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B.R.S. Neupane & Co.
Chartered Accountants
Kumari Marg, House No. 43
P.O. Box 8137, Naxal,
Kathmandu, Nepal

Fax o771 442072 B.R.S. Neupane

Fax
E-mail : chartered@brs.com.np
Web : www.brs.com.np & CO.

Independent Auditor’s Report
To the Shareholders of Chhimek Laghubitta Bittiya Sanstha Ltd.

Report on the Financial Statements

We have audited the accompanying Financial Statements of Chhimek Laghubitta Bittiya Sanstha
Ltd., which comprise the Statement of Financial Position as at 3 1% Ashad 2077, and Statement of
Profit and Loss, Statement of Cash Flows, Statement of Changes in Equity for the year then ended,
and Notes to the Financial Statements, including a Summary of Significant Accounting Policies.

We do not express an opinion on the accompanying financial statements of the company whether
the financial statements are presented fairly as per Nepal Financial Reporting Standards (NFRS).
Because of the significance of matters described in the ‘Basis of Disclaimer of Opinion’ section
of our report, we have not been able to obtain sufficient and appropriate audit evidence to provide
a basis for an audit opinion on these financial statements.

Basis of Disclaimer of Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NAS). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the company in
accordance with Code of Ethics issued by Institute of Chartered Accountants of Nepal together
with ethical requirements that are relevant to the audit of the company under the provisions of
Company Act, 2063 and the rules thereunder, and we have fulfilled our ethical responsibilities in
accordance with these requirements and the Code of Ethics for Professional Accountants.

The Institute of Chartered Accountants of Nepal (ICAN) has changed the application reporting
framework for the Microfinance Companies. [However, the company has prepared its financial
statements as per Nepal Accounting Standards (Previous GAAP). The cumulative effect of not
preparing financial statements in compliance with Nepal Financial Reporting Standards is
uncertain and could be material and pervasive.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the standalone financial statements for the financial year ended 31 Ashad 2077.
These matters were addressed in the context of our audit of the standalone financial statements as
a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters. For each matter below, our description of how our audit addressed the matter is provided
in that context.
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We have determined the matters described below to be the key audit matters to be communicated
in our report. We have fulfilled the responsibilities described in the “Auditor’s Responsibilities for
the Audit of the Financial Statements™ section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the standalone financial statements. The results
of our audit procedures, including the procedures performed to address the matters below, provide

_ Interest
Refer Note 4. 14 to the

the basis for our audit opinion on the accompanying standalone financial statements.

Income
Financial statements

The interest income of the company has been
recognized on Cash basis and following
directive issued by NRB, Interest income is
principle revenue of the company. Thus, we
have considered it as key audit matters

Our audit approach included clear
understanding of the Core Banking Software
of the company i.e., how the interest income
is daily accrued regarding the loans and
advances.

Furthermore, we have test checked and
interest income booking with manual
computation and we did not find any
deviation.

Covid-19 Impact

On March 11, 2020 the COVID -19 outbreak
was declared pandemic by the World Health
Organization. On 24 March 2020, Nepal
Government announced a strict nationwide
lockdown which continued till 21 July 2020.
Due to the lockdown profitability of the
company was highly impacted and NRB
issued various circulars for benefit of the
stakeholders and NRB issued various circulars
for the benefit of the stakeholder and company.
Since the matter imposes created impact on the
performance of company, we have considered
this as our key audit matter.

Our audit approach regarding COVID-19
outbreak and the mitigation approach by the
company is based on the various circular
issued by NRB on various date till the date of
our review. 10% rebate has been provided on
interest paid for the month of Chaitra. Further
interest rate has been reduced in a manner not
exceeding 15%.

Furthermore, due to COVID-19, we have
modified our audit approach.

We evaluate adequacy of disclosure in notes
to the financial statements.

Information

Technology

Since most of the information of the company
is carried out digitally/electronically in today’s
scenario we have considered information
technology status of the company as our key
audit areas.

Our audit approach regarding Information
Technology of the company based upon the
Information Technology Guidelines 2012
issued by NRB.

We verified the interest income and expense
booking regarding loan and deposit on test
basis with the CBS of the company.

We verified the provisioning if the loan and
advances based on ageing on the test check
basis as on 31.03.2077.
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Other Information

Management is responsible for the preparation of other information. The other information
comprises the information included in the Annual Report but does not include the consolidated
financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

Our responsibility is to read the Other Information and, in doing so, consider whether the Other
Information is materially inconsistent with the financial statements or our knowledge obtained in
the course of our audit or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with NAS. This responsibility also includes maintenance of adequate accounting
records for the safeguarding the assets of the company and for preventing and detecting frauds and
other irregularities; selection and application of the appropriate accounting policies; making
Jjudgements and estimates that are reasonable and prudent; and the design, implementation and
maintenance of adequate internal financial controls, that are operating effectively for ensuring the
accuracy and completeness of the accounting records relevant to the preparation and presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Nepal Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with Nepal
Standards on Auditing will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of

these financial statements.

As part of an audit, we exercise professional judgement and maintain professional skepticism
throughout the audit. We also:

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors;

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

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

Report on other Legal and Regulatory Requirements
On the basis of our examination, we report that:

a. 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.

b. The financial statements which include the Statement of Financial Position as at 315 Ashad
2077, the Statement of Profit or Loss, Statement of Cash Flows, Statement of Changes in
Equity for the year then ended and a Summary of Significant Accounting Policies are
prepared as per the procedure and format prescribed by Nepal Rastra Bank and in
agreement with the books of account maintained by the company.

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

d. We did not come across any cases of accounting related fraud and the cases where the
Board of Directors or any director or any office bearer of the company has acted contrary
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to the provisions of the law or caused loss or damage to the company or committed any
misappropriation of the funds of the company.

e. To the best of our information and according to the explanations given to us, in the course
of our audit, we observed that the loans have been written off as specified; the business of
the company was conducted satisfactorily, and the company’s transaction were found to be
within the scope of its authority.
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CA Gyanendra Bahadur Bhari-
Partner

UDIN: 201207CA00070G9I8r

Place: Kathmandu, Nepal
Date: 22.09.2077
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Chhimek Laghubitta Bittiya Sanstha Limited

CHHIMEK LAGHUBITTA BITTIYA SANSTHA LTD.
Comparision of Unaudited and Audited Financial Statement as of FY 2076/2077

S oTgfad e HAT fAl1es

qTI ¥.3%

Rs in '000
No. Particular Financial sI‘=t|nanc|a| In Amount In % Reason for Variance
Statement atement
1 |Total Capital and Liabilities 28,005,198 26,831,835 (1,173,363) (4.19)
1.1 |Paid up Capital 1,500,000 1,500,000 - -
1.2 | Reserve and Surplus 1,694,476 2,150,019 455543|  26.88 RDeusee:Sep;fjegfrt;l)cl)SSOf CPFand CSRin
1.3 |Debentures and Bonds - - - -
1.4 |Borrowings 4,074,546 4,074,546 - -
1.5 |Deposits 18,665,964 18,665,964 - -
a. Domestic Currency 18,665,964 18,665,964 - -
b. Foreign Currency - - - -
1.6 |Income Tax Liability 20,923 20,923 - -
Due to presentation of CPF and CSR in
Reserve and Surplus.Income Tax Provision
1.7 |Other Liabilities 2,049,290 420,384 (1,628,906) (79.49) | earlier shown under other liabilities adjusted
with Tax Advance & Deferred Grant Income
Booked
2 |Total Assets 28,005,198 27,266,835 (738,363) (2.64)
2.1 |Cash and Bank Balance 3,438,089 3,438,089 - -
2.2 |Money at Call and Short Notice - - -
2.3 |Investments 4,524,360 4,524,360 - -
2.4 |Loan and Advances 19,374,058 18,856,187 G17.871)|  (2.67) Fffg\}f;"’c‘)’;]d'”g loan after deducting loan loss
2.5 |Fixed Assets 218,906 254,328 35,422 16.18 | Depreciation Adjustment
2.6 |Non Banking Assets - - - -
2.7 |Other Assets 449,785 193,871 (255,914)| (56.90) | Advance tax settled with income tax provision
. Unadted | AS per Audited . .
3 Profit and Loss Account Financial Financial Variance Reason for Variance
Statement Statement
3.1 |Interest Income 3,822,267 3,823,409 1,141 0.03 I’:gg:ﬁg‘g;ﬁg: 1DS deducted on Bank Interest
3.1 |Interest Expenses 2,068,458 2,068,458 - -
A. Net Interest Income 1,753,809 1,754,950 1,141 0.07
3.3 |Fee, Commission and Discount 352,899 352,899 - -
Commission from Micro Insurance and other
3.4 |Other Operating Income 1,810 - (1,810)| (100.00) | miscellaneous income now Shown Under Non
Operating Income
3.5 |Foreign Exchange Gain/Loss (Net) - - - -
B. Total Operating Income 2,108,518 2,107,849 (669) (0.03)
3.6 | Staff Expenses 620,058 620,362 304 0.05| Gratuity Adjustment
Expenses through Client Protection Fund and
3.7 |Other Operating Expenses 142,026 148,178 6,151 4.33 | Corporate Social Responsibility Fund has been
Shown Under Other Operating Expenses
5 Operating Profit Before 1,346,434 1,339,310 (7124)|  (0.53)
3.8 | Provision for Possible Losses 475,723 475,511 (212) (0.04)
D. Operating Profit 870,711 863,799 (6,912) (0.79)
Adjustment of Grant income, Commission from
] Micro Ins_urance,other miscellaneous income
25 [fon Opeaing IncomelExpenses
Responsibility Fund has been now shown
Under Other Non Operating Income
3.1 | hinte Back of Provision for 192,329 192,329 - -
E. Profit from Regular Activities 1,063,750 1,086,870 23,119 2.17
3.11 F,\ﬁrsordinary Income/Expenses R 212)
F Profit Before Bonus and 1,063,750 1,086,658 22907 215
3.12 | Provision for Staff Bonus 106,375 108,666 2,291 2.15|Effect gggggs‘;rr‘;’g%j?u's"tn‘:ﬁ;:“”g profit after
3.13 | Provision for Tax 308,136 315,852 7,716 2.50 | Effect gggggsgrr‘;';%‘fu';ggﬁigt'”g profit after
G. Net Profit/Loss 649,240 662,140 12,900 1.99
%0
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Chhimek Laghubitta Bittiya Sanstha Limited

CHHIMEK LAGHUBITTA BITTIYA SANSTHA LTD.

Central Office, Kathmandu, Nepal, Phone no. +977-1-4490513, 4464852

UNAUDITED FINANCIAL RESULTS (QUARTERLY)

g w1 A 7 ¥R

93l affes UfIdIcaT-000&/ 066

As on Fourth Quarter (31/03/2077) for the Fiscal Year 2076/2077 (2019/2020) (Rs. in '000)
S.N. Particulars Thllisnglitr:arter P&ﬁ\;l:t):f Pre\c/:ig[:: sY%:?%Egrter
9 Ending Ending
1 | Total Capital & Liabilities (1.1 to 1.7) 28,005,198 27,958,790 24,677,674
1.1 | Paid-up Capital 1,500,000 1,500,000 1,180,000
1.2 | Reserves and Surplus 1,694,476 1,643,127 1,639,097
1.3 | Debenture and Bond - - -
1.4 | Borrowings 4,074,546 4,619,999 4,481,703
1.5 | Deposits (a+b) 18,665,964 18,072,353 15,387,326
a. Domestic Currency 18,665,964 18,072,353 13,909,846
b. Foreign Currency - - -
1.6 | Income Tax Liabilities 20,923 256,239 -
1.7 | Other Liabilities 2,049,290 1,867,072 1,989,548
2 | Total Assets (2.1 to 2.7) 28,005,198 27,958,790 24,677,674
2.1 | Cash & Bank Balance 3,438,089 2,656,392 3,971,621
2.2 | Money at call and short Notice - - -
2.3 | Investments 4,524,360 4,098,760 139,285
2.4 |Loans & Advances 19,374,058 20,374,093 19,755,447
2.5 | Fixed Assets 218,906 245,443 236,626
2.6 | Non Banking Assets - - -
2.7 | Other Assets 449,785 584,103 574,695
3 | Profit and Loss Account Thllzsngil.:Iarter PQrS‘a’:'geurs Pre\ﬁgﬂ:izgp ((jllt:‘grter
9 Ending Ending
3.1 | Interest Income 3,822,267 2,796,552 3,491,143
3.2 | Interest Expense 2,068,458 1,633,576 1,767,678
A | Net Interest Income (3.1-3.2) 1,753,809 1,262,977 1,723,465
3.3 | Fees Commission and Discount 352,899 327,643 444,330
3.4 | Other Operating Income 1,810 703 3,875
3.5 | Foreign Exchange Gain/Loss (Net) - - -
B | Total Operating Income (A+3.3+3.4+3.5) 2,108,518 1,591,322 2,171,670
3.6 | Staff Expenses 620,058 509,758 543,489
3.7 | Other Operating Expenses 142,026 100,988 136,411
C | Operating profit Before Provision (B-3.6-3.7) 1,346,434 980,576 1,491,770
3.8 | Provision for Possible Loss 475,723 154,544 63,899
D | Operating profit (C-3.8) 870,711 826,032 1,427,871
3.9 | Non Operating Income/Expenses (Net) 710 69 32,236
3.10 | Write Back of Provision for Possible Loss 192,329 122,932 8,131
E | Profit From Regular Activities (D+3.9+3.10) 1,063,750 949,033 1,468,238
3.11 | Extraordinary Income/Expenses (Net) - - -
F | Profit Before Bonus and Taxes (E+3.11) 1,063,750 949,033 1,468,239
3.12 | Provision For Staff Bonus 106,375 94,903 136,882
3.13 | Provision For Tax 308,136 256,239 410,645
G | Net Profit/Loss (F-3.12 -3.13) 649,240 597,890 920,711
4 |Ratios
4.1 | Capital Fund to RWA 15.71% 14.62% 14.28%
4.2 | Non Performing Loan (NPL) to Total Loan 0.45% 0.41% 0.28%
4.3 | Total Loan Loss Provision to total NPL 442.75% 183.84% 117.12%
4.4 | Cost of Funds 9.71% 9.61% 9.76%
4.5 | CD Ratio 103.79% 112.74% 128.39%
*If the statutory audit and supervisory authority notify any remarks to change, the un-audited financial statement may change accordingly
*Loan and Advances & Investments are being presented in Gross basis and Loan loss provisions are included on other liabilities.
Interest Rate
5 | Deposit 8% - 14.30%
6 |Loan and Advance 10% - 15%
A Earning Per Share 43.28
B Price Earning Ratio 25.18
C Book Net Worth Per Share 212.97
D Total Assets Per Share 1,867.01
E Liquidity Ratio 34.92
Prepared By: Ganesh Ghimire Approved By : Nikesh Adhikari
Post : Account Chief Post : Internal Audit Chief
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