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D. Utsav & Associates

Independent Auditors' Report
To The
Shareholders of Swarojgar Laghubitta Bittiya Sanstha Ltd.

Report on the Audit of the Financial Statements

Qualified Audit Opinion

We have audited the accompanying financial statements of Swarojgar Laghubitta Bittiya Sanstha Ltd.,
which comprises the statement of financial position as at Ashad 31, 2077, statement of the profit or loss,
statement of changes in equity and statement of cash flow for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effect of the matters described in the basis for Qualified Opinion
section of our report, the accompanying financial statements present fairly, in all material respects the
financial position of the Swarojgar Laghubitta Bittiya Sanstha Ltd. as at Ashad 31, 2077 and its financial
performance and its cash flows for the year then ended in accordance with accounting principles generally
accepted in Nepal.

Basis for qualified opinion

We were not able to visit branch offices of Swarojgar Laghubitta Bittiya Sanstha Ltd. because of travel
restriction due to Covid-19 thereby results in the limitation of scope. We are unable to satisfy ourselves by
alternative means concerning the branch performance.

Furthermore, the financial statements were not prepared and presented in accordance with Nepal Financial
Reporting Standard issued by The Institute of Chartered Accountants of Nepal.

We conducted our audit in accordance with Nepal Standard on Auditing (NSA), generally accepted auditing
standards and applicable laws. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section in our report. We are
independent of the Swarojgar Laghubitta Bittiya Sanstha Ltd. in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with
the ethical requirement that are relevant to our audit of the financial statements in Nepal, and we have
fulfilled our ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriated to provide a basis for our opinion.

D. Utsav & Associates
Chartered Accountants
dangiutsaviigmail.com

9841715543
Kathmandu, Nepal

www. dutsavassociates.com
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Key Audit Matters

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

key audit matters to be communicated in our report.

S. N. | Key Audit Matters

Auditor's Response

1. Impact of COVID — 19 on the Microfinance
and Compliance with circular issued by Nepal
Rastra Bank (NRB)

On 11th March, 2020 the COVID - 19
outbreak was declared a global pandemic by
the World Health Organization. On 24th
March 2020, Nepal Government announced a
strict nation-wide lockdown which continued
till 21st July 2020.

Due to lockdown, the profitability of the
Microfinance was highly impacted and NRB
issued various circulars for the benefit of the
borrower members. This included discounts
on interest and rebate in interest rate.

Since, the impact of COVID — 19 is significant
on the performance of the Microfinance, we
have determined this as a Key Audit Matter.

Our audit approach regarding the impact of COVID —
19 outbreak and the mitigation approach by the
Microfinance is based on the various circulars issued
by NRB on various dates till the date of our review.

Provisions like 10% discount on interest paid till 12th
April 2020, 3% rebate on applicable interest as at 13th
April 2020 for the fourth quarter, relaxation of the
penal charges (interest and penalties) to the members
during the pandemic period were verified on a test-
sample basis.

Furthermore, due to COVID — 19 pandemic, we had to
modify our audit approach and credit review of some
of the branches sampled during our audit plan were
conducted remotely from Head Office instead of
physical visit of the branch.

Our Result: We did not find any instances of non-
compliance during the course of our audit in relation to
discount and rebate provided by the Microfinance.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with generally accepted accounting principles, and such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Organization’s financial reporting

process.

Auditors Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as ¥hole g
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report thatiae

our opinion.

>

(:4
Aeggun'®

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with NSAs will always detect a material misstatement when it exists. Misstatements can arise
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from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with NSAs, we exercise professional judgement and maintain professional

skepticism throughout the audit. We also:

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

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

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

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

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

= Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the organization to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the statutory audit. We remain solely
responsible for our audit opinion.

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

Report On The Requirements Of Banks And Financial Institutions Act 2073 and Companies Act 2063

= We have obtained satisfactory information and explanations asked for, which to the best of our
knowledge and belief were necessary for the purpose of our audit;

= The returns received from the branch offices of the Microfinance, though the statements are
independently not audited, were adequate for the purpose of the audit;

= The financial statements including the statement of financial position, statement of profit or loss,
statement of changes in equity, statement of cash flows including a summary of significant accounting
policies and other explanatory notes have been prepared in all material respect in accordance with the
provision of the Companies Act 2063, and they are in agreement with the books of accounts of the
Microfinance;

accordance with the Directives of Nepal Rastra Bank.
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To the best of our information and according to the explanation given to us, the Board of Directors, the
representative or any employee of the Microfinance has not acted in contrary to the provision of the law
relating to accounts nor caused direct loss or damage to the Microfinance deliberately or acted in a
manner that would jeopardize the interest and security of the Microfinance and the Microfinance has not
acted in a manner to jeopardize the interest and security of the depositors.

CA Utsav Dangi
Engagement Partner
UDIN: 210113CA01124glulD

D. Utsav & Associates
Chartered Accountants
Kathmandu, Nepal, 12 January, 2021.
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SWAROJGAR LAGHUBITTA BITTIYA SANSTHA LIMITED
Unaudited Financial Results (Quarterly)
As at 4th Quarter (31/03/2077) of the Fiscal Year 2076/2077

Rs in '000
S.N Particular A theQIir;ﬂ:: RRLE Pr‘:\t/it::sEggaor:er Cﬁtr:::pEor::iﬁfg
Previous Year Quarter
1 Total Capital and Liabilities 3,847,499.86 3,729,183.65 3,201,005.44
11 Paid up Capital 341,612.12 341,612.12 341,612.12
1.2 Reserve and Surplus 121,988.59 103,066.06 112,982.75
1.3 Debentures and Bonds
1.4 Borrowings 1,407,206.40 1,356,734.73 1,427,960.32
1.5 Deposits 1,738,796.08 1,677,459.63 1,255,408.62
a. Members 1,738,796.08 1,677,459.63 1,255,408.62
b. Public
1.6 Income Tax Liability 33,295.66 25,186.01 32,561.57
1.7 Other Liabilities 204,601.02 225,125.11 30,480.07
2 Total Assets 3,847,499.86 3,729,183.65 3,201,005.44
2.1 Cash and Bank Balance 438,771.29 236,666.26 145,201.87
2.2 Money at Call and Short Notice
2.3 Investments 1,010.00 1,010.00 1,000.00
2.4 Loan and Advances 3,289,149.61 3,354,359.25 2,970,469.43
a. Rea State Loan - - -
b. Home/Housing Loan - - -
c. Margin Type Loan - - -
d. Term Loan - - -
e. Overdraft Loan/TrLoan/WC Loan - - -
f. Others 3,289,149.61 3,354,359.25 2,970,469.43
2.5 Fixed Assets 32,389.13 37,755.70 36,063.26
2.6 Non Banking Assets
2.7 Other Assets 86,179.83 99,392.45 48,270.87
. At the End of
3 Profit and Loss Account At th%ﬁzgt:: Ihis P r':\t/itgjsES: a?'tf o Cyrresponding
Previous Year Quarter
3.1 Interest Income 558,443.77 395,136.60 444,790.99
3.2 Interest Expenses 304,216.81 227,393.50 241,087.28
A. Net Interest Income 254,226.95 167,743.10 203,703.71
3.3 Fee, Commission and Discount 1,044.14 4.31 -
3.4 Other Operating Income 63,899.26 61,540.76 68,267.13
3.5 Foreign Exchange Gain/Loss (Net)
B. Total Operating Income 319,170.36 229,288.16 271,970.84
3.6 Staff Expenses 117,469.75 86,276.05 92,961.97
3.7 Other Operating Expenses 43,802.81 34,625.06 54,701.71
C. Operating Profit Before Provision 157,897.80 108,387.05 124,307.15
3.8 Provision for Possible Losses 107,188.84 46,313.51 24,935.05
D. Operating Profit 50,708.96 62,073.54 99,372.10
3.9 Non Operating Income/Expenses (Net) 6,362.65 6,107.97 12,363.09
3.10 Write Back of Provision for Possible Loss 66,245.66 25,100.01 6,193.40
E. Profit from Regular Activities 123,317.27 93,281.52 117,928.60
3.11 Extraordinary Income/Expenses (Net)
F. Profit Before Bonus and Taxes 123,317.27 93,281.52 117,928.60
3.12 Provision for Staff Bonus 12,331.73 9,328.15 11,792.86
3.13 Provision for Tax 33,295.66 25,186.01 31,912.89
G. Net Profit/Loss 77,689.88 58,767.36 74,222.85
4 Ratios At the End of This At .the End of At the End of This
Quarter Previous Quarter Quarter
41 Capital Fund to RWA 13.83% 12.81% 13.36%
4.2 Non Performing Loan (NPL) to Total Loan 1.83% 1.73% 0.88%
4.3 Total Loan Loss Provision to Total NP L 145.43% 116.20% 174.62%
4.4 Cost of Fund 10.34% 10.61% 8.98%
4.5 CD Ratio (Calculated as per NRB Directives) 189.16% 199.97% 236.61%
Note : if the statutory audit and supervisory authority notify any remarks to change the unaudited financial statement could change accordingly
Additional Information (Optional)
5 Average Yield (Local Currency) 15.00 16.38 16.27
6 Net Interest Spread (Local Currency) 4.66 5.77 7.29
7 Return on Equity 16.76 17.62 16.33
8 Return on Assets 2.02 2.10 2.32
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TgErT ¥.3]

SWAROJGAR LAGHUBITTA BITTIYA SANSTHA LIMITED
Comparision of Unaudited and Audited Financial Statement as of FY 2076/77

Rs in '000
As per As per Variance
S. : Unaudited Audited @
Particular N . h f Reason for Variance
No. Financial Financial In Amount In %
Statement Statement
1 Total Capital and Liabilities 3,847,499.86 3,700,013.39 (147,486.48) (3.83)
1.1 Paid up Capital 341,612.12 386,954.30 45,342.18 13.27
Due to purpose bonus share, client
1.2 Reserve and Surplus 121,988.59 109,834.59 (12,154.00) (9.96) | protection fund and corporate social
responsibility fund.
1.3 Debentures and Bonds - - - -
1.4 | Borrowings 1,407,206.40 | 1,407,402.31 195.92 G4 | Due to sdme .over bocking of
installment of borrowings
1.5 Deposits 1,738,796.08 1,738,796.08 - -
a. Domestic Currency 1,738,796.08 1,738,796.08 - -
b. Foreign Currency E 2 & =
16 | Income Tax Liability 33,295.66 27,005.96 628070y | (1emgy | Income tax liabilty was Increased
due to disallowe expenses in tax.
1.7 Other Liabilities 204,601.02 30,020.15 (174,580.87) | (85.33) | Proposed cash dividend
2 Total Assets 3,847,499.86 3,700,013.39 (147,486.48) (3.83)
2.4 Cash and Bank Balance 438,771.29 438,771.29 - -
22 Money at Call and Short Notice - - - -
Provision has been made in
2.3 Investments 1,010.00 1,000.00 (10.00) (0.99) investment as per NRB directives
Loan loss provision which was shown
2.4 Loan and Advances 3,289,149.61 3,172,467.89 (116,681.72) (3.55) | in other liability, now set off with
Loan and advances
a. Rea State Loan - - - -
b. Home/Housing Loan - - - -
c. Margin Type Loan - - - -
d. Term Loan - - - -
e. Overdraft Loan/TrLoan/WC Loan - - - -
f. Others 3,289,149.61 3,172,467.89 (116,681.72) (3.55)
25 Fixed Assets 32,389.13 32,389.14 - -
26 Non Banking Assets - - - -
Interest receivable was net off with
2.7 Other Assets 86,179.83 55,385.07 (30,794.76) (35.73) | interest suspense and change in
differred tax assets
3 Profit and Loss Account
3 Interest Income 558,443.77 558,443.77 - -
31 | Interest Expenses 30421681 |  304412.73 o582 | qpe | DUB ® Rome kR oier inmiest
expenses on borrowings
A. Net Interest Income 254,226.95 254,031.04 (195.92) (0.08)
3.3 Fee, Commission and Discount 1,044.14 1,044.14 - -
3.4 Other Operating Income 63,899.26 63,899.26 - -
35 Foreign Exchange Gain/Loss (Net) - - - -
B. Total Operating Income 319,170.36 318,974.44 (195.92) (0.06)
386 Staff Expenses 117,469.75 117,469.75 - -
- Due to rebate on interest income as
3.7 Other Operating Expenses 43,802.81 45,669.71 1,866.90 4.26 per NRB Circular & Merger Expenses
g' Oparating Profit Befors 157,897.80 155,834.98 (2,062.82) | (1.31)
rovision
3.8 | Provision for Possible Losses 107,188.84 |  136,259.51 syoreidr | gz | DRP PO TRGS e oA NRB
D. Operating Profit 50,708.96 19,575.47 (31,133.49) | (61.40)
39 Non Operating Income/Expenses (Net 6,362.65 6,572.73 210.07 3.30 | Due to merger expenses
310 \If\(;!t: Back of Provision for Possible 66,245.66 66,245.66 B )
E. Profit from Regular Activities 123,317.27 92,393.85 (30,923.42) (25.08)
3.1 Extraordinary Income/Expenses (Net) - - - -
F. Profit Before Bonus and Taxes 123,317.27 92,393.85 (30,923.42) (25.08)
3.12 Provision for Staff Bonus 12,331.73 9,239.39 (3,092.34) (25.08) | Due to change in profit.
313 | Provision for Tax 33,205.66 25,921.14 (7.37452) | (22.15) g‘;ec;"rni%’t‘;‘:’i:fa""wed Rpensas: i
G. Net Profit/Loss 77,689.88 57,233.32 (20,456.56) | (26.33)
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