 216,692,979 246,008,322
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4.7.2: Analysis of loan and advances - By Currency

Currency As at 31.03.2076 | As at 32.03.2075 | As at 01.04.2074
Nepalese rupee 176,385,612 216,692,980 246,008,322

Indian rupee - - -
United State dollar - - -
Great Britain pound = - -

Euro - - -

Japanese yen - - -

Chinese yuan - - -
Other - - -
Total 176,385,612 216,692,980 246,008,322

4.7.3: Analysis of loan and advances - By Collateral

Collateral As at 31.03.2076 | As at 32.03.2075 | As at 01.04.2074

Secured
Movable/immovable assets 170,502,062 208,104,186 231,073,234
Gold and silver - - -

Guarantee of domestic B/Fls - - -

Government guarantee - - -

Guarantee of international rated bank - - -

Collateral of export document - - -

Collateral of fixed deposit receipt - - -

Collateral of Government securities - - -

Counter guarantee = - -

Personal guarantee 5,883,550 8,588,794 14,935,087
Other collateral - - -
Subtotal 176,385,612 216,692,980 246,008,322
Unsecured - - -
Grant Total 176,385,612 216,692,980 246,008,322

4.7.4: Allowances for impairment

Particulars As at 31.03.2076 | As at 32.03.2075 |As at 0 1.04.2074

Specific allowances for impairment

Balance at Shrawan 1 - - -

Impairment loss for the year: - - -

Charge for the year - - -

Recoveries/reversal during the year - - -
Write-offs - - -

Exchange rate variance on foreign
currency - - -

Other movement - - -
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Balance at Ashad end

Collective allowances for impairment

Balance at Shrawan 1

214,885,391

243,716,086

258,469,103

Impairment loss for the year:

Charge/(reversal) for the year

(39,102,546)

(28,830,695)

(14,753,018)

Exchange rate variance on foreign
currency

Other movement

Balance at Ashad end

175,782,845

214,885,391

243,716,086

Total allowances for impairment

175,782,845

214,885,391

243,716,086

4.8 Investment securities

Particulars

Investment securities measured at
amortized cost

As at 31.03.2076 | As

at 32.03.2075

As at 01.04.2074

Investment in equity measured at
FVTOCI

994,500

655,500

425,500

Total

994,500

655,500

425,500

4.8.1: Investment securities measured at amortized cost

Particulars

Debt securities

As at 31.03.2076 | As

at 32.03.2075

As at 01.04.2074

Government bonds

Government treasury bills

Nepal Rastra Bank bonds

Nepal Rastra Bank deposits instruments

Other

Less: specific allowances for impairment

Total

4.8.2: Investment in equity measured at fair value through other comprehensive income

Particulars
Equity instruments

As at 31.03.2076 | As at 32.03.2075

As at 01.04.2074

Quoted equity securities

Unquoted equity securities

994,500

655,500

425,500

Total

994,500

655,500

425,500

4.8.3: Information relating to investment in equities

Particulars

Investment in quoted equity

As at 31.03.2076

As at 32.03.2075

As at 01.04.2074

Fair Value

Investment in unquoted equity 194,500

994,500 194,500

655,500

194,500 425,500
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Nepal Clearing House Ltd. 100,000 144,000 100,000 120,000 100,000 100,000
Credit Information Bureau Ltd. 94,500 850,500 94,500 535,500 94,500 325,500
Total 194,500 994,500 194,500 655,500 194,500 425,500

4.9 Current tax assets

Particulars

As at 31.03.2076

As at 32.03.2075

As at 01.04.2074

Current tax assets 2,131,845 2,131,845 2,131,845
Current year income tax assets

Tax assets of prior periods 2,131,845 2,131,845 2,131,845
Current tax liabilities - - 2,000
Current year income tax liabilities - - 2,000
Tax liabilities of prior periods - - -
Total 2,131,845 2,131,845 2,129,845

4.10 Investment in subsidiaries

Particulars

As at 31.03.2076

As at 32.03.2075

As at 01.04.2074

Investment in quoted subsidiaries

Investment in unquoted subsidiaries

Total investment

Less: Impairment allowances

Net carrying amount

4.10.1: Investment in quoted subsidiaries
As at 31.03.2076

As at 32.03.2075

As at 01.04.2074

Fair Value

Total -

4.10.2: Investment in unquoted subsidiaries

Total

4.10.3: Information relating to subsidiaries of the Bank

Percentage of ownership held by the Bank

As at 01.04.2074

Total
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4.10.4: Non controlling interest of the subsidiaries

As at 31.03.2076

Equity interest held by NCI (%)

Profit/(loss) allocated during the year

Accumulated balances of NCI as on Ashad end
Dividend paid to NCI

As at 32.03.2075
... Ltd. .. Ltd.

Equity interest held by NCI (%)
Profit/(loss) allocated during the year

Accumulated balances of NCl as on Ashad end
Dividend paid to NCI

As at 01.04.2074
... Ltd. ... Ltd.

Equity interest held by NCI (%)

Profit/(loss) allocated during the year

Accumulated balances of NCl as on Ashad end
Dividend paid to NCI

4.11 Investment in associates

Particulars As at 31.03.2076 | As at 32.03.2075 As at 01.04.2074

Investment in quoted associates

Investment in unquoted associates

Total investment o - -

Less: Impairment allowances

Net carrying amount - - -

4.11.1: Investment in quoted associates

Total

4.11.2: Investment in unquoted associates

Total - - - - - -
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4.11.3: Information relating to associates of the Bank
Percentage of ownership held by the Bank

As at 31.03.2076 As at 32.03.2075 As at 01.04.2074

Total - - -

4.11.4: Equity value of associates

Total -

4.12 Investment properties

Particulars As at 31.03.2076 As at 32.03.2075 As at 01.04.2074

Investment properties measured at fair value

Balance as on Shrawan 1

Addition/disposal during the year

Net changes in fair value during the year

Adjustment/transfer

Net amount - - -

Investment properties measured at cost

Balance as on Shrawan 1 58,795,927 58,795,927 40,372,332
Addition/disposal during the year (38,800)
Adjustment/transfer

Accumulated depreciation

Accumulated impairment loss
Net amount 58,795,927 58,795,927 40,333,532
Total 58,795,927 58,795,927 40,333,532
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4.15 Deferred Tax

As at 31.03.2076

Particulars Deferred Tax| Deferred Tax | Net Deferred Tax
Assets Liabilities Assets/(Liabilities)

Deferred tax on temporary differences on following items

Loan and Advance to B/Fls

Loans and advances to customers
Investment properties 240,000 (240,000)

Investment securities -

Property & equipment -

Employees’ defined benefit plan -

Lease liabilities -

Provisions -

Other temporary differences 244,958 244,958
Deferred tax on temporary differences 244,958 240,000 4,958
Deferred tax on carry forward of unused tax losses 3,601,833 3,601,833
Deferred tax due to changes in tax rate
Net Deferred tax asset/(liabilities) as on year end of ........ 3,846,791 240,000 3,606,791
Deferred tax (asset)/liabilities as on Shrawan 1, ........ 1,704,971
Deferred tax expenses/(income) during the year (1,901,819)
Deferred tax expense/(income) recognised in profit or loss (2,003,519)

Deferred tax expense/(income) recognised in other compre-
hensive income 101,700

Deferred tax expense/(income) recognised in directly in equity

As at 32.03.2075

Particulars Deferred Tax| Deferred Tax | Net Deferred Tax
Assets Liabilities Assets/(Liabilities)

Deferred tax on temporary differences on following items

Loan and Advance to B/Fls -

Loans and advances to customers - -

Investment properties - -
Investment securities 138,300 (138,300)
Property & equipment - - -

Employees’ defined benefit plan -

Lease liabilities -

Provisions -

Other temporary differences 30,480 30,480
Deferred tax on temporary differences 30,480 138,300 (107,820)
Deferred tax on carry forward of unused tax losses 1,812,791 1,812,791
Deferred tax due to changes in tax rate
Net Deferred tax asset/(liabilities) as on year end of Ashad 32,2075 | 1,843,271 138,300 1,704,971
Deferred tax (asset)/liabilities as on Shrawan 1, 2074 (13,392,961)
Deferred tax expenses/(income) during the year 11,687,990
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Deferred tax expense/(income) recognised in profit or loss 11,618,990

Deferred tax expense/(income) recognised in other comprehen-
sive income 69,000

Deferred tax expense/(income) recognised in directly in equity

As at 01.04.2074

Particulars Deferred Tax| Deferred Tax Net Deferred Tax
Assets Liabilities Assets/(Liabilities)

Deferred tax on temporary differences on following items

Loan and Advance to B/Fls -

Loans and advances to customers - -

Investment properties -
Investment securities 69,300 (69,300)

Property & equipment - -

Employees’ defined benefit plan -

Lease liabilities -

Provisions -

Other temporary differences - -
Deferred tax on temporary differences - 69,300 (69,300)
Deferred tax on carry forward of unused tax losses 13,462,261 13,462,261

Deferred tax due to changes in tax rate -

Net Deferred tax asset/(liabilities) as on year end of
Ashad 31, 2074 13,462,261 69,300 13,392,961

Deferred tax (asset)/liabilities as on Ashad 31,
2073 (Previous GAAP)

Origination/(Reversal) during the year

Deferred tax expense/(income) recognised in profit or loss

Deferred tax expense/(income) recognised in other compre-
hensive income

Deferred tax expense/(income) recognised in
directly in equity 13,392,961

4.16 Other Assets

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Assets held for sale

Other non banking assets

Bills receivable

Accounts receivable

Accrued income

Prepayments and deposit * = R -

Income tax deposit

Deferred employee expenditure 291,420 876,598 425,490
Other 1,542,252 2,956,222 2,432,246
Total 1,833,672 3,832,820 2,857,736

* Prepayments and Deposit has been netted off against the specific provisions made against it.
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4.17 Due to Bank and Financial Institutions

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Money market deposits

Interbank borrowing

Settlement and clearing accounts

Other deposits from BFls
Total - - -

4.18 Due to Nepal Rastra Bank

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Refinance from NRB

Standing Liquidity Facility

Lender of last report facility from NRB

Securities sold under repurchase agreements
Other payable to NRB
Total - - -

4.19 Derivative financial instruments

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Held for trading
Interest rate swap

Currency swap

Forward exchange contract
Others

Held for risk management

Interest rate swap

Currency swap

Forward exchange contract
Others
Total - - -

4.20 Deposits from customers

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074
Institutions customers:
Term deposits 75,000 75,000 35,175,000
Call deposits 56,266,646 55,909,991 52,023,000
Current deposits
Other
Individual customers:
Term deposits - 1,778,310
Saving deposits 18,932,774 18,866,748 18,794,910
Current deposits
Other
Total 75,274,420 74,851,739 107,771,220
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4.20.1: Currency wise analysis of deposit from customers

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074
Nepalese rupee 75,274,420 74,851,739 107,771,220

Indian rupee
United State dollar

Great Britain pound

Euro

Japanese yen

Chinese yuan
Other
Total 75,274,420 74,851,739 107,771,220

4.21 Borrowing

Particulars As at 31.03.2076 | As at 32.03.2075 | As at 01.04.2074

Domestic Borrowing

Nepal Government
Other Institutions
Other

Sub total - - -

Foreign Borrowing

Foreign Bank and Financial Institutions

Multilateral Development Banks
Other Institutions
Sub total - - -
Total - - -

4.22 Provisions
Particulars As at 31.03.2076 |As at 32.03.2075 |As at 01.04.2074

Provisions for redundancy

Provision for restructuring

Pending legal issues and tax litigation

Onerous contracts
Other
Total - - -

4.22.1: Movement in provision

Particulars As at 31.03.2076 | As at 32.03.2075 | As at 01.04.2074

Balance at Shrawan 1

Provisions made during the year

Provisions used during the year

Provisions reversed during the year

Unwind of discount

Balance at Ashad end - - -
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4.23 Other liabilities

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074
Liability for employees defined benefit obligation* 279,611
Liability for long-service leave** 816,526 101,600
Short-term employee benefits
Bills payable
Creditors and accruals 25,021,215 21,705,689 8,579,013
Interest payable on deposit 8,036,326 7,925,126 26,178,544

Interest payable on borrowing

Liabilities on deferred grant income
Unpaid Dividend 137,082 137,082 137,082

Liabilities under Finance Lease

Employee bonus payable 349,110
Other 2,588,881 1,565,108 3,090,605
Total 37,228,750 31,434,605 37,985,244

*Liability for employees defined benefit obligation represents gratuity liability. Please refer Note 2.4.7 for measurement basis.

**Please refer Note 2.4.7 for measurement basis.

4.23.1: Defined benefit obligations

As actuarial valuation has not been done, the following notes (note 4.23.1 to 4.23.7) are not required to be filled
up. Nevertheless, the form has been provided.

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

Particulars As at 31.03.2076 | As at 32.03.2075 | As at 01.04.2074

Present value of unfunded obligations

Present value of funded obligations

Total present value of obligations

Fair value of plan assets

Present value of net obligations

Recognised liability for defined benefit obligations

4.23.2: Plan assets

Plan assets comprise

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Equity securities

Government bonds

Bank deposit
Other
Total

4.23.3: Movement in the present value of defined benefit obligations

Particulars As at 31.03.2076 | As at 32.03.2075 | As at 01.04.2074

Defined benefit obligations at Shrawan 1

Actuarial losses

Benefits paid by the plan

Current service costs and interest
Defined benefit obligations at Ashad end

PO 3B aIffics YA (3M.d. 200Y/008)
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4.23.4: Movement in the fair value of plan assets

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Fair value of plan assets at Shrawan 1

Contributions paid into the plan

Benefits paid during the year

Actuarial (losses) gains

Expected return on plan assets

Fair value of plan assets at Ashad end

4.23.5: Amount recognised in profit or loss

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Current service costs

Interest on obligation

Expected return on plan assets
Total - - -

4.23.6: Amount recognised in other comprehensive income

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Actuarial (gain)/loss
Total = - -

4.23.7: Actuarial assumptions

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Discount rate

Expected return on plan asset

Future salary increase

Withdrawal rate

4.24 Debt securities issued

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

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

Debt securities issued at amortised cost
Total - - -

4.25 Subordinated Liabilities

Particulars As at 31.03.2076 | As at 32.03.2075 | As at 01.04.2074

Redeemable preference shares

Irredeemable cumulative preference shares
Other
Total - - -
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4.26 Share capital

Particulars As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074
Ordinary shares 181,980,300 181,980,300 181,980,300

Advance Towards Share Capital

Convertible preference shares (equity component)

Irredeemable preference shares (equity component)

Perpetual debt (equity component only)
Total 181,980,300.00 | 181,980,300.00 | 181,980,300.00

4.26.1: Ordinary shares

Particulars As at 31.03.2076 |As at 32.03.2075 |As at 01.04.2074
Authorized Capital 640,000,000 640,000,000 640,000,000
6,400,000 Ordinary share of Rs. 100 each
Issued capital 310,826,400 310,826,400 310,826,400

3,108,264 Ordinary share of Rs. 100 each
Subscribed and paid up capital

1,819,803 Ordinary share of Rs. 100 each 181,980,300 181,980,300 181,980,300
Total 181,980,300 181,980,300 181,980,300
Reconciliation of no. of equity shares As at 31.03.2076 |As at 32.03.2075 |As at 01.04.2074
Opening 1,819,803 1,819,803 1,819,803
Add: issued during the year - - -
Closing 1,819,803 1,819,803 1,819,803

4.26.2: Ordinary share ownership
As at 31.03.2076 As at 32.03.2075 As at 01.04.2074

Amount

Particulars

Domestic ownership

Nepal Government

“N" class licensed institutions

Other licensed institutions
Other Institutions -

Public 40.63 | 73,945,100 40.63 73,945,100 40.63 73,945,100
Other 59.37 |108,035,200 59.37 108,035,200 59.37 108,035,200
Foreign ownership

Total 100.00 [181,980,3000 100.00 181,980,300 100.00 181,980,300

The Shareholders holding 0.5% or more of total paid up capital as at 31.03.2076 are as below.

Name of Shareholder % of holding
Bhesh Raj Lohani 8.46
Gopini Sanjel 7.48
Uma Lamichhane 6.14
Bidusha QOjha 3.81
Rukmani Pradhan 2.77

4R 316 aIfcp UldGel (3M.d. Q00Y/068)



Dilip Paudel 2.54
Bhaskar Neupane 2.54
Hema Kumari Lohani 1.78
Madhu Sudan Kansakar 1.78
Keshab Das Shrestha 1.69
Bhagawan Das Manandhar 1.69
Gyanendra Shrestha 1.69
Neera Gorkhali 1.69
Ashutosh Rimal 1.07
Bijay Sagar Shrestha 1.07
Keshari Chand Kucheria 0.97
Gauri Shrestha 0.95
Pawan Karki 0.85
Sarala Sharma 0.85
Ummed Singh Jain 0.85
Shakespear Baidhya 0.85
Prachanda Joshi 0.85
Sunita Acharya 0.85
Pramod Kumar Mahaseth 0.85
Raj Prasad Shrestha 0.85
Surya Bhakta Shrestha 0.85
Tika Nidhi Lohani 0.83
Yathartha Shrestha 0.77
Binit Mani Upadyaya 0.76
Tirtha Pradhan 0.76
Niranjana Maharjan 0.72
Kamal Bhattarai 0.63
Ram Maya Shrestha 0.60
Birangana Maharjan 0.59
Dhurba Raj Thapa 0.58
Bhim Prasad Bhattarai 0.56
Khil Raj Rimal 0.55
Nitu Thapa 0.54
Binod Kumar Shrestha 0.51
Ranjeet Koirala 0.51
Manoj Tamrakar 0.51
Bijay Sagar Shrestha 0.51
Basanta Rokka Chhetri 0.51

4.27 Reserves
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As at 31.03.2076 |As at 32.03.2075 |As at 01.04.2074

Statutory general reserve 81,943,943 80,845,020 71,697,326
Exchange equalisation reserve

Corporate social responsibility reserve 683,762 628,816 171,431
Capital redemption reserve
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Regulatory reserve

62,402,718

Investment adjustment reserve

Capital reserve

Assets revaluation reserve

Fair value reserve

560,000

322,700

161,700

Dividend equalisation reserve

Actuarial gain

Special reserve

Other reserve

Capital adjustment fund

83,693,800

1,370,000

1,370,000

Other reserve

526,111

367,686

214,524

Total

229,810,334

83,534,221

73,614,981

4.27.1: Movement of specific reserves for the year 2075-76 is as follows:

Training reserve

Corporate social

responsibility reserve
Opening 628,816 367,686
Addition for the year 54946 158,425 ‘
Utilization during the year - -
Closing 683,764 526,111

4.27.2: The composition and movement of regulatory reserve is as follows:

Current year movement

Related to previous

Balance as at 31.03.2076

currentyear | retained earning
Loss on NBA 58,795,927 - - 58,795,927
Deferred tax assets 3,366,791 3,366,791 ‘
Total 58,795,927 3,366,791 - 62,162,718 ‘

1. Loss on NBA was booked as per NRB directives, which was reversed to retained earning. This is transferred to

regulatory reserve in current year

2. Deferred tax assets is net of change in fair value of shares, which is reflected in fair value reserve, which itself is

non-distributable reserve.

4.28 Contingent liabilities and commitments

Particulars

As at 31.03.2076

As at 32.03.2075 | As at 01.04.2074

Contingent liabilities

Undrawn and undisbursed facilities

Capital commitment

Lease Commitment

Litigation

Total

4.28.1: Contingent liabilities
Particulars

Acceptance and documentary credit

As at 31.03.2076

As at 32.03.2075 | As at 01.04.2074

Bills for collection

Y ¥
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Forward exchange contracts

Guarantees

Underwriting commitment

Other commitments

Total

4.28.2: Undrawn and undisbursed facilities

Particulars

Undisbursed amount of loans

As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Undrawn limits of overdrafts

Undrawn limits of credit cards

Undrawn limits of letter of credit

Undrawn limits of guarantee

Total

4.28.3: Capital commitments

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

Particulars

Capital commitments in relation to Property and
Equipment

As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Approved and contracted for

Approved but not contracted for

Sub total

Capital commitments in relation to Intangible assets

Approved and contracted for

Approved but not contracted for

Sub total

Total

4.28.4: Lease commitments

As at 31.03.2076 |As at 32.03.2075 | As at 01.04.2074

Particulars

Operating lease commitments

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

Not later than 1 year 3,013,050
Later than 1 year but not later than 5 years 6,343,163
Later than 5 years
Sub total 9,356,213 - -

Finance lease commitments

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

Not later than 1 year

Later than 1 year but not later than 5 years

Later than 5 years

BRI afeb UfAdgaT (3.3, Q00Y/006) LR
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Sub total

Grand total

9,356,213

4.28.5: Litigation

| There is no legal claim with financial impact to the Company.

4.29 Interest income
Particulars

Cash and cash equivalent

Current Year

Previous Year

Due from Nepal Rastra Bank

Placement with bank and financial institutions 6,521,042 1,013,518
Loan and advances to bank and financial institutions

Loans and advances to customers 2,860,502 25,598,833
Investment securities

Loan and advances to staff 125,228 53,186
Other 29 24,858,220
Total interest income 9,506,801 51,523,757

4.30 Interest expense
Particulars

Due to bank and financial institutions

Current Year

Previous Year

Due to Nepal Rastra Bank

Deposits from customers

2,353,490

2,537,114

Borrowing

Debt securities issued

Subordinated liabilities

Other

Total interest expense

2,353,490

2,537,114

4.31 Fees and Commission Income
Particulars

Loan administration fees

Current Year

Previous Year

Service fees

Consortium fees

Commitment fees

DD/TT/Swift fees

Credit card/ATM issuance and renewal fees

Prepayment and swap fees

Investment banking fees

Asset management fees

Brokerage fees

Remittance fees

Commission on letter of credit

Commission on guarantee contracts issued

Commission on share underwriting/issue
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Locker rental

Other fees and commission income 2,600 10,869

Total fees and Commission Income 2,600 10,869

4.32 Fees and commission expense

Particulars Current Year Previous Year

ATM management fees
VISA/Master card fees

Guarantee commission

Brokerage
DD/TT/Swift fees

Remittance fees and commission

Other fees and commission expense

Total fees and Commission Expense - -

4.33 Net trading income

Particulars Current Year Previous Year

Changes in fair value of trading assets

Gain/loss on disposal of trading assets

Interest income on trading assets

Dividend income on trading assets

Gain/loss foreign exchange transaction
Other

Net trading income - -

4.34 Other operating income
Particulars Current Year Previous Year

Foreign exchange revaluation gain

Gain/loss on sale of investment securities

Fair value gain/loss on investment properties
Dividend on equity instruments 21,600 18,000

Gain/loss on sale of property and equipment

Gain/loss on sale of investment property

Operating lease income

Gain/loss on sale of gold and silver

Locker rent
Other
Total 21,600 18,000

4.35 Impairment charge/(reversal) for loan and other losses
Particulars Current Year Previous Year

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

Impairment charge/(reversal) on loan and advances to customer (38,423,977) (28,880,945)

Impairment charge/(reversal) on financial Investment

3oRY aIffcs UfadceT (31.d. Q00Y/00E) ¥\
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Impairment Charge/(reversal) on Other Assets

(1,295,360)

418,358

Impairment Charge/(reversal) on Non Banking Assets

Impairment charge/(reversal) on property and equipment

Impairment charge/(reversal) on goodwill and intangible assets

Impairment charge/(reversal) on investment properties

Total

(39,719,337)

(28,462,587)

4.36 Personnel Expense

Particulars Current Year Previous Year
Salary 1,568,711 1,791,619
Allowances 875,965 1,078,666
Gratuity expense 283,024 989,214
Provident fund 174,307 161,832
Uniform 179,910 201,805
Training & development expense
Leave encashment 340,731 298,204
Medical 190,375 216,475
Insurance
Provision for Employee Leave 816,526
Cash-settled share-based payments
Pension expense
Finance expense under NFRS 125,228 53,186
Other expenses related to staff 536,925 543,022
Subtotal 5,091,701 5,334,023
Employees bonus 349,110 -
Grand total 5,440,811 5,334,023

4.37 Other operating expense

Particulars Current Year Previous Year
Directors’ fee 132,000 108,000
Directors’ expense 140,565 142,584
Auditors’ remuneration 84,750 84,750
Other audit related expense 2,975 5,081
Professional and legal expense 511,100 174,200
Office administration expense 5,109,215 4,134,768
Operating lease expense 2,802,517 2,531,077
Operating expense of investment properties
Corporate social responsibility expense
Onerous lease provisions
Other 19,987
Total 8,783,122 7,200,447
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4.38 Depreciation & Amortisation

Depreciation on property and equipment 572,352 742,764

Depreciation on investment property

Amortisation of intangible assets
Total 572,352 742,764

4.39 Non operating income

Particulars Current Year Previous Year

Recovery of loan written off

Other income
Total - -

4.40 Non operating expense

Particulars Current Year Previous Year
Loan written off 28,609,468

Redundancy provision

Expense of restructuring

Other expense
Total 28,609,468 -

4.41 Income tax expense
Particulars Current Year Previous Year

Current tax expense - -

Current year

Adjustments for prior years
Deferred tax expense (Income) (2,003,519) 11,618,990
Origination and reversal of temporary differences (2,003,519) 11,618,990

Changes in tax rate

Recognition of previously unrecognised tax losses
Total income tax expense (2,003,519) 11,618,990

4.41.1: Reconciliation of tax expense and accounting profit

I S I

Profit before tax 3,491,096 64,200,865
Tax amount at tax rate of 30% 1,047,329 19,260,260

Add: Tax effect of expenses that are not deductible for tax pur-
pose

Less: Tax effect on exempt income

Add/less: Tax effect on other items (1,047,329) (19,260,260)
Total income tax expense = -
Effective tax rate 0.00% 0.00%
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4.42 Statement of Distributable Profit or Loss

Previous Year

Particulars Current Year
Profit of previous year 42,823,635
Adjusted retained earning of 01.04.2074 (298,652,128)
Regulatory adjustment of previous years
Transfer from reserve to retained earning
Adjusted retained earning available for distribution before current year profit (255,828,493)
Net profit or (loss) as per statement of profit or loss 5,494,615 52,581,875
Appropriations:
a. General reserve (1,098,923) (9,147,694)
b. Foreign exchange fluctuation fund
c. Capital redemption reserve
d. Corporate social responsibility fund (54,946) (457,385)
e. Employees’ training fund (158,425) (153,162)
f. Other
Profit or (loss) before regulatory adjustment (251,646,172) 42,823,635
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+)
b. Short loan loss provision in accounts (-)/reversal (+)
c. Short provision for possible losses on investment (-)/reversal (+)
d. Short loan loss provision on Non Banking Assets (-)/reversal (+) (58,795,927)
e. Deferred tax assets recognised (-)/ reversal (+) (3,606,791)
f. Goodwill recognised (-)/ impairment of Goodwill (+)
g. Bargain purchase gain recognised (-)/resersal (+)
h. Acturial loss recognised (-)/reversal (+)
i. Other (+/-)
Distributable profit or (loss) (314,048,890) 42,823,635
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Samriddhi Finance Company Limited
Notes to Financial Statements
Disclosure and Additional Information
Risk Management

The Finance’s business activities expose to a variety of risks, namely primarily to fluctuations in foreign
currency exchange rates, liquidity risk, operational risk and credit risk, which may adversely impact the fair
value of its financial instruments and in overall, impact the financial performance and position of Finance. The
Finance’s Board and senior management has overall responsibility for the establishment and oversight of the
Finance’s risk management. The Finance’s risk management policies are established to identify and analyse
the risks faced by the Finance, to set appropriate risk limits (tolerance limit) and controls and to monitor risks
and adherence to limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Company’s activities.

Credit Risk

Credit risk refers to the probability of loss due to a borrower’s failure to make payments on the loan provided
by the Finance. This directly impacts the financial performance of Finance. Motive of credit risk management
is to gain a complete understanding of a Finance’s overall credit risk by viewing risk at the individual, customer
and portfolio levels so that mitigating measures could be applied at desired levels.

Credit policy, product papers are the primary documented matters that are directly linked to credit risk
management. The policies and procedures to be followed are in documented form defining roles and
responsibilities of the personnel involved that provides a degree to autonomy on the evaluation and analysis
of individual borrower. Credit Administration Department, Risk Management Department function to
supervise risk on overall level.

Each prospective borrower is thoroughly analysed on his/her past, current status and future endeavours in
order to ensure that borrower has capacity of repayment, before a credit is approved. Sufficient adequate
collateral is obtained for all approved credit. Depending on the risk assigned to borrower, subsequent
monitoring is being done. For similar group of borrowers, credit portfolio is prepared based on sector of loan.

The tools being used by Finance to assess overall credit risk is the ratio of non-performing loan to total loan
on each loan sector.

Market Risk

Market risk is the risk of happening of potential loss on assets of the Finance due to market factors. Market
factors mainly comprise of interest rate, foreign exchange and collateral price. This risk is not entirely
manageable as it encompasses factors that are not wholly within the control of Finance and arises on
transaction with customers. In general, management of this type of risk is by diversification.

Finance has the objective of effective risk management by way of risk identification, measurement, monitoring,
management and analysis.

Interest Rate Risk: Interest rate risk is the risk of increased volatility due to changes in interest rate. Our
nation has seen frequent and high changes in interest rate on deposit in the recent years with interest rate
skyrocketing on few months time. Managing this risk is itself a huge challenge because fund diversion from
one to Finance to another Finance is of high probability. Finance has been focusing on raising fixed term
deposits with fixed interest rate in order to lock the available liquidity/deposit for specified period.

Foreign Exchange Risk: Foreign exchange risk is the risk of changes in exchange rates of convertible foreign
currencies. This risk mainly arises from changes in exchange rate of US Dollars. Finance does not have any
transaction in foreign currency.

Equity Price Risk: Finance has secured its loan by way of obtaining lien over the collateral of borrower. The
finance has not disbursed any loans during the fiscal year 2075.76 as it was not allowed to conduct any
banking transactions under Prompt Corrective Action (PCA) taken by Nepal Rastra Bank.
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Liquidity Risk

Liquidity risk is the risk that either Finance does not have financial resource to meet its obligations when due
or could access to those resources at excessively high cost. Liquidity risk is managed by complying with the
Directives and circulars issued by regulatory authority on time to time basis. CRR and SLR are now maintained
after release of the status of Problematic Financial Institution as per regulatory requirement and periodic
status of liquidity profile are prepared to analyse liquidity status. Assets Liability Management Committee is
yet to be formed at Finance to monitor the liquidity profile. we will soon form a committee and supervise the
liquidity risk accordingly.

Operational Risk

Operational risk is potential for loss resulting from inadequate or failed internal processes, people and
systems or external events. Risk Management Department is in place to monitor and mitigate operational
risk. Standard operating procedures are prepared and implemented in order to define the process, people
and system involved in each operational matters with existence of four eyes on each transaction (maker and
cheker function). Finance has not formed the Audit Committee and soon prepare a team for internal audit.

Information Technology Risk

Information technology risk refers to the risk arising from use of information technology. It includes hardware
and software failure, human error on using IT, spam, virus, malicious attacks and also includes natural disaster.
IT is integral part of operation of Finance and Finance has to rely heavily on IT. In order to minimize the risk
related to IT, Finance has in place Business Continuity Plan.

Other Risk

The ever-changing environment gives rise to various new risks. Some of this include reputational risk, human
resource risk, compliance risk etc. The risks are being evaluated and managed on daily/periodic basis by
way of implementing mitigating measures. Nevertheless, the Risk Management Department/Compliance
Department remains vigilant towards each risk.

Fair Value of Financial Assets and Liabilities and their Classification

The method of determination of fair value of financial assets and financial liabilities of the Finance at three
levels (level one, level two and level three) has been disclosed in Note 3.4.4. Classification of financial assets
and financial liabilities is done as mentioned in Note 3.4.2.

Fair value measurement is done for investment in shares. Fair value hierarchy of financial assets and liabilities
at each reporting dates for the financial instruments presented in statement of financial position is as follows:

As at 31 Ashad 2076
Particulars Classification Level 1 Level 2 Level 3

Financial Assets

Cash and cash equivalent AC 130,326,271
Due from Nepal Rastra Bank AC 81,525
Loans and advances to customers AC 602,767

Investment securities

Quoted shares FVOCI
Unqguoted shares FvOCI 994,500
Other Investment AC
Total Financial Assets - - 132,005,063
Financial Liabilities
Due to Bank and Financial Institutions AC
Deposits from customers AC 75,274,420
Other Liabilities AC 37,228,750
Total Financial Liabilities ° - 112,503,171
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Particulars Classification Level 1 Level 2 Level 3

Financial Assets
Cash and cash equivalent AC 34,518,228
Due from Nepal Rastra Bank AC 81,525
Loans and advances to customers AC 1,807,589
Investment securities

Quoted shares FVOCI -

Unquoted shares FVOCI 655,500

Other Investment AC -
Total Financial Assets = = 37,062,842
Financial Liabilities
Due to Bank and Financial Institutions AC )
Deposits from customers AC 74,851,739
Other Liabilities AC 31,434,605
Total Financial Liabilities = - 106,286,344
As at 1 Shrawan 2074

Particulars Classification Level 1 Level 2 Level 3

Financial Assets
Cash and cash equivalent 27,999,551
Due from Nepal Rastra Bank AC 81,525
Loans and advances to customers AC 2,292,236
Investment securities

Quoted shares FVOCI -

Unquoted shares FVOCI 425,500

Other Investment AC -
Other assets AC 2,432,246
Total Financial Assets = = 33,231,058
Financial Liabilities
Due to Bank and Financial Institutions AC -
Deposits from customers AC 107,771,220
Other Liabilities AC 37,985,244
Total Financial Liabilities = - 145,756,464

Note: AC = Amortized Cost, FVOCI = Fair Value Through OCI

Capital Management
Principle and Objective

The principle of capital management of the Finance is to maintain strong capital base, meet the regulatory
requirements and ensure reasonable return on capital to its shareholders. The Finance, through its senior
management level and manages the capital to meet regulatory requirement at all times and the Board en-
sures that such management of capital has been carried out by the management. Finance has submitted a
capital plan to Nepal Rastra Bank and it is committed to work accordingly to fulfil the capital requirement as

per the plan submitted to Nepal Rastra Bank.

Finance has not issued preference capital or any other form of hybrid instruments that may be converted

into capital.
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5.3.2 Capital Structure and Capital Adequacy

Capital Structure and Capital Adequacy of Finance is as follows

A. Core Capital (Rs. in ‘000)

| Period

»
2

Description
Current Previous

Paid up Capital (ordinary shares) 181,980 183,350
Proposed bonus share -
Share premium 1,360 1,360
Irredeemable preferential share -
General Reserve Fund 81,944 80,845
Accumulated profit/loss (Retained earnings) (314,049) | (316,468)

Profit & loss a/c as per balance-sheet - -

Capital Redemption Reserve Fund -

O | (N[O |W|N|K

Capital Adjustment Fund -
10 Calls in advance 83,694 -

11 Other Free Reserves -

Deductions: - -

Goodwill

T |L

Deferred tax assets 0.00

Investment on shares and securities in excess of limits

Investment to the company having financial interests
Fictitious Asset

-~ | D || O

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

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

h Underwriting share not sold within the stipulated time

i Credit and other facilities banned by the prevailing laws
Total Core Capital (A) 34,929 (50,913)

B. Supplementary capital

Description
Previous

Provisions of loan loss made for pass loan

Additional loan loss provision

Hybrid capital instruments

Unsecured Subordinated Term Debt

| wW (N[

Exchange Equalization Fund

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

()}

7 Investment adjustment Fund

Total Supplementary Capital (B) 0.00 0.00
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| c. |Total Capital Fund (A+B) | 34,929 |(50912.54) |
D Minimum capital Fund to be maintained based on Risk Weighted Assets:
1 Minimum Capital Fund Required (11.0 % of RWA) 32276 34667
2 Minimum Core Capital Required (5.5 % of RWA) 16138 17334
3 Capital Fund maintained ( in %) 11.90% -16.15%
4 Core Capital maintained (in %) 11.90% -16.15%
5 Capital Fund surplus by 0.9 % (Previous period deficit by 27.15%) 2652.85 |(85579.79)
6 Core Capital surplus by 6.4 % (Previous period deficit by 21.65 %) | 18,790.92 |(68246.16)
Samriddhi Finance Company Limited
Risk Weighted Exposure
A. On-Balance-sheet Items (Rs. in ‘000)
Description Previous period
Amount
1 Cash Balance 0 435 - 935 -
2 Gold (Tradable) 0 16 - 16 -
3 NRB Balance 0 82 - 82 -
4 Investment to Govt. Bond 0 - - -
5 Investment to NRB Bond 0 - - -
6 Loan against Own FD 0 - - -
7 Loan against Govt. Securities 0 - - -
8 | Accrued interests on Govt. bond 0 - - -
9 Investment to Youth Self-employment Fund 0 2,627 - 2,627 -
10 | Balance on domestic banks and financial institutions 20.00 |129,891 | 25,978 1,047 209
11 | Loan against other banks’ and financial institutions’ FD | 20.00 - - -
12 | Foreign bank balance 20.00 - - -
13 | Money at call 20.00 - - 32,536 6,507
14 | Loan against internationally rated bank guarantee 20.00 - -
15 | Investment to internationally rated Banks 20.00 - -
16 | Inter-bank lending 20.00 - - -
17 | Investment on shares/debentures/bonds 100.00 - 195 195
18 | Other investments 100.00 195 195
19 | Loans & advances, bills purchase/discount 100.00 (171,685 (171,685 | 212,258 (212,258
20 | Fixed assets 100.00 | 13,231 | 13,231 13,804 | 13,804
21 | Netinterest receivables (Toral IR - 8 - Interest supsense) | 100.00 - - -
22 | Gross Non-Banking Asset 100.00 | 58,796 | 58,796 58,796 | 58,796
23 | Other assets (Except advance tax payment) 100.00 4,463 4,463 6,927 6,927
24 | Real estate/residential housing loans exceeding the limits | 150.00 - -
Total On-Balance-sheet Items (A) 381,421 274,348 | 329,222 (298,696
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Off-Balance-sheet Items

Description

1 | Bills collection 0
2 Forward foreign exchange contract 10
3 L/C with maturity less than six months (Outstanding value) 20
4 Guarantee against International rated bank’s counter
guarantee 20
5 L/C with maturity more than six months (Outstanding value) | 50
6 Bid bond, performance bond and underwriting 50
7 Loan sale with repurchase agreement 50
8 Advance payment guarantee 100
9 Financial and other guarantee 100
10 | Irrevocable loan commitment 100
11 | Possible liabilities for income tax 100
12 | All types of possible liabilities including acceptance 100
13 | Rediscounted bills 100
14 | Unpaid portion of partly paid share investment 100
15 | Unpaid guarantee claims 200
16 | Claimed possible liabilities but not accepted 200
17 | Amount to be maintained for operational risk (5% of
Total Assets) 100 19,071 | 19,071 16,461 | 16,461
Total Off-Balance-sheet Items (B) 19,071 | 19,071 16,461 | 16,461
Total Risk Weighted Assets (A) + (B) 400,492 293,419 | 345,683 |315,157
Samriddhi Finance Company Limited
Notes to Financial Statements
5.4 Operating Segment Information

5.4.1 General Information

%%

Finance’s management has identified its operating segments based on the management of its branches and
offices. In line with this, 3 different segments are identified based on 7 Provinces of Nepal on geographical
separation basis. The operation, risk, transactions, etc. are more inclined on similiar manner on a particular
state. All the related income and expenses of such segments are presented in the segment information. Equity,
staff bonus, NFRS adjustments and income tax are not segregated and are included in central account. Intra-
segment transactions are eliminated. Finance does not have presence in Province 6 Karnali, hence, it is not

reported.

In general, the products that derive revenue is classified in the following manner.

i) Consumer Financing: Revenue generated by serving individual consumer is categorized under this
product. This includes loans and deposit from individual customer.

ii) Corporate Financing: Revenue generated from customer other than consumer is categorized under this

product. This includes loan and deposit.

iii) Treasury: Revenue generated by way of making investment in government securities, corporate bonds,
mutual fund units, shares etc. are grouped under this product.

iv) Others: Other revenue are included in this product and includes operational service fees, locker,

guarantee commission, etc.

3R} aiffich Ufddee (31.d. Q0©Y/008)



samriddhi @Hfg wEAFE FFA fafee
Finance samriddhi Finance Company Limited_

AT T SFaTE T HThT FoTTau=gTed HEIT

5.4.2 Segment result and segment position for the year ended on Ashad 2076 Amount in ‘000"
Particulars Province | Province | Province | Gandaki | Province | Province [Unallocated| Total
1 2 3 5 7

Revenue from external 51,274
customers 0 51,274
Intersegment revenues -
Net revenue 2,599 2,599
Interest income 9,377 9,377
Interest expenses 2,343 11 2,353
Net interest revenue 7,034 (11) 7,024
Depreciation and amortization 404 168 572
Segment profit/(loss) 5,676 (1,836) 3,340

Entity’s interest in the profit or loss of associate accounted for using equity method

Other material non-cash items:

Loans:
Consumer 76,768
Corporate 97,544
Deposit
Consumer 18,933
Corporate 56,342
Impairment of Assets
Segment Assets 207,012 986 3607 (211,605
Segment Liabilities 109,681 2,822 112,503

5.4.3 Measurement of operating segment profit or loss, assets and liabilities

i) Basis of accounting for any transactions between reportable segments:

All revenue generated including intra-segment revenue and expenses incurred in particular segment are
presented under segment revenue and expenses. Intra-segment revenue/cost is netted off at Head Office.

ii)  Nature of any differences between the measurements of the reportable segment’s profits or losses and
the entity’s profit or loss before income tax
There does not exist such difference.

iii)  Nature of any differences between the measurements of the reportable segment’s assets and the entity’s assets.

There does not exist such difference.

iv)  Nature of any changes from prior periods in the measurement methods used to determine reported
segment profit or loss and the effect, if any,

Previously, segment reporting was not done. In current scenario, segment reporting based on geographical
segment is presented.

v)  Nature and effect of any asymmetrical allocations to reportable segments
There is no such allocation.

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

a) Revenue

Total revenue for reportable segments 51,274,409.61

Other revenue

Elimination of intersegment revenues
Entity’s revenue 51,274,409.61
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Profit or loss

Total profit or loss for reportable segments 3,840,205

Other profit or loss

Elimination of intersegment profit

Unallocated amounts:
Staff bonus 349,109
Income tax 0
NFRS adjustments 0

Profit before income tax 3,491,096

Assets

Total assets for reportable segments 207,997,954

Other assets

Unallocated assets 3,606,791

Entity’s assets 211,604,745

Liabilities

Total liabilities for reportable segments 112,503,171

Other liabilities

Unallocated liabilities

Entity’s liabilities 112,503,171

Information about product and services

Particulars Amount

Consumer banking

Corporate banking

Treasury

Others

Information about geographical areas

Revenue from geographical areas are as follows:

Domestic:

Province 3 51,274,408

Province 5 1.31

Foreign:

Total 51,274,409

Information about major customers

None of the customer have contribution of 10% of more revenue on total revenue of Bank.

Share options and share based payment
Not applicable
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5.6 Contingent liabilities and capital commitment

Contingent liabilities are:

- a possible obligation that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the entity or

- present obligation that arises from past events but is not recognised because it is not probable that
an outflow of resources embodying economic benefits will be required to settle the obligation or the
amount of the obligation cannot be measured with sufficient reliability.

Capital commitment are projected capital expenditure a company commits to spend on long-term assets
over a period of time.

Quantitative information on contingent liabilities and capital commitments are presented in Note 4.28.
5.7 Related parties disclosure

Related parties of the Bank include key management personnel of the Bank.
5.7.1 Key management personnel

Key management personnel include Board of Director of the Bank and Chief Executive Officer.
a) Board of Directors

Board of Directors of the Bank comprise the following:

Name Position Remarks
1. Tika Nidhi Lohani Chairperson
2. Binod Kumar Subedi Director
3. Shiva Lal Puri Director
4. Kumar Shrestha Director

5. Mr. Bharat Bahadur Thapa Chhettri | serves as the
secretary of
Board.

Allowance and facilities provided to Board Members

Chairperson of the Board is provided Rs. 1500.00 and other board members are provided Rs. 1500 as meet-
ing fees for attending the board meetings. Total amount paid as meeting allowance during the year to board
members was Rs. 132,000.00

All board members are provided Rs. 2,000.00 per month in order to cover expenses related to newspaper
and telephone expenses.

Apart from the stated allowance and facilities, other allowance and facilities are not provided to board
members.

There has not been any commercial transaction of the Bank with its board members.

b) Chief Executive Officer

Mr. Bharat Bahadur Thapa Chhetri serves as Chief Executive Officer of the Bank. He is provided salary
and allowance and benefits as per his appointment. Annual salary and allowances provided to Mr. Thapa
during the year amounts to Rs.7,95,250.

In addition, the vehicle facility has been provided to the CEO by the bank.

Bank has not entered into any commercial transaction with its CEO.

5.8 Merger and acquisition

During the current fiscal year, there has not been any completed merger or acquisition.

5.9 Events after reporting date
Proposed dividend

The company is not in a position to declare dividend this year.
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Samriddhi Finance Company Limited

Notes to Financial Statements

Disclosure effect of transition from previous GAAP to NFRS

The financial statements are prepared in accordance with Nepal Financial Reporting Standards (NFRS) is-
sued by the Institute of Chartered Accountants of Nepal (ICAN) with effect from 1 Shrawan 2075, with a
transition date of 1 Shrawan 2074. These financial statements for the year ended 31 Ashad 2076 are the first
the Finance has prepared under NFRS. For all periods up to and including the year ended 32 Ashad 2075,
the Finance prepared its financial statements in accordance with earlier issued Nepal Accounting Standards
(hereinafter referred to as ‘Previous GAAP’)

The adoption of NFRS has been carried out in accordance with NFRS 1, First-time Adoption of NFRS. NFRS 1
requires that all NFRS and interpretations that are issued and effective for the first NFRS financial statements
be applied retrospectively and consistently for all financial years presented. Accordingly, the Finance has
prepared financial statements which comply with NFRS for the year ended 31 Ashad 2076, together with the
comparative information as at and for the year ended 32 Ashad 2075 and the opening NFRS Statement of
Financial Position as at 1 Shrawan 2074, the date of transition to NFRS.

In preparing these financial statements in line with NFRS, the Finance has availed certain exemptions and
exceptions in accordance with NFRS 1, as explained below. The resulting difference between the carrying
values of the assets and liabilities in the financial statements as at the transition date under NFRS and Pre-
vious GAAP have been recognized directly in equity (retained earnings). This note explains the adjustments
made by the Finance in restating its Previous GAAP financial statements, including the Statement of Financial
Position as at 1 Shrawan 2074 and the financial statements as at and for the year ended 32 Ashad 2075.

A. Exemptions from retrospective application

NFRS 1 allows first-time adopters certain exemptions from retrospective application of certain requirements
under NFRS. The Finance has elected to apply the following optional exemptions from retrospective appli-
cation:

a) Deemed cost for property, plant and equipment, intangible assets and investment property

The Finance has elected to measure all its property, plant and equipment, intangible assets and investment
property at the Previous GAAP carrying amount as its deemed cost on the date of transition to NFRS.

B. Exceptions to retrospective application

The Finance has applied the following exceptions to the retrospective application of NFRS as mandatorily
required under NFRS 1:

a. Estimates: On assessment of the estimates made under the Previous GAAP financial statements, the Fi-
nance has concluded that there is no necessity to revise the estimates under NFRS, as there is no objective
evidence that those estimates were in error. However, estimates that were required under NFRS but not
required under Previous GAAP are made by the Finance for the relevant reporting dates reflecting conditions
existing as at that date.

b) Business Combination: Finance has elected not to apply the NFRS 3 retrospectively to past business com-
binations that occurred before the date of transition to NFRS. All the assets and liabilities acquired and
accounted as per previous GAAP are continued to be measured on same manner on the date of transition
to NFRS.

C. Reconciliations

The following reconciliations provide the explanations and quantification of the differences arising from the
transition from Previous GAAP to NFRS in accordance with NFRS 1:

I)  Reconciliation of Equity as at 1 Shrawan, 2074 and 32 Ashad, 2075.

i) Reconciliation of Profit or Loss for the year ended on 32 Ashad 2075

iii)  Effect of NFRS adoption for the statement of financial position for date of transition and comparative
period
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iv)  Effect of NFRS adoption for the statement of profit or loss and other comprehensive income for com-

parative period

V) Effect of NFRS adoption for the statement of cash flows

i) Reconciliation of Equity as at 1 Shrawan, 2074 and 32 Ashad, 2075.
Particulars Note

Total equity under previous GAAP

As at 01.04.2074

(95,654,510)

As at 32.03.2075

(49,916,041)

Adjustments under NFRS

Impairment on loans and advances

Fair value and employees benefit accounting of staff
loan

Lease accounting

Measurement of investment securities at fair value a

161,700

322,700

Revaluation of property and equipment

Recognition of investment property b

40,333,532

58,795,928

Amortization of debt securities issued

Deferred tax c

13,462,261

1,843,271

Defined benefit obligation of the employees

Goodwill/Bargain purchase gain

Interest income

Others:

Total adjustment to equity

53,957,493

60,961,899

Total Equity under NFRS

(41,697,017)

11,045,859

ii) Reconciliation of Profit or Loss for the year ended on 32 Ashad 2075

Particulars Note For the year ended on 32 Ashad 2075
Profit/(loss) as per previous GAAP 64,619,223
Adjustments under NFRS
Impairment charge/(reversal) on loan and other losses d 418,358
Deferred tax c 11,618,990
Profit or loss under NFRS 52,581,875
Other comprehensive income a 161,000
Total Comprehensive income under NFRS 52,742,875

Explanation to adjustments

As at 01.04.2074

As at 32.03.2075

a) Investment securities:

Measurement of shares at fair value in NFRS which was done
at cost in previous GAAP. The impact on equity is taken net of
deferred tax

161,700

322,700

b) Investment property:

Non-banking assets were previously provided 100% loss allow-
ance which is not required in NFRS, accordingly the book value
of non-banking assets is presented as investment property

As at 01.04.2074

40,333,532

As at 32.03.2075

58,795,928
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c) Deferred Tax

Recalculation of deferred tax considering all temporary

differences

As at 01.04.2074

As at 32.03.2075

13,462,261 1,843,271

d) Changes in impairment

For the year ended on 32 Ashad 2075

418,358

e) Other Comprehensive Income

Fair valuation increase on shares 230,000
Deferred tax impact on fair valuation (69,000)
Net Other Comprehensive Income 161,000

Notes :

a) Measurement of investment properties at fair value

b) Provision on Non Banking Assets not provided as per NFRS

c¢) Additional calculation of deferred tax

d) Set off of provision expense against reversal of provision.

continued ...

iii) Effect of NFRS adoption for the statement of financial position on
transition date and comparative period

a) As at 1 Shrawan 2074

As per

Particulars . Adjustments | As per NFRS Remarks
previous
Assets
Cash and cash equivalent 3,725,572 24,273,979 | 27,999,551 | Regrouping from placement
with BFIs
Due from Nepal Rastra Bank 81,525 - 81,525
Placement with Bank and 24,273,979 | (24,273,979) - | Regrouping to cash and cash
Financial Institutions equivalent
Derivative financial - -
instruments
Other trading assets - -
Loan and advances to B/Fls - -
Loans and advances to - 2,292,236 2,292,236 | Staff loan at amortized cost
customers included along with loan to
customer
Investment securities 194,500 231,000 425,500 | Fair valuation of share
investment
Current tax assets 2,131,845 (2,000) 2,129,845 | Netting of tax assets and tax

liability

Investment in subsidiaries

Investment in associates
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Investment property - 40,333,532 | 40,333,532 | Impairment on non banking
assets no longer required in
NFRS, hence reversed and
book value presented as
investment property.
Property and equipment 14,546,564 (0) | 14,546,563
Goodwill and Intangible assets - -
Deferred tax assets 13,392,961 | 13,392,961 | Recalculation of deferred tax
on NFRS
Other assets 6,764,010 | (3,906,274) 2,857,736 | Regrouping of staff loan
and impairment of certain
receivable/advance netted off
with related assets
Total Assets 51,717,994 | 52,341,454 |104,059,448
Liabilities
Due to Bank and Financial - -
Institutions
Due to Nepal Rastra Bank - -
Derivative financial - -
instruments
Deposits from customers 107,771,220 -1 107,771,220
Borrowing - -
Current Tax Liabilities 2,000 (2,000) -| Netted with tax assets
Provisions - - -
Deferred tax liabilities - -
Other liabilities 39,599,283 | (1,614,039)| 37,985,244| Impairment on certain assets
netted with related assets
Debt securities issued - -
Subordinated Liabilities - -
Total liabilities 147,372,504| (1,616,039)| 145,756,465
Equity
Share capital 183,350,300 (1,370,000)| 181,980,300 Advance towards share
included in reserves
Share premium 1,359,830 - 1,359,830
Retained earnings (352,447,921) 53,795,793 ((298,652,128)| Reversal of loss on non-
banking assets
Reserves 72,083,281 1,531,700| 73,614,981 Impact of fair valuation of
shares and write back of
impairment of non banking
assets considered with
regulatory reserve, advance
towards share included from
share capital
Total equity attributable to 53,957,493 | (41,697,017)
equity holders (95,654,510)
Non-controlling interest
Total equity 53,957,493 | (41,697,017)
(95,654,510)
Total liabilities and equity 51,717,994 52,341,454 | 104,059,448
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b) As at 32 Ashad 2075

Particulars As per Adjustments | As per NFRS
previous
GAAP

Assets

Cash and cash equivalent 1,982,322 32,535,906| 34,518,228| Regrouping from placement
with BFIs

Due from Nepal Rastra Bank 81,525 - 81,525

Placement with Bank and 32,535,906 (32,535,906) -| Regrouping to cash and cash

Financial Institutions equivalent

Derivative financial - - -

instruments

Other trading assets - - -

Loan and advances to B/Fls - - -

Loans and advances to - 1,807,589 1,807,589 | Staff loan at amortized cost

customers included along with loan to
customer

Investment securities 194,500 461,000 655,500| Fair valuation of share
investment

Current tax assets 2,131,845 - 2,131,845

Investment in subsidiaries - -

Investment in associates - -

Investment property - 58,795,927| 58,795,927 | Impairment on non banking
assets no longer required in
NFRS, hence reversed and
book value presented as
investment property.

Property and equipment 13,803,799 -| 13,803,799

Goodwill and Intangible assets - -

Deferred tax assets 1,704,971 1,704,971 | Recalculation of deferred tax
under NFRS

Other assets 6,942,494| (3,109,674) 3,832,820| Regrouping of staff loan
and impairment of certain
receivable/advance netted off
with related assets

Total Assets 57,672,390 59,659,813| 117,332,203

Liabilities

Due to Bank and Financial - -

Institutions

Due to Nepal Rastra Bank - -

Derivative financial - -

instruments

Deposits from customers 74,851,739 -| 74,851,739

Borrowing

Current Tax Liabilities

Provisions

Deferred tax liabilities

3R} aiffich Ufddee (31.d. Q0©Y/008)




samriddhi @Hfg wEAFE FFA fafee

Finance - §amriddhi Finance Company Limited

AT T SFaTE T HThT FoTTau=gTed HEIT

Other liabilities 32,736,691 (1,302,086)| 31,434,605| Impairment on certain assets
netted with related assets

Debt securities issued - -

Subordinated Liabilities - - -

Total liabilities 107,588,430| (1,302,086)| 106,286,344

Equity

Share capital 183,350,300 (1,370,000)| 181,980,300 Advance towards share
included in reserves

Share premium 1,359,830 0 1,359,830

Retained earnings (316,467,691) 60,639,198 ((255,828,493)

Reserves 81,841,521 1,692,700| 83,534,221 Impact of fair valuation of
shares and write back of
impairment of non banking
assets considered with
regulatory reserve, advance
towards share included from
share capital

Total equity attributable to (49,916,041) 60,961,899 | 11,045,858

equity holders

Non-controlling interest -

Total equity (49,916,041) 60,961,899 11,045,858

Total liabilities and equity 57,672,390 59,659,813| 117,332,203

iv) Effect of NFRS adoption for the statement of profit or loss and other comprehensive income for the
year ended on 32 Ashad 2075

Particulars

As per
previous
GAAP

Adjustments

As per NFRS

Remarks

Interest income 51,470,571 53,186| 51,523,757 | Additional interest income
on staff loan because of
measurement at amortized
cost using market rate

Interest expense 2,537,114 - 2,537,114

Net interest income 48,933,457 53,186| 48,986,643

Fee and commission income 10,869 - 10,869

Fee and commission expense - - -

Net fee and commission 10,869 - 10,869

income

Net interest, fee and 48,944,326 53,186| 48,997,512

commission income

Net trading income - - -

Other operating income - 18,000 18,000 Regrouping of dividend
income

Total operating income 48,944,326 71,186| 49,015,512

Impairment charge/(reversal) |(28,880,945) 418,358 | (28,462,587) | Thisis the amount of provision on other assets

for loans and other losses made in FY 2074.75. It has been set off against the
total reversal of provision as per NFRS but shown
separately in Financials prepared as per GAAP

Net operating income 77,825,271 (347,172)| 77,478,099
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Operating expense

Personnel expenses

5,280,837

53,186

5,334,023

Employee benefit expenses related
to excess interest income on staff loan
measured at amortized cost on market rate

Other operating expenses

7,200,446

7,200,446

Depreciation & Amortisation

742,764

742,764

Operating Profit

64,601,223

(400,358)

64,200,865

Non operating income

18,000

(18,000)

Regrouping of dividend
income

Non operating expense

Profit before income tax

64,619,223

(418,358)

64,200,865

Income tax expense

Current Tax

Deferred Tax

11,618,990

11,618,990

Profit for the period

64,619,223

(12,037,348)

52,581,875

Other comprehensive income, net of income tax

a) Items that will not be reclassified to profit or loss

Gain/(loss) from investments in
equity instruments measured
at fair value

230,000

230,000

Measurement of shares at fair
value

Gain/(loss) on revaluation

Actuarial gains/(losses) on
defined benefit plans

Income tax relating to above items

(69,000)

(69,000)

Deferred tax impact on fair
valuation

Net other comprehensive
income that will not be
reclassified to profit or loss

161,000

161,000

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

Gains/(losses) on cash flow hedge

Exchange gain/(losses) arising
from translating financial
assets of foreign operation

Income tax relating to above
items

Net other comprehensive
income that are or may be
reclassified to profit or loss

c) Share of other
comprehensive income of
associate accounted as per
equity method

Other comprehensive income
for the period, net of income
tax

161,000

161,000

Total comprehensive income
for the period

64,619,223

(11,876,348)

52,742,875

3R} aiffich Ufddee (31.d. Q0©Y/008)
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As per
Particulars previous | Adjustments | As per NFRS
GAAP
Cash flow from operating (1,743,251) 8,243,927 6,500,676
activities
Cash flow from investing activities - 18,000 18,000
Cash flow from financing activities| - - -
Net cash inflow/(outflow) (1,743,251) 8,261,927 6,518,676
during the period
Cash and cash equivalent at - -
the beginning of the period
Cash and cash equivalent at | (1,743,251) 8,261,927 6,518,676

the end of the period

ENENRS

Regrouping of certain
assets, liabilities, income and
expenses. There is no impact

of NFRS on cash flow, in
principle.

5.11  Major Financial Indicators of Last Five Years
Particulars Indicator 2075-76 2074-75 2073-74 2071-72

Net profit/total

1 income % 57.78 93.45 (109.76) 524.80 1,225.14

2 Earning per share
Basic earning per
share Rs. 3 25 9 56 74
Diluted earning
per share Rs. 3 25 9 56 74
Market price per
share Rs. 101 104 147 |INA 89

4 Price/earning ratio| Times 33.45 417 15.72 |NA 1.21
Dividend or bonus

5 per share Rs. - - - - -

6 Cash dividend Rs. - - - - -
Interest in-
come/loan and

7 advances % 5.41 22.45 1.76 8.58 5.41
Employee expens-
es/total operating

8 expenses % 36.77 33.51 14.63 33.88 25.58
Employee expens-
es/total deposit

9 and borrowing % 7.23 2.78 14.35 3.05 4.23
Exchange in-

10 come/total income| % - - - - -
Staff bonus/total

11 employee expenses| % 6.42 - - - -
Net profit/loans

12 and advances % 3.13 19.95 6.83 33.87 30.89
Net profit/total

13 assets % 2.60 79.31 33.15 115.33 168.94
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Total loans and
advances/total
14 deposit % 233.52 287.08 226.14 150.39 136.99
Total operating
expenses/total
15 assets % 6.99 27.33 67.48 23.60 35.82
Capital adequacy
16 ratio
a) Common Equity
Tier 1 Capital % 11.90 (16.15) (29.67) (35.82) (45.98)
b) Core Capital % 11.90
c) Supplementary
Capital % - - - -
d) Total Capital
Fund % 11.90 (16.15) (29.67) (35.82) (45.98)
Cash reserve ratio
17 (CRR) % 0.11 0.11 0.08 0.05 0.03
NPAs/total loan
18 and advances % 100 100 100 100 100
19 Base rate % 17.60 15.09
Weighted aver-
age interest rate
20 spread % 3.90 19.67 (12.59) 5.54 1.18
21 Book net worth Rs. 99,101,575 (49,916,040) (95,654,510) (112,797,649) (215,886,034)
22 Total shares No. 1,819,803 1,819,803 1,819,803 1,819,803 1,819,803
23 Total employees No. 13 17 18 20 22
24 Others:
Per employee busi-
ness (Rs. In lakh) 136 127 |NA NA NA
Employee expens-
es/total income * % 57.22 10.35 |NA NA NA
* Interest and other operational income has been considered as income while calculating this ratio
Oz 3oRf aifffes Ufadcat (3M.d. 200Y/00k)
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Samriddhi Finance Company Limited
Comparison Audited and Unaudited Financial Statements
Fiscal Year: 2075-76

Amount in ‘000

As per As per Variance
N " Unaudited | Audited | Variance in .
Statement of Financial Position Financial Financial Percentage Reasons for Variance
Statements| Statements

Assets

Cash and cash equivalent 130,326 130,326 (0) (0.00)

Due from NRB and 82 82 0 0.00

placements with BFls

Loan and advances 176,223 603 | 175,620 100 | Due to staff loan
amortization

Investments Securities - 995 (995) 100 | due to fair value
consideration of
investment securities

Investment in subsidiaries and - - - -

associates

Goodwill and intangible assets - - - -

Other assets 76,930 79,600 (2,670) (3) | Change in classification

Total Assets 383,560 211,605 | 171,956

Capital and Liabilities

Paid up Capital 265,674 181,980 83,694 31 | Change of classification

Reserves and surplus (169,577) (82,879) | (86,698) 51 | due to fair value
consideration of
investment securities

Deposits 75,274 75,274 (0) (0)

Borrowings - - - -

Bond and Debenture - - -

Other liabilities and provisions| 212,188 37,229 | 174,960 82 | Loans loss provisions
and other provisions
not setoff in Unaudited
but setoff in audited
financials.

Total Capital and Liabilities 383,560 211,605 | 179,956

Statement of Profit or Loss

Interest income 9,423 9,507 (84) (0.89) | Due to adjustment of
staff loan amortisation

Interest expense 2,353 2,353 0 0

Net interest income 7,070 7,153 (84)

Fee and commission income - 3 (3) 100 | Change in classification

Fee and commission expense

36R} diffch UfdidcoT (31.d. Q00Y/008)

RN

e




samriddhi @¥fg wEAwa FFA fafres
‘ Finance  §amriddhi Finance Company Limited

AU T HeFATE T T FoTTaU=GT e

Net fee and commission - 3 (3) | 100.00

income

Other operating income 24 22 3 11

Total operating income 7,094 7,178 (84)

Impairment charge/(reversal) | (11,110) (39,719) 28,609 (258) | Change in accounting

for loans and other losses treatment

Net operating income 18,204 46,897 | (28,693) -

Personnel expenses 4,681 5,441 (760) (16) | Additional Leave
provision and bonus
included in Audited as
Employee expenses this
year.

Other operating expenses 8,629 9,355 (727) (8) | Provision for Local Level
Tax made in audited
financials

Operating profit 4,894 32,101 | (27,207)

Non operating - 28,609 | (28,609) (100) | Change in classification &

income/expense Accounting Treatment

Profit before tax 4,894 3,491 1,403

Income tax -

Deferred tax (2,004) 2,004 (100) | Additional calculation on
Audited Financials

Profit /(loss) for the period 4,894 5,495 1,403

Other comprehensive income - 237 (237) (100) | Fair value calculation of
investment securities

Total comprehensive income - 237

Distributable Profit 4,894 5,732

Net profit/(loss) as per profit

or loss

Add/Less: Regulatory

adjustment as per NRB

Directive

Free profit/(loss) after

regulatory adjustments

O BRI aIffics yfaiddel (31.d. Q00Y/00)
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Samriddhi Finance Company Limited
Unaudited Financial Results (Quarterly)
Fourth Quarter ended of Fiscal Year 2075-76

Statement of Financial Position

This Quarter

Ending

Previous Quarter
Ending

Amount in ‘000

Corresponding
Previous Year
Quarter Ending

Assets

Cash and cash equivalent 130,326 130,661 34,599
Due from NRB and placements with BFls 82 - -
Loan and advances 176,223 174,314 214,885
Investments Securities 195 195
Investment in subsidiaris and associates

Goodwill and intangible assets

Other assets 76,930 340,959 365,662
Total Assets 383,560 646,129 615,341
Capital and Liabilities

Paid up Capital 265,674 265,674 181,980
Reserves and surplus (169,577) (226,893) (236,054)
Deposits 75,274 74,862 74,852
Borrowings

Bond and Debenture

Other liabilities and provisions 212,188 532,484 594,564
Total Capital and Liabilities 383,560 646,127 615,342

Statement of Profit or Loss

This Quarter

Previous Quarter

Corresponding
Previous Year

Ending Ending Quarter Ending
Interest income 9,423 7,293 51,471
Interest expense 2,353 1,120 2,537
Net interest income 7,070 6,173 48,934
Fee and commission income
Fee and commission expense
Net fee and commission income 7,070 6,173 48,934
Other operating income 24 24 29
Total operaing income 7,094 6,197 48,963
Impairment charge/(reversal) for loans and other losses (11,110)
Net operating income 18,204 6,197 48,963
Personnel expenses 4,681 2,848 5,281
Other operating expenses 8,629 6,006 7,973
Operating profit 4,894 (2,657) 35,709
provision for future loss 28,799 18,881
Net operating profit (31,456) 16,828
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write back of provision for future loss 41,470 28,881
profit from regular business 10,014 45,709
provision for staff bonus 910 4,158
provision for tax 2,731
Profit before tax
Income tax
Profit /(loss) for the period 4,894 6,373 41,551
Other comprehensive income -
Total comprehensive income

4,894 6,373 41,551
Distributable Profit
Net profit/(loss) as per profit or loss
Add/Less: Regulatory adjustment as per NRB Directive 0
Free profit/(loss) after regulatory adjustments 4,893.86 6,373.00 41,551.00
Ratios
Capital fund to RWA 12.37% 13.05% -15.78%
Non performing loan (NPL) to toal loan
(As per NRB Directive) 100% 100% 100%
Total loan loss provision to Total NPL
(As per NRB Directive) 100% 100% 100%
Cost of Funds 3.14% 2.78% 5.4%
Credit to Deposit Ratio ( As per NRB Directive) 156% 153% 1034.21%
Base Rate 17.6% 12.8% 15.09%
Basic Earning Per Share 2.69 0
Diluted Earning Per Share 2.69 0

Segment Reporting
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