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INDEPENDENT AUBITOR’S REPORT
TO THE SHAREHOLDERS OF SHREE INVESTMENT AND FINANCE CO. LTD.

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Shree Investment & Finance Co. Ltd. (referred to as "the
Company”), which comprise the statement of financial position as at 15 July 2020 (31 Ashad 2077),
statement of profit or loss, statement of comprehensive income, slatement of changes in equity and
statement of cash flows for the year then ended and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as ai 15 July 2020 (31 Ashad 2577), financial performance and its
cash flows for the year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing {NSAs). Our responsibilities
under those standards are further described in the Auditer's Responsibilities for the Audit of the
financial staterents section of our report. We are independent of the Company in accordance with the
ICAN's Handbook of Code of Ethics for Professional Accountants together with the ethical
requirements that are relevant to our audit of financial siatements in Nepal, and we have fuliilled our
other ethical responsibilities in accordance with these requirements and the ICAN's Handbook of The
Code of Ethics for Professional Accountants. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinior.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the standalone financial statements of the current period. These matters were addressed
in the context of our audit of the standalone financial statements a¢ a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

We have determined the matters described below to be the key audit matters to be communicated in
our report.
a) Identification and provisioning for non-performing assets (‘NPAs’) in relation to the Company

Total Loans and Advances(net of provision amount) as at 31 Ashad 2077: NPR 4644.98 million;
Provision for NPA as at 31 Ashad 2077: NPR 19.75 million

{Refer Schedule 4.6, 4.7 and Note 3.4.5 of Schedule 3 and Note 5.2.2 (c) of Schedul2 5 to the
. financial statements)

Key Audit Matter How our audit addressed the key audit matter

The Nepal Rastra Bank (“NRB") guidelines on
recognition of Interest Income and Unified
Circular prescribes the prudential norms for
Income  Recognition, Identification and
Classification of Non-Performing Advances

Cur key procadutes included, but were nat limired to
the foliowing:
We understood the process & controls, tested the
design and operating effectiveness of key

controls, including 1T based controls, focusing on
and Provisioning for Loans and Advances. the following g 9
The Company is also required to apply its a)

judgement to determine the identification and

Approval of new lending facilities against the
Company's credit policies and the performance
of annual lnan assessments

124, Lal Colony Marg, Lal Durbar, Kathmandu, Nepal
Tel: +977 01 4410927, +977 01 4420026, Fax:+ 977 01 4413307 pkf.trunco.com.np

PKF T.R. Upadhya & Co. is a member firm of the PKF International Limited family of legally independent firms and does not accept any responsibility or liability
for the actions or inactions of any individual member or correspondent firm or firms.
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provision required against NPAs by applying Controls over the monitoring of credit quality
quantitative as well as qualitative factors. which amongst other things included, the
monitoring of overdue reports, drawing power

The risk of identification of NPAs is affected by limit, pending security creation

factors like stress and liquidity concerns in
certain sectors. Identification and classification of NPAs in line
with NRB's circular, the impairment requirement
as per para 59 of NAS 39 and certain qualitative
aspects; and

The provisioning for identified NPAs s
estimated based on ageing and classification
of NPAs, recovery estimates, value of security
and other qualitative factors and is subject to
the minimum provisioning norms specified by
NRB and impairment of risk assets as per para To test the identification of loans with default
59 of NAS 39. events and other triggers, we selected a sample

Assessment of adequacy of NPA provisions
being the higher of NRB norms and NAS 39,

of performing loans and independently assessed
as to whether there was a need to classify such
loans as NPAs.

In line with the COVID-19 Relief Package, the
Company has framed policies to provide relief
measure to the borrowers.

Performed inquiries with the credit and risk
departments to ascertain if there were indicators
of stress or an occurrence of an event of default
in a particular loan account or any product
category which needed to be considered as NPA.

The identification of NPAs and provisioning for
advances require significant level of estimation
and given its significance to the overall audit
including possible observation by NRB which
could result into disclosure in the financial
statements. Held specific discussions with the management of
the Company on sectors where there is perceived
credit risk and the steps taken to mitigate the risks
to identified sectors.

Considering the significance of the above

matter to the financial statements, the

heightened regulatory inspections and

significant auditor attention required, we have Selected samples for standard accounts, default

identified this as a Key Audit Matter for the but standard accounts and overdue accounts and

current year audit. assessed compliance with NRB circular on
COVID-19 Relief Package.

As per our review of the impairment calculation,
we noted that the impairment is calculated higher
of the following prescribed method:

i NRB Regulation;

il NFRS Pronouncement with specific
reference to para 59 of NAS 39.

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

The Board of Directors are responsible for the other information. The other information comprises the
information included in the Report of the Board of Directors (BOD), including annexures to the BOD's
Report, but does not include the financial statements and our auditor's report thereon. Qur opinion on
the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon. In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing so, consider whether the other information
is materially inconsistent with the financial statements or our knowledge obtained in the 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.

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

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

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

Those charged with governance are responsible for overseeing the Company's financial reporting
process,

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with NSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these standalone financial statements.

As part of an audit in accordance with NSAs, we exercise professional judgment 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 Company's internal control.

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

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

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

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the standalone financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor's report unless law
or regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

Report on Other Legal and Regulatory Requirements

We have obtained information and explanations asked for, which, to the best of our knowledge and
belief, were necessary for the purpose of our audit. In our opinion, statement of financial position as
- at 15 July 2020 (31 Ashad 2077), statement of profit or loss, statement of comprehensive income,
statement of changes in equity and statement of cash flows, have been prepared in accordance with
the requirements of the Companies Act, 2063 and are in agreement with the books of account
maintained by the Company; and proper books of account as required by law maintained by the
Company including relevant records relating to preparation of the aforesaid financial statements have
been kept so far as it appears from our examination of those books and records of the Company.

In our opinion, so far as appeared from our examination of the books, the Company has maintained
adequate capital funds and adequate provisions for possible impairment of assets in accordance with
the directives of Nepal Rastra Bank

To the best of our information and according to explanations given to us and so far appeared from
our examination of the books of account of the Company necessary for the purpose of our audit, we
have not come across cases where Board of Directors or any employees of the Company have acted
contrary to the provisions of law relating to the accounts, or committed any misappropriation or caused
loss or damage to the Company and violated any directives of Nepal Rastra Bank or acted in a
manner to jeopardize the interest and security of the Company, its depositors and investors.

e

Shashi Satyal
Partner \

PKF T R Upadhya & Co.
Chartered Accountants
124 Lal Colony Marg, Lal Durbar, Kathmandu, Nepal

Kathmandu
Date: 6 December 2020

UDIN No: 201206CAQ00008e72ew
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Shree Investment & Finance Co. Ltd.
Explanatory Notes, Disclosures and Additional Information: FY 2076-77

1. Reporting Entity

Shree Investment & Finance Co Ltd. (SIFCO) or the “Company” was incorporated in the year 1994 (2051 BS),
as a Financial Services Company and a Merchant Bank under the Nepal Finance Company Act, 1985 and the
Nepal Company Act, 1964. The Company has been licensed by the Nepal Rastra Bank as “C” class Financial
Institution to undertake financial services and merchant banking activities in the country.

2. Basis of Preparation

2.1 Statement of Compliance

The financial statements are prepared on an accrual basis of accounting in accordance with Nepal Financial
Reporting Standards (NFRS) read along with the approved carve-outs and in the format as per Directive
No. 4 of NRB Directives, 2076.Historical cost convention is used for financial statement recognition and
measurement except otherwise required by NFRS. Where, other method(s), other than historical costs, such as
fair value has been applied, these have been disclosed in accordance with the applicable reporting framework.
The adoption of NFRS for preparation of financial statements was brought in effect from fiscal year 2075/76.

The amounts of financial statements are presented in Nepalese Rupees (NPR) being the functional currency of
the company. The figures are rounded off to the nearest rupee except where indicated otherwise.

The financial statements comprise the Statement of Financial Position, Statement of Profit or Loss, Statement
of Other Comprehensive Income, the Statement of Changes in Equity, the Statement of Cash Flows and the
Notes to the Accounts.

Reporting period and approval of financial statements

The Company follows the Nepalese financial year based on the Nepalese calendar. The corresponding dates
for the English calendar are as follows:

Relevant Financial Nepalese Calendar English Calendar
Statement Date / Period Date / Period

Comparative SFP* Date 31 Ashadh 2076 16 July 2019
Comparative reporting period 1 Shrawan 2075 - 31 Ashadh 2076 17 July 2018 - 16 July 2019
First NFRS SFP Date 31 Ashadh 2074 15 July 2017
Current NFRS reporting period 1 Shrawan 2076 - 31 Ashadh 2077 17 July 2019 - 15 July 2020

*SFP = statement of financial position

The approval of financial statements of the Company along with the accompanied notes to the financial
statements were adopted by the Board of Directors in its the meeting held on December 03, 2020 and the Board
acknowledges its responsibility of preparation of the financial statements. The approved financial statements
have been recommended for approval of the shareholders in the 26th annual general meeting of the Company.

Functional and Presentation Currency

The financial statements are presented in Nepalese Rupees (NPR) which is also the Company’s functional
currency. All financial information presented in NPR has been rounded off to the nearest rupee except where
indicated otherwise.

Use of Estimates, Assumptions and Judgments

The Company, under NFRS, is required to apply accounting policies to most appropriately suit its circumstances
and operating environment. Further, the Company is required to make judgments in respect of items where the
choice of specific policy, accounting estimate or assumption to be followed could materially affect the financial
statements. This may later be determined that a different choice could have been more appropriate. It is also
required to make estimates and assumptions that will affect the assets, liabilities, disclosure of contingent
assets and liabilities, and profit or loss as reported in the financial statements. The Company applies estimates
in preparing and presenting the financial statements and such estimates and underlying assumptions are
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reviewed periodically. The revision to accounting estimates are recognized in the period in which the estimates
are revised, and are applied prospectively.

The accounting policies as explained in Note 3 herein are consistently applied to except otherwise stated. They
are further included in the relevant notes for each item of the financial statements, and the effect and nature of
the changes, if any, are disclosed. The accounting estimates are appropriately disclosed in the relevant sections
of the Notes to Accounts wherever the estimates have been applied along with the nature and effect of changes
of accounting estimates, if any.

The accounting policies are to be applied consistently. Changes in accounting policies, if any, are to be disclosed
with the financial impact to the extent possible. When polices are not guided by the reporting framework,
NFRS, other reporting standards and generally accepted accounting principles are to be followed.

Going Concern

The financial statements are prepared on a going concern basis as the Company has adequate resources to
continue its business for the foreseeable future. In making this assessment, a wide range of information was
considered, which are relevant to present and future conditions, including future projections of profitability,
cash flows and capital resources.

Changes in Accounting Policies

The Company is required to adopt and apply the accounting policies in conformity with NFRS. The accounting
policies are applied consistently; changes, if any, are disclosed with the financial impact to the extent possible.

The Company, under NFRS, is required to apply accounting policies that most appropriately suits its
circumstances and operating environment. Further, the Company is required to make judgments in respect of
items where the choice of specific policy, accounting estimate or assumption to be followed could materially
affect the financial statements. This may later be determined that a different choice could have been more
appropriate. The accounting policies have been included in the relevant notes for each item of the financial
statements and the effect and nature of the changes, if any, have been disclosed.

Reporting Pronouncements

The Company has, for the preparation of financial statements, adopted the NFRS pronounced by ASB
as effective on September 13, 2013. The NFRS conform, in all material respect, to International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

However, the Institute of Chartered Accountants of Nepal (ICAN) vide its notice dated October 30, 2020 has
resolved that Carve-outs in NFRS with Alternative Treatment and effective period shall be provided to the
Banks and Financial Institutions regulated by NRB on the specific recommendation of Accounting Standard
Board (ASB). Details of carve out provided are as follows:

NFRS 10: Consolidated Financial Statements

In para 19 of NFRS 10, a parent shall prepare consolidated financial statements using uniform accounting
policies for like transactions and other events in similar circumstances unless it is impracticable to do so.

The carve out is optional and has been provided for the FY 2017-18 to 2019-20. However, this particular carve
out is not applicable to the company for FY 2019-20.

NAS 34: Interim Financial Reporting

In para 2, if an entity’s interim financial report is described as complying with NFRSs, it must comply with
all of the requirements of this Standard. Paragraph 19 requires certain disclosures in that regard. However,
an entity shall not require to restate its corresponding previous interim period balance if it is impracticable to
restate. However, this particular carve out is not applicable to the company for FY 2019-20.

NAS 39: Financial Instruments: Recognition and Measurement

a) Impairment

In para 58, an entity shall assess at the end of each reporting period whether there is any objective
evidence that a financial asset or group of financial assets measured at amortized cost is impaired. If any
such evidence exists, the entity shall apply paragraph 63 to determine the amount of any impairment loss
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unless the entity is a bank or financial institutions registered as per Bank and Financial Institutions Act,
2073. Such entities shall measure impairment loss on loan and advances as the higher of amount derived
as per norms prescribed by Nepal Rastra Bank for loan loss provision and amount determined as per
paragraph 63; and shall apply paragraph 63 to measure the impairment loss on financial assets other than
loan and advances. The entity shall disclose the impairment loss as per this carve-out and the amount of
impairment loss determined as per paragraph 63.

The carve out is not optional and has been provided for the FY 2017-18 to 2019-20. Company will
measure the impairment of loan and advances to customers as higher of the impairment as assessed
under NFRS or as per the norms prescribed by Nepal Rastra Bank. The provision is mandatory where
impairment under NFRS and impairment under NRB norms has been disclosed for comparison and the
higher of the two is charged as impairment and recognized in the financial statements.

Impracticability to determine transaction cost of all previous years which is the part of effective interest rate

In para 9, The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the
net carrying amount of the financial asset or financial liability. When calculating the effective interest
rate, an entity shall estimate cash flows considering all contractual terms of the financial instrument
(for example, prepayment, call and similar options) but shall not consider future credit losses. The
calculation includes all fees and points paid or received, unless it is immaterial or impracticable to
determine reliably, between parties to the contract that are an integral part of the effective interest rate
(see NAS 18 Revenue), transaction costs and all other premiums or discounts. There is a presumption
that the cash flows and the expected life of a group of similar financial instruments can be estimated
reliably. However, in those rare cases when it is not possible to estimate reliably the cash flows or
the expected life of a financial instrument (or group of financial instruments), the entity shall use the
contractual cash flows over the full contractual term of the financial instrument (or group of financial
instruments).

The carve out is optional and has been provided for the FY 2017-18 to 2019-20. Accordingly, the
company has opted the same.

Impracticability to determine interest income on amortized cost

In para AG 93, 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 recognized using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment loss. Interest income shall
be calculated by applying effective interest rate to the gross carrying amount of a financial asset unless
the financial asset is written off either partially or fully.

The carve out is optional and has been provided for the FY 2018-19 to 2019-20. Accordingly, the
company has opted the same.

New Standards in issue but not yet effective

For the reporting of financial instruments, NAS 32 Financial Instruments, Presentation, NAS 39 Financial
Instruments Recognition and Measurements and NFRS 7 Financial Instruments — Disclosures have been
applied. NRFS 9 has been applied only for the classification of Financial Instruments.

A new Financial Reporting Standard (NFRS 2018) has been pronounced by the ICAN on 11th Ashadh 2077.
The NFRS 2018 contains some new standards with amendments to the existing standards.

NFRS 2018 introduces the new standard as mentioned hereunder which will be applicable from the date
mentioned below:

Standards Applicable date
NERS 9 16 July 2021
NERS 14 16 July 2021
NERS 15 16 July 2021
NERS 16 16 July 2021
NERS 17 16 July 2021
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Discounting

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

Limitation of NFRS implementation

Wherever the information is not adequately available and the cost to develop the same would exceed the
benefit derived, such exception to NFRS implementation has been noted and disclosed in respective sections.

Significant Accounting Policies

Basis of Measurement

The financial statements are prepared on a historical cost basis except for the following items which were
measured or recognized as stated:

1)  Financial assets and liabilities are measured at fair value at its initial recognition. Subsequent recognition of
FVTOCI and FVTPL financial instruments are measured at fair value.

2)  Liabilities for defined benefit obligations are recognized at the present value of the defined benefit obligation
afterdeductingthenetoftheplanassets, plusunrecognizedactuarial gains, lessunrecognized pastservice cost
and unrecognized actuarial losses.

Basis of Consolidation

a. Business Combination

Business combinations are accounted for using the acquisition method as at the acquisition date i.e. when
control is transferred to the Company. Control is the power to govern the financial and operating policies
of an entity to obtain benefits from its activities. In assessing control, the Group takes into consideration
potential voting rights that currently are exercisable.

The Company measures goodwill at the acquisition date as;
» the fair value of the consideration transferred, plus
* the recognized amount of any non-controlling interests in the acquire, plus

» ifthebusinesscombinationisachievedinstages,thefairvalueofthepreexistingequityinterestintheacquire,
less

the net recognized amount (generally fair value) of the identifiable assets acquired and liabilities
assumed.

When the excess is negative, a bargain purchase gain is recognized immediately in profit or loss.

The consideration transferred does not include amounts related to the settlement of pre-existing
relationships. Such amounts are generally recognized in profit or loss.

Transaction costs, other than those associated with the issue of debt or equity securities, that the
Company incurs in connection with a business combination are expensed as incurred.

Any contingent consideration payable is measured at fair value at the acquisition date. If the
contingent consideration is classified as equity, then it is not re-measured, and settlement is accounted
for within equity. Otherwise, subsequent changes in the fair value of the contingent consideration are
recognized in profit or loss except for measurement period adjustment.

There is no business combination during the fiscal year 2076-77.

Non-Controlling Interest (NCI)

For each business combination, the Company elects to measure any non-controlling interests in the
acquiree either at fair value; or at their proportionate share of the acquiree’s identifiable net assets, which
are generally at fair value.

Changes in the Company’s interest in a subsidiary that do not result in a loss of control are accounted
for as transactions with owners in their capacity as owners. Adjustments to non-controlling interests are
based on a proportionate amount of the net assets of the subsidiary. No adjustments are made to goodwill
and no gain or loss is recognised in profit or loss.

The Company does not have any NCI as on reporting date.
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Subsidiaries

Subsidiaries are the entities controlled by the Company. The Company controls an entity if it is exposed,
or has rights, to variable returns from its involvement with the investee and has the ability to affect those
returns through its power over the investee. The Financial Statements of subsidiaries are included in
the Consolidated Financial Statements from the date that control commences until the date that control
ceases.

The Company reassesses whether it has control if there are changes to one or more of the elements of
control. In preparing the consolidated financial statements, the financial statements are combined line by
line by adding the like items of assets, liabilities, equity, income, expenses and cash flows of the parent
with those of its subsidiary. The carrying amount of the parent’s investment in subsidiary and the parent’s
portion of equity of subsidiary are eliminated in full. All intra group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between entities of the group (such as interest income
and technical fee) are eliminated in full while preparing the consolidated financial statements.

Loss of Control

Upon the loss of control, the Company derecognizes the assets and liabilities of the subsidiary, carrying
amount of non-controlling interests and the cumulative translation differences recorded in equity related
to the subsidiary. Further parent’s share of components previously recognized in Other Comprehensive
Income (OCI) is reclassified to profit or loss or retained earnings as appropriate. Any surplus or deficit
arising on the loss of control is recognized in the profit or loss. If the Group retains any interest in the
previous subsidiary, then such interest is measured at fair value at the date that control is lost. Subsequently,
it is accounted for as an equity-accounted investee or in accordance with the Group’s accounting policy
for financial instruments depending on the level of influence retained

Transaction Elimination on Consolidation

All intra-group balances and transactions, and any unrealized income and expenses (except for foreign
currency transaction gains or losses) arising from intra-group transactions are eliminated in preparing the
consolidated financial statements. Unrealized losses are eliminated in the same way as unrealized gains,
but only to the extent that there is no evidence of impairment

Cash and Cash equivalent

Cash and cash equivalents include notes and coins on hand and highly liquid financial assets with original
maturities of three months or less from the acquisition date that are subject to an insignificant risk of changes
in their fair value and are used by the Company in the management of its short-term commitments. Cash and
cash equivalents are carried at amortized cost in the statement of financial position.

Financial Assets and Financial Liabilities

Recognition

The Company recognises financial assets and liabilities when it becomes a party to the terms of the contract,
which is the trade date or the settlement date.

Financial assets and liabilities

The Company applies NAS 39 Financial Instruments: Recognition and Measurement. The recognition, and de-
recognition of financial assets and financial liabilities, the impairment of financial assets, and hedge accounting.
The Financial Instrument has been classified in line with the provision of NFRS 9 as mentioned in the point
no. 3.5.2.

Financial asset is any asset that is:
Cash;
an equity instrument of another entity;

a contractual right:

— to receive cash or another financial asset from another entity; or
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— to exchange financial assets or financial liabilities with another entity under conditions that are
potentially favorable to the entity; or
a contract that will or may be settled in the entity's own equity instruments and is:

- anon-derivative for which the entity is or may be obliged to receive a variable number of the entity's
own equity instruments; or

a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the entity's own equity instruments.
A financial liability is any liability that is:
a.  contractual obligation:
— to deliver cash or another financial asset to another entity; or
— to exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the entity; or
a contract that will or may be settled in the entity’s own equity instruments and is:

— anon-derivative for which the entity is or may be obliged to deliver a variable number of the entity’s
own equity instruments; or

a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the entity’s own equity instruments.

Classification
Financial assets are classified under below categories as required by NFRS 9, namely,

NERS 9 classification - Financial Assets Subsequent measurement
Held at fair value through Profit or Loss At Fair Value - through Profit or Loss

Held at fair value through Other Comprehensive | Fair Value through Other Comprehensive
Income Income

3 | Held at amortised cost using effective interest rate | At Amortised cost using effective interest rate

Financial Liabilities are classified under below categories as required by NFRS 9, namely,

NERS 9 classification - Financial Liabilities Subsequent measurement

1 | Held at fair value through Profit or Loss At fair value through Profit or Loss

2 | Held at amortised cost using effective interest rate | At Amortised cost using effective interest rate

At initial recognition, the Company measures financial instruments (financial assets and liabilities) at its fair
value plus, in the case of a financial asset not at fair value through profit or loss, transaction costs that are
directly attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at fair
value through profit or loss are expensed in profit or loss.

De-recognition

The Company derecognizes a financial asset, or a portion of a financial asset, from its financial statements
where the contractual rights to cash flows from the asset have expired, or have been transferred, usually by sale,
and with them either substantially all the risks and rewards of the asset or significant risks and rewards, along
with the unconditional ability to sell or pledge the asset.

Financial liabilities are derecognised when the liability has been settled, has expired or has been extinguished.

Determination of Fair Value

The Company applies NAS 39. All financial instruments are initially recognised at fair value on the date of
initial recognition and, depending on the classification of the asset or liability, may continue to be held at fair
value either through profit or loss or other comprehensive income. The fair value of a financial instrument is
the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

Wherever possible, fair value is determined by reference to a quoted market price for that instrument. For many
of the Company’s financial assets and liabilities, quoted prices are not available, and valuation models are used
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to estimate fair value. The models calculate the expected cash flows under the terms of each specific contract,
and then discount these values back to a present value based on interest rate yields and volatility of currency
rates.

The financial liabilities are measured at amortised cost using effective interest rate.

On initial recognition, it is presumed that the transaction price is the fair value unless there is observable
information available in an active market to the contrary. The best evidence of an instrument’s fair value on
initial recognition is typically the transaction price.

Various factors influence the availability of observable inputs and these may vary from product to product and
change over time. Factors include the depth of activity in the relevant market, the type of product, whether the
product is new and not widely traded in the marketplace, the maturity of market modelling and the nature of the
transaction (bespoke or generic). To the extent that valuation is based on models or inputs that are not observable
in the market, the determination of fair value can be more subjective, dependent on the significance of the
unobservable input to the overall valuation. Unobservable inputs are determined based on the best information
available, for example by reference to similar assets, similar maturities or other analytical techniques.

The sensitivity of valuations used in the financial statements to possible changes in significant unobservable
inputs is not applicable to the Company.

Critical accounting estimates and judgements

The valuation of financial instruments often involves a significant degree of judgement and complexity, in
particular where valuation models make use of unobservable inputs (‘Level 3 assets and liabilities). This note
provides information on these instruments, including the related unrealized gains and losses recognised in the
period, a description of significant valuation techniques and unobservable inputs, and a sensitivity analysis.

Fair Value Hierarchy

NFRS 13 Fair Value Measurement requires an entity to classify its assets and liabilities according to a hierarchy
that reflects the observability of significant market inputs. The three levels of the fair value hierarchy are
defined below.

Level 1- Valuation Technique using quoted market prices

Assets and liabilities are classified as Level 1 if their value is observable in an active market. Such instruments
are valued by reference to unadjusted quoted prices for identical assets or liabilities in active markets where the
quoted price is readily available, and the price represents actual and regularly occurring market transactions.
An active market is one in which transactions occur with sufficient volume and frequency to provide pricing
information on an ongoing basis.

Level 2- Valuation technique using observable inputs

Assets and liabilities classified as Level 2 have been valued using models whose inputs are observable in
an active market. Valuations based on observable inputs uses market standard pricing techniques, and are
commonly traded in markets where all the significant inputs are observable.

Level 3- Valuation technique using significant unobservable inputs

Assets and liabilities are classified as Level 3 if their valuation incorporates significant inputs that are not based
on observable market data (unobservable inputs). A valuation input is considered observable if it can be directly
observed from transactions in an active market, or if there is compelling external evidence demonstrating an
executable exit price. Unobservable input levels are generally determined via reference to observable inputs,
historical observations or using other analytical techniques. These are financial instruments valued using
valuation techniques where one or more significant inputs are unobservable.

Impairment

At each reporting date the Company assesses whether there is any indication that an asset may have been
impaired. If such indication exists, the recoverable amount is determined. A financial asset or a group of
financial assets is impaired and impairment losses are incurred if, and only if, there is objective evidence of
impairment as a result of one or more events occurring after the initial recognition of the asset (a loss event),
and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group
of financial assets that can be reliably estimated.
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The Company considers the following factors in assessing objective evidence of impairment:

- Whether the counterparty is in default of principal or interest payments.

- When a counterparty files for bankruptcy and this would avoid or delay discharge of its obligation.

- Where the Company initiates legal recourse of recovery in respect of a credit obligation of the counterpart.

Where the Company consents to a restructuring of the obligation, resulting in a diminished financial
obligation, demonstrated by a material forgiveness of debt or postponement of scheduled payments.

Where there is observable data indicating that there is a measurable decrease in the estimated future
cash flows of a group of financial assets, although the decrease cannot yet be identified with specific
individual financial assets.

The Company considers evidence of impairment for loans and advances and amortized cost investment securities
at both a specific asset and collective level. All individually significant loans and advances and amortized cost
investment securities are assessed for specific impairment. 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 amortized cost investment securities that are not individually significant are collectively
assessed for impairment by grouping together loans and advances and amortized cost investment securities with
similar risk characteristics. Impairment test is done on annual basis for trade receivables and other financial
assets based on the internal and external indication observed.

In assessing collective impairment, the Company uses statistical modelling of historical trends of the probability
of default, the timing of recoveries and the amount of loss incurred, adjusted for management’s judgment as to
whether current economic and credit conditions are such that the actual losses are likely to be greater or less
than suggested by historical trends. Default rates, loss rates and the expected timing of future recoveries are
regularly benchmarked against actual outcomes to ensure that they remain appropriate.

a) Impairment losses on assets measured at amortised cost

As per NAS 39

Financial assets carried at amortised cost (such as amounts due from Banks, loans and advances to customers
as well as held—to—maturity investments are impaired, and impairment losses are recognized, only if there
is objective evidence as a result of one or more events that occurred after the initial recognition of the asset.
The amount of the loss is measured as the difference between the asset's carrying amount and the deemed
recoverable value of loan.

Loans and advances to customers with significant value (Top 50 borrowers and borrowers classified as Non-
Performing as per Nepal Rastra Bank Directive) are assessed for individual impairment test. The recoverable
value of loan is estimated on the basis of realizable value of collateral and the conduct of the borrower/past
experience of the Company. Assets that are individually assessed and for which no impairment exists are
grouped with financial assets with similar credit risk characteristics and collectively assessed for impairment.
The credit risk statistics for each group of the loan and advances are determined by management prudently
being based on the past experience. For the purpose of collective assessment of impairment Company has
categorized assets in to five broad products as follows:

Term Loan

Auto Loan

Personal Loan

1
2
3. Home Loan
4
5

Short Term Loan

If, in a subsequent year, the amount of the estimated impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the previously recognised impairment loss is increased
or reduced by adjusting the other reserves and funds (impairment reserve) in statement of other comprehensive
income and statement of changes in equity. If a future write—off is later recovered, the recovery is credited to
the ’Statement of Profit or Loss’.

As per Loan Loss Provision of Nepal Rastra Bank

Loan loss provisions in respect of non-performing loans and advances are based on management’s assessment
of the degree of impairment of the loans and advances, subject to the minimum provisioning level prescribed in
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relevant NRB guidelines. Provision is made for possible losses on loans and advances including bills purchased
at 1% to 100% on the basis of classification of loans and advances, overdraft and bills purchased in accordance
with NRB directives.

Policies Adopted

As per the NFRS Carve out, the Company measures impairment loss on loan & advances as the higher of
amount derived as per norms prescribed by Nepal Rastra Bank for loan loss provision and amount determined
as per paragraph 63 of NAS 39.

Trading Assets and Liabilities

Trading assets and liabilities are those assets and liabilities that the Company 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. They are initially recognized at fair value and subsequently measured at
fair value in the statement of financial position, with transaction costs recognized in profit or loss. All changes
in fair value are recognized as part of net trading income in profit or loss as regarded as fair value through
statement of profit & loss.

Derivatives Assets and Derivative Liabilities

Derivatives held for risk management purposes include all derivative assets and liabilities that are not classified
as trading assets or liabilities. Derivatives held for risk management purposes are measured at fair value
in the statement of financial position. Hedge accounting is not adopted for certain derivatives held for risk
management such as Forward Exchange Contracts.

Property and Equipment

a.  Recognition and Measurement

The cost of an item of property and equipment shall be recognized as an asset, initially recognized at cost,
if, and only if it is probable that future economic benefits associated with the item will flow to the entity;
and if the cost of the item can be measured reliably.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the following:

- the cost of materials and direct labour;

- any other costs directly attributable to bringing the assets to a working condition for their intended
use;
when the company has an obligation to remove the asset or restore the site, an estimate of the costs
of dismantling and removing the items and restoring the site on which they are located; and

- Capitalized borrowing costs.

The Company adopts cost model for entire class of property and equipment. Neither, class of the property

and equipment are measured at revaluation model nor is their fair value measured at the reporting date.

The items of property and equipment are measured at cost less accumulated depreciation and any
accumulated impairment losses.

Purchased software that is integral to the functionality of the related equipment is capitalized as part of
that equipment.

Subsequent expenditure is capitalized if it is probable that the future economic benefits from the
expenditure will flow to the Company. Ongoing repairs and maintenance to keep the assets in working
condition are expensed as incurred. Any gain or loss on disposal of an item of property and equipment
(calculated as the difference between the net proceeds from disposal and the carrying amount of the item)
is recognized within other income in statement of profit or loss.

Capital Work in Progress
Fixed assets under construction and cost of assets not ready for use are shown as capital work in progress.

Depreciation

Straight line method of depreciation on fixed assets is applied to allocate their cost to their residual values
over their estimated useful life as per management judgment, as follows:




(T TSy A T A S A W)

Class of assets Revised useful life
Computer 5 Years

Furniture and Fixture 10 Years

Office Equipment S years

Other Fixed Assets 10 years
Vehicle 10 Years
Building 50 Years

Leasehold 15 years or lease period whichever is lower

Software Over the contract period (5 years if contract period not available)

Assets costing less than Rs 2,000 are fully charged to statement of profit loss in the year of purchase.
De-recognition

The carrying amount of Property and Equipment is derecognized on disposal or when no future economic
benefits are expected from its use or disposal. The gain or loss arising from the de-recognition of an

item of property and equipment is included in statement of profit or loss when the item is derecognized
(unless on a sale and lease back). The gain shall be classified as revenue.

Goodwill and Intangible Assets

Acquired Intangible Assets

Intangible assets are initially measured at fair value, which reflects market expectations of the probability that
the future economic benefits embodied in the asset will flow to the Company, and are amortized on the basis
of their expected useful lives.

Computer software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and bring
to use the specific software. Costs associated with the development of software are capitalized where it is
probable that it will generate future economic benefits in excess of its cost. Computer software costs are
amortized on the basis of expected useful life. Costs associated with maintaining software are recognized as
an expense as incurred.

At each reporting date, these assets are assessed for indicators of impairment. In the event that an asset’s
carrying amount is determined to be greater than its recoverable amount, the asset is written down immediately.
Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.

Investment Property/Non-Current Assets Held for Sale

Investment Property

Investment properties includes land or land and buildings other than those classified as property and equipment
and non-current assets held for sale. Generally, it includes land, land and building acquired by the Company as
non-banking assets but not sold as on the reporting date.

The Company holds investment property that has been acquired through enforcement of security over the loans
and advances.

Non-Current Assets Held for Sale

Non-current assets (such as property) and disposal groups (including both the assets and liabilities of the
disposal groups) are classified as held for sale and measured at the lower of their carrying amount and fair
value less cost to sell when: (i) their carrying amounts will be recovered principally through sale; (ii) they are
FVTOCI in their present condition; and (iii) their sale is highly probable.

Immediately before the initial classification as held for sale, the carrying amounts of the assets (or assets and
liabilities in a disposal group) are measured in accordance with the applicable accounting policies described
above.




(AT T T T A g T A <)

a3 Scarcdice BUs Wisallcd ob. fdl.

‘ZE7 Shree Investment and Finance Co. Itd.

Income Tax

Tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or loss
except to the extent that they relate to items recognized directly in equity or in other comprehensive income.

a. Current Tax

Current tax is the expected tax payable or recoverable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years. Current tax payable also includes any tax liability arising from the declaration
of dividends.

Deferred Tax

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred income
tax is determined using tax rate applicable to the Company as at the reporting date which is expected to
apply when the related deferred income tax asset is realized or the deferred income tax liability is settled.

Deferred tax assets are recognized where it is probable that future taxable profit will be available against
which the temporary differences can be utilized.

Deposits, Debts Securities issued and subordinated liabilities

a.  Deposits

The Company accepts deposits from its customers under savings account, current account and term
deposits which allows money to be deposited and withdrawn by the account holder. These transactions
are recorded on the company's books, and the resulting balance is recorded as a liability for the Company
and represents the amount owed by the Company to the customer.

Debt Securities

Deposits, debt securities issued and subordinated liabilities are initially measured at fair value minus
incremental direct transaction costs, and subsequently measured at their amortised cost using the effective
interest method, except where the Company designates liabilities at fair value through profit or loss. The
Company has not issued any of such debt securities.

Subordinated Liabilities

Subordinated liabilities are those liabilities which at the event of winding up are subordinate to the
claims of depositors, debt securities issued and other creditors. The Company does not have any of such
subordinated liabilities.

Provisions

The Company recognizes a provision if, as a result of past event, the Company has a present constructive or
legal obligation that can be reliability measured and it is probable that an outflow of economic benefit will be
required to settle the obligation.

A disclosure for contingent liability is made when there is a possible obligation or a present obligation that may
but probably will not require an outflow of resources. When there is a possible obligation or a present obligation
in respect of which the likelihood of outflow of resources is remote, no provision or disclosure is made.

A provision for onerous contract is recognized when the expected benefits to be derived by the Company from
a contract are lower than the unavoidable cost of meeting its obligation under the contract.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it is no longer
probable that an outflow of resources would be required to settle the obligation, the provision is reversed.
Contingent assets are not recognized in the financial statements. However, contingent assets are assessed
continually and if it is virtually certain that an inflow of economic benefits will arise, the asset and related
income are recognized in the period in which the change occurs.

Revenue Recognition

Revenue is the gross inflow of economic benefits during the period arising from the course of the ordinary
activities of an entity when those inflows result in increases in equity, other than increases relating to
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contributions from equity participants. Revenue is recognized to the extent it is probable that the economic
benefits will flow to the Company and the revenue can be reliably measured. Revenue is not recognized during
the period in which its recoverability of income is not probable. The Company’s revenue comprises of interest
income, fees and commission, remittance income, service fee, etc. and the bases of incomes recognition are as
follows:

a. Interest Income

Interest income on FVTOCI assets and financial assets held at amortised cost shall be recognized using the
Company’s normal interest rate which is very close to effective interest rate using effective interest rate method.

For income from loans and advances to customers, initial charges are not amortised over the life of the loan
and advances as the income so recognized closely approximates the income that would have been derived
under effective interest rate method. The difference is not considered material. The Company considers that the
cost of exact calculation of effective interest rate method exceeds the benefit that would be derived from such
compliance.

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial
liability and of allocating the interest income or interest expense over the relevant period. The effective interest
rate is the rate that discounts estimated future cash payments or receipts through the expected life of the
financial instrument or, when appropriate, a shorter period, to the net carrying amount of the financial asset or
financial liability. When calculating the effective interest rate, the Company estimates cash flows considering
all contractual terms of the financial instrument (for example, prepayment options) but does not consider future
credit losses. The calculation includes all fees paid or received between parties to the contract that are an
integral part of the effective interest rate, transaction costs and all other premiums or discounts.

Gains and losses arising from changes in the fair value of financial instruments held at fair value through profit
or loss are included in the statement of profit or loss in the period in which they arise. Contractual interest
income and expense on financial instruments held at fair value through profit or loss is recognized within net
interest income.

The Company recognises the interest income on loans and advances as per Guideline on Recognition of Interest
Income, 2019.The Company has derecognised the interest income amounting to NPR 3,474,353.29 in case of
loan where contractual payments of principal and/or interest are more than 12 months in arrears, irrespective of
the net realizable value of collateral. Further, the Company has no interest income recognized in case of loans
where contractual payments of principal and/or interest are more than 3 months in arrears and where the “net
realizable value” of security is insufficient to cover payment of principal and accrued interest.

Interest capitalization as per NRB Directive No.2 (Para 39)

During the current fiscal year company has no loans and advances which has been utilized in the National
Priority sector and hence not capitalized and recognized any Interest Income.

b. Fees & Commission

Fees and commissions are recognized on an accrual basis when the service has been provided or significant act
performed whenever the benefit exceeds cost in determining such value. Whenever, the cost of recognizing fees
and commissions on an accrual basis exceeds the benefit in determining such value, the fees and commissions
are charged off during the year.

C. Dividend Income

Dividend income are recognized when right to receive such dividend is established. Usually this is the ex-
dividend date for equity securities. Dividends are presented in net trading income, net income from other
financial instruments at fair value through profit or loss or other revenue based on the underlying classification
of the equity investment.

d. Net Trading Income

Net trading income comprises gains less losses related to trading assets and liabilities, and includes all realised
and unrealised fair value changes, interest, dividends and foreign exchange differences.

e.  Net Income from other financial instrument at fair value through Profit or Loss

Net income from other financial instruments at fair value through profit or loss relates to non-trading derivatives
held for risk management purposes that do not form part of qualifying hedge relationships and financial assets
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and liabilities designated at fair value through profit or loss. It includes all realized and unrealized fair value
changes, interest, dividends and foreign exchange differences.

Interest expense

Interest expense on all financial liabilities including deposits are recognized in profit or loss using effective
interest rate method. Interest expense on all trading liabilities are considered to be incidental to the Company’s
trading operations and are presented together with all other changes in fair value of trading assets and liabilities
in net trading income.

Employees Benefits

a.  Short Term Employee Benefits

Short term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided. A liability is also recognized for the amount expected to be paid under bonus required by
the Bonus Act, 2030 to pay the amount as a result of past service provided by the employee and the obligation
can be estimated reliably under short term employee benefits. The Company provides bonus at 10% of Net
Profit before tax.
Short-term employee benefits include all the following items (if payable within 12 months after the end of the
reporting period):
- wages, salaries and social security contributions,

paid annual leave and paid sick leave,

profit-sharing and bonuses and

non-monetary benefits

Post-Employment Benefits

Post-employment benefit plan includes the followings;

i. Defined Contribution Plan

Adefined contribution plan is a post-employment benefit plan under which the Company pays fixed contributions
into a separate entity and has no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution plans are recognised as personnel expenses in profit or loss in the periods
during which related services are rendered.

Contributions to a defined contribution plan that are due more than 12 months after the end of the reporting
period in which the employees render the service are discounted to their present value.

All employees of the Company are entitled to receive benefits under the provident fund, a defined contribution
plan, in which both the employee and the Company contribute monthly at a pre-determined rate of 10% of
the basic salary. The Company does not assume any future liability for provident fund benefits other than its
annual contribution.

ii. Defined Benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company’s
net obligation in respect of defined benefit plans is calculated separately for each plan by estimating the amount
of future benefit that employees have earned in return for their service in the current and prior periods. That
benefit is discounted to determine its present value. Any unrecognised past service costs and the fair value of
any plan assets are deducted.

The Company recognises all actuarial gains and losses net of deferred tax arising from defined benefit plans
immediately in other comprehensive income and all expenses related to defined benefit plans in employee
benefit expense in profit or loss.

The Company recognises gains and losses on the curtailment or settlement of a defined benefit plan when the
curtailment or settlement occurs. The gain or loss on curtailment or settlement comprises any resulting change
in the fair value of plan assets, any change in the present value of the defined benefit obligation, any related
actuarial gains and losses and any past service cost that had not previously been recognised.
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iii. Termination Benefits

Termination benefits are recognised as an expense when the Company is demonstrably committed, without
realistic possibility of withdrawal, to a formal detailed plan to either terminate employment before the
normal retirement date, or to provide termination benefits as a result of an offer made to encourage voluntary
redundancy. Termination benefits for voluntary redundancies are recognised as an expense if the Company
has made an offer of voluntary redundancy, it is probable that the offer will be accepted, and the number of
acceptances can be estimated reliably. If benefits are payable more than 12 months after the reporting date, then
they are discounted to their present value.

Leases

Lease payments under an operating lease shall be recognized as an expense on a straight-line basis over the
lease term unless either:

(a)  Another systematic basis is more representative of the time pattern of the user’s benefit even if the payments
to the lessors are not on that basis; or

(b) Thepaymentstothelessorare structured to increase in line with expected general inflation to compensate for
the lessor’s expected inflationary cost increases. If payments to the lessor vary because of factors other than
general inflation, then this condition is not met.

Majority of lease agreements entered by the Company are with the clause of normal increment of around 5%
p-a. which the management assumes are in line with the lessor’s expected inflationary cost increases.

Foreign Currency Translation

The financial statements are presented in Nepalese Rupees (NPR).

Transactions in foreign currencies are initially recorded at the functional currency rate of exchange ruling at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the
functional currency rate of exchange at the statement of financial position date.

Foreign exchange gains and losses resulting from the settlement of such transactions, and from the translation
at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised
in the statement of profit or loss.

Non-monetary assets and liabilities are translated at historical exchange rates if held at historical cost, or year-
end exchange rates if held at fair value, and the resulting foreign exchange gains and losses are recognized in
either the statement of profit or loss or shareholders’ equity depending on the treatment of the gain or loss on
the asset or liability.

Financial guarantee and loan commitment

Financial guarantees are contracts that require the Company to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to make payment when due in accordance with the
terms of agreement.

Loan commitments are firm commitments to provide credit under pre-specified terms and conditions. Loan
commitment is the commitment where the Company has confirmed its intention to provide funds to a customer
or on behalf of a customer in the form of loans, overdrafts, future guarantees, whether cancellable or not, or
letters of credit and the Company has not made payments at the reporting date, those instruments are included
in these financial statement as commitments.

Share Capital and Reserves

The Company classifies capital instruments as financial liabilities or equity instruments in accordance with
the substance of the contractual terms of the instruments. Equity is defined as residual interest in total assets
of the Company after deducting all its liabilities. Common shares are classified as equity of the Company and
distributions thereon are presented in statement of changes in equity.

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

The reserves include retained earnings and other statutory reserves such as general reserve, corporate social
responsibility reserve, investment adjustment reserve, regulatory reserve etc.
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Regulatory reserve includes any amount derived as result of NFRS convergence with effect in retained earning
computed as per NRB Directive No. 4.

Earnings per share including diluted

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. The basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting
the profit or loss attributable to ordinary sharcholders and the weighted average number of ordinary shares
outstanding for the effects of all dilutive potential ordinary shares.

Segment Reporting

The Company’s segmental reporting is in accordance with NFRS 8 Operating Segments. Operating segments are
reported in a manner consistent with the internal reporting provided to the company’s management committee,
which is responsible for allocating resources and assessing performance of the operating segments. Company
has no practice of accounting intra segment revenue or expenses. Geographical segments are considered for
the purpose of segment reporting. Income and expenses directly associated with each segment are included in
determining business segment performance. The Company is organized for management and Head Office and
branches. The segment results that are reported include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis. Unallocated items comprise mainly common assets, head office
expenses, and tax assets and liabilities.




S QAT NS AR

(AT T T T A g T A <)

TTEAT ¥4

T T

e Hreard

59,419,005

VY, 954, 5¥5

o 9T fada SEaTHT Wl Hiserd

ARV, ¥¥O,R]

q,09%,5%¥5,4%

HET qAT Aeq FEAATHT 9T g TFH

S

4,00%,0%9,R3%

9,0%%,%3¥,10%

TG ¥ TG GAE! Fair Value TEHT ATl Hed &1 | TedHT AMGUHT Gk Hifqe qar fa<im
SREH ATHLITH] AT ATHT TRUHN & | AT T ATAATATER  ATTITRATH] ATIRHT TedH THHET

AT TR T |

AT AL SHAT P! WoaTa 91 o] T b

FAG= ¥R

Iq 9N

T T

AT IS AT TN LT HIoaTd

QR4,93%,2 %%

15%,2%3,5¥9

O fershl TERTAT AT @iRg TRUHT GRETTT

T ST SRAT TEehT A (AT e foae aifer ThH

QY ¥OY

QY,¥0Y%

9%Y4,335,340

959,05%,3¥4

AT IS STHHT Tehl HISETAHT fair value TAERT [Tl THH 2T | THlehd (HaRTHT 7. 3 () THITSTH
TS ST AT Teehl HISaTd HEAd: ATTard HIsard GFfed awdl AT AMGUHT & | 9T 6 ThH]
TEHT A7 (HET o1 fof e aifep To| oeavi SReaT T foRTEARIR 9Tr@TehT SOTel I SehHT T8el HivaTd Iae |

o a9 o<l ST Hsera

AT ¥ 3

UL

NN 2

Tyeoly o qur fafag Farar war |serd

faeeft o qur fafaa durar @ deerd

TS ATHATHT Tzl




(AT T T T A g T A <)

Shree Investment and Finance Co. Itd.




(AT T T T A g T A <)

3Nt Scacdice UUS WIScllcd ob. .

¥/ Shree Investment and Finance Co. Itd.

& qun ffaw Seareng fauar st qun ave

ThH T HT

AT ¥.5

Iq 99

T a9

THfad HEAETATS [QUeT ol

39Y, 400,000

954,400,000

S

A3 © Bl ATHFATHT =T

%,q44%,000

ﬁ’CH\V\’OOO

STHT

R93,3¥Y,000

153,%5¥¥,000

foriTar TRATEATE FAT ATISHT BTHT ATHRITHT SERAT ATl I Sebepl (ARl @R TS 3 |

F1 A ST

LESSURAN

a0 BT HISETd

9,544,000

9,304,000

TG YR ATFATHT TIZdT

TG IR STHAT

300,000

440,000

CECaVALTSIl

~

SERECE]

ATITE HITAHT HISeTd

2,944,000

9,544,000

et (o TS I TRURT Thel ol T J&dT 909 q97 (MaHes gerd STad Shhl TaY
> K > > -~

T JaTed! THH, HT a7 MRR=darar Sl @R 916 A7 Gearaes qReiiad aRTaHT /o TReH B | A7
QrfdeeaT grafead Sifarss [Fafad F0HT Hears g | A7 2T A3 (HIqHEPT Fo1l qrIees g ¥
TEAT FFEITATE B ATFRTAIATS ATRTAETT fedrd @Tar A= Jedl TS ATRHET S@8g, |

UEHATE (ETH FI q°qr ALY

AT ¥.9

Iq 99

T 9

I ANTaAT ATIH TRTHT HoAT q9T dTIe

¥, 405 U3, 1¥

¥93%,253,494

HATIT : Bl AT FFT

~

qTH[E b SIESIBIRIEED)

%5,045,%8%

¥9,9%9,%9%

TR AT STaeT

5,R0%4¥%

¥,903 %91

qq

¥, 63,533,939

¥,083,445,33%

FVTPL HT HIYH XU HAT q9T T9E

ST

¥, 630,533,939

¥,083,445,33%

(oY N

= N\
"[CAN o ST T Jehlcieh HaEAThI AT AT

FFIAT oAl AT ATIEHT & BTAT AT TR JITH

THT G T oAl AT SHATATHIATNT FATe A FHFIAA ATehebl HITGUE T NAS 3%, Pl AT=d8 &3 FTHITH
fAuRor TIRUET THH T T TG G AIATS AGST TRUHT G | TATA AL Shebl ATISIE ATAR T
T & 9% 994,599 TEHT T, T NAS 3% ATARE! & &l AT & W,Q9% 50 AT Tl &l I"




(AT T T T A g T A <)

S
\

S 8t ScaEdioe UUS WbiSallcd . fa.

~ Shree Investment and Finance Co. Itd.

ThH 2. HT

Iq 99

T 9

¥,359,%33,%%%

¥ 04%,030 %03

3,%39,9%%

34, R34, 45X

9%, 9%, 939

9,%0%,943

¥, ¥3Q,%3,93¢

¥,083 445,33%

CIESIDICEES )

AT AT Aok (e 7 3 AR

9%,%%0,599

YO, YRYL, R

NAS 3R o289

RYL,R09% 58]

%, 504 4R

HOT THIRB ATHTRHT FoI AT qTIEeh! fagasor

T9q 99

kg, 099,490

4%, 44, RR0

49,% ¥%,000

938 L 0¥ 90

%9%,39% 490

S¥Y¥ 5RY ¥L0

V83 R00 3%0

%93,3%3,%00

T43,949,4R0

RL¥,09% ¥ O

1%0,%%¥q,9%0

ﬂo:,qio’ceo

9R8,30% T¥O

23,530,930

39,% 4% %90

34,%39,0%%

3R AER

RR%,33345¥

29%,9%%,090

¥, ¥R3,ERE, IR

¥ 135,529, ¥%

9%, 9%%, 939

1,3%%943

¥,405 4’3 /Y ¥

LAEIATER L




(AT T T T A g T A <)

Nt ScaCdioe UUS BISalcd . [od.

Shree Investment and Finance Co. Itd.

Tq 99

¥,405 483 /4¥

405 43,34 ¥

LAERATER L

Tt GRETUTRT SATERAT Hott AT AT foazor

AT ¥.0.3

Iq 99

T Y

WEHA

T/ AAA A

3,250,089 0

3,93% 09% 09

T qaT =AM

@l g qor fataa geumerr s

39¥,%400,000

95Y,400,000

JIHTT ST

o ] N
Wﬁgq A=ed depcbl STHIAC

BRIGECANSEECARE LI

e Frar fadt

¥4 335, ¥ 33

bty faaraer faar

b3 STHAET

TR STHTAA

R%5,95%, 1\

%3,R33,%¥%

¥,405 4]R /Y

¥A3%,%53,4

¥,405 4’3 /Y Y

¥ q3%,253,4\%Y




(AT T T T A g T A <)

Nt ScaCdioe UUS BISalcd . .

Shree Investment and Finance Co. Itd.

Fl A AT

Tq 99

ol ST sEEn

HEUr q FT HeawT

4,903 499

4,¥90,430

TG TYRT AT AT

TG B[ STFT

¥, 34,49

9,34¥, %59

Tg 99 okl /Rar

(994%,4%3)

(19,0%9,39¥)

AqI@

faraefl FQTeh! A aX HXehep! BRI AT STATAT

¥ givadd

TS AATAHT Ho=Td

5,R0%,4¥%

4,903 49

qHfEF AT e

HEUr q FT HeaT

TG B ATFETT FTET

¥9,9%9,1%

3Y,99%,9% 0

Tg g9kl se T/ fRar

R%3RG,4LR

%L ¥R

faraefl HQTeh! A Tl ATl AT 9 /98

ERNTERT

ATNTE AT HioaTT

%5,045,3W%R

¥q,9%9, A%

FA AT TG

\%,%%0,599

O ¥R,

ICAN & ST Xl Jeh{edeh SAaeaTehl ovl AR ebel Hll TAT ATTIHT & BT AT ATAT T B T ol
ATHRATAT SAALTATHT ATNT T L bl ATl AITITE T NAS 3 T AT7% £3 qHIaTH (AR TRUHT 77 T T a0
T, AIATS AGTFH TR B, | AT I Febebl ATTSUS ATATR BT AT 5. 92 994,599 T2l B, T NAS 3% AR
FHA BT AR & RY,%9%, 592 9=T FEl &l |

foraa=w T S

TTEA ¥ 5
Iq 99 T T

GRS ANTaAT ATIH TRURT A=A T e =T

YUY, 54,95

R43, 109945

FVTOCI T HIYT TR IR (ZiFadl) AT M=

55,R%5,9%0

LRI Y

STHT

L¥3,5R3,%0%

3%,030,00%

FFIA 79 o0 A= T A ITHIIAT T TAMHIeTs g5 avHT J&ad TRUH & | AT
qfeeTifard ANTTHT |IYA TRUHT FET & IF T FVTOCI AT HIIA TRUHT SHEcAT avm=r aikfy anra
HIOA TRTRT AT | @l AT I AT A AT TTH G &7, AR He (ERoT AIeh!
AN Aeels YAvH qel afg s |




(T TSy A T A S A W)

4/?;@ Nt ScaCdioe UUS BISalcd . [od.

Shree Investment and Finance Co. Itd.

THA F AT
A= ¥.5 .9

Iq 99

UL

W0 ¥ SHY, 95Y

43108945

YUY, 5UY,95%

RUILOYYE

ATEAT ¥ .53

Iq 99

UL

55,%94,%R0

%¥,990 ¥q¥

o

=hd TATRT UATEE

YR 100

VYR ,L00

&5,R%5,9%0

LAY




AT TRUPT AR ST

(AT T T T A g T A <)

. 9N SGaCHGC UUS BiSolloy ob. .
vy

Shree Investment and Finance Co. Itd.

ThH 2. HT

AT ¥.5.3

T a9

PR A

SN

PR A

e R (Gfrd) s

YA HERIGIEA b, .

£509q fepdT FMERY S % Q00 & T
(¥9099 femm e SR afeq)

W% %48, 00Y

ESANER L]

T FTESIITR .0,

q0 feFT ERW R & 400 & &Xel

200

forora wreferer feferr e

9% feFaT ATERY 977 & Q00 F A
(¢ forar ar SR Afed)

q,R00

9%,3%0

9,R00

950

fafwer wreferay fafer e .

6 fepaT TTAR 7R € 90 HT XA
(3 TopaT A SR Afed)

9,400

9%,03%

4,400

5,34

EEGIIER FAEAE 08 SHATHE %

9423 foBdT TR 1% % Q00 & & (Q¥ ¥ fopar 999 PR afed)

9¥% 500

99, 93%

9¥¥ 500

WEHR

A AEE TR #.09.

9%, bl TR 1A% % Q00 FT X (Y53 el & QY & X+
o fopdm 999 9R)

50R,39Y

4,493, 9%¥0

503,36

q,9%%,¥ ¥z

Wi dew .

920325 feRelT AR 7R % 90 & T2l (53589 Foel % 343 o7 a0er+ 39%0%
fepT A 9PR)

R%,4%9,4%4%

AR EE R 1

22,409,484

RYURZERO

A TEEAR &5

£330 BT AR 177 % Q00 & T

¥,39%,533

% 06Y¥ 400
%Y,

¥,39R,533

¥ 390,¥%0

Fereiivt STEgITaR R

9803 T TG PR & 900 T XA (Y&, ol & W5 T e+
303c fmT AMY R

3,93R,%%R

3,084, 9% %

3,93R,%%%

EELE AN

AT aregTar f.

%R0 fehell AR PR & Q00 FT 2T (000 fFeT T 338 F e+ ¥R0
fepT A 9

92e Y ¥R

43%,%%0

O, 4 ¥R

432,000

ftea 4 %, f

3 feT ATIRO 7R % 900 H TTA

ECAKE

Ry

%¥q,90%

584,340

RS feie dew o

9690Y, TR FTIR S ¥ 900 F T

4,359,459

2985534

fard gfedt wrg

400000 foFdT FTARI FAX % 90 FT a7

4,000 000

4,000,000

4,000 000

9,0%%,100

fagrd =EpEw B

400000 faFdT FTERI I % 90 & a7l

4,000,000
,000,

4,000,000
,009,

T g A o R B

34000 fFdT AR A % 90 F &

Q40,000

R4%,400

T O B R w

24,000 foFaT IR SR F 90 FT T

Y0000

Y0000

T @)

¥RRERI¥Y

55,394,530

Y3394 495

%¥,1890 ¥q¥

e TR FoR (g s

ol G B

300% el FERY 77 ¥ 900 & a2 (9904 fobel 919 SR fed)

309,000

309,000

309,000

309,000

A frraivy srew f.

Y ¥95 feT ATIR 7R % 400 I T (%03 fFT A IR afea)

¥Y9,400

¥Y49,400

¥Y9,400

¥Y49,400

ST (/)

943400

843,400

VYR 400

R )

T (F+8)

KOA9%,5YY

SARTA RG]

¥3,R%5,095

RULARRRYY

TRUFT B | FIIF SAHT TRTH AAATS ATIE HATTHT ATIROT TARBT TARHAR! SATAT HAHT

JEId TR F |




T F R

(AT T T T A g T A <)

3Nt Scacdice UUS WIScllcd ob. .

Shree Investment and Finance Co. Itd.

THH T AT
RIS

Iq 99

T a9

AT AR ATTR FHT

EEAREANS

L9,%¥% 3%

Q4R,%R8,8c%

1%0,9%%,94%%

ST

RIR,RE0,R%%

RI%,595,4%0

AT qUH ATIFL A

¥ WYR UTO

44,320,643

94%,305,%%4

9%0,90%,0%%

ST

R0%, %5 YUY

R, ¥RR, 0%

gg A W qHia / @fae)

%49, ¥05

35,99

I F qH

T AT ATTEHT HAHT HFIAIA ATTRL UA 045 THINTH R TRl @: R e faawor
FAT HFIATA qRTAT LBl ANH ATTHT TAT HFIATH ThATE HTHAT ANH FX FEN THH FHEAT G |
T AT F. Bl ATTHT IMAASTHT ATTHY U 045 Bl JEFETT AR AT TRTHT ATAFT 3T THEE G |

TEIE FEAAT AT

FTIAT ¥ .90

T 9




‘/fﬁs\*? 9 Scacdice UUS BISallcd . 1.

Shree Investment and Finance Co. Itd.

YEAE FHEsH R fafaa @rd

NCI &I TEeh! el @nd(%)

I FYH ATRT AT TSHIS

AINTE WHT=T THTAT NCI T TRl et sl
NCI AT FRBTAT TRepT ATHI

TIG FEIAMAT T

Gferega F¥erg FFIATHT AR
e THTRT F¥elg HFIATAT AT
ST A
TG ¢ AT SFqET
g ferardt Tex
Feaitae fafaaeaar Hraier & aveag Tear g |




Shree Investment and Finance Co. Itd.




(AT T T T A g T A <)

¥/ Shree Investment and Finance Co. Itd.

3 —_—

ST -
1. BT A=THT el X Afehg TrATeeed! faeqa f&aawe J1a € .90 | Y&qd TRTH F |




T daEIe W R goT T A W

(e

Shree Investment and Finance Co. Itd.

FLIRIYS TN

LEREILY

babaRe'R

R0Y0%bAR

AboREY

500595

Set 2ot 'on

Dlball 12 a0k Lulble 9lble

(5bhae)

(30't40)

(0bX'bRb)

$20908

¥o%'s0b

LEIRkEh / bislklkh

(B%2"%%0")

(%2550

k] [bhe B

220'0b0'bb

LEYR LY

¥23%al,

ok% tabob

Yon 2%h

$0%9%

hb kb bl

AR

HYFRAY)

obheatsh

EETRIN Y

3 %onb sk

atokro

xR3%k0R"

St hot'on

Dlbell b 0% Lalbk sl

(Sarebb)

(botapat)

(3%2%ky)

(002"%22)

(53%'220'8)

(Exh20b2)

bElRkbh / bilplhh

(ala'a%2%)

(2bx‘0a\b)

(oot'aet")

Helk] Lebb ke

503289t

b26'2022b

02%%Y0'”

not%er'h

003'habs

RRAEbR

bEaak0'a

bb kb bl

3hhtoo'hh

PR

Robyt

420'020°a%

agE' a0k

okX%21'%

TV

Bibalh Jb %0k ‘b lablls

Blb dh

Lile
I ot
Balbh 21kl

.1

Balbh 2lklle

dhiby
I el

th'2 lehbk




(AT T T T A g T A <)

(0)

fed.

BUS hligallcyH cb.

Gipy A so

Shree Investment and Finance Co. Itd.

P22 kbl (POYRIN QUITWYBIIS) ik [P2dkkI2 2bhb

|8 el b

lh2lble lbRlbk Lk Bhllhblk lblk 3lblndht kblkle b Btk k] blehid

20" ¥R ¥obb

23hhbb2

RRbEREY

ETRTERN

eEaezo’h

JRRSER

Sk 'ot'og

Blaslle Jehabs @k 2lhle b

bab %R tbb

thepaa'a

R2ERERY

NDRIPES

*00'2ho'h

29200

Sk 'ot'og

Blislje Jehab 0% Blhlle b

226\ hbe bob

Eaboniy

or22kn’h

bR b0

00%bar'b

2%k

ORREAR"YY

Dlaolls [blssh Wk 2l ¥t

Liple

28Indbh&
kake

bty
1Bk 2eble

bRID L3kdlh

FYTATATY
1bb 22bme

Rjbth
22lgieh]

JIT1Y

b lbibd) 2B

AR5

006/200'2

ooX’Eaa’l

2ahlk'ab

bay'Ret'h

a0k'okbh

Dlballt 1 a0k Lulble 9lble

(B%2'20%)

(R %0Y)

(0b¥%'bxb)

35013

(aahab)

(00t %0%E)

(o0t %0%%)

bloo sl

ERSIAN]

0% 2et’h

absaxt

AERTI

23%'00t

AN

oRERN R

ARtk

tobods'h

%02%ka'ab

SR ko'h

o'y

Dlbells & 0% Lalbh sl

(0b%abk'2)

(0tobait)

(28230%)

(bt bh2)

(235%b3'%)

(532 20b)

(¥0%300%)

(bb¥ ko)

(>20'h0%'b)

e

0REDAE"

aetarnh

Y

RRERE

W0 %E

ortto%

12eb12 bbb kb

ETYLTRYS

ARX00S

blor't

okx'aakth

22 ER'R

o0kt

Blealk Jb Yook ‘b lablis

Helball U U sl

Ll
1 0r
Ribh 2kl

e
bR 2eble

LRID b3bih

Bk
o]




(3T W Apare T A goo T AT <)

{ B Shree Investment and Finance Co. Itd.

¥

qHRIAA

AN

R

R A

q STEU 309 HT HISTATT 2,0%9,940

q%%,400 q%%,400

R3340 -] R0

L¥R,%RY L¥R,%34

FAGTST /[ GAHATFA -
HTNTE WHTRT 090 Y Hisar 3,98, 50 398,50
FTEHE T SN Al
q ST R0Y, HT Gierard 29,055
T FUH gTHHET ¥2%,\90Y ¥R%,\90Y
T FEE BT AT

TG WHTT 0% Y Hieara PEEE - PEEE
T qHT ETHREN ¥%5 920 %25 920
T FYH ETHT AT

ATME AYTT 099 FT Hiewra 9,05%,353 1,054,253
g3 feard 7
HTITE THTT 09X FT HwaTd 9,245,563 1,245,553
HTVTE THTT 0% Y Hieara 1,53%,¥45 9,53, ¥45
HATHTE AT 098 B Hrsa1d 9,%50,5%% 9,%50,5%%




(T TSy A T A S A A W)

a9 Scancdice BUS hISallcy . [,

27 Shree Investment and Finance Co. Itd.

ThH & HT
ST ¥ .94

UL

T X qHN /@)

TR F g

LA T

(%,00%,¥%%)

gq &N

%,009R,¥%R

AT, RO\K /09

gT
F qH/
IR

FTAT AT TR )

e quT fafaa euTers fSUhl weil q9T qrae

TTEHaTS (TRl Holl qIT AU

AT FH

EPRIEECIRCRIGI

4,95%,R09Y

(4,95%,%9Y)

Jrfd q97 IIHTT

q,R%R,¥0%

(1,2¥%,¥0%)

AT HH=AT AT AT

¥R 55y

<¥R,55Y

EERAIRE]

¥5 %0

(¥5,R%0)

2EEIL

3,999,%33

3,999,%33

I AT faeTaes

FE AT T &R

3,531,499

©qz%,R3%

(3,3%%,¥39)

AT FIHT ATTART L ATSTHT T HT

TG WA 099 AT T TR & qHa / (@fae)

?,¥39,5%0

q ST 0% AT TR &Y () / S

%,009%, %%

7 A fastar s/ @Rt s

3,354, %1

ATRT AFAT AT @RS W R G/ (R

(9,53,543)

7 P AR 3R S R @S/ (R

4,45%,39¥

i a8 IEreud W W g/ (AR




‘/fﬁs\*? 9N Scacdice UUS BISallcd ob. .

Shree Investment and Finance Co. Itd.

AT, R0 /%

I AT T R

b quT fafaa Fearers feuhl & q97 qrae

TTEHaTS (TRl Holl qIT AU

T THfa

EcICERIRCRIE]]

JET g ITHI

AT U= AT AT

(%,¥%%,¥%%)

(%, ¥%%,¥%%)

forst aiioea

(150 %4%)

(150,%4%)

2 EELI]

9RR,45%

9%, 45

I AT MeaTee

9194,0%9

9194,0%9

I AT TR #R)

AAALY

(9,0¥99%)

(8,09%R,%%&R)

AT FTHT ATTART L ATSTHT T HT

HATHIE AATRT 0% T T TR X Wi /(@)

§,0%R,¥%%

q T R08Y, {T TWRF HT (FH) / Eiaed

9,9¥3,3%%

79 7y fastan st/ (eat o)

(§,0\90,500)

ATHT AFAT AT IEEuH WA R G/ (AR

oy, 4%

I P TR 3T T FR g/ (A=)

(9,9%%,3%9

ghEdr fad IETETH W W G/ (A=)




(al

(AT M APATS T AHT FoASTA T AT @)

Ps 3t SoACAIoC UUS BISalod B, 1.

\”l,,,/ Shree Investment and Finance Co. Itd.

?%0,500

9,44%,4¥0

555,44

g¥R 85

R,80R% ¥

3,¥%3,4%%

qq

T

AL

9R3,¥%¥0

aq

9%,

59%¥,5%0

STHT

4,%30,9%¥%

%05 ¥

& a1 ol JeETae fae s

AT ¥.99

UL

HAT Aebaeh! (Hard

Y b AIIaT

q00 000 000
) )

g qar fada gearesare o= Haq

922 S¥0 0¥

3R0,¥93,559

ARIYTR dIT clearing GIdT

S

STHT

qR%,%¥0,8¥9

¥30,%93 5%

AT A Soperd foet ey

AT I SehalTe AR

T AT Fieen

AT 6 Fehalle Afedd FOTETAT Fraer

I @XE FERIAT A=q [arh TP g

AT AL FAFATS fAT T AT THH

3,3%%,%45

%%, 53,q4Y¥

STHT

3¥,3%8%,%45

§%,534,94%.¥3

TS ST FpelTg STRTAT & THHAT qAtad qraemes, Tl averdr gfaar, @mee REbrder orrar,

fafsh qa1 qrEfe TRAIAT T AT T ThepT (HET THT FHTET TRTH 3 |




(AT T T T A g T A <)

//fﬁp 9N Scacdice UUs BiSollod . 1.

¥/ Shree Investment and Finance Co. Itd.

Iq 99

T

3YR,R34,%0%

393,94, %00

493,%%9,40%

00 ORR {35

q,5¥R,%9¥

%% ¥R

%82 0% 9% ¥

%4,%%5,0%%

R,R4,¥03 50g

R,R85,8%%,3%8

9,339,9%%,¥R0

9,953,2¥%,¥%V

4,0%3,R%%, 943

¥,314,355,%%%

[TETH T RN TSI TSt FHET 3 |




(AT T T T A g T A <)

Shree Investment and Finance Co. Itd.

THH T, AT
ATHAT ¥.30.9

Iq 99

UGECL

4,0%%,2¥%, 943

¥,394,355,%8%

%,0%3,% ¥%, 943

¥ 394,355 %%

GESSURAS

T a9

fareer Amadr

faesly & qur faftaa g

Tgutera faswra S

I [

STHAT

ST et ST eI A




(AT T T T A g T A <)

Nt ScaCdioe UUS BISalcd . [od.

" Shree Investment and Finance Co. Itd.

ATRATET (redundancy) T AT Sa=T

T FIEATHR ATRT e

FTAAT TAT FIHT HGT HITHAT

2
Onerous IFHIAT

qq

STHT

TR Tfatarr

q ST He=T

T Y TRUST Faedn

TG Y JYANT TR T

79 a9 fRdl TRuEr rEwr

Unwinding of Discount

ANTE AATHT HoaTa




(AT T T T A g T A <)

//fﬁp 9N Scacdice UUs BiSollod . [,

¥/ Shree Investment and Finance Co. Itd.

q I

ThH T HT

LESSURAS

Iq 99

UGHECL]

qiesIfrd FH=TT AT AT F¥afed ared

¥ ,95%R,%54

et Far feaer araderr et

4,¥94,044

R,%%Y, %%

ATHIAT FHAT AT

higed Tl TRl

R¥,%R9,2%%

k9’z:,\6z:7k9ﬁk9

e fa= arer aars

TR A AR A

ISERCICARCIGIE

4,4%5,¥54

941,543

fafaar fast smaeraer atfaca

98,4 0%,30%

R0,4%%,95%

S

YRR,%R0

3%, 453,448

ST

45,393,940

§%,¥¥5,%9R

FHATT AT AT SMIAEs T SUGTT aTocd, ATAT Ja7 [Tt aied, dAeqeiiad HH=n a9
TS, YT AWTeh! AT, [q afeel ATATT F&T STiacaes a1 RIde dvavid Jeoi@ TTeRT B, | ATAT

dar T At PR feraT 7 AT foraT oEA |

gfewi &t AT (Defined Benefit) i difaces

Iq 99

TR PHTIHT AR STTTART TTHTT Hed

4,¥94,044

EALERRSY

PITHT AR FTACART TTHTT Hed

TR T TAAT T

¥, ¥q¥,04%

R,7%Y,RR%

iaer AT ¥ (plan assets) & HIX HA

ga AR BTAH HeA

4,¥94,04%

R,%%Y, %

gieiftyer i s It S

¥, ¥q¥,04%

R,%%Y,R’%




(AT T T T A g T A <)

3Nt Scacdice UUS WIScllcd ob. .

¥/ Shree Investment and Finance Co. Itd.

RIS AT Tt S aaAT el IRaa

ESSIRACE

Iq 99

UL

ST q AT GRATIT AT FTTAT ¥ g1iaed

5%, R_%

?,%%\9, 840

[aHTT$® (actuarial) (ATHT) /ATl

,9%%,%59

Y 0

PIEEICIER IS IS

(13,%93)

(3%99%9)

FAHTE T ARTT qAT AT

42%,3%9

{0 R0

TG FHTAHT TR A AT v <Iiaed

%,%¥9%,04%

R,%%Y,R’%

AT FHTaeT BAX HAHT qiRads

ATHAT ¥.R3¥

Iq 99

UL

LT § AT ATSTAT GFIA] HI Hed

N W ﬁ = N

Al faver

famifss ATRT /(AT

RIE R R e I L

TG HITTAT AT TR DA HeA




(AT M APATS T AHT FoASTA T AT @)

//fﬁp 3t SGANCINGE UUS BISaoy . 1.

¥7 Shree Investment and Finance Co. Itd.

TR E

AT AT farorr Jarg TRuw &H AT ¥.33Y
Iq 99 T a9

FAHTT AT ANTT 349,084 959,49%
AT =TT @ 33%,3%% 3RR,¥09
TISTHT FHITaare AUierd dre - -
ferar Tt gifacaerr fawTss (actuarial) (FATHT) / AT R,9%%,R59 LY, %0
AETAHAT (IO AT TR & R AR %RY &5

7 P AT IR W AT ¥.33%
T T

fa s (actuarial) (ATRT) /AT

STHAT

fermiy® srraTEe

Discount a¥
AISTAT HfAaTe A9TeTd Iiawe

qaa gig a3

Withdrawl &<

Y IiRear /o

ARTHEHATT Hhd HaR AT A TRTHT IS
eI AT SR RS HoraT
S|

Sedtfad fRfaaeT Fraer & af o STy T S |




(AT T T T A g T A <)

) A ScAedice UUS Bisallcd . [dl.

¥ Shree Investment and Finance Co. Itd.

Jeddtgd Afqaen Fearar & 9f qReqor "Rifaue! qerad drafad e S |

R o AT ¥.3%
Iq 99 T T

AT GSI
IR AT 53%,03%,000 590,000,000
qRacd AUIHR TAHE TAR (S(FAET FFIe AT) -
Rl Fg AUTMIRR AT
AT THUHT HOIT (ZfFad] FFwe H) -

SHAT 5RR,03Y4,000 590,000,000

FrER AR AT ¥ .59
I9q 99 T

SEER Ll

4,00,00,000 FERI AT | Iid AT 400 &FT A 9,000,000 000 9,000,000 000

SRy iy
59,00,000 TR AR | Ui AT 400 & TIeT (R0\%Y, /\K) 590,000 000
53,20,340 IR PR | il 7R 900 & T (R0 /\99) 5,034,000

ESal Sl
59,00,000 TR R | YT AR 00 & el (09 /%) 590,000,000
53,2034 0 FHERT 7R | Wi PR 00 & Tl (0% /\99) 53%,034,000




(AT T T T A g T A <)

//fﬁp 9N Scacdice UUs BiSollod . [,

¥/ Shree Investment and Finance Co. Itd.

@Rl @A
YT TXHR
% FAIHT I T HETe
AT TSI JId HETES
qT GTIET . 2 9\ 935 . 5,255,259
EERIEIN] 359 0% ¥¥3 395 952,000
= 433,995,534 ¥33,5%3,033

R @i

G3R,03%,000 540,000,000

AT ¥.R9

Iq 99 T a9
ROR¥Y,\9¢ 8 qR,9%q,4%¥%

q,2%%,¥%% 3,0%Y %9

8485, ¥9 ©,333,35¥

R9q%%, 933

3%%,R0% Y0 %%
IR,j33,%0% R0Y¥ 5, R¥5

TR ST BT g6 o7 i Fwar qea=d7 UA, 3093 %7 Maraedr saaeqrdT arfwd EH @ | a9
A=A GT ATRTET R0 JIAT THH AR ST TR AN GEATSAIA Aa€T TRTH B | ST B
=[ThT ISl qleaR T IS GE ATHIHN 10 FqTd TaaTHF FeATSTI &78 |




‘/fﬁs\*? 9N Scacdice UUS BISallcd ob. .

Shree Investment and Finance Co. Itd.

YT QAT IR P
AT AT bl (LT FRIGTH GF ARG § AT FEARTT ATHITF IaRan s an fafarsr

TRUHT |

[Lpeeanicay
NFRS @] T&Teh! GRUTH T Aiserd ATRTHT T THATAEATE ATUh] THH [HIHTRRT HTHT TGS G |

I T a9r Ffaagar

THH T A
I ¥ 5

Iq 99

UGHEEL]

geTiaa et

(@Y (@Y
Heh ([ RUkT JlddTe

900,000

900,000

ISRt gfqagar

&t gfqagarn

¥R,9¥9 %Y

3%,2%%,¥9

T A

R4¥,R03

R4¥,R03

ST

¥3,101,5%¢%

9,3 RY

BEIEREE D]




HTT TRGH Flaaes

(T TSy A T A S A A W)

Shree Investment and Finance Co. Itd.

ferafeer ARy A

HATATSTRE P ITART AR [FHT

FITATT ITART ARTRT fa@T

STHIAT JUART ARTHT (T

400,000

400,000

ST

900,000

900,000

ST Ffcragar

ATGET ¥.35.3

Iq 99

UGHEEL]

I ¥ ITHITH] AT IS Fiqargar

T T AERTAT TR

TR qX FERIAT AR

ST

A qwata ateg gt gfaagan

TR T GERTAT TRTHT

eEd aY GEHIAT AR

STHT

ST ST Siqagan




(AT T T T A g T A <)

Nt ScaCdioe UUS BISalcd . [od.

¥/ Shree Investment and Finance Co. Itd.

forer gfqagar

T foret gfaagan

FAT fesll 9UHT GUSHT ¥ A AG(FA FAMAT fereT
AT AT AR I AAqH THH

T 99 9T &9 ©R%R,3%9 ¥ 230, 4R0
TF Y A& g6 X 4TH AT HH RESS AT 1%,5%3,53%
Y YT el 90,553,3¥¥ 9%,93%,9%¥3
ST YR,0¥V &Y 3%,2%%,¥9
for forr wfqagan

ATESTHT HRIAT TR THI THH

TF a9 9=l FH

TF qU AT d61 a¥ LAY TRl HH

Y AT TGl _
W -
st for wfdagan ¥R,0¥9 %Y 3%,2%%,¥9

FHIATA JTeE TFT T FoaATATH (el [ATeeeATs FaaT qafy fqux g T Fag ¥ FFOAE K91
T fufaar &7 fam fost gfaagaes aT@s &7

e wtHer TTAET ¥.35.4

FEIAIR] HET HITHAT ATHTATAT T AR BRI GAead I8l B | Heled Tl ATIHIh!
JHITAT TEhT B, TFATs Al 4.%. A [a&qd FqAT 90 TRUH F |




TS AR

/ffﬁ

(AT M APATS T AHT FoASTA T AT @)

\s 3N SoIEIIoe UUS BISallod B, fa.

Shree Investment and Finance Co. Itd.

TS qIT S FH

AT T THHAT @l Hioard

o qaT fafag FeImET Wl T (WEH)

4% %85, 330

%3,2%9,5%%

a qur fataa gearars fEusr e qur qradr

R¥,%%0,94%

1%,4¥% 5%

TEHATS [UHT Hofl qAT AT

%R%,949,534

9% 093 3%

EIEERIRSRIET

19,%95,%30

9,090,%¥R<

FHERT FAT TIT FTIET

4,RRR,3¥%

¥ 4,455

I

ST TS AR

939,359,5%

k&%, 3¥%,¥%5

TS €9

HAg= ¥.30

Iq 99

T T

o T fafag gearer TR

9,994,429

A ECAL O

U I Sfehebl STRITAT

4,%% 394

%,315,¥%Y

PIECICAEEE]

¥¥Y 0%R,59Y

359,39%,49%

T AT

BRI CIRPRIEE]

TETTF ATAgE e

S

T A Y

¥\93,00% 959

¥0U 45 A%




(AT T T T A g T A <)

Nt ScaCdioe UUS BISalcd . [od.

¥’ Shree Investment and Finance Co. Itd.

TR F AT

Y[ TAT HIHGA AR FIAT ¥.39
Iq 99 T a9

oIl SFATATIT o - -
AT Teeh 3903955V 3Y,%%9,9c%
FIETH T -
giqagar ek -
fefe /fefe /fa®e ook -
*hige Fe /U f¢ TH AR T AMGHT e
e R qdT M9 Teeh

T STk 9ok

TFI eI b _
FebsT Tech -
[EEERIINCEa 4,035,599
EISEERINCAE N ] -
STHTAT TERIAT SITETAT HiTeTT -
I JATHT STRIaTE HHT -
THT ATST -
AT Teh T HHAT ATFRTAT -
ST Y[eep T HIRYT ATRTAT 35,0% 5] 30,033 39%

e I FANT @ TAAT ¥ 3R
Iq 99 T a9

T fa UH aedT Ok

[HSTT / ATaR. #TE 9T

=

9T 7ok ¥ iR
I e T HHIA G

T Yo T HATE @9




(AT T T T A g T A <)

//fﬁp 9N Scacdice UUs BiSollod . [,

&¥7 Shree Investment and Finance Co. Itd.

gT AMMNE A=A

ST ekl [arhAT AUhT ATHRT /AT

ST FHIFTAT AT AT

TN FEIFTHAT ATHATIT SATRRTHT

foraefT FeEr FRERAT ATHRT /A==

a3

gg AMRE AT

I AT AR

Iq 99

faraer fafaaaer qHeTsT T

AT fathare AT/ AT

999,943

ST FFAb] HAT AHHT ATHT /AT

2 FAET FJUHRIITHT ATHTST

AELERE T

1,%%9,%1%

Ut T ATAUTRT [aBRAT U ATRT /AT

4,094,090

(R¥,R%3)

AT AT [aFRHT TR ATRT /AT

oA et e

A T AT (AR TR ATHT /AR

I

3,%\98,¥\50

1,9%3,9%%

ST

%544, YT

343R,¥09




(AT T T T A g T A <)

k) 9 Scancdice UUs hISallod . [A.

&¥7 Shree Investment and Finance Co. Itd.

THH B, A
A= %3

Iq 99

T T

ek T fafaa TeaTemg feuer ofl qur ATIdraT g sawen

300 000
)

Y 40,000

TEhATs (GURT FHoll TAT ATIEHT g AT

RR,43¢, 459

%,539,24%

BRI IR EEI

&ep e fafqa F=aret e g srEwn

RR,53¢, 459

V35,4

AT ¥ %

Iq 99

UGHEEL]

R%,4%R,%00

EEASS RE

93,9%0,00%

90,339,94%%

¥ \9%R,%5Y

3000 000
) )

R,¥¥Y %R0

3,049,598

9,933, %%

,9%R,% 9%

%R Y 559

9%%,0%3

340,%¥39

q,3c5,\%g

5%, %%

Y ¥ 350, ¥ ¥R

¥9,490,0%3

FHET FH9

419, 0%, 30%

R0,4%%,99%

B STHT

%, 95%,9¥\9

TR,108,%3=

FE U 3030 FHINTH FHANATS AT ATAT T ATTATT Teehl G | HFIATHT FHATHT ATNT TUHT

T @oes 9 TIHAT TATIL TRUHT B | TIAT FHATST qoAd, TT, TG, ToATRTHT THET TehH,

qAH @@=, qTeTeh @, T, W€ aAq aad el S |




I GO g

(AT M APATS T AHT FoASTA T AT @)

%pwgmﬁmmmﬁwwﬁ

¥7 Shree Investment and Finance Co. Itd.

THH B, A
A= ¥.309

Iq 99

UGECL]

FHTTH TEF AT

44%,200

¥%5,000

ool ATATT &% AT @l

R3L¥0

XR0,5N

«@r qfeerer @=

%R¥,000

%%q,400

I @l URET qEIeT @

AANIF I HAAT G

%9999

39,300

FATAT AL G

35,533,909

20,643,549

= forst @

%945, ¥ 9%

¥,5%0,%%9

AT TR F=fdad @=r

TEINT ATHIS R JaRarded dwaiTd @

Onerous 19T STAEIT

S

STHAT

3%, 9%%, 0

¥,R%415

T9 GraT R0 =avd 99 @7 ST T @, I AT T AR S T, GATARED ]
TBF ek ¥ AGTINETFEEATS ShTHT TR FGTINE Teeh, SATAANTH T FIAAT @, FEIWT ATHTIA
IR S @9 AT, T5T TTadTHes e AT T |

AT TIEA G

A= ¥.399

I9q 99

T T

ENIMESCIREEIGT

9,%¥33,%4%

9,%%%,039

G,C,QO

5,944

29%,999

3%3,¥90

3%, 0%

3¥9,093

IR

q,0%%, 400

99Y 953

\\,\\ ,\ﬁ\,\

3,95%, 449

2,%R,0%3

HATAT IYHU, R T TR

35,¥50

9R9,0%5

THT 9T T @9

R&3355

ER QR

Ia=< ¥ gUTe

UR3,%50

RE5,¥¥R

RERIECINGRIRES b3

9,99

940,334

fasae ==

%¥Y,5

4L¥3,39%

AT @

19%,3%¥

BESES




(e < e T A g T A )

k) 9 Scancdice UUs hISallod . [A.

¥ Shree Investment and Finance Co. Itd.

93,314,300

90,190Y_ Y490

q,¥0% 9%

q,450,559

¥29,9%1

353,R0%

39,5

4,359,3¥ % ¥, 3%
35,53, 0¥ ¥ 30,043,519

T FHEA AT IS

I9q 99

FEafd TAT ITHIHT 2T Hadl ERR R %,3%9,3¥0
TR FEAFAAT 2T Hadl - -
FHA FFIAh! qRETe ¥%5 420 ¥ Q% 90Y
STRT %9%%,5%% %9 Y,0%Y

ZTAFET Aepl HITqh TFATAHT JTARM A1 AT &1 g ATSH bWl AAId fatars ar |
qRQTET T TN A T THA AFATdeh! AR Tl Faredd faladis &1 | gTaewsre drd+
TAUH ARTHE] AT T FTHI0T, AT A, T AT GHIraer] TRHTSTHATR T T |

IR G AR

Ew\ ﬁ ~ cN Q$
I ATRRTHT
STHT




R oW g

(AT M APATS T AHT FoASTA T AT @)

//fﬁ\s 9 SONCIIGE UUS BISalod b, [,

Shree Investment and Finance Co. Itd.

FAT ATAGT

frgre=T =g

U HTEA @

I g

R,905 43R

STHT

,905 43R

AR G

Iq 99

I W GgH

IJq A1.4.

¥\9,%¥59 %009

qfegeel 3T 9. BT THTATST

(RR,0%%)

T &R g9

BT ATESHT A@TST

(,5%3,543)

FIhl U] JaATd

afge d@rge AR FR AR

ST AR G

¥Y 53,000

4%, ¥%%,393

79 RTIHAT @F HXANT ATRTAT AR ATIRL THHEBT GeaTd T XAl TRUHN G | TF GTaT RTEEAT =7

F G, [ehe H G/ ATT JHTA TRTHT T |

FR G T feparey TR e

A= ¥.%¥9.9

Iq 99

T 99

T ATEHT ATRT

949, 44%, 940

954,333,485

FT 30 Glauad g IHH

¥\ %8 0y

4Y,599,00Y

qU: HThl (AR TaTgd ATHeT @Hgadhl HTHT T DT

¥Y,45

qR%,3%3

U P& ATTH FBIH A&

(R50,45%)

(¥R%,3%%)

U/ 9 AT TEIgH] HTH] T

ST R G

¥ ¥59,509

4¥,3%0,943

AT THETH! TS

(RR,0¥%)

T W G

%19 ¥Y4Q 450

4%,3%0,94%

TAEHERT R K

30.9%

RR.%




(AT M APATS T AHT FOASTA T T @)

099 TG FIATT FH (J7 00 TS 9% TH)

) 97 SoIEIIoe UUS BISallod &b, fa1.

" Shree Investment and Finance Co. Itd.

ThH T HT

TG AHT 099

AHIE HAT<T R0\%

SEU 9, R0\ BT Fied HATR

q0%,3¥0,%%%

5%,31%,3%0

CIRE IR EES I

(9%,03%,000)

(2,540,000)

IS ATHTLT

(5%,%%¥,000)

(90 9%4,000)

I U

q¥390%

ST 9, R0\ HT I T Fhad TATRT

1,953,3%4

%,304,3%0

199,8R4,0%R

IRR,8RE,RTR

ATHT/AFATT T (TRt ATARHT g3 AT /AT

(RR,35% R05)

(R¥,%54,R4Y¥)

(1.99%,%19)

(9,3%%,%%3)

5%,%09,91%

99%,945,%03

F) AAA G Al SATS(-) / AT TTT A & Aehl ATTHI AAl

(¥,%%1,%%%)

(LRRA43)

@) GIATAT UHT AT HoAl JMGH TTTITHT T (-) dig (+)

TR FFATET SRgH aTqd STGATHT BT (-) g (+)

¥,35%,%4%

(¥,35%,%4%)

)
) IR Sifepg TRITTHT ol STGH STaETHT BT (-) TG (+)
) T HY FEAehl @@rsd (-) AT@sT (+)

=Tl afe=T (-) /@ATTeRl 8T (+)

Bargain Purchase Gain (-) faaied (+)

)
E)
)

faarsres e ufe=ma (o) faafea (+)

) AT (+/-)

- feefiferd ARTEHT ETEe TRUE HOTIAET

- gfesqritra &Sy FrerAn

_ Fair Value &9

R J TRt/ AT

5R,3%%,R54

90%,3¥0,3%14




(AT T T T A g T A <)

L\ 3T ScICdioe BUS WBISalcy . .

Shree Investment and Finance Co. Itd.

(i

Shree Investment & Finance Co. Ltd.
Explanatory Notes, Disclosures and Additional Information: FY 2076-77

Disclosures and Additional Information

Risk Management

Risk Management structure of the Company has set clear separation between business function and risk
management function. Accordingly, the Company has set up a separate Risk Management Committee (RMC)
headed by Director as Coordinator of RMC. The RMC evaluate overall risk faced and determined the level of
risks which will be in the best interest of the Company. RMC oversees global, macro, micro and departmental
level risk that arise out of daily business operation as well as on periodic basis and are put to the oversight
of Senior Management, Risk Management Committee and the Board to discuss the reports thereon and issue
instructions as appropriate. The RMC also develops the mechanism for assessing and reviewing its risk
management policies, processes and procedures for individual risk elements, at a regular interval, based on
the main findings of the monitoring reports and the results of analysis of developments from external market
changes and other environmental factors.

O
| |

[ Risk Management Committee ] ]
[ Compliance Officer j _[ Deputy CEQ ]

[ Operation Incharge ]

Figure: Risk Management — Structure

i Risk Management Committee

Board of Directors is the apex and supreme authority of the Company and is responsible to frame and implement
robust policies and framework for effective compliance of regulation and direction issued by the regulatory
authority. BOD ensures the strategies, policies and procedure is in accordance with the risk appetite/tolerance
limit for effective management of risk within the Company. The board understands the nature of risk of the
company, and periodically reviews reports on risk management, including policies and standards, stress testing,
liquidity and capital adequacy through the reporting by the Risk Management.

Pursuant to the NRB directive on corporate governance, the Company has established Risk Management
Committee with well-defined terms of reference in line the NRB directive. At least four quarterly meeting is
conducted on annual basis however number of meeting can be increased as per the requirement. The committee
supervises overall risk management of the Company broadly classified as liquidity risk, market risk, operational
risk, credit risk and residual risk.

ii. Risk Governance

Company has prepared and implemented policies and procedures to mitigate the risk at enterprises level arising
to the company and has inculcated risk culture among the employees by establishing ownership mentality,
capacity building programs, well defined job responsibilities and inhabiting good ethical culture.

Through its Risk Management Framework, the Company seeks to efficiently manage credit, market and liquidity
risks which arise directly through the Company’s commercial activities as well as operational, regulatory and
reputational risks which arise as a normal consequence of any business undertaking.

The Risk Management Committee is responsible for the establishment of, and compliance with, policies
relating to management risk, supply risk, production risk, demand risk and collection risk.
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The Company’s risk governance structure is such that the responsibility for maintaining risk within the
Company’s risk blanket is cascaded down from the Board to the appropriate functional, client business, senior
management and committees. Information regarding material risk issues and compliance with policies and
standards is communicated through the business, functional, senior management and committees.

iii. Risk Management Policy Guidelines

The Company does not have separate Risk Management Policy for overall risk management function.
However, the Company follows Nepal Rastra Bank’s Risk Management Guidelines, 2010 in order to provide a
framework for ensuring setting up of systematic Risk Management function at Shree Investment and Finance
Company limited. NRB’s “Risk Management Guidelines, 2010 is a foundation stone towards identification,
measurement, monitoring and control of all the major risks that the company is exposed. “Risk Management
Guidelines, 2010” of the NRB provides guidance for designing the Risk Management Process and the same
includes policies, standards, methodologies, procedures and limits for the implementation of the process.

iv.  Internal Control

The Board is responsible for ensuring the Company has appropriate internal control framework in place that
supports the achievement of the strategies and objectives. The various functions of the Company should be
looked upon with a view to establish a proper control mechanism is in place during expansion and growth
which enables it to maximize profitable business opportunities, avoid or reduce risks which can cause loss
or reputational damage, ensure compliance with applicable laws and regulations and enhance resilience to
external events.

The Board has set policies and procedures of risk identification, risk evaluation, risk mitigation and
control/monitoring, in line with the NRB directives has effectively implemented the same at the Company.

The effectiveness of the Company’s internal control system is reviewed regularly by the Board, its Committees,
Management and Internal Audit (outsourced to external party).

The Internal Audit monitors compliance with policies/standards and the effectiveness of internal control
structures across the Company through regular audit, Off Site review, AML/CFT/KYC audit and Risk based
Internal Audit (RBIA) approach. The audits observations are reported to the Chief Executive Officer and
Business Heads for initiating immediate corrective measures. Internal Audit reports are periodically forwarded
to the Audit Committee for review and the committee issues appropriate corrective action in accordance with
the issue involved to the respective department, regional offices or branch offices.

Risk Identified and its mitigation

[ | Credit Risk

Credit risk is the probability of loss of principal and reward associated with it due to failure of counterparty
to meet its contractual obligations to pay the Company in accordance with agreed terms. The Credit Policy
Guideline have been prepared in order to mitigate/minimize the credit risk of the Company through appropriate
monitoring and reporting framework established within the Company.

Company has implemented various System/ Policies/ Procedures/ Guidelines for the effective management of
Credit Risk. For the purpose of assessment of credit risk of the company, following activities were carried out:
¢ Current system/policies/procedures/guidelines formulated were gone through;
¢ Actual Exposure of credit limit product wise, segment wise were checked against Risk Appetite, tolerance
limit mentioned in Respective Product Paper Guidelines and Credit Policy;
Review of various reports prepared by the Departments such as Monitoring Report, Loan Overdue Report,
Loan Report, NRB reports and risk assessment reports.
Risk Management Committee (RMC) is ultimately the responsibility of the Board of Directors hence Overall
strategy as well as significant policies has to be reviewed by the board regularly. Further, Senior Management
is responsible for implementing the company’s credit risk management strategies and policies and ensuring that
procedures are put in place to manage and control credit risk and the quality of credit portfolio in accordance
with these policies.
Company has following framework in place for the management of credit risk:
¢ Board of Directors of the Company has approved Credit Policy.

¢ The Board of Directors has approved product papers which need to be approved by the Board of Directors as
per regulatory requirement.
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The Board level Risk Management Committee reviews various credit risks reported by the management and
recommends the Board for management of identified credit risk.

Credit Department directly manages accounts with sustained deterioration along with all collection related
activities.

Following major policies and procedural guidelines has been reviewed/approved and implemented to manage
the Credit Risk.

—  Credit Policy, 2070

—  Product paper for Financing in personal Housing Loan, SME loan, real estate loan and personal loan

—  Loan Write off Bylaws, 2073

—  Guidelines on Small and Medium Enterprises Loan

Further, the Company has Credit Departments in place which are responsible for performing prescribed
activities related to credit. Primary responsibility for management of credit risk lies with the Credit departments.
Department is also responsible to perform the activities as per existing internal control system established in
line with the prescribed policies, guidelines and procedures for management of credit risk.

Credit Risk Management is ultimately the responsibility of the Board of Directors Hence Overall strategy as
well as significant policies has to be reviewed by the board regularly. Further, Senior Management is responsible
for implementing the Company’s credit risk management strategies and policies and ensuring that procedures
are put in place to manage and control credit risk and the quality of credit portfolio in accordance with these
policies.

i Maximum exposure to credit risk

The Company has financial assets consisting mainly of loans & advances and investments at amortized cost. In
these cases, the maximum exposure to credit risk is the carrying amount of the related financial assets.

ii.  Credit quality of neither past due nor impaired nor past due or impaired

The table below shows the credit quality by class of asset for all financial assets exposed to credit risk, based on
the Company’s internal credit rating system.

Particulars

Neither past
due nor
impaired

Past due
less than 90
days

Past due 91
to 180 days

Past due
More han
180 days

Individually
impaired

|Total

Financial Assets

Assets carried at Amortised Cost

Cash and cash equivalent

Due from Nepal Rastra Bank

Placement with Bank and
Financial Institutions

Loans and advances

Fair Value through Profit
and Loss (FVTPL)

Derivative financial
instruments.

Fair Value through Other

Comprehensive Income
(FVTOCI)

Investment securities

Investment in subsidiaries

Total
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B Operational Risk

Operational Risk is defined as the risk of potential loss resulting from inadequate or failed internal processes,
people and systems or from the impact of external events, including legal risks for the company. Operational
Risk is pervasive across all the functions of the Company and is influenced by all resources, including human
resource, systems and procedural designs, deployed by the Company to carry out those functions. Operational
Risk can be caused by both internal and external sources such as fraud, business interruptions, system failures,
damage to physical infrastructure, failure in execution and service delivery, inherent risks in products,
customers, inadequacy in procedures or flawed process designs, and business practices. The risk can occur in
any business function or the business supporting functions.
The Company is committed to be governed with a strong culture of risk management and ethical business
practices and therefore to averse it from potentially damaging operational risk events and is in a sound position
to deal effectively with those events that do occur. The actions of the board and senior management, and
policies, processes and systems provide the foundation for a sound risk management culture
Company seek to minimize our exposure to operational risk by use of key control standards, key control self-
assessments and key risk indicators as toolkits to identify, assess, monitor and control operational risk events
through timely acknowledgement of emerging threats and underlying vulnerabilities. The Company shall also
ensure highest level of governance standards and adherence to Code of Conduct and robust compliance to all
regulatory as well as the Company’s internal policy, procedures and guidelines.
Effective policies, procedural guidelines and standard operating procedure are crucial tools for sound risk
management. Therefore, adequacy and effectiveness of the policies and procedures and their effective
implementation is closely monitored by the department to ensure that they have continuing relevance in line
with regulatory requirement and adjusts to dynamic risk environment of the industry.
Following major existing Policies/ guiding documents having close bearing with management of operation risk
has been reviewed/approved and implemented:
% Operating Manual for Cash Department, 2066

Branch/ Department Establishment and Operation Policy, 2073

KYC Policy and Manual, 2073

Internal Audit Manual, 2065

Investment Policy, 2070

Financial Administration By-law, 2073

Employee Service By-laws, 2074

Vehicle Policy, 2067

Election By Laws, 2064

Computer and Information Policy and Manual, 2066

Money laundering Policy and Manual, 2073

Cash Management Manual, 2066

Policy and Procedural guidelines for Anti-Money Laundering, 2076

Operation Guidelines, 2076

Operation Guidelines on Saving Account of each Nepali Citizens, 2076

Internal Audit Directive 2065

Corporate Social Responsibility Policy 2075

B Market Risk & Liquidity Risk

Market risk refers to the risk to a Company resulting from movements in market prices, in particular, changes
in interest rates, foreign exchange rates, and equity and commodity prices. Market risk is defined as the risk of
losses in on and off-balance sheet positions arising from movements in market prices. The risks subject to this
requirement are:

a. Interest Rate Risk: Interest rate risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market interest rates.

Currency Risk: Foreign exchange risk is the potential for the Company to experience volatility in the value of
its assets, liabilities and solvency and to suffer actual financial losses as a result of changes in value between
the currencies of its assets and liabilities and its reporting currency.
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Equity Price Risk: Equity price risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in equity prices (other than those arising from interest rate risk or currency
risk), whether those changes are caused by factors specific to the individual financial instrument or its issuer,
or by factors affecting all similar financial instruments traded in the market.
The major sources of market risk for the company are interest rate risk, currency risk and equity price risk.
Company identifies and manage these risks as per the laid down policies and procedures. The company
regularly assess and monitor the financial position and transaction of the Company. Movement of Company's
interest yield, cost and spread is calculated and analyzed on daily basis to identify, assess and mitigate possible
risk exposure.

In order to evaluate the liquidity position, Company has been calculating and evaluating liquidity ratio. Major
inflows/outflows having impact on the liquidity is monitored. Transactions which have material impact on the
liquidity position of the Company are communicated without any delay to relevant department that manages
fund. Also, regulatory limit of credit deposit position is also monitored.

The following table depicts the maturity profile of the investment portfolio on an undiscounted cash flow basis
which is designed and managed to meet the required level of liquidity as and when liquidity outgo arises,
taking into consideration the time horizon of the financial liabilities of the business.

Particulars

Less than 3
months

3to6
months

6 to 1 year

More than
1 year

Total

Assets

Cash and cash equivalent

1,009

1,009

Due from Nepal Rastra Bank

195

Placement with Bank and -
Financial Institutions

Derivative financial instruments.

Other trading assets

Loans and advances

Investment Securities

Investment in subsidiaries

Investment in associates

Other assets

Total

Liabilities

Due to Bank and Financial
Institutions

Due to Nepal Rastra Bank

Derivative financial instruments

Deposits from customers

Borrowing

Other liabilities

Debt securities issued
Total

Capital Management

Quialitative disclosures

The Company assesses and maintains primary and secondary capital as per Form No 1.1 and 1.2 provided in
NRB Directive 1.

The Company maintains an actively managed capital base to cover risks inherent in the business and is
meeting the capital adequacy requirements of the Nepal Rastra Bank. The adequacy of the Company’s capital
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is monitored using, among other measures, the rules and ratios established by the Basel Committee and adopted
by the Nepal Rastra Bank.

The Company’s policy is to maintain a strong capital base to maintain investor, creditor and market confidence
and sustain the future development of the business.

The Company has complied with Capital Adequacy requirement of the Nepal Rastra Bank.
The Company’s regulatory capital consists of the following elements

Tier 1 Capital or Core Capital, which includes Paid Up Capital, Statutory General Reserves, Capital Redemption
Reserve, Retained Earnings and deductions of Deferred Tax Assets, Miscellaneous expenditure not written off,
Investment in equity of institutions with financial interests

Tier 2 Capital or Supplementary Capital, which includes General Loan Loss Provision, Exchange Equalization
Reserves, Subordinated Term Debt, Investment Adjustment Reserve, Other Reserve

Regulatory minimum paid up capital
Finance companies were required by the Monetary Policy 2015/16 to attain a stipulated minimum paid up

capital of NPR 800 million by mid-July 2017. As on the reporting date, the Company’s paid up capital stood at
NPR 829.03 million (Previous Year NPR 810 Million) and is in compliance with the requirement.

Quantitative disclosures
Capital Structure and Capital Adequacy

Tier 1 capital and a breakdown of its components

(92}
Z

Particulars

This Year
(NPR in “000)

Previous Year
(NPR in “000)

Paid up Equity Share Capital

829,035

810,000

Irredeemable Non-cumulative preference shares

Share Premium

Proposed Bonus Equity Shares

Statutory General Reserves

202,146

179,762

Retained Earnings

89,366

106,340

Un-audited current year cumulative profit/(loss)

Capital Redemption Reserve

Capital Adjustment Reserve

Dividend Equalization Reserves

Other Free Reserve

Less: Goodwill

Less: Deferred Tax Assets

Less: Fictitious Assets

Less: Investment in equity in licensed Financial Institutions

Less: Investment in equity of institutions with financial interests

Less: Investment in equity of institutions in excess of limits

Less: Investments arising out of underwriting commitments

Less: Reciprocal crossholdings

Less: Purchase of land & building in excess of limit and unutilized

clR|ln|F|I0|=|0|Z2|2|0|Rl=|~[zZ|Q|m|o|o|la|m|»>

Less: Other Deductions

Adjustments under Pillar 11

SRP 6.4a(1)

Less: Shortfall in Provision

SRP 6.4a(2)

Less: Loans & Facilities extended to related parties and restricted lending

Core (Tier 1 Capital)

1,050,244

1,025,800
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S.N

Particulars

This Year
(NPR in “000)

Previous Year
(NPR in “000)

Cumulative and/or Redeemable Preference Share

Subordinated Term Debt

Hybrid Capital Instruments

General loan loss provision

Exchange Equalization Reserve

Investment Adjustment Reserve

Asset Revaluation Reserve

Sjoe || |aa]lo |o |

Other Reserves

Total Supplementary Capital

The Company has not issued any subordinated term debt.

Total qualifying capital

SN

Particulars

This Year
(NPR in “000)

Previous Year
(NPR in “000)

A

Core Capital

1,050,244

1,025,800

B

Supplementary Capital

43,188

44,176

Total Qualifying Capital (Total Capital Fund)

1,093,432

1,069,976

Capital Adequacy Ratio

Particulars

This Year
Ratio (%)

Previous Year
Ratio (%)

Core Capital

18.69

20.76

Supplementary Capital

0.77

0.90

Total Qualifying Capital (Total Capital Fund)

19.46

21.66

Summary of Company’s internal approach to assess the adequacy of capital to support current
and future activities, if applicable

The Company prepares Budget and Strategy and to achieve the long term plans the Company prepares annual
Budgets/ Operating/ Tactical plans as stipulated in the Budget Policy and strategy Document of the Company.
To ensure that the Company’s capital adequacy commensurate to demand of the Company’s capital required by
the business planning, the Management and the Board prudently and proactively engage on ongoing process of
capital and risk assessment, stress testing and scenarios testing, monitoring and reporting.

The Company follows Stress Testing Guidelines issued by Nepal Rastra Bank in order to assess the vulnerability
of the Company under various stress situations typically, application of “what if” scenarios, especially in the
problematic identification of low frequency but high severity events and identifying expected and unexpected
losses. It focuses on capturing the impact of large, but still plausible events and understanding the overall risk
profile in a coherent and consistent framework, including impact analysis on earnings, solvency and liquidity.

Summary of the terms, conditions and main features of all capital instruments, especially in
case of subordinated term debts including hybrid capital instruments

Ordinary share capital: The Company has only one class of equity shares having a par value of NPR 100
per share. Each holder of equity shares is entitled to one vote per share. In the event of liquidation of the
Company, holder of equity shares will be entitled to receive remaining assets of the Company after distribution
of preferential amount. The distribution will be in proportion to the number of equity shares held by the
shareholders.
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Risk weighted exposures for Credit Risk, Market Risk and Operational Risk

S.N.

Risk Weighted Exposure

Amount in NPR ‘000’

A Risk Weighted Exposure for Credit Risk

4,592,503

B Risk Weighted Exposure for Operational Risk

1,026,455

C Amount to be maintained for Market Risk

Total Risk Weighted Exposure

5,618,958

Risk Weighted Exposure for Credit Risk
At the month end of Ashadh, 2077

A. Balance Sheet Exposures

Book Value

Specific
Provision

Eligible CRM

Net Value

Risk Weight

Risk
Weighted
Exposures

A

b

C

d=a-b-c

f=d*e

Cash Balance

81,591.01

81,591.01

0%

Balance With Nepal Rastra Bank

195,228.35

195,228.35

0%

Gold

0%

Investment in Nepalese Government Securities

449,200.00

449,200.00

0%

All Claims on Government of Nepal

0%

Investment in Nepal Rastra Bank securities

0%

All claims on Nepal Rastra Bank

0%

Claims on Foreign Government and Central Bank (ECA 0-1)

0%

Claims on Foreign Government and Central Bank (ECA -2)

20%

Claims on Foreign Government and Central Bank (ECA -3)

50%

Claims on Foreign Government and Central Bank (ECA-4-6)

100%

Claims on Foreign Government and Central Bank (ECA -7)

150%

Claims On BIS, IMF, ECB, EC and MDB's recognized by the framework

0%

Claims on Other Multilateral Development Banks

100%

Claims on Domestic Public Sector Entities

100%

Claims on Public Sector Entity (ECA 0-1)

20%

Claims on Public Sector Entity (ECA 2)

50%

Claims on Public Sector Entity (ECA 3-6)

100%

Claims on Public Sector Entity (ECA 7)

150%

Claims on domestic banks that meet capital adequacy requirements

927,440.93

927,440.93

20%

185,488.19

Claims on domestic banks that do not meet capital
adequacy requirements

100%

Claims on foreign bank (ECA Rating 0-1)

20%

Claims on foreign bank (ECA Rating 2)

50%

Claims on foreign bank (ECA Rating 3-6)

100%

Claims on foreign bank (ECA Rating 7)

150%

Claims on foreign bank incorporated in SAARC region
operating with a buffer of 1% above their respective
regulatory capital requirement

20%

Claims on Domestic Corporates

1,327,103.44

1,327,103.44

100%

1,327,103.44

Claims on Foreign Corporates (ECA 0-1)

20%

Claims on Foreign Corporates (ECA 2)

50%

Claims on Foreign Corporates (ECA 3-6)

100%

Claims on Foreign Corporates (ECA 7)

150%

Regulatory Retail Portfolio (Not Overdue)

1,079,457.15

44,228.43

1,035,228.72

75%

776,421.54

Claims fulfilling all criterion of regularity retail except granularity

217,809.03

217,809.03

100%

217,809.03

Claims secured by residential properties

835,155.26

835,155.26

60%

501,093.16

Claims not fully secured by residential properties

150%

Claims secured by residential properties (Overdue)

9,669.20

9,669.20

100%

9,669.20

Claims secured by Commercial real estate

673,293.20

673,293.20

100%

673,293.20

Past due claims (except for claims secured by residential properties)

21,687.32

19,751.66

1,935.66

150%

2,903.49

High Risk claims

255,500.00

255,500.00

150%

383,250.00
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Lending Against Securities (Bonds & Shares)

254,019.84

254,019.84

254,019.84

Investments in equity and other capital instruments of
institutions listed in stock exchange

49,363.14

49,363.14

49,363.14

Investments in equity and other capital instruments of
institutions not listed in the stock exchange

752.50

752.50

1,128.75

Staff loan secured by residential property

33,545.52

33,545.52

16,772.76

Interest Receivable/claim on government securities

5,655.79

5,655.79

Cash in transit and other cash items in the process of collection

Other Assets (as per attachment)

194,137.55

194,137.55

194,137.55

TOTAL (A)

6,610,609.23

19,751.66

44,228.43

6,546,629.14

4,592,453.29

B. Off Balance Sheet Exposures

Book Value

Specific
Provision

Eligible CRM

Net Value

Risk Weight

Risk
Weighted
Exposures

Exposures

Revocable Commitments

Bills Under Collection

Forward Exchange Contract Liabilities

LC Commitments With Original Maturity Upto 6
months domestic counterparty

Foreign counterparty (ECA Rating 0-1)

Foreign counterparty (ECA Rating 2)

Foreign counterparty (ECA Rating 3-6)

Foreign counterparty (ECA Rating 7)

LC Commitments With Original Maturity Over 6
months domestic counterparty

Foreign counterparty (ECA Rating 0-1)

Foreign counterparty (ECA Rating 2)

Foreign counterparty (ECA Rating 3-6)

Foreign counterparty (ECA Rating 7)

Bid Bond, Performance Bond and Counter guarantee
domestic counterparty

Foreign counterparty (ECA Rating 0-1)

Foreign counterparty (ECA Rating 2)

Foreign counterparty (ECA Rating 3-6)

Foreign counterparty (ECA Rating 7)

Underwriting commitments

Lending of Bank's Securities or Posting of Securities as collateral

Repurchase Agreements, Assets sale with recourse

Advance Payment Guarantee

Financial Guarantee

Acceptances and Endorsements

Unpaid portion of Partly paid shares and Securities

Irrevocable Credit commitments (short term)

Irrevocable Credit commitments (long term)

Claims on foreign bank incorporated in SAARC region
operating with a buffer of 1% above their respective
regulatory capital requirement

Other Contingent Liabilities

Unpaid Guarantee Claims

TOTAL (B)

100.00

100.00

50.00

Total RWE for credit Risk Before Adjustment (A) +(B)

6,610,709.23

19,751.66

44,228.43

6,546,729.14

4,592,503.29

Adjustments under Pillar 11

Total RWE for Credit Risk after Bank's adjustments
under Pillar 11

6,610,709.23

19,751.66

44,228.43

6,546,729.14

4,592,503.29
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Risk Weighted Exposure for Operational Risk

At the quarter end of Asadh, 2077

(NPR in '000)

w
Z

Particulars

Fiscal Year

2073/074

2074/075

2075/076

Ju—

Net Interest Income

132,611.37

187,720.56

255,182.92

Commission and Discount Income

638.77

1,377.12

1,040.49

Other Operating Income

19,511.29

40,092.17

37,734.93

Exchange Fluctuation Income

Addition/Deduction in Interest Suspense during the period

334,116.94

449,729.39

593,154.39

Gross income (a)

486,878.37

678,919.23

887,112.73

Alfa (b)

15%

15%

15%

Fixed Percentage of Gross Income [c=(axb)]

73,031.75

101,837.89

133,066.91

Ol || ]|WwW]ND

Capital Requirement for operational risk (d) (average of ¢)

102,645.52

—
(=]

Risk Weight (reciprocal of capital requirement of 10%) in times ()

10

11

Equivalent Risk Weight Exposure [f=(dxe)]

1,026,455.16

SRP 6.4a (8) Adjustments under Pillar 11 (1f Gross Income for the last three years is negati

Total Credit and Investment (net of Specific Provision) of related month -

Capital Requirement for Operational Risk (5% of net credit and investment) -

Risk Weight (reciprocal of capital requirement of 11%) in times

9.09

Equivalent Risk Weight Exposure (g)

Equivalent Risk Weight Exposure [h=f+g]

1,026,455

c)

Amount of NPAs (both Gross and Net)

FY 2018-19
Amount in NPR ‘000’

FY 2019-20
Amount in NPR ‘000’

Particulars
Gross

NPAs

Provision

Gross

NPAs Net NPAs

Net NPAs Provision

Restructured / Reschedule Loans -

Sub Standard Loans 1,511

1,133 1,000

Doubtful Loans 20,942

10,471

Loss 8,903

- 5,704

Total NPAs 31,356

11,604 6,704
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Classification of financial assets and financial liabilities

Financial assets

As at 15 July 2020

As at 16 July 2019

Carrying
Value

Fair value

Carrying
Value

Fair value

Assets

Assets carried at Amortised Cost

Cash and cash equivalent

1,009,031,937

1,009,031,937

1,092,634,104

1,092,634,104

Due from Nepal Rastra Bank

195,228,350

195,228,350

187,089,245

187,089,245

Placement with Bank and Financial
Institutions

Loans and advances to customers

4,431,632,137

4,431,632,137

4,092,558,339

4,092,558,339

5,635,892,423

5,635,892,423

5,372,281,688

5,372,281,688

Fair Value through Profit and Loss (FVTPL)

Derivative financial instruments.

Fair Value through Other Comprehensive
Income (FVTOCI)

Investment securities

543,823,909

543,823,909

319,030,072

319,030,072

Investment in subsidiaries

543,823,909

543,823,909

319,030,072

319,030,072

Liabilities

Liabilities carried at Amortised Cost

Due to Bank and Financial Institutions

199,640,747

199,640,747

420,473,867

420,473,867

Due to Nepal Rastra Bank

35,396,658

35,396,658

66,835,154

66,835,154

Deposits from customers

5,062,946,753

5,062,946,753

4,315,288,696

4,315,288,696

Debt securities issued

5,297,984,158

5,297,984,158

4,802,597,718

4,802,597,718

Fair Value through Profit and Loss (FVTPL)

Derivative financial instruments

4.19

531

Fair Value Hierarchy of Financial Assets and Financial Liabilities

Amount in NPR

Fair value

Hierarchy As at 15 July

As at 16 July

(Level)

2020

2019

Fair Value through profit and loss

Financial Assets

Forward exchange Contract held for trading

Financial Liabilities

Forward exchange Contract held for trading

Fair Value through Other Comprehensive Income

Financial assets

Investment securities at OCI

- Quoted equity securities

88,215,620

64,770,414

- Unquoted equity securities

752,500

752,500

Investment in subsidiaries

Total

88,968,120

65,522,914

Financial Instruments held at amortised cost
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As at 15 July
2020

As at 16 July
2019

Financial assets

Debt securities

Government bonds

454,855,789

253,507,158

Government treasury bills

Nepal Rastra Bank bonds

Loan and advances to B/FIs

213,345,000

183,645,000

Loans and advances to customers

4,431,632,137

4,092,558,339

Accounts receivable

960,800

1,556,540

Accrued Income

Total

5,100,793,726

4,531,267,037

Financial liabilities

Due to Bank and Financial Institutions

199,640,747

420,473,867

Due to Nepal Rastra Bank

35,396,658

66,835,154

Deposits from customers

5,062,946,753

4,315,288,696

Borrowing

Provisions

Other liabilities

58,373,150

66,448,679

Debt securities issued

Subordinated Liabilities

WIW[W]|W | W|[W]W]|Ww

Total

5,336,357,308

4,869,046,396

Segment Analysis

General Information

The Company’s segmental reporting is in accordance with NFRS 8, Operating Segments. Operating
segments are reported in a manner consistent with the internal reporting provided to the company’s top
level management, which is responsible for allocating resources and assessing performance of the operating

segments.

Information about profit or loss, assets and liabilitie

In NPR

Particulars

Head Office

Branch Offices

Total

Revenue from external customers

434,130,241

339,989,819

774,120,060

Intersegment revenues

Net Revenue

434,130,241

339,989,819

774,120,060

Interest Revenue

407,601,752

323,786,124

731,387,876

Interest Expenses

254,101,230

217,901,550

472,002,781

Net Interest revenue

153,500,522

105,884,573

259,385,096

Depreciation and amortization

3,507,471

2,637,395

6,144,866

Segment profit/(loss)

104,780,909

52,775,841

157,556,750

Entity’s interest in the profit or loss of

associates accounted for using equity method

Impairment of assets

31,947,494

47,168,324

79,115,817

Segment assets

3,760,710,840

2,762,718,953

6,523,429,793

Segment liabilities

2,841,506,213

2,524,288,986

5,365,795,198
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5.4.3 Reconciliation of reportable segment revenues, profit or loss, assets and liabilities

Revenue Amount
Total revenue for reportable segments 774,120,059.96
Other revenues -

Elimination of intersegment revenues -
Entity's revenues 774,120,059.96

Profit or loss
Total profit or loss for reportable segment 157,556,750
Other profit or loss

Elimination of intersegment profits

Unallocated amount
Profit before income tax 157,556,750

Assets
Total assets for reportable segments 6,523,429,793

Other assets -

Unallocated amounts -
Entity's assets 6,523,429,793

Liabilities
Total liabilities for reportable segments 5,365,795,198
Other liabilities -
Unallocated liabilities -
Entity's liabilities 5,365,795,198

Information about major customers
The Company does not have any major customers which accounts for more than 10% of entity’s revenue.

Share Options and Share based Payment

The Company does not have a policy for share options to its employees. Similarly, during the year the Company
has not made any payments or settlements by issuing new shares to its employees.

Contingent Liabilities and Capital Commitment
Details of contingent liabilities and commitments are given in note 4.28.

Income Tax Liability

The Company has received assessment order from Inland Revenue Department (IRD) on the income tax return
filed under self-assessment for the financial year 2051/52, 2052/53, and 2053/54 assessing additional tax
liability of Rs 1,070,247.98 The Company had appealed against assessment order received from tax office in
Revenue Tribunal depositing Rs 816,045.23 as advance tax and security deposit. The case was decided in favor
of the Company by Revenue Tribunal on Chaitra 2059 and in certain aspects by Supreme Court. Letter was sent
to Inland Revenue Department, Babar Mahal for adjustment of remaining amount Rs 254,202.75 which has
been disclosed as Contingent liability in Note 4.28.

The Company has filed tax returns to the IRD up to the financial years 2075/76 under self-assessment procedures
and assessment up to FY 2072-73 has been completed by IRD.
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Related Party Disclosures
The Company identifies the following as the related parties under the requirements of NAS 24.
Name Relationship

Sashi Raj Pandey Chairman
Samson J.B. Rana Director
Umesh Bhagat Pradhananga Director
Ram Krishna Sharma Wagle
Mabhesh Pd. Adhikari

Lilamani Neupane, Chief Executive Office

Director
Director

Key Managerial Personnel

Board Member Allowances and Facilities

The Board of Directors have been paid meeting fees of NPR 5,59,900 during the fiscal year. There were 12
Board Meetings conducted during the fiscal year.

The Chairperson and other members of the Board are paid NPR 9,000 and NPR 8000 per meeting respectively
for Board meeting.

The composition of Board of Directors is as follows:
Name of the Director
Sashi Raj Pandey

Samson J.B. Rana

Position
Chairman
Director
Umesh Bhagat Pradhananga Director
Ram Krishna Sharma Wagle Director
Mahesh Pd. Adhikari

The Board Members have not been provided with any facilities other than meeting allowances.

Director

Amount paid to Chief Executive Officer

The Board of Directors have appointed Mr. Lilamani Neupane as Chief Executive Officer of the Company with
effect from 2072/12/29 for the period of 4 years. CEO has been paid a total of NPR. 7,028,125 and has been
provided vehicle facility for official purpose.

The Salary and benefits paid to the CEO are as follow:

Basic Salary

Provident
Fund

Allowance

Bonus &
Welfare

Other
Perquisites

Total Income

3,499,833

349,983

925,000

2,253,309

7,028,125

Compensation Details for Key Management Personnel

Key Management Personnel includes members of Management Committee of the Company and includes the
following members;

Name

Designation
Sashi Raj Pandey Chairman
Samson J.B. Rana Director
Umesh Bhagat Pradhananga Director
Ram Krishna Sharma Wagle
Mahesh Pd. Adhikari

Lilamani Neupane

Director
Director
Chief Executive Officer
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The compensation paid to the Key Management Personnel is as below:

Amount in NPR
559,900
7,028,125
7,588,025

# Particulars

1 Compensation to members of BOD

2 Compensation to CEO
Total of Key Management Personnel Compensation

Events after reporting date

The Company monitors and assesses events that may have potential impact to qualify as adjusting and / or
non-adjusting events after the end of the reporting period. All adjusting events are adjusted in the books with
additional disclosures and non-adjusting material events are disclosed in the notes with possible financial
impact, to the extent ascertainable.

There are no material events that have occurred subsequent to 15 July 2020 till the signing of this financial
statement on 03 December 2020.

Non-Banking Assets

Non-current assets (such as property) and disposal groups (including both the assets and liabilities of the
disposal groups) are classified as held for sale and measured at the lower of their carrying amount and fair
value less cost to sell when: (i) their carrying amounts will be recovered principally through sale; (ii) they are
FVTOCTI in their present condition; and (iii) their sale is highly probable. Non-Banking Assets (NBA) has been
shown under investment property. It has been recognized at lower of fair value or amount due at the time of
assumption of NBA.
Immediately before the initial classification as held for sale, the carrying amounts of the assets (or assets and
liabilities in a disposal group) are measured in accordance with the applicable accounting policies described
above.

In NPR

Date of assuming

Name of Borrowers

Non-Banking Assets

As at 15 July 2020

As at 16 July 2019

Kamal Khawas

13th July 2003

701,250

701,250

Shambhu Thapa

19th June 2008

300,000

300,000

1,001,250

1,001,250

Movement of Non-Banking Assets

Particulars

2019/20

2018/19

Outstanding Balance as at 16 July 2019
Add: Assets accepted during the year

Less: Assets sold during the year

Less: Net Changes in fair value
Outstanding Balance as at 15 July 2020

Maturity Analysis

Maturity analysis of assets and liabilities analyzed according to when they are expected to be recovered or
settled. Trading assets and liabilities including derivatives have been classified to mature and/or be repaid within
12 months, regardless of the actual contractual maturities of the products. With regard to loans and advances to
customers, the Company uses the same basis of expected repayment behavior as used for estimating the EIR.
Issued debt reflect the contractual coupon amortizations.

Operating Lease Commitments

The Company leases a number of branch and office premises under operating leases. These leases have an
average life of between three and ten years. Lease payments are increased every two years to reflect market
rentals. No contingent rent is payable.
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Future minimum lease payments under non—cancellable operating leases as at the reporting date are as follows:

In NPR

Particulars

Year ended 15 July 2020

Year ended 16 July 2019

Within 1 year

7,269,397

4,937,520

Later than 1 year and no later than 5 years

24,594,954

15,892,829

Later than 5 years

10,883,344

16,139,142

42,747,695

36,969,491

The amount of operating lease expenses recognized in profit or loss amounts to NPR 6,158,416 and NPR
4,860,991 for the FY 2019/20 and FY 2018/19 respectively. Lease Equalization Reserve of NPR 422,691 and
NPR 583,557 have been presented in other liabilities of FY 2019/20 and FY 2018/19 respectively.

Earnings per share

The Company measures earning per share on the basis of the earning attributable to the equity sharcholders 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.

Year ended
16 July 2019

129,926,269
8,100,000

Year ended
15 July 2020

111,921,042
8,290,350

Particulars Units

NPR.
Nos.

Profit attributable to equity shareholders (a)

Weighted average of number of equity shares used in computing
basic earnings per share (b)

13.50 16.04

As there are no potential ordinary shares that would dilute current earning of equity holders, basic EPS and
diluted EPS are equal for the period presented.

Basic and diluted earnings per equity share of Rs 100 each (a/b) Rs

Unpaid Dividends
As at the reporting date, unpaid dividend over five years are as follows.
NPR. '000

As at 16 July 2019

Particulars As at 15 July 2020
726 752
4,841 -

5,568 752

Not collected for more than 5 years

Not collected up to 5 years
Total

Weighted Average Interest Rate Spread

As at the reporting date, unpaid dividend over five years are as follows.

NPR. '000

As at 16 July 2019
9.54
14.16 14.44
4.81 4.90

Above yield and cost is calculated based on the annual average volume of loans, investments, deposits and
bonds/borrowings.

Particulars As at 15 July 2020

9.35

Cost on deposit liabilities

Yield on loans and advances

Net spread

Employees Training and Development Fund

NRB Circular 10/073/74 requires banks and financial institutions to incur expenses towards employee training
and development equivalent to at least 3% of the preceding year’s total staff expenses. However, exemption
was provided for the same for the FY 2076/77. The expenses for the year out of the last year reserve is
NPR 194,438. The closing balance of employees training and development fund is NPR 396,204.15. In the
subsequent year, balance in this fund will be reclassified to Retained Earnings and recognized as Personnel
Expense in the Statement of Profit or Loss.
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Particulars Amount (NPR)
Opening Balance 590,642
Addition during the Year -

Less: Training Expenses for the year 194,438
Unutilized Amount 396,204

Corporate Social Responsibility

NRB Circular 11/073/74 requires banks and financial institutions to create Corporate Social Responsibility
Fund and annually appropriate an amount equivalent to 1% of net profit into this fund. The fund is created
towards covering the Company’s expense in CSR activities in the subsequent year. Accordingly, the Company
appropriated NPR 1,119,210 to this fund for the reported period. In subsequent year, balance in this fund will
be reclassified to Retained Earning and recognized as CSR Expense in the Statement of Profit or Loss.

Corporate Social Responsibility Expense- The expenses for the period on Corporate Social Responsibility
amounts to NPR 1,237,959.

Particulars Amount NPR
Opening Balance 2,045,247
Add: 1% of Net Profit of this year 1,119,210
Less: Expenses for this year (1,237,959)
Closing Balance 1,926,498

Regulatory Reserve

As required by NRB directive # 4, the Company has created Regulatory Reserve and movement of reserve
during the year is as follows:

Particulars Amount (NPR) Amount (NPR)
Opening Balance 7,333,383
Transfer to/from Reserve

Interest receivable (-)/previous accrued interest received (+) 4,621,292

Transfer of provision created on investment 4,386,259
Closing balance 7,568,417
Interest receivable includes Rs. 12,607,338.08 received after Ashad end 2077 till Aswin end 2077. Rs.
4,621,292 (Previous Year Rs. 1,292,153) has been credited to regulatory reserve from interest receivable of Rs.
12,860,773.97 after deducting outstanding interest on bad loan (Rs. 34,74,353) net of bonus & taxes.

Reserve on Investment was created last year due to change in value of Investment below cost price which is
now transferred to retained earnings as this reserve is not required as per NRB Directive and changes in price
is adjusted through fair value reserve.

Provision for Employee Bonus

The Company has provided NPR 17,506,306 (Previous year NPR 20,599,176) as employee bonus computed
at 10% of profit before tax.

Proposed Distributions (Dividend and Bonus Shares)

The Board of directors in its meeting dated 03 December 2020 has passed a resolution recommending for
distribution of bonus shares (stock dividend) at 7.37% and cash dividend at 3.16% of paid up capital as at July
15, 2020.

Particulars 31 Ashadh 2077 31 Ashadh 2076

Cash Dividend Declared 26,197,506.00 86,265,000

Bonus Shares 61,099,879.50 19,035,000

Total 87,297,385.50 105,300,000
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Impact of COVID-19 on the performance of the Company since the last quarter of 2019-20 and
Compliance with the Circulars issued by NRB

The Covid-19 pandemic has impacted most of the countries, including Nepal. This resulted in countries
announcing lockdown and quarantine measures that sharply stalled economic activity. The Government of
Nepal initiated a nation-wide lockdown from March 24, 2020 which was extended to July 21, 2020 and again a
prohibitory order was imposed for 3 weeks till September 2, 2020. Several countries took unprecedented fiscal
and monetary actions to help alleviate the impact of the crisis. The Nepal Rastra Bank (NRB) has announced
several measures to ease the financial system stress, including enhancing system liquidity, moratorium of three
months on loan repayments for specific borrower segments, asset classification standstill benefit to overdue
accounts where a moratorium has been granted and relaxation in liquidity coverage requirement, among others.
The Nepalese economy would be impacted by this pandemic with contraction in industrial and services output
across small and large businesses. The Company’s business is expected to be impacted by lower business
opportunities and revenues in the short to medium term. The impact of the Covid-19 pandemic on Company’s
results, including credit quality and provisions, remains uncertain and dependent on the spread of Covid-19,
further steps taken by the government and the central bank to mitigate the economic impact, steps taken by the
Company and the time it takes for economic activities to resume at normal levels. The Company’s capital and
liquidity position is strong and would continue to be the focus area for the Company during this period.

NRB has directed banks and financial institutions to reduce interest rate on bank loans by 2% points for
the purpose of reducing adverse impacts caused by COVID-19. The fourth quarterly calculation of interest
amount for this fiscal year has to be done by reducing the 2% interest rate on the prevailing rate of interest.
In compliance with the directive issued by NRB to the BFIs to provide interest rebate to the borrower, the
company has provided total interest rebate of Rs. 22,060,668.83 to its borrowers.

Details of shareholders holding more than 0.5%
Details of shareholders holding more than 0.5% of total shares during the year is as follows:

SN Shareholder's Name Number of Percentage Amount (Rs.)
Shares

Promoter Shareholders

Sashi Raj Pandey 831,469 10.03 83,146,900

Dinesh Raj Joshi 753,807 9.09 75,380,700

Rabendra Raj Pandey 437,994 5.28 43,799,400

Chandra Lekha Pandey 393,474 4.75 39,347,400

Samson Jung Bahadur Rana 341,201 4.12 34,120,100

Saurav Pant 259,405 3.13 25,940,500

Nirmal Nath Pandey 140,611 1.70 14,061,100

Meeta Shah Rana 132,768 1.60 13,276,800

Nl ecl IEN I e IV, T B SN OSSO0 Bl

Govinda Ballav Bhatta 126,446 1.53 12,644,600

—_
(=]

Rajesh Kumar Aagrawal 100,358 1.21 10,035,800

—
—_

Samaksha Nath Pant 98,110 1.18 9,811,000

—_—
[\S]

Sujan Pant 94,988 1.15 9,498,800

—_
W

Bimal Senchury 92,160 1.11 9,216,000

—_
N

Dharma Raj Shrestha 83,905 1.01 8,390,500

—
(9]

Nawa Durga Trading Concern 78,684 0.95 7,868,400

—
[o)}

Jyoti Kumari Sarawagi 68,193 0.82 6,819,300

—_
3

Rana Bahadur Shah 63,332 0.76 6,333,200

—
o]

Ambika Shah 57,614 0.69 5,761,400

—
O

Bishnu Prasad Shah 57,348 0.69 5,734,800

[\
(=]

Sanjay Man Baisyat 43 443 0.52 4,344,300
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Public Shareholders

21 | Gauri Shrestha 149,864 14,986,400
22 | Citizen Investment Trust 116,681 11,668,100
23 | Trishakti Jung Bahadur Rana 94,341 9,434,100
24 | Prudential Capital Management Pvt Ltd 68,309 6,880,900
25 | Kamal Shrestha 67,792 6,779,200
26 | Firoj KC Shrestha 66,496 6,649,600
27 | Amrita Upreti 65,396 6,539,600
28 | Sabina Malla Shah 57,560 5,756,000
29 | Siva Sharan KC 52,733 5,273,300
30 | Amir Das Ranjit 43,827 4,382,700
31 | Atma Ram Ghimire 41,401 4,140,100

5.22  Principal Indicators

Ratio Indicators FY FY FY FY FY
2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20

1. Net Profit/Gross Income Percent 16.41 39.36 18.08 19.50 15.30
2. Earnings Per Share (as per NAS 33 - Earning per Share) | NPR 13.76 37.81 11.47 16.04 13.50
3. Market Value Per Share NPR 311.00 383.00 383.00 157.00 159.00
4. Price Earnings Ratio Ratio 22.60 10.13 33.39 9.79 11.78
5. Dividend (including bonus) on Share Capital Percent 11.05 26.57 10.00 13.00 -
6. Cash Dividend on Share Capital Percent 0.55 - 8.77 10.65 -
7. Interest Income/Loans and Advances Percent 11.54 11.64 14.25 15.41 15.48
8. Staff Expenses/Total Operating Expenses Percent 52.43 55.35 51.10 60.20 62.59
9. Interest Expenses/Total Deposits and Borrowings Percent 6.58 5.97 8.60 8.80 8.97
10. Exchange Gain/Total Income Percent - - - - -
11. Staff Bonus/Total Staff Expenses Percent 26.63 54.57 37.26 33.17 24.39
12. Net Profit / Total Loan Percent 2.08 4.58 2.58 3.00 2.37
13. Net Profit / Total Assets Percent 1.38 3.14 1.85 2.17 1.72
14. Loans / Deposits Percent 80.02 85.48 95.77 93.31 89.77
15. Operating Expenses/ Total Assets Percent 1.41 1.49 1.53 1.72 1.76
16. Capital Adequacy (On Risk Weighted Assets)
Core Capital Percent 12.53 17.97 21.62 20.76 18.69
Supplementary Capital Percent 0.83 0.90 0.89 0.90 0.77
Total Capital Fund Percent 13.37 18.79 22.51 21.66 19.46
17. Liquidity (CRR) Percent 0.35 0.36 0.34 0.29 0.28
18. Non-Performing Credit/Total Credit Ratio 0.08 0.25 0.17 0.14 0.67
19. Weighted Average Interest Rate Spread Percent 4.96 4.96 4.60 4.90 4.81
20. Book Net Worth NPR (in lakhs) 3,257 6,532 9,705 11,211 11,576
21. Book Net Worth per share 133.98 127.23 119.81 138.41 139.64
22. Number of Shares No. 2431000 | 5134274 | 8100000 [ 8100000 | 8290350
23. Number of Staff No. 27.00 66.00 68.00 82.00 83.00
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Comparison of Unaudited and Audited Financial Statements

NPR'000

Statement of Financial
Position

As per
unaudited
Financial
Statement

As per Audited
Financial
Statement

Variance

In amount

Reasons for Variance

Assets

Cash and cash equivalent

1,009,031.94

1,009,031.94

Due from Nepal Rastra Bank

195,228.35

195,228.35

Placement with Bank and
Financial Institutions

Derivative financial
instruments.

Other trading assets

Loan and advances to B/FIs

213,345.00

213,345.00

- 0.00%

Loans and advances to
customers

4,439,425.31

4,431,632.14

(7,793.17) -0.17%

NFRS adjustment of interest
receivables

Investment securities

512,241.70

543,823.91

31,582.21 6.17%

NFRS adjustments (Fair Value)

Current tax assets

4,219.94

5,512.41

1,292.47 30.62%

Investment in subsidiaries

Investment in associates

Investment property

Property and equipment

117,545.01

117,545.01

(0.00)

Goodwill and Intangible assets

1,680.89

1,680.89

0.00

Deferred tax assets

Other assets

10,853.46

5,630.15

(522331)| -48.13%

Reclassification adjustments

Total Assets

6,503,572

6,523,430

19,858

Liabilities

Due to Bank and Financial
Institutions

403,353.43

199,640.75

(203,712.68)

Reclassification adjustments

Due to Nepal Rastra Bank

35,396.66

35,396.66

Derivative financial
instruments

Deposits from customers

4,859,221.35

5,062,946.75

203,725.40

Reclassification adjustments

Borrowing

Current Tax Liabilities

Provisions

Deferred tax liabilities

3,483.82

9,437.89

5,954.07 170.9%

NFRS Adjustments

Other liabilities

61,984.92

58,373.15

(3,611.77) -5.82%

Reclassification adjustments

Debt securities issued

Subordinated Liabilities

Total Liabilities

5,363,440

5,365,796

2,356

Equity

Share capital

829,035

829,035.00

Share premium

Retained earnings

74,478.93

89,365.99

14,887.06

Change in net profit and NFRS
adjustments

Reserves

236,617.50

239,233.61

2,616.11

Change in net profit and NFRS
adjustments

Total equity attributable to equity
holders

1,140,131

1,157,634

17,503

Total liabilities and equity

6,503,572

6,523,430

19,858
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As per

Statement of Financial unaudited
Position Financial

Statement

As per Audited Variance
Financial Reasons for Variance

Statement In amount In %

Interest income 736,375 731,388 (4,987) -0.68% | Interest income recognized on accrual
basis

Interest expense 472,003 472,003 - 0.00%
Net interest income 264,372 259,385 (4,987) -1.89%
Fee and commission income 38,077 38,077 - 0.00%
Fee and commission expense 311 27 (284) -91.4%

Net fee and commission 37,766 38,050 (284)
income

Other operating income 4,660 4,655 5) -0.10% | Reclassification adjustment
Total operating income 306,799 302,091 (4,708) -1.53%

Impairment charge/(reversal) 29,836 29,836 - 0.00%
for loans and other losses

Net operating income 276,963 272,255 (4,708) (1.69%0)
Personnel expenses 71,522 71,787 265 0.37% | Actuarial Adjustments
Depreciation 6,145 6,145 - 0.00%
Other operating expenses 36,789 36,767 (22) -0.06% | Reclassification adjustments
Operating profit 162,507 157,557 (4,950) (3.04%)
Non-operating income/expense
Profit before tax 162,507 157,557 (4,950) (3.04%)
Income tax 48,752 45,635 (3,117) (6.39%) | Impact of change in profit before tax
Profit /(loss) for the period 113,755 111,921 (1,834) (1.61%)

Ramesh Kathayat Lilamani Neupane Ram Krishna Sharma Wagle Mahesh Pd. Adhikari
Chief Financial Officer Chief Executive Officer Director Director

Umesh Bhagat Pradhananga Samson JB Rana Sashi Raj Pandey As per our report of even date
Director Director Chairman Shashi Satyal
Partner
PKF T R Upadhya & Co.
Place: Kathmandu Chartered Accountants
Date: December 03, 2020
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