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AT A= Gord THIT TAeT AT AT FATRETHT T T TS B | 97 gAfed foer qoi00 asiaf@ ar
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T T TR TR B, | TR, T a7 T 1 HATT 059 6T FA FAThT Y. Fqerd & o |
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I HAA qST . R FATE] WA ekl AT qIT IgTeddls [T FFe=gHl, Tqel el daad 3 /.7.91.5
feqq AT ASIRAAS AT AUHT aW TS, TaAIR [oTedl FEATAT T.91.aST ¥ 918 SUSTHAAEIT HigaT
FIFEEATS, T oTeal TRTET 3. /A9 el . 9% fasmdy fead faywor yreq aqears, qasr ffear geed
IHAT AL 7 & I TR FAET Tguriataes Rt faendiesdrs, #Toarvet fear 1. 7. 9.97.97 7.
q THATATET Awal HIATTAE faaTaaed faamdeedrs, afqaqy et afadaR 7.9, 97.981 .94 f&a qaaas®
Hqremtaes faemerad faendieedrs, FISATIST el H1H.7.97.9<T 7.9% fad Afedr THeeTE, FSATIST oTeett
2T 79197 7. 0 Fead AASIRIAT AieadT e [qehTa FedTehl Afedl GHedrs, aRdg (el Tehble 797927 .
3 oble A1, TRAFT ITSHUAT AU = TFdl FTAHT ATHT FHEATS, HAATE] [STodT ATIRTET 7. 97.%
feadq i &A1 Aag AT FHEATs, dqead I A.AIAST 7. & feaa =ff Frgen Afean faemeas Afeargsars,
a7 e RIS HeT RO aer 7.3 fId Ideal Academy Secondary School @1 fammdiesers, Hreeh!
FSTeaT dreRT 7.9.97. Fe7 7. 1% Fgd 9wt deaRied [aa TIeA T il TAIRTIeTH addeedls I aidg
fSTeetT el 797, 72T 7. 3 feqd SRS ATH FHEATS (a0 AERAT GFed] AqAHAS FUAFHES T
T AARRT RIS |
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%.0% Jiqerae gfg 9 05 TG HATRIHT &, L 3T ¥¥ FAES TH G | T, GLATHT FA Hofl
wfereett T AT 9 %5 AT dfg W 053 ANE HATTHT &% 3T 9% IS T G |

AT FT AT AT AT el JeATHT .35 IS T8 053 A9 HATTHT 9 %3 gfaerd
TATRT B | IT AT ATl AT Aehebl (ST AAR HIIH TeTq Afreha® fqar o gfqera f 7 @
B | AT, TRAAT AAATT 05 TG FATAT 39.0% I T8l B A AU AL Sebabl (LT ATAR
=IATH HTIA e T AT IR gfqeras=ar <. o% gfqerad afe @wl § |

AT AT FepaTe AT FAAE JrATHFAT U & FAT ATTeAT AUBT TAAHT 0.Y¥ FIAAAT TX
MG FATRT 0GR | Fel Foflehl 4R.I3 WAT TEF TUHN G T TATA AL Sl (MG ATHREDT
A fawr qq fqeraywaT afe § WEHr @ | @, a9 a9 FST T WA 0GR AT FA FATH
9 £ YTATT TEHT T | AT oIl UM ATl 6T Aehebl (G AR =AaH fawr Y« gfesrasw=r afe 7
WH G |

FST AT AT (AR HS FATT 059 HTHTE HATIHT 00, Y5 YfeTd WHMT 053 e
TATRTAT §4.q3 FTTTTHT el & | FHAA T 9THIAG oAl TG3 MU AT AATT T TTHT 7 | AT
AATTHT ATTHT FRTEES FEATATE I TG T AT 3 |

B! Il aTSRepl AALATATS HATSY T oIl A 8 A SAM@HeATs &H faeeoor TR &1l
TAHIATE (R=ARaT q97 R UaH (ohT Folle] SHARITIT Ta FATH! AT HATHT qhg T FeaT
AT T8l FERT I TSI RIS =8+, |

g) TEl a0l (Branch Relocation) TdT ITET ‘flﬁﬁ'ﬂ'l'UT (Branch Renovation) T¥I«&HT :
afd® a9 R050/59 AT TUTRTSSTHT ekl M@l FIATATATS qchITad AT gl TITHH! IAXAHh
TEeT HTHT TITATAROT TR qRIAT FAAT el I<h SETeTs G0 ATIeT iy aaardesl AT Aa9aeH
JATIR Y& T T AR TTH B |

M gawT gfafa (Information Technology) fa@m@:

TEATHT FRIETHT AT ATFTAF [qaR0Ee UCAIHT ATTer T GRIFT FRER T TATAHT 37T A
e fairar Feamese THA WATT ¢ TN Banking Software-Pumori Plus YA XTI & | THeTE User
Friendly TaH SIfEH aedqra=esl i’ﬁ%ﬁm@f afeATSiIa MUl Uptimized Pumori TIRTHT AT+ TATIAT
T TS AfGaal qM FAHHNT TRTSTG | T TUAIHT ATAHATE FEITS BTl ToATATHT TEehT T
9G] FATATEEATS T34 FooATe (Network) #T ATag T Any Branch Banking Services (ABBS), farreroT
(Remittance) #TE SAfehy FaT YATH T4 ATIREH! T | FLATA FISHTIST, AT @GS TG TAT JTAAP]
frer =it S@ETeaTe UAL. UH . F4AT YEI e ATSRH G |

AR, I Mobile Banking, Connect IPS, QR Code / RTGS ¥aTEE YaTH T & | HURE T
IR [SISTaed FRIAR 9% TRHbR FaRT FHA AT Tl'é@ | T, Online Account Opening T H4T
HETATH] ATSA b TIT ITh TUTATATS TARTAT T3 TATTHNT FTHAT I FaT F=Te T Aol BrdEH
TEH HERT AFHRT RIS =18 |

e Hfeky FEEETS Digital Automation YT FITH HTATAA JAT STET FTATATCEHATS [awqTe BT
AEd ATATERIAT F=oA1ed T FEIT AYAR @hl G | I HAAT = AMGE qUAT Intranet System
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STSTH T FEATHT AT, FATEr, IRIT, Iae IO qAT AT T Featead U, faamaer anfaars awqor
FHARIEEH! T8 g1 T Upload T ATaeTF AT THATSATFUR TAT ol TIH @ FaL4TIH,
oA SAGH FaeaTdd, PEPs List, &1 TR TH YUl ATfd FEEEATe 901 Automation T
ST SERATIe [HelTg Saeliee qiRes AREeh T FHARESHT AT T Fh(qhT [abTa T ATHT
F - TFHATET FFafed 9 9@Te 3¢9 M@ Online Exam A= Al ST T ATNT ATT9H
FIXT THATSHIFUH HERT ATTHRT RIS =ATewg |
AR ARG HETATaE, UTedh HETAAEaes qaT T¥0T SogH HETTHIde ool ST AT LT
g aratg qgr SERL AT FeIATEE www.bestfinance.com.np HThd TaTE TS ATSTEHT TSN TR
Hleeg |

o) HEATH! T qAT 7T WEATET T /AR (Upgradation and Merger) SFedT:
TG GRS ANTT TXHT T AT (AT FEATHT AN TUTA 6 ST ATMPURT IATH <hT IoiT €.50
FE T TR FRIER FETAT TRIEH G | A, a7 T 91 fairg Gearears w0 a1 dwa=T
TTAUR TARIATT AT AT AT Gl GoodT TWehT G | T T HHT, F¥Te (HR=rd ATIRuS T ATIRAT
o+ ek /fairr geamasr miguR ar yiftq TR Afted TEEr “T” Rt faxir dRareTe T 98 Aty
TR fahTa ST TR g A (Ut g | 2, T AqaR fasbra St @i Aravas qaremer
forpr e o | o= S qur faxirar TR W/ M (Merger) TERAT TS SEHT SATeeoi
STIREAT WETHTae%aTs T /MIAT (Merger) YPRAT Tl ATGF SAHNT TRTSS AN 3 |

Aa e fawe (Human Resource Development):

AT AT FMGAATS Hecaqu Goirepl AT (AUl & | GqTehl ATEaddie a8 Q@ TH AT FATIAR]
Heaqu AT EH &7 | TG FRIATS AR T AT FEART Tl Teehl FHARIEEH] H1d GHAT q9T
TEAAT TaTEeRT AT THT THIAT [F9RT HERT A aReT diaadT Gednil RIS TRTH B, |

TG AR FHATRIEEHT FAITA I=o Ted TLATIT TRIIR AT GHNT 5 P14 TR ardraerep! AT
T FHARIESATS JaT TR TATIAT TAT A7 GITETHT THT IAR Jig T8 oo T HUARETATS [GFUH
TFIATT ATARH F FFITETH HeaTsd T ATLIRAT ATER aal T Al 8l B |

SR dTedh GHT THIAT FHANR! IHAT T AT [qebradt AT Afdieh daiad q91 JTAAaResH  a6d
TR RIS TRURT G | 9 AT qUH A9 AL e g sifebg Aaarg GFaedl qied gar= T
fafa= Feamee a9 FEAT (3R 1 FHARATS qNad J97 ATAAREEHT FedRIT TRIGH B | Sth ATad agr
JTAARESHT GEAN FHARICNY FILITIT TEAFHHT FHATNESATS EHTAT TRISTRT FaRT JATFHRN MRS
=Tewg, | AT, AT TTHT Digital Platform 1 HTAHaTE Ui THT THAHT T HTATAAZIRT ITETHT FTART
FHANEEATS AMAH o TR FAERT 9 HHRT TRISH =67 |

GLTAT AT FHANEH! (MAfh &l Aed q91 T GfAerdr [g9aq gerefid TR0 /a1 FAamAr g
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ASSOCIATES

CHARTERED ACCOUNTANTS
Independent Auditor’s Report

To the Shareholders of Best Finance Company Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Best Finance Company Limited (the “Company”) which
comprise the statement of financial position as at Ashadh 31, 2081 (July 15, 2024), and the statement of
profit or loss, statement of other comprehensive income, statement 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 presents fairly, in all material respects, the financial
position of the company as at Ashadh 31, 2081 (July 15, 2024), and of its financial performance and its cash
flows for the year then ended in accordance with Nepal Financial Reporting Standards.

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 Auditors Responsibilities for the Audit of the Financial
Statements 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 the financial statements in Nepal, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and ICAN's Handbook of 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 opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in the
audit of the financial statements of the current period. These matters were addressed in the context of the
audit of the financial statements as 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.

S.N | Key Audit Matters Auditor’s Response
1. Interest Recognition Our audit approach regarding verification of

The interest income of the ecompany has to be recognized on | PrOcess of interest recognition included:
accrual basis and following the Interest Income Recognition
Guidelines 2019 issued by NRB. Though accrual basis of
income recognition is prescribed in general, the guidelines
require suspension of interest recognition on accrual basis for
loans and advances with overdue of more than 12 months
whereas for loans and advances with overdue | b, For fair valuation of collateral, we relied

a. Obtaining clear understanding of the
process of accrual of interest income on
loans and advances in the Core Banking
Software of the company.

interest/installment for 3 to 12 months, interest recognition on the latest available engineer's
on accrual basis is limited on the basis of result of collateral valuation of the collateral and have test
testing as specified. Given the lack of system capability to checked the hair cut in fair value of
suspend recognition of income on the basis of overdue status collateral as per NRB Income
of loan and fair value of collateral as well as review of fair Recognition guidelines 2019.

valuation of collateral on regular basis, manual intervention
will be required in interest recognition process and hence
create risk of improper application of the guidelines and
determination of the Fair Value of the collateral. This may, in
turn, have an effect on recognition of interest income by the
company. Thus, we have considered it as key audit matter. ]
2, Investment  Valuation, Identification, and | Our audit approach regarding verification of
Impairment process of  investment valuation,
Investment of the company comprises of investment in | identification and impairment included:
government bonds, T-bills, development bonds and : "

investment in quoted and unquoted equity instruments. The | 3 Review of the investment of the company
valuation of the aforesaid securities has been done in and its valuation having reference to
compliance with NFRS g and NRB Directive no. 8. The NFRS issued by the Accounting Standard
investment n the government and NRB bonds and T-bills Board of Nepal and NRB Directive 4 read
should be recognized on reporting date on Amortized cost with 8.

¢. Test check of the interest income booking
with manual computation.

T +97714520807 /08 /10 E info@sarcom.np NS /.'5 /
- Addregss 64 Bishal Basti “Ka", Bishal Nagar, GPO Box 4585, Kothmandu, Nepal =7
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basis whereas other investments in equity instruments, other
than those held for trading, should be valued at Fair Value
through Other Comprehensive Income.

Given the wvarieties of treatments recommenoded for
valuation of investment based on nature of cash flow, the
business model adopted, complexity of calculations and the
significance of amount involved in such investments, same
has been considered as Key Audit Matter in our audit.

b. We assessed the nature of expected cash
flow of the investments as well as the
business  model adopted by the
management on the basis of available
evidence/circumstances and ensured that
classification of investment is
commensurate with nature of cash flow
and management intention of holding the
investment.

c. For the investment valuation that is done
at amortized cost, we checked the EIR
and amortization schedule on test basis.

d. For the investment valued through OCI
for quoted investment, we ensured that
fair valuation has been done at the
closing transaction rate in NEPSE as on
15.07.2024 and for the unquoted
investment the fair value has been taken
as the NPR 100.

Impairment of Loans and Advances
As per NRB Directive 4, company shall measure impairment
loss on loans and advances at the higher of:

* Amount derived as per norms prescribed by Nepal Rastra
Bank for loan loss provisioning; and

* Amount determined as per para 5.5. of NFRS 9, read with
carve out issued by Institute of Chartered Accountants of
Nepal dated 18 July 2022, adopting Incurred Loss Model.

As per the norms prescribed by NRB, provision at prescribed
rate should be created on loans and advances based on
overdue status of loans and advances as well as utilization
status of the facility, status of security, borrower's
whereabouts etc.

As per NFRS 9 read with carve out issued by Institute of
Chartered Accountants of Nepal dated 18 July 2022,
impairment of loans and advances should be made on
individual impairment basis for loans and advances that are
individually significant and collective impairment basis for
homogeneous groups of loans that are not considered
individually significant.

On individual impairment, the amount of the loss is
measured as the difference between the assets’ carrying
amount and the present value of estimated future cash flows.
Under collective impairment, loss is determined after taking
into account the Historical Loss Experience in portfolios of
similar credit risk and Management's experienced judgment
as to whether current economic and credit conditions are
such that the actual level of inherent losses at the reporting
date is like to be greater or less than that suggested by
historical experience.

Given the fact that impairment of loans and advances under
incurred loss model require assessment of future cash flows
as well as historical loss experiences of portfolios. Further,
impairment of loans and advances under NRB norms for loan
loss provisioning will require assessment of overdue status of
loans and advances and proper utilization of loan for
intended purpose. Hence, assessment of availability and
accuracy of required data for impairment of loans and
advances under incurred loss model as well as NRB
provisioning norms is regarded as key audit matters.

Our audit approach regarding verification of
impairment of loans and advances included:

a. Review of the overdue status of loans and
advances by obtaining data from the
system and matched the same with the
NREB 2.2 report.

b. Sample credit files were reviewed, among
other things, from the perspective of
utilization of loans and advances for
intended purpose by way of scrutiny of
financial statements, account movement,
account turnover ete.

c. Expected future cash flows from the
individually  significant loans and
advances with indication of impairment
are assessed on the basis of realizable
value of collateral securities based on
management estimate.

d. Grouping of homogeneous groups of
loans was assessed on the basis of nature
and purpose of loans and data of
historical loss experience in portfolios are
assessed on the basis of past due data
from the system as well as data of loan
loss provisions of the defined group in
the past.

Information Technology General Controls

IT controls with respect to recording of transactions,
generating various reports in compliance with NRB
guidelines and other compliances to regulators is an
important part of the process. Such reporting is highly
dependent on the effective working of Core Banking Software

Our audit approach regarding Information
technology of the company is based upon
the Inforination Technology Guidelines
2012 issued by NRB and it included:

a. Understanding the. coding system
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and other allied systems. adopted by the company for various
. categories of customers.

We have considered this as key audit matter as any control
lapses, validation failures, incorrect input data and wrong
extraction of data may result in wrong reporting of data to the
management, shareholders and regulators

b. Understanding the feeding of the data in
the system and going through the
extraction of the financial information
and statements from the IT system
existing in the company

¢. Checking of the user requirements for
any changes in the regulations/ policy of
the company

d. Reviewed the reports generated by the
system on sample basis. We verified the
interest incoine and expense booking
regarding loan and deposit on test basis
with the CBS of the company.

e. We relied on the IT' audit conducted by
the company.

f. We verified the provisioning of the loan
and advances based on ageing on the test
check basis as on 15.07 2024.

Information Other than Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the information
included in the Management Report, Report of the Director’s Report and Chairman’s Statement but does
not include the financial statements and our auditor’s report thereon. Such information is expected to be
made available to us after the date of this auditor's report.

Our opinion on the financial statements does not cover the other information and we will 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 identified above when it becomes available 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.

When we read such other information, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

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

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

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

Those charged with Governance are responsible for overseeing the Company’s financial reporting process.

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 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. Misstatement can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purposes of expressing an opinion on the
effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting polices used and the reasonableness of accounting estimates
and related disclosures made by the management,

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

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the 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 pubic
disclosure about the matter or when, 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 the requirements of Banks and Financial Institutions Act, 2073 and Company
Acl, 2063

We have obtained satisfactory information and explanations asked for, which to the best of our knowledge
and belief were necessary for the purpose of our audit; the returns received from the branch offices of the
company, though the statements are independently not audited, were adequate for the purpose of the audit;
the financial statements including the statement of financial position, statement of profit or loss,
statement of comprehensive income, statement of changes in equity, statement of cash flows including a
summary of significant accounting policies and other explanatory notes have been prepared in all material
respect in accordance with the provisions of the Company Act, 2063, and they are in agreement with the
books of accounts of the Company; and the accounts and records of the Company are properly maintained
in accordance with the prevailing laws.

To the best of our information and according to the explanations given to us, in the course of our audit, we
observed that the loans have been written off as specified; the business of the Company was conducted
satisfactorily, and the Company's transactions were found to be within the scope of its authority. We did not
come across cases of accounting related fraud and the cases where the board of directors or any director or
any office bearer of the Company has acted contrary to the provisions of law or caused loss or damage to the
Company or committed any misappropriation of the funds of company.

® '&M

nil Adhikari
Partner

Place: Kathmandu, Nepal
Date: April 16, 2025

UDIN No.: 250416CA00598RWT9C
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Best Finance Company Limited
Statement of Financial Position
As on 31 Ashad 2081 (15 July 2024) Amount in NPR
Particulars Note 31 Ashad 2081 31 Ashad 2080
Assets
Cash and cash equivalent 4.1 267,101,413 207,761,996
Due from Nepal Rastra Bank 4.2 240,544,182 177,085,140
Placement with Bank and Financial Institutions 4.3 - -
Derivative financial instruments 4.4 - -
Other trading assets 4.5 - -
Loan and advances to B/FIs 4.6 19,760,000 24,675,000
Loans and advances to customers 4.7 3,907,371,920 3,579,250,688
Investment securities 4.8 1,592,894,563 1,163,136,353
Current tax assets 4.9 16,423,930 31,999,006
Investment in subsidiaries 4.10 - -
Investment in associates 4.11 - -
Investment property 4.12 280,124,526 213,306,661
Property and equipment 4.13 304,484,013 315,668,918
Goodwill and Intangible assets 4.14 3,378,149 4,056,472
Deferred tax assets 4.15 28,320,689 -
Other assets 4.16 36,592,125 34,496,580
Total Assets 6,696,995,510 5,751,436,814
Liabilities
Due to Bank and Financial Instituions 4.17 24,669,231 102,772,834
Due to Nepal Rastra Bank 4.18 - -
Derivative financial instruments 4.19 - -
Deposits from customers 4.20 5,435,166,270 4,287,730,839
Borrowing 4.21 - -
Current Tax Liabilities 49 - -
Provisions 422 - -
Deferred tax liabilities 4.15 - 11,117,713
Other liabilities 423 199,431,641 169,574,299
Debt securities issued 4.24 - -
Subordinated Liabilities 4.25 - -
Total liabilities 5,659,267,142 4,571,195,685
Equity
Share capital 4.26 854,816,779 854,816,779
Share premium 14,947,992 14,947,992
Retained earnings (398,486,244) (226,456,765)
Reserves 427 566,449,841 536,933,123
Total equity attributable to equity holders 1,037,728,368 1,180,241,129
Non-controlling interest - -
Total equity 1,037,728,368 1,180,241,129
Total liabilities and equity 6,696,995,510 5,751,436,814
Contingent liabilities and commitment 4.28 179,550,560 148,124,743
Net assets value per share 121.40 138.07
As per our report of even date
S. A. R. Associates,
Date : 16 April 2025 Ram Krishna Chaulagain Sri Ram Shrestha ~ Bauddha Raj Aryal Chartered Accountants
Place : Kathmandu Director Director
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Best Finance Company Limited

Consolidated Statement of Profit or Loss
For the year ended 31 Ashad 2081 (15 July 2024)

Amount in NPR

Particulars Note Current Year Previous Year

Interest income 4.29 601,616,179 591,475,586
Interest expense 4.30 480,356,112 450,570,808
Net interest income 121,260,067 140,904,778
Fee and commission income 4.31 25,753,348 25,749,087
Fee and commission expense 4.32 413,309 783,219
Net fee and commission income 25,340,039 24,965,868
Net interest, fee and commission income 146,600,106 165,870,646
Net trading income 4.33 - -
Other operating income 4.34 17,929,985 30,213,908
Total operating income 164,530,091 196,084,554
Impairment charge/(reversal) for loans and other losses 4.35 110,996,392 26,357,398
Net operating income 53,533,699 169,727,156
Operating expense

Personnel expenses 4.36 95,416,482 85,549,308
Other operating expenses 4.37 49,651,039 46,474,803
Depreciation & Amortisation 4.38 27,547,028 24,809,421
Operating Profit (119,080,850) 12,893,624
Non operating income 4.39 10,258,078 503,107
Non operating expense 4.40 29,327,844 4,000,000
Profit before income tax (138,150,616) 9,396,731
Income tax expense 4.41 (37,536,116) 769,385
Current Tax 14,001,263 2,812,999
Deferred Tax (51,537,379) (2,043,614)
Profit for the period (100,614,500) 8,627,346
Profit attributable to:

Equity holders of the Bank (100,614,500) 8,627,346
Non-controlling interest - -
Profit for the period (100,614,500) 8,627,346
Earnings per share

Basic earnings per share (11.77) 1.03
Diluted earnings per share (11.77) 1.03

Sijan Ratna Shakya
In-Charge-Finance and Planning

Bal Narsingh Gharti
Chief Executive Officer

Ram Krishna Chaulagain
Date : 16 April 2025 Director

Place : Kathmandu

Laxmi Shrestha
Director

Khim Lal Paudyal
Chairman

Sri Ram Shrestha
Director

Ramji Gautam
Director

As per our report of even date

Ram Chandra Devkota
Director

Bauddha Raj Aryal
Director

CA Sunil Adhikari
Partner
S. A. R. Associates,
Chartered Accountants
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Best Finance Company Limited
Consolidated Statement of Other Comprehensive Income
For the year ended 31 Ashad 2081 (15 July 2024)
Amount in NPR
Particulars Note Current Year Previous Year
Profit for the year (100,614,500) 8,627,346
Other comprehensive income, net of income tax
a) Items that will not be reclassified to profit or loss
r?lzialr;slirélgsalstegi rfrsglllulnvestments in equity instruments (14.047.132) (103,195.771)
Gains/ (losses) on revaluation
Actuarial gains/ (losses) on defined benefit plans 3,683,523 (7,242,919)
Income Tax relating to above items 3,109,083 33,131,607
rectugsited toproitorlos (7.254526) (77,307,083)
b) Items that are or may be reclassified to profit or loss
Gains/ (losses) on cash flow hedge - -
Exchange gains/ (losses) (arising from translating financial i )
assets of foreign operation)
Income tax relating to above items - -
Reclassify to profit or loss - -
Net other comprehensive income that are or may be i )
reclassified to profit or loss
¢) Share of other comprehensive income of associate ) )
accounted as per equited method
Other comprehensive income for the period, net of income tax (7,254,526) (77,307,083)
Total comprehensive income for the period (107,869,026) (68,679,737)
Total comprehensive income attributable to:
Equity holders of the Bank (107,869,026) (68,679,737)
Non-controlling interest - -
Total comprehensive income for the period (107,869,026) (68,679,737)

As per our report of even date

Sijan Ratna Shakya Bal Narsingh Gharti Khim Lal Paudyal Laxmi Shrestha Ram Chandra Devkota CA Sunil Adhikari
In-Charge-Finance and Planning  Chief Executive Officer Chairman Director Director “l;"rtn thart
artner
S. A. R. Associates,
Chartered Accountants
Ram Krishna Chaulagain Ramji Gautam Sri Ram Shrestha Bauddha Raj Aryal
Date : 16 April 2025 Director Director Director Director
Place : Kathmandu
-23- ot 3 anffes uferdgar 2oTo/Ta




BEST FINANCE COMPANY LTD.
S BISallod DU fa1.

BFC

180K 91} I0J swroour ®>_mG®£®uQEOU
LIL'69LTHTT | SOV ¥8Y (LT1°826°€9D) |- 0LT°901°CS 910°LEE'SYT |- TEV'S00°6€T | T66°LY6VT |- 6LL°918VS8 080T UBMEIYS [ J& 9dUB[Eq PAJeISIY/palsnipy
(@oc1Ly'LE) |- (T9E 1LY"LE) - - JuowRIRISIYAUdUSNIpY
6T 1HT°081°T | SOV ¥8Y ($9L°95%°920) |- 0LT901°CS 910°LEE'SYT |- TEV'S00°6ET | TO6°LY6VT |- 6LL918VSS 080T UeMEIYS T je ddur[eg
JAIISAA punyg
ma | et | S| | | ot | o | 2| |ty |02
: * * Adueyoxy rende)
6T1°1HT°081°T | SOV ¥8Y ($9L°95%°920) |- 0LT901°CS 9T10°LEE'SYT |- TEV'S00°6ET | T66°LY6 VT 6LL9ISVSS 080T pud ypeysy je aduejeq
ISEVIL (8¥S°€L0‘S) [ (OVI THY IT) (OPO°LET'TL) | 9TETO9‘EY L9T°6£0°8 9€9°TT6TT 066°T06°ST SuONNQLSIP pue Aq SUONNQLIUO [€)0],
- pred puapraip ysed
- Ppansst sareys snuog
- s1op[oy A1nbo 03 spusapiaig
- sjuowAed paseq a1eys
9€9°TT6 11 9€9°TT611 wnruweld dreys
066°T06°ST 066°T06°ST ponss| sareys
- Aynbo ur pas1uZ00a1 A[1001Ip ‘SIOUMO [IIM SUOTJOBSURI],
(288°L66'TS) | (Tst'089) | (0EHLIETS) 120K oY) JULIND JAIISII WO IOJSUBL
788°L66°CS LY6°9L9 51089 91€109°cy L91°6€0°8 Tea£ oY) SULINP SAIOSAI O} JOJSUBL],
- JeaA 2y} 10} dwooul dAIsudyIdwod [ejo],
- SSOof 10 u@OuQ 0} PAYISSB[IAT Junowry 1ON
- onjeA Irejy ur mmwﬂﬁaomo QO_.:OQ QANIIH
- nmow—uu-— Mop yse)
- uonnN[eAdI Uuo (SSo[) ured JoN
- T61°89S°1€ (T6v"895°1€) $50[ 10 1JoId 0) PaLIOJSULL) JUNOWIE JON
- anjeA Irej ur d5ueyo JoN
(8%5°899°0%) (8%5°899°0%) :(uownysur A3ba ur JUSUNSIAUT) DAIISIT ONJBA ITR]
(£70°0L0°S) (£40°0L0°S) (s10858) AIIQRI] 1JUIq POUYDP JO SIUUILINSEIUY
- X®) Jo jou QOEOUEM Q>mw=0~—0.~ﬁ——=cu PYPO
9VE‘LTIS 9VE‘LTIS 184 2Y) 10§ Jyoid
1834 31} 10J dwodur dAIsudYAIdwo)
8PL9TS6LI'T | €S6°LSS'S | (STO'STO'STD) |- OLEEPEPTL | 00L'SELTOT |- §97°996°0€T | 9s€'sTo’e |- 68L‘€168T 6L0T UBMEIYS | JE ddUR[Eq PI)EISHY/pArsnipy
069°009°01) |- (069°009°01) - - JudwWR)E)sIY Hudunsnlpy
8EPLTI06IT | €S6°LSS'S | (SE6°VIF'HOD) |- OTEEPEPTT | 00L'SELTOT |- S97996°0€T | 9SE°STOE |- 68L€T16°878 6L0T ueMelyg | je dduejeqg
AAIISIY Sururey AIISNY AIISNY AAIISNY OA1959H AIISNY Wi g pung 1ende)
1230L PPO pauredyq UonEN[eAY anfep arey | A1ojen3ay uoyusienby |LAELIETS) areys yuounsnlpy EX (N stemaned
Adueyoxy rende)
AN Ul junouty

£y)ba u1 sadueyd Jo JudwIIB)S pIjepIosuo)
pajnur] Auedwo)) ddueul 3s9g

24—

oc 3 anfes ufedger Qoco/Ta



BEST FINANCE COMPANY LTD.
¢ BISallod dIUon fa1.

BFC

91ep uaAd Jo 11odar mo 1ad sy

1030011

[eday ley eyppneg
SJUBJUNOIIY PAIdLIRYD)

‘S9IRIN0SSY Y 'V 'S
Iowied

10309211(]
LejIypy [rung vy) :

©)0YAd( eIpURY)) WEYy

10)00II(
vysaIys wey L

1030211

BY)SAIYS Twxe|

1030311(]
wenes) luey

UBULIIRYD)

[eApned [e] Wiy

npuewyjey : d0e[J
10011 §20z 1udy 91 - areg

uregeney) euysLy] wey

Suruueyd pue soueurf-o81ey)-uj
elypeys vwyey uelig

190UJ(O QAINIAXH JAIYD
naeyD ysuisaeN [ed

89€°8TLLEO'T

96L896°T

(FrT°98+°86€) LO0‘89T‘SE

6TS'LLT'L8T

60S°SE0°THT

T66°LY6VT

6LLOTS PSS 180T PUD Ypeysy je souefeq

(66E°TH0°SOT)

16€V8H'T

(LTT‘8SSPET) (€£97°8€6°9T)

EIS‘0V6°TY

LLO'0E0T

- suonnqLISIp pue Aq SUOHNQLIIUOD [€)0],

pred puepiaIp yse)

ponssI sareys snuog

s1opjoy A1nba 03 spuapialg

sjuowiAed paseq aIeys

wniwelId aIeys

- panss| sareys

AKymbo ur pastuS0091 A[IOAIIP ‘SIOUMO [JIM SUOTIOBSURL]

(€6t 11 vh)

(68+°L1T)

(#00°v60°Ft)

T2 oY) SULINP AIOSAI WIOI) 19JSULI],

0TI'6ET°LY

yIv'ETl

911°S¥0°E

EIS0V6° 1Y

LLO0E0T

120 o) SULINP dAIOSAI 0 IOJSULI],

183K 3y 10§ dwodur dAIsudydadwod [eyoy,

$S0[ 10 J1joId 0) POYISSL[OaI JUNOWY JON

onjea arej ut saSueyo Jo uontod oAnRdH

:s03pay moy yse)

uonn[eAal uo (ssof) ured JoN

1LT'SOT°L (TLT501°L)

$s0[ 10 11joId 0} PaLIdJSuRI) JUNOWE JON

onyeA Jrej ur ogueyo JoN

(¢66°T€8°6)

- (266°7£8°6)

:(quownnsut £)mba Ul JUSW)SOAU]) SAIISAI dN[BA 1]

99¥°8LST

99%°8LST

(syosse) AJ[IqeI] JJudq PAUYIP JO SIUSWAINSBIWY

XE) JO 1oU ‘Ouooul dAIsuayaIdwos 100

(00S+19°001)

(00S+19°001)

180K oY) 10J JyoId

oc 3l afes ufedgar 2oco/Ta

—25_




I == BEST FINANCE COMPANY LTD.
= I HISollod BHIUat .

BFC

Best Finance Company Limited

Consolidated Statement of cash flows
For the year ended 31 Ashad 2081 (15 July 2024)

Amount in NPR

Particulars

Current Year

Previous Year

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received 503,163,788 517,792,389
Fees and other income received 24,420,359 42,710,725
Dividend received 7,975,594 4,836,027
Receipts from other operating activities 10,258,078 503,107
Interest paid (472,116,868) (440,698,685)
Commission and fees paid (413,309) (783,219)
Cash payment to employees (84,701,031) (80,033,630)
Other expense paid 1,938,446 (44,431,189)
Operating cash flows before changes in operating assets and liabilities (9,474,943) (104,475)
(Increase)/Decrease in operating assets (593,725,151) (420,068,264)

Due from Nepal Rastra Bank

(63,459,042)

(38,529,630)

Placement with bank and financial institutions

Other trading assets

4,915,000

(19,725,189)

Loan and advances to bank and financial institutions

Loans and advances to customers (472,484,962) (346,571,135)
Other assets (62,696,147) (15,242,310)
Increase/(Decrease) in operating liabilities 1,082,030,245 512,482,260
Due to bank and financial institutions (78,103,603) 43,284,387
Due to Nepal Rastra Bank - (65,912,106)
Deposit from customers 1,147,435,431 524,584,912
Borrowings - -
Other liabilities 12,698,417 10,525,067
Net cash flow from operating activities before tax paid 478,830,150 92,309,521
Income taxes paid/received 1,573,813 (1,794,634)
Net cash flow from operating activities 480,403,963 90,514,887

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investment securities

(447,071,926)

(276,519,005)

Receipts from sale of investment securities

23,015,074

47,597,845

Purchase of plant and equipment

(15,297,413)

(86,955,602)

Receipt from sale of property and equipment

1,370,000

Purchase of intangible assets

(671,500)

(1,346,333)

Receipt from sale of intangible assets

Purchase of investment properties

(105,469,581)

Receipt from the sale of investment properties

52,255,609

Interest received

445,994

83,949,123

Dividend received

Net cash used in investing activities

(385,954,161)

(338,743,553)

CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of debt securities

Repayment of debt securities

Receipt from issue of subordinated liabilities

Repayment of subordinated liabilities

Receipt from issue of shares

37,825,626

Dividend paid

Interest paid

Other receipt/payment (35,110,385) (15,670,733)
Net cash from financing activities (35,110,385) 22,154,893
Net increase (decrease) in cash and cash equivalents 59,339,417 (226,073,773)
Cash and cash equivalents at Shrawan 1, 2080 207,761,996 433,835,769
Transfer from Merger - -
Effect of exchange rate fluctuations on cash and cash equivalents held - -
Cash and cash equivalents at Ashad end 2081 267,101,413 207,761,996

D

Place : Kathmandu

Sijan Ratna Shakya
In-Charge-Finance and Planning

ate : 16 April 2025

Bal Narsingh Gharti
Chief Executive Officer

Khim Lal Paudyal
Chairman

Ram Krishna Chaulagain
Director

Ramji Gautam
Director

Laxmi Shrestha
Director

Sri Ram Shrestha
Director

As per our report of even date

Ram Chandra Devkota CA Sunil Adhikari
Director Partner
S. A. R. Associates,
Bauddha Raj Aryal Chartered Accountants
Director
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Best Finance Company Limited
Statement of distributable profit or loss
For the year ended 31 Ashad 2081 (15 July 2024)

(As per NRB Regulation)
Amount in NPR
Particulars Current Year Previous Year
Opening Retained Earnings (226,456,765) (204,414,935)
Adjustment +/(-) (37,471,362) (10,600,690)
a. NFRS 16 Lease Adjustment - -
b. Gratuity - -
Net profit or (loss) as per statement of profit or loss (100,614,500) 8,627,346
Appropriations:
a. General reserve (2,030,077) (8,039,167)
b. Foreign exchange fluctuation fund - -
c. Capital redemption reserve - -
d. Corporate social responsibility fund - (86,273)
e. Employees' training fund (123,414) (590,674)
f. Other 10,150,387 32,248,944
i. Corporate social responsibility fund - 680,452
ii. Gain on sale of Investment in Equity Instrument 10,150,387 31,568,492
Profit or (loss) before regulatory adjustment (356,545,731) (182,855,449)
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) (1,084,993) (17,498,276)

b. Short loan loss provision in accounts (-)/reversal (+)

c. Short provision for possible losses on investment (-)/reversal (+)

d. Short loan loss provision on Non Banking Assets (-)/resersal (+)

(42,095,255)

(18,860,121)

e. Deferred tax assets recognised (-)/ reversal (+)

(28,320,689)

f. Goodwill recognised (-)/ impairment of Goodwill (+)

g. Bargain purchase gain recognised (-)/resersal (+) 22,040,429 -
h. Acturial loss recognised (-)/reversal (+) 7,519,995 (7,242,919)
i. Other (+/-) - -
Distributable profit or (loss) (398,486,244) (226,456,765)
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1.  Reporting Entity
Best Finance Company Limited (referred to as "The Financial Institution" hereinafter) is a national level finance company
domiciled in Nepal, registered as a Public Limited Company under Companies Act, 2063 & Bank and Financial Institution
Act, 2073. The Financial Institution is licensed by Nepal Rastra Bank as a Class “C” financial institution. During the
financial year 2075/76, the financial institution merged with Synergy Finance Limited and started joint operation from
2075.04.17. The registered office of the financial institution is in Kamaladi, Nepal. Best Finance Company Limited network
now includes 18 branches and 2 ATM's across 13 districts.

The Company has a primary listing on the Nepal Stock Exchange Limited as "BFC".

2.  Basis of Preparation
The financial statements of the Company have been prepared on accrual basis of accounting in accordance with Nepal
Financial Reporting Standards (NFRS) as published by the Accounting Standards Board (ASB) Nepal and pronounced by
The Institute of Chartered Accountants of Nepal (ICAN) and as per the format issued by Nepal Rastra Bank in Directive
No. 4 of NRB Directives, 2079.

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

2.1 Statement of Compliance
The financial statements have been prepared and approved by the Board of Directors in accordance with Nepal
Financial Reporting Standards (NFRS) and as published by the Accounting Standards Board (ASB), Nepal and
pronounced by The Institute of Chartered Accountants of Nepal (ICAN) subject to the notice dated 18 July 2022
regarding the Carve-outs in NFRS with Alternative Treatment and in the format issued by Nepal Rastra Bank in
Directive No. 4 of NRB Directives, 2079.

These policies have been consistently applied to all the years presented except otherwise stated.

2.2 Reporting period and approval of financial statements
The Company has, for the preparation of financial statements, adopted the NFRS pronounced by ASB during the
fiscal year 2075/76. To comply the NFRS provisions following dates have been considered for the reporting time

period.
Relevant Financial Statement Nepalese Calendar English Calendar
Comparative SFP* Date 31 Ashad 2080 16 July 2023
Comparative reporting period 1 Shrawan 2079 - 31 Ashad 2080 17 July 2022-16 July 2023
NFRS SFP* Date 31 Ashad 2081 15 July 2024
NFRS reporting period 1 Shrawan 2080 - 31 Ashad 2081 17 July 2023-15 July 2024
*SFP- Statement of Financial Position

2.3 Functional and Presentation Currency
The financial statements are presented in Nepalese Rupees (NPR) which is the Company's functional currency. All
financial information presented in NPR has been rounded to the nearest rupee except were indicated otherwise.

2.4  Use of Estimates, Assumptions and Judgments
The Company, under NFRS, is required to apply accounting policies to suit its circumstances and operating
environment most appropriately. 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.

The NFRS requires the Company 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
reviewed periodically. The revision to accounting estimates are recognized in the period in which the estimates are
revised and are applied prospectively.

Disclosures of the accounting estimates have been included in the relevant sections of the notes wherever the
estimates have been applied along with the nature and effect of changes of accounting estimates, if any.
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2.5

2.6

2.7

2.8

2.4.1. Going Concern
The financial statements are prepared on a going concern basis, as the Board of the Company is satisfied
that the Company has the resources to continue in business for the foreseeable future. In making this
assessment, the Board of Directors have considered a wide range of information relating 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 Nepal Financial Reporting
Framework (NFRS). The accounting policies are applied consistently with changes, if any and are disclosed with
the financial impact to the extent possible. When policies are not guided by the reporting framework, NFRS, other
reporting standards and generally accounting principles are followed.

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 confirm, 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 18 July 2022 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 are provided as follows:

2.6.1 NAS 39: Financial Instruments: Recognition and Measurement
a) Impairment

Carve out from the requirement to determine impairment loss on financial assets — loans and advances
by adopting the ‘Incurred Loss Model’ unless the reporting entity is a bank or a financial institution
registered as per Bank and Financial Institutions Act, 2073. Such entities shall measure impairment
loss on loans and advances at the higher of amount derived as per norms prescribed by Nepal Rastra
Bank for loan loss provisioning; and amount determined as per NFRS. The Bank has adopted this
mandatory treatment. As a result of this treatment, the Bank has recognized impairment loss on loans
and advances at the higher of the amount derived as per prudential norms specified in NRB directive
no. 2/78 and the amount derived from incurred loss model as specified by NFRS. The Bank has
recognized impairment loss on other financial assets measured at amortized cost in accordance with
NFRS.

b) Impracticability to determine transaction cost of all previous years which is the part of effective
interest rate.
As per NFRS-9, 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 while calculating the effective interest rate. The calculation includes all fees and points paid or
received between parties to the contract that are an integral part of the effective interest rate.

This Carve-out states that the effective interest rate calculation shall include all fees and points paid
or received, unless it is immaterial or impracticable to determine reliably. The Bank has availed this
Carve-out in the case of loans and advances for Financial Year 2078/79 and has not considered all fees
and points paid or received which are impracticable to measure reliably while determining effective
interest rate. As a result of this alternative treatment, the Bank has excluded the full amount of upfront
loan management fees or commission received on loans and advances in the calculation of effective
interest rate for the loan. The upfront fees and commission are recognized as income in the same
period, the loan is approved.

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 complied for the classification of Financial Instruments.

A number of new standards and amendments to the existing standards and interpretations have been issued by
IASB after the pronouncements of NFRS with varying effective dates. Those become applicable when ASB Nepal
incorporates them within NFRS.

Discounting
Discounting has been applied where assets and liabilities are non-current, and the impact of the discounting is
material.
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2.9  Offsetting
Financial assets and financial liabilities are offset and the net amount reported in the Statement of Financial Position,
only when there is a legally enforceable right to offset the recognized amounts and there is an intention to settle on
a net basis or to realize the assets and settle the liabilities simultaneously. Income and expenses are not offset in the
Statement of Profit or Loss, unless required or permitted by Nepalese Financial Reporting Standards or Interpretation
(issued by the International Financial Reporting Interpretations Committee (IFRIC) and Standard Interpretations
Committee (SIC)) and as specifically disclosed in the Significant Accounting Policies of the company.

2.10 Materiality and Aggregation
Each material class of similar items is presented separately in the Financial Statements. Items of dissimilar nature
or function are presented separately, unless they are immaterial as permitted by the Nepal Accounting Standard —
NFRS 1 on ‘Presentation of Financial Statements’.

Notes to the Financial Statements are presented in a systematic manner which ensures the understandability
and comparability of Financial Statements of the company. Understandability of the Financial Statements is not
compromised by obscuring material information with immaterial information or by aggregating material items that
have different natures or functions.

2.11 Limitation of NFRS Implementation
Wherever the information is not adequately available, and/or it is impracticable to develop, such exception to NFRS
implementation has been noted and disclosed in respective sections.

3.  Brief explanations on accounts head of the Statement of Financial Position-Assets Side
3.1 Cash and Cash Equivalents
Cash and cash equivalents include cash in hand, balances with B/FIs, money at call & short notice and highly liquid
financial assets with original maturities of three months or less from the acquisition dates 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. Statement of Cash
Flows has been prepared by using the ‘Indirect Method’ in accordance with NAS 07- Statement of Cash Flows.

3.2 Financial Assets and Financial Liabilities
A. Recognition

The Company initially recognizes a financial asset or a financial liability in its statement of financial position
when, and only when, it becomes party to the contractual provisions of the instrument. The Company initially
recognize loans and advances, deposits and debt securities/ subordinated liabilities issued on the date that
they are originated which is the date that the Company becomes party to the contractual provisions of the
instruments. Investments in equity instruments, bonds, debenture, Government securitics, NRB bond or
deposit auction, reverse repos, outright purchase are recognized on trade date at which the Company commits
to purchase/ acquire the financial assets. Regular way purchase and sale of financial assets are recognized on
trade date at which the Company commits to purchase or sell the asset.

B. Classification

I. Financial Assets
The Company classifies the financial assets as subsequently measured at amortized cost or fair value on
the basis of the Company’s business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets.

The two classes of financial assets are as follows:

i. Financial assets measured at amortized cost
The Company classifies a financial asset measured at amortized cost if both of the following conditions
are met:

e  The asset is held within a business model whose objective is to hold assets in order to collect
contractual cash flows and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

ii. Financial asset measured at fair value
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II.

Financial assets other than those measured at amortized cost are measured at fair value. Financial
assets measured at fair value are further classified into two categories as below:

e Financial assets at fair value through profit or loss.
Financial assets are classified as fair value through profit or loss (FVTPL) if they are held for
trading or are designated at fair value through profit or loss. Upon initial recognition, transaction
cost is directly attributable to the acquisition are recognized in profit or loss as incurred. Such
assets are subsequently measured at fair value and changes in fair value are recognized in
Statement of Profit or Loss.

¢ Financial assets at fair value through other comprehensive income
Investment in an equity instrument that is not held for trading and at the initial recognition,
the Company makes an irrevocable election that the subsequent changes in fair value of the
instrument is to be recognized in other comprehensive income are classified as financial assets
at fair value though other comprehensive income. Such assets are subsequently measured at fair
value and changes in fair value are recognized in other comprehensive income.

Financial Liabilities
The Company classifies its financial liabilities, other than financial guarantees and loan commitments, as
follows;

¢ Financial Liabilities at Fair Value through Profit or Loss
Financial liabilities are classified as fair value through profit or loss if they are held for trading or are
designated at fair value through profit or loss. Upon initial recognition, transaction costs are directly
attributable to the acquisition are recognized in Statement of Profit or Loss as incurred. Subsequent
changes in fair value are recognized at profit or loss.

¢ Financial Liabilities measured at amortized cost
All financial liabilities other than measured at fair value though profit or loss are classified as subsequently
measured at amortized cost using effective interest rate method.

Measurement

Financial assets at FVTOCI

On initial recognition, the Company can make an irrevocable election (on an instrument-by instrument basis)
to present the subsequent changes in fair value in other comprehensive income pertaining to investments in
equity instruments. This election is not permitted if the equity investment is held for trading. These elected
investments are initially measured at fair value. Subsequently, they are measured at fair value with gains
and losses arising from changes in fair value recognized in other comprehensive income and accumulated in
the ‘Fair Value Reserve’. The cumulative gain or loss is not reclassified to Statement of Profit and Loss on
disposal of the investments.

A financial asset is held for trading if:

e it has been acquired principally for the purpose of selling it in the near term; or

e on initial recognition it is part of a portfolio of identified financial instruments that the Company manages
together and has a recent actual pattern of short-term profit-taking; or

e itis a derivative that is not designated and effective as a hedging instrument or a financial guarantee.
Dividends on these investments in equity instruments are recognized in Statement of Profit and Loss
when the Finance’s right to receive the dividends is established, it is probable that the economic benefits
associated with the dividend will flow to the entity, the dividend does not represent a recovery of part
of cost of the investment and the amount of dividend can be measured reliably. Dividends recognized in
Statement of Profit and Loss are included in the ‘Other income’ line item.

Financial assets at fair value through profit or loss (FVTPL)

Investments in equity instruments are classified as at FVTPL, unless the Company irrevocably elects on initial
recognition to present subsequent changes in fair value in other comprehensive income for investments in
equity instruments which are not held for trading.

Debt instruments that do not meet the amortized cost criteria or FVTOCI criteria (see above) are measured
at FVTPL. In addition, debt instruments that meet the amortized cost criteria or the FVTOCI criteria but are
designated as at FVTPL are measured at FVTPL.
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A financial asset that meets the amortized cost criteria or debt instruments that meet the FVTOCI criteria may
be designated as at FVTPL upon initial recognition if such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would arise from measuring assets or liabilities or recognizing
the gains and losses on them on different bases.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any gains or
losses arising on re-measurement recognized in Statement of Profit and Loss. The net gain or loss recognized
in Statement of Profit and Loss incorporates any dividend or interest earned on the financial asset and is
included in the ‘Other income’ line item. Dividend on financial assets at FVTPL is recognized when the
Company’s right to receive the dividends is established, it is probable that the economic benefits associated
with the dividend will flow to the entity, the dividend does not represent a recovery of part of cost of the
investment and the amount of dividend can be measured reliably.

Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when the financial liability is held for trading or is designated
as at FVTPL.

A financial liability is classified as held for trading if:
e It has been incurred principally for the purpose of repurchasing it in the near term; or

e on initial recognition it is part of a portfolio of identified financial instruments that the Company manages
together and has a recent actual pattern of short-term profit-taking; or

e Itis a derivative that is not designated and effective as a hedging instrument

A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial
recognition if:

e Such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise;

e The financial liability forms part of a company of financial assets or financial liabilities or both, which
is managed and its performance is evaluated on a fair value basis, in accordance with the Company’s
documented risk management or investment strategy, and information about the Company is provided
internally on that basis; or

e It forms part of a contract containing one or more embedded derivatives, and NFRS 9 permits the entire
combined contract to be designated as at FVTPL in accordance with NFRS 9.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on re-measurement
recognized in Statement of Profit and Loss. The net gain or loss recognized in Statement of Profit and Loss
incorporates any interest paid on the financial liability and is included in the ‘Other income’ line item.

However, for non-held-for-trading financial liabilities that are designated as at FVTPL, the amount of change in the
fair value of the financial liability that is attributable to changes in the credit risk of that liability is recognized in
other comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss, in which case these effects
of changes in credit risk are recognized in Statement of Profit and Loss. The remaining amount of change in the
fair value of liability is always recognized in Statement of Profit and Loss. Changes in fair value attributable to
a financial liability’s credit risk that are recognized in other comprehensive income are reflected immediately in
retained earnings and are not subsequently reclassified to Statement of Profit and Loss.

Financial liabilities subsequently measured at amortized cost

Financial liabilities that are not held-for-trading and are not designated as at FVTPL are measured at amortized
cost at the end of subsequent accounting periods. The carrying amounts of financial liabilities that are subsequently
measured at amortized cost are determined based on the effective interest method. Interest expense that is not
capitalized as part of costs of an asset is included in the ‘Interest Expenses’ line item.

The effective interest method is a method of calculating the amortized cost of a financial liability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future
cash payments (including all fees paid or received that form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected life of the financial liability, or (where appropriate) a
shorter period, to the net carrying amount on initial recognition.
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D.

Derecognition
Derecognition of Financial Assets

The Company derecognizes a financial asset when the contractual rights to the cash flows from the financial asset
expire, or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all the
risks and rewards of ownership of the financial asset are transferred or in which the Company neither transfers nor
retains substantially all the risks and rewards of ownership and it does not retain control of the financial asset.

Any interest in such transferred financial assets that qualify for derecognition that is created or retained by the
Company is recognized as a separate asset or liability. On derecognition of a financial asset, the difference between
the carrying amount of the asset (or the carrying amount allocated to the portion of the asset transferred), and the
sum of (i) the consideration received (including any new asset obtained less any new liability assumed) and (ii) any
cumulative gain or loss that had been recognized in other comprehensive income is recognized in profit or loss.

In transactions in which the Company neither retains nor transfers substantially all the risks and rewards of ownership
of a financial asset and it retains control over the asset, the Company continues to recognize the asset to the extent of
its continuing involvement, determined by the extent to which it is exposed to changes in the value of the transferred
asset.

Derecognition of Financial Liabilities

A financial liability is derecognized when the obligation under the liability is discharged or canceled or expired.
Where an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability. The difference between the carrying
value of the original financial liability and the consideration paid is recognized in Statement of Profit or Loss.

3.2.1 Determination of Fair Value
Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable,
willing parties in an arm’s length transaction on the measurement date. The fair value of a liability reflects
its non-performance risk.

The fair values are determined according to the following hierarchy:

Level 1 fair value measurements are those derived from unadjusted quoted prices in active markets for
identical assets or liabilities.

Level 2 valuations are those with quoted prices for similar instruments in active markets or quoted prices
for identical or similar instruments in inactive markets and financial instruments valued using
models where all significant inputs are observable.

Level 3 portfolios are those where at least one input, which could have a significant effect on the
instrument’s valuation, is not based on observable market data.

When available, the Company measures the fair value of an instrument using quoted prices in an active
market for that instrument. A market is regarded as active if quoted prices are readily and regularly
available and represent actual and regularly occurring market transactions on an arm’s length basis. If
a market for a financial instrument is not active, the Company establishes fair value using a valuation
technique. Valuation techniques include using recent arm’s length transactions between knowledgeable,
willing parties (if available), reference to the current fair value of other instruments that are substantially
the same, discounted cash flow analyses.

The best evidence of the fair value of a financial instrument at initial recognition is the transaction price
— i.e., the fair value of the consideration given or received. However, in some cases, the fair value of
a financial instrument on initial recognition may be different to its transaction price. If such fair value
is evidenced by comparison with other observable current market transactions in the same instrument
(without modification) or based on a valuation technique whose variables include only data from observable
markets, then the difference is recognized in profit or loss on initial recognition of the instrument. In other
cases, the difference is not recognized in profit or loss immediately but is recognized over the life of the
instrument on an appropriate basis or when the instrument is redeemed, transferred or sold, or the fair value
becomes observable.
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All unquoted equity investments are recorded at cost, considering the non-trading of promoter shares up to
the date of balance sheet, the market price of such shares could not be ascertained with certainty. Hence,
these investments are recognized at cost net of impairment, if any.

3.2.2 Impairment
At each reporting date, the Company assesses whether there is objective evidence that a financial asset or
group of financial assets not carried at fair value through profit or loss are impaired. A financial asset or a
group of financial assets is impaired when objective evidence demonstrates that a loss event has occurred
after the initial recognition of the asset(s), and that the loss event has an impact on the future cash flows of
the asset(s) that can be estimated reliably.

Objective evidence that financial assets are impaired can include significant financial difficulty of the
borrower or issuer, default or delinquency by a borrower, restructuring of a loan or advance by the
Company on terms that the Company would not otherwise consider, indications that a borrower or issuer
will enter bankruptcy, the disappearance of an active market for a security, or other observable data relating
to a group of assets such as adverse changes in the payment status of borrowers or issuers in the group,
or economic conditions that correlate with defaults in the group. In addition, for an investment in an
equity security, a significant or prolonged decline in its fair value below its cost is objective evidence of
impairment.

In case of financial difficulty of the borrower, the company considers to restructure loans rather than take
possession of collateral. This may involve extending the payment arrangements and agreement of new loan
conditions. Once the terms have been renegotiated, any impairment is measured using the EIR method and
the loan is no longer considered past due. Management continually reviews renegotiated loans to ensure
that all criteria are met and that future payments are likely to occur. The loans continue to be subject to an
individual or collective impairment assessment, calculated using the loan’s original EIR.

Impairment of financial assets measured at amortized cost

The Company considers evidence of impairment for loans and advances measured at amortized cost at both
specific asset and collective level. The Company first assesses individually whether objective evidence
of impairment exists for financial assets that are individually significant and that are not individually
significant are assessed on collectively.

If there is objective evidence on that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated future
cash flows. The carrying amount of the asset is reduced through the use of an allowance account and the
amount of the loss is recognized in profit or loss. Interest income continues to be accrued on the reduced
carrying amount and is accrued using the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss.

Impairment of loans and advances portfolios are based on the judgments in past experience of portfolio
behavior. In assessing collective impairment, the Company uses 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.

Loans together with the associated allowance are written off when there is no realistic prospect of future
recovery and all collateral has been realized or has been transferred to the Company. If in a subsequent
year, the amount of the estimated impairment loss increases or decreases because of an event occurring
after the impairment was recognized, the previously recognized impairment loss is increased or reduced
by adjusting the allowance account. If a write off is later recovered, the recovery is recognized in the ‘non-
operating income’.

3.3 Trading Assets
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.
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3.5

Trading assets and liabilities 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 profit & loss account.

Derivatives Assets and Derivative Liabilities

For designated and qualifying fair value hedges, the cumulative change in the fair value of a hedging derivative is
recognized in the Statement of Profit or loss in Net trading income. Meanwhile, the cumulative change in the fair
value of the hedged item attributable to the risk hedged is recorded as part of the carrying value of the hedged item
in the statement of financial position and is also recognized in the Statement of Profit or loss in Net trading income.

If the hedging instrument expires or is sold, terminated or exercised, or where the hedge no longer meets the criteria
for hedge accounting, the hedge relationship is discontinued prospectively. For hedged items recorded at amortized
cost, the difference between the carrying value of the hedged item on termination and the face value is amortized
over the remaining term of the original hedge using the recalculated EIR method. If the hedged item is derecognized,
the unamortized fair value adjustment is recognized immediately in the Statement of Profit or loss.

The Company currently does not have any derivative assets and derivative liabilities.

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:

e It is probable that future economic benefits associated with the item will flow to the entity; and
e 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:

o the cost of materials and direct labor.
e any other costs directly attributable to bringing the assets to a working condition for their intended use.

e 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

e Capitalized borrowing costs.

The Company adopts cost model for entire class of property and equipment. Neither class of the property and
equipment is 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 profit or
loss.

Assets with a value of less than NPR 2,000 are charged off to revenue irrespective of their useful life in the year of
purchase.

B. Capital Work in Progress

Assets in the course of construction are capitalized in the assets under capital work in progress account (CWIP).
At the point when an asset is capable of operating at management’s intended use, the cost of construction is
transferred to the appropriate category of property and equipment and depreciation commences. Where an
obligation (legal or constructive) exists to dismantle or remove an asset or restore a site to its former condition
at the end of its useful life, the present value of the estimated cost of dismantling, removing or restoring the
site is capitalized along with the cost of acquisition or construction upon completion and a corresponding
liability is recognized.
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C. Depreciation
Depreciation on other assets is calculated using the straight- line method to allocate their cost to their residual
values over their estimated useful life as per management judgment as follows:

Nature of Assets Useful Life (years)
Furniture 5
Equipment 5
Vehicles 7
Computers 5
Building 40
Leasehold As per Lease term

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each statement of
financial position date. The value of the assets fully depreciated but continued to be in use is considered not
material.

Depreciation on new assets shall commence from the month after the month in which the assets is acquired
or capitalized. Where assets are disposed off, depreciation shall be calculated up to the month preceding the
month of such disposal.

D. Derecognition
The carrying amount of Property and Equipment shall be derecognized on disposal or when no future
economic benefits are expected from its use or disposal. The gain or loss arising from derecognition of an
item of property and equipment shall be included in profit or loss when the item is derecognized (unless on a
sale & lease back). The gain shall not be classified as revenue.

Depreciation method, useful lives and residual value are reviewed at each reporting date and adjusted, if any.

3.6 Intangible Assets/ Goodwill
Goodwill
Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired in Business
Combination is recognized as goodwill. Following initial recognition, goodwill is measured at cost less any
accumulated impairment losses.

Goodwill is reviewed for impairment annually, or more frequently, if events or changes in circumstances indicate
that the carrying value may be impaired.

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.

Software is amortized on a straight-line basis in profit or loss over its estimated useful life, from the date that it
is available for use. The estimated useful life of software for the current and comparative periods is five years.
Software assets with costs less than NPR. 2,000 are charged off on purchases as revenue expenditure.

Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.

3.7 Investment Property/Non-Current Assets Held for Sale
Investment Property
Investment property is the land or building or both held either for rental income or for capital appreciation or for
both, but not for sale in ordinary course of business and owner-occupied property. The company holds investment
property as non-banking assets that has been acquired through the enforcement of security over the loan and
advances.
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Non-banking assets (only land and building) are initially recognized at cost. Subsequent to initial recognition the
company has chosen to apply the cost model allowed by NAS 40- “Investment Property” and since it is not intended
for owner -occupied use, a depreciation charge is not raised.

Investment properties are measured initially at cost, including transaction costs. The carrying amount includes the
cost of replacing part of an existing investment property at the time that cost is incurred. If the recognition criteria
are met; and excludes the costs of day-to-day servicing of an investment property.

Investment properties are derecognized either when they have been disposed of, or when the investment property is
permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gains or losses
on the retirement or disposal of an investment property are recognized in the Statement of Profit or loss in the year
of retirement or disposal.

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:

(1) their carrying amounts will be recovered principally through sale;
(i1) they are available-for-sale 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.

Income Tax

The Company is subject to tax laws of Nepal. Income Taxes have been calculated as per the provisions of the Income
Tax Act, 2058. Deferred tax is recorded on temporary differences between the tax bases of assets and liabilities and
their carrying amounts, at the rates that have been enacted or substantively enacted at the reporting date. The ultimate
realization of deferred tax assets is dependent upon the generation of future taxable profits during the periods in
which those temporary differences and tax law carry-forwards become deductible. The company considers the
expected reversal of deferred tax liabilities and projected future taxable income making this assessment. The amount
of the deferred tax assets considered realizable, however, could be reduced in the near term if estimates of future
taxable income during the carry-forward period are reduced.

Income tax comprises current and deferred tax. Income tax expense is recognized in the statement of profit and loss
except to the extent it relates to items directly recognized in equity or in other comprehensive income.

a.  Current Tax
Current tax is the amount of tax payable based on the taxable profit for the year. Taxable profit differs from
‘profit before tax’ as reported in the statement of profit and loss because of items of income or expense that
are taxable or deductible in other years and items that are never taxable or deductible.

Current income tax assets and liabilities for the current period are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted by the reporting date in the countries where the Company
operates and generates taxable income. Current income tax assets and liabilities also include adjustments for
tax expected to be payable or recoverable in respect of previous periods.

b. 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 for all deductible temporary differences, carry forward of unused tax
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can
be utilized except:
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i.  Where the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss.

ii. In respect of deductible temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, deferred tax assets are recognized only to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilized.

iii. Deferred tax relating to items recognized in OCI is recognized in OCI. Deferred tax items are recognized
in correlation to the underlying transaction either in other comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off
current tax assets against current income tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

3.9 Deposits, debts securities issued and subordinated liabilities
a.  Deposits
The Company accepts deposits from its customers under account, current, term deposits and margin accounts
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.

b.  Debt Securities Issued
It includes debentures, bonds or other debt securities issued by the Company. Deposits, debt securities issued,
and subordinated liabilities are initially measured at fair value minus incremental direct transaction costs, and
subsequently measured at their amortized cost using the effective interest method, except where the Group
designates liabilities at fair value through profit or loss. However, debentures issued by the Company are
subordinate to the deposits from customer.

The Company has not issued such instruments till date.

c¢.  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.
3.10 Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of a past

event, when it is probable that an outflow of resources will be required to settle the obligation and when the amount

can be reliably estimated.

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation
at the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. When
a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the
present value of those cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third
party, a receivable is recognized as asset if it is virtually certain that reimbursement will be received and the amount
of the receivable can be measured reliably.

A disclosure for contingent liabilities is made where there is:

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

e  present obligation that arises from past events but is not recognized because:

o it is not probable that an outflow of resources embodying economic benefits will be required to settle
the obligation; or

o  the amount of the obligation cannot be measured with sufficient reliability.
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A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the entity.

Commitments include the amount of purchase order (net of advances) issued to parties for completion of
assets. Provisions, contingent liabilities, contingent assets and commitments are reviewed at each reporting
period.

Provisions for onerous contracts are recognized when the expected benefits to be derived by the Company
from a contract are lower than the unavoidable costs of meeting the future obligations under the contract.

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 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, foreign
exchange income, cards income, remittance income, banc-assurance commission, etc. and the bases of incomes
recognition are as follows:

a. Interest Income
i.  Interest income are recognized under accrual basis (using the effective interest rate method) in the profit
or loss for all interest-bearing financial assets measured at amortized cost. Effective Interest Rate is the
rate that exactly discounts estimated future cash receipts or cash payments through the expected life
of financial asset to the net carrying amount of the financial asset. Effective Interest Rate method is a
method of calculating the amortized cost of a financial asset and of allocating the interest income over
the relevant period.

ii. ~ Thecompany has adopted the alternative treatment as provided by the Carve Outin NFRS implementation.
Resultant of this the company has excluded the full amount of upfront loan management fees or
commission received on loans and advances in the calculation of effective interest rate.

iii. Nepal Rastra Bank has issued “Guideline on Recognition of Interest Income 2020 vide circular no. Bai.
Bi. Ni.Bi./Niti/Paripatra/KaKhaGa/01/076/77 for implementation in the financial statements of current
reporting period. This document has provided guidance on application of judgments in assessing the
collectability of interest on loans and advances and determining whether there is a need to recognize
interest suspense or to cease interest accrual. The company has implemented this guideline and
recognized interest suspense and stopped interest accrual in qualifying accounts while determining the
interest income for the current reporting period.

Interest income presented in statement of profit and loss includes:

e Interest income on financial assets measured at amortized cost calculated on an effective interest
rate method. These financial assets include loans and advances including staff loans, investment
in government securities, investment in corporate bonds, investment in NRB Bond and deposit
instruments, reverse repos, inter banking lending etc.

e Interest on investment securities measured at amortized cost, calculated on effective interest rate.

e Income on discounted instruments like bills purchased, documents negotiation is recognized over
the period of discounting on accrual basis using effective interest rate.

Interest income on all trading assets is considered to be incidental to the company’s trading
operations and are presented together with all other changes in fair value of trading assets and
liabilities in net trading income.

NFRS Requirement
NFRS requires interest income to be recognized using the effective interest method, except for those classified at
fair value through profit or loss. The effective interest method is a method of calculating the amortized cost of a
financial asset and of allocating the interest income over the expected life of the financial instrument. The effective
interest rate is the rate that exactly discounts the estimated future cash payments or receipts over 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. The effective interest rate is calculated on initial recognition of the financial asset or liability
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by estimating the future cash flows after considering all the contractual terms of the instrument but not future credit
losses. The calculation includes all amounts expected to be paid or received by the company including expected
early redemption fees and related penalties and premiums and discounts that are an integral part of the overall return.
Direct incremental transaction costs related to the acquisition, issue or disposal of financial instruments is also taken
into account in the calculation. Once financial asset or a group of similar financial assets has been written down as a
result of an impairment loss, interest income is recognized using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.

Carve-out for Effective Interest Rate (EIR) method

The company has availed the carve-out for interest income recognition by applying the rate implicit on individual
products. Considering the amount of renewal and initial service fees that the company charges on the loans and
advances (which is in negligible figure), applying EIR method would not be practical and cost effective. Hence,
initial service fees and renewal charges have been recognized during the period when such income accrue rather
than being included within the component of interest income under EIR method.

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 incomes 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 realized
and unrealized fair value changes, interest and dividends.

e. Net Income from other financial instrument at fair value through Profit or Loss
Financial assets and financial liabilities classified in this category are those that have been designated by
management upon initial recognition. Management may only designate an instrument at fair value through
profit or loss upon initial recognition when the following criteria are met, and designation is determined on an
instrument-by-instrument basis:

e The designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise
from measuring the assets or liabilities or recognizing gains or losses on them on a different basis.

o The assets and liabilities are part of a group of financial assets, financial liabilities or both, which are managed
and their performance evaluated on a fair value basis, in accordance with a documented risk management or
investment strategy.

o The financial instrument contains one or more embedded derivatives, which significantly modify the cash
flows that would otherwise be required by the contract.

Financial assets and financial liabilities at fair value through profit or loss are recorded in the statement of
financial position at fair value. Changes in fair value are recorded in Net gain or loss on financial assets and
liabilities designated at fair value through profit or loss is recognized in statement of Profit or Loss. Interest
earned or incurred is accrued in Interest income or Interest expense, respectively, using the effective interest
rate (EIR), while dividend income is recorded in other operating income when the right to the payment has
been established.

3.12 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.

3.13 Employees Benefits
a. Short Term Employee Benefits
Short term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
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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.

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.

ii.

Defined Contribution Plan

A defined 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 recognized 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.

Defined Benefit plan

The company provides Pension & Gratuity Plan, Retirement Plan and Leave Encashment Plan (in terms of
Annual Leave and Sick Leave) as defined benefits to its employees. These benefits are post-employment
benefit plans and are paid based on length of service. These benefit plans are funded whereas the company
makes earmark investment of these funds. The gratuity plan provides for lump sum payments to vested
employees at retirement or upon death while in employment or on termination of employment for an
amount equivalent defined days’ eligible salary payable for each completed year of service.

The pension plan provides for lump sum payments to vested employees at retirement or equated payment
till death of the employee (and half thereafter to the spouse of the employee). Further, employees of the
Company are entitled to avail Annual Leave and Sick Leave. The employees can carry forward the un-
availed leave and are entitled to encash the cumulative leave at the time of the retirement. The obligation
under these plans are calculated by a qualified actuary every year using projected unit credit method.

The following are the defined benefit plans provided by the Company to its employees:

a) Gratuity
Company provides for gratuity on accrual basis covering eligible employees in terms of Employee
Service Byelaws of the Company. The plan provides for lump sum payments to vested employees
at retirement or upon death while in employment or on termination of employment for an amount
equivalent defined days’ eligible salary payable for each completed years of service. The Company
accounts for the liability for gratuity as per the actuarial valuation.

b) Leave Salary
The employees of the company are entitled to carry forward a part of their unavailed / unutilized
leave subject to a maximum limit. The employees can encash unavailed/ unutilized leave partially
in terms of Employee Service Byelaws of the company. The Company accounts for the liability for
accumulated leave as per the actuarial valuation.

¢) Termination Benefits
Termination benefits are recognized as expense when the company is demonstrably committed, without
realistic possibility of withdrawal, to a formal plan to provide termination benefits to employees as a
result of an offer made to encourage voluntary redundancy. Termination benefits are recognized if the
company made an offer for voluntary redundancy, it is probable that the offer will be accepted and the
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number of acceptances can be measured reliably. If the benefits are payable in more than 12 months
after the reporting date, they are discounted to their present value.

3.14 Leases
Lease is a contract in which one party provides an asset to the other party for some consideration usually a periodic
payment. The Finance assesses whether a contract is or contains a lease, at inception of the contract. In accordance
with NFRS-16 “Leases”; the Finance recognizes a right-of-use asset and a corresponding lease liability, except for
short-term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets as the
Finance is lessee in all lease arrangements.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined, the Finance uses
its incremental borrowing rate. Since the Finance apply NFRS-16; “Leases” to its leases in accordance with Para
C5(b), retrospectively with the cumulative effect of initially applying the Standard recognized at the date of initial
application, it uses incremental borrowing rate which is the interbank borrowing rate/lending of the Finance.

Lease payments included in the measurement of the lease liability comprise:
o Fixed lease payments (including in-substance fixed payments), less any lease incentives receivable

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

e The amount expected to be payable by the lessee under residual value guarantees
o The exercise price of purchase options, if the lessee is reasonably certain to exercise the options

e Payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to terminate
the lease.

The lease liability is presented within other Liabilities in the Consolidated Statement of Financial Position.
The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease
liability (using the effective interest method) and by reducing the carrying amount to reflect the lease payments
made.

The Finance remeasures the lease liability (and makes a corresponding adjustment to the related right-of use
asset) whenever:

e The lease term has changed or there is a significant event or change in circumstances resulting in a change in
the assessment of exercise of a purchase option, in which case the lease liability is remeasured by discounting
the revised lease payments using a revised discount rate

e The lease payments change due to changes in an index or rate or a change in expected payment under a
guaranteed residual value, in which cases the lease liability is re-measured by discounting the revised lease
payments using an unchanged discount rate (unless the lease payments change is due to a change in a floating
interest rate, in which case a revised discount rate is used)

e A lease contract is modified, and the lease modification is not accounted for as a separate lease, in which case
the lease liability is re-measured based on the lease term of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective date of the modification.

The Finance did not make any such adjustments during the periods presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments
made at or before the commencement day, less any lease incentives received and any initial direct costs. They
are subsequently measured at cost less accumulated depreciation and impairment losses.

Whenever the Finance incurs an obligation for costs to dismantle and remove a leased asset, restore the site
on which it is located or restore the underlying asset to the condition required by the terms and conditions of
the lease, a provision is recognized and measured under NAS 37. To the extent that the costs relate to a right-
of-use asset, the costs are included in the related right-of-use asset, unless those costs are incurred to produce
inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the right-of use asset.
If a lease transfer ownership of the underlying asset or the cost of the right-of-use asset reflects that the Finance
expects to exercise a purchase option, the related right-of-use asset is depreciated over the useful life of the
underlying asset. The depreciation starts at the commencement date of the lease. The Finance depreciates Right-
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3.16

3.17

of-use assets from the commencement date on a straight-line basis over the shorter of the lease term and useful
life of the underlying asset.

The right-of-use assets are presented Within Property, plant and Equipment in the Consolidated Statement of
Financial Position.

The Finance applies NAS 36 to determine whether a right-of-use asset is impaired and accounts for any
identified impairment loss as described in the ‘Property, Plant and Equipment’ policy. Variable rents that do not
depend on an index or rate are not included in the measurement the lease liability and the right-of-use asset. The
related payments are recognized as an expense in the period in which the event or condition that triggers those
payments occurs.

As a practical expedient, NFRS 16 permits a lessee not to separate non-lease components, and instead account
for any lease and associated non-lease components as a single arrangement. The Finance has not any non-lease
component associated with the lease.

From FY 2021-22, the company has transitioned from NAS-17 and has applied NFRS-16 for accounting of
leases. All previously classified operating leases are now recognized as right-of-use assets with corresponding
lease liabilities. Each lease payment is allocated between a reduction of the liability and an interest expense.
The interest expense is charged to the Statement of Profit or Loss over the lease period to produce a constant
periodic rate of interest on the remaining balance of the liability for each period. The right-of-use asset is
depreciated over the remaining lease term on a straight-line basis.

The company transitioned into NFRS 16 in accordance with the modified retrospective approach, therefore
previous year comparative figures are not restated. Additionally, the definition of a lease under NAS 17 and its
related interpretation has been retained.

The Bank has applied incremental borrowing rate of 7%. Management has applied judgement and formed
assumptions in relation to assessing the incremental borrowing rate. Management has formed its judgements
and assumptions based on historical experience, internal and external data points.

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 a debt
instrument. 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 statements 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
Finance 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.

Incremental costs directly attributable to the issue of an equity instrument are deducted from the initial measurement
of the equity instruments considering the tax benefits achieved thereon.

The reserves include retained earnings and other statutory reserves such as general reserve, regulatory reserve,
investment adjustment reserve, CSR reserve etc.

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 earnings per share

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
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3.19

or loss attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding for the
effects of all dilutive potential ordinary shares.

There have been no transactions involving ordinary shares or potential ordinary shares between the reporting date
and the date of the completion of these financial statements which would require the restatement of earnings per
share.

Segment reporting

An operating segment is a component of the company that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses that relating to transactions with any of the
company’s other components, whose operating results are reviewed by the management to make decision about
resource allocation to each segment and assess its performance.

The company has classified five operating segments as: Province 1, Madhesh, Bagmati, Gandaki and Lumbini.

Rounding Off and Comparative Figures
The financial statements are presented in Nepalese figure, rounded off to the nearest rupee. Previous year figure has
been reclassified/ rearranged/ regrouped to facilitate their comparison, where necessary.

4.  Brief Description of Schedules forming part of Financial Statement
The explanatory notes and significant disclosure relating to the financial statements are as follows:

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

Cash and Cash Equivalents

This account shall be used for presenting the total amount of cash-in-hand, balances with other bank and financial
institutions, money at call and short notice, 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 licensed institution in the management of its short-term commitments.

Due from Nepal Rastra Bank

Statutory balances held with Nepal Rastra Bank for compulsory cash reserve, securities purchased from Nepal Rastra
Bank under resale agreement, other deposits with and receivables from Nepal Rastra Bank has been presented under
this account head.

Placement with Bank and Financial Institutions
Placements with domestic as well as foreign bank and financial institutions with original maturities of more than
three months from the acquisition date are presented under this account head

Derivative Financial Instruments
Derivative instruments like interest rate swap, currency swap, forward foreign exchange contract etc. held for
trading as well as risk management purposes shall be presented under this head.

Other Trading Assets

Trading assets are those assets that the licensed institution acquires principally for the purpose of selling in the
near term, or holds as part of a portfolio that is managed together for short-term profit shall be presented under this
account head. The other trading asset includes non-derivative financial assets. It includes Government bonds, NRB
Bonds, Domestic Corporate bonds, Treasury bills, Equities etc held primarily for the trading purpose.

Loan and Advances to Banks and Financial Institutions

Loan and advances given to microfinance financial institutions as well as other bank and financial institutions shall
be presented under this head. Specific impairment on loan and advance to bank and financial institutions shall be
deducted.

Loans and advances to customers

Loan and advances given to microfinance financial institutions as well as other bank and financial institutions shall
be presented under this head. Specific impairment on loan and advance to bank and financial institutions shall be
deducted.

Investment securities

Investments made by the licensed institutions in financial instruments shall be presented under this account head
in three categories i.e. investment securities designated at fair value through profit or loss, investment securities
measured at amortized cost and investment in equity measured at fair value through other comprehensive income.
Investment other than those measured at amortized cost shall be measure at fair value and changes in fair value shall
be recognized in profit or loss, or other comprehensive income as per the business model adopted by the financial

ot 3 affes ufddiger 2oTo/Ta _44 —



I == BEST FINANCE COMPANY LTD.
= I HISollod DaUai fod.

BFC

4.9

4.10

4.11

4.12

4.13

4.14

4.15

institutions for the specific securities. Where income from the investment is received in the form of bonus shares,
the valuation of investment shall be made by increasing the number of shares only without changing in the cost
of investment. The financial institutions shall disclose following particulars in respect of investment in shares and
debenture/bond.

a. Following particulars shall clearly be disclosed in respect of investment in shares of other companies
(1) Name of the company
(2) Type of share (ordinary or preference), in case of preference shares, including the rate of dividend.
(3) Total number of shares subscribed (including bonus shares if received).
(4) Face value per share
(5) The cost price to licensed institution.
(6) Fair value of the shares at the end of the fiscal year.
(7) Where a company, in which the licensed institution has investment in shares, has not declared dividend

for previous 3 years, particulars indicating the same.

b. Following particulars shall clearly be disclosed in respect of investment in debentures and bonds of other
companies
(1) Name of the company
(2) Rate of Interest
(3) Installment of Debenture/bond subscribed.
(4) Face value per debenture/bond.
(5) Maturity date of debenture/bond
(6) The purchase price of the debentures/bond
(7) Fair value of the debentures/bond measured at fair value
The financial institution shall recognize impairment loss if any on the investment instruments measured at
amortized cost. The calculation of impairment loss shall be as per requirement of NFRSs.

The financial institution shall recognize, measure, present and disclose the investment instruments as per the
requirement of NFRSs.

Current Tax
This will include any advance payment made by the licensed institution towards income tax liabilities or other tax
liabilities to the taxing authorities.

Investment In Subsidiaries

Subsidiaries are the entities that are controlled by the bank. Investment made by the bank in its subsidiaries
shall be presented in this head under separate financial statements. Since, the investment amount is eliminated in
consolidation process, no amount shall be presented under group financial statements.

Investment In Associates

Associates are those entities in which the bank has significant influence but not control over the financial and
operating policies. Investment made by the bank in its associates shall be presented in this head under this account
head.

Investment Properties

Land or land and building other than those classified as property and equipment; and non-current assets held for
sale under relevant accounting standard shall be presented under this account head. This shall include land, land and
building acquired as non-banking assets by the Bank but not sold.

Property and equipment.

All assets of long-term nature (fixed) like land, building, IT equipment, fixtures and fittings, office equipment
and appliances, vehicles, machinery, leasehold developments and capital work in progress owned by the licensed
institution shall be presented under this head.

Goodwill and intangible assets
Goodwill and intangible assets like computer software both purchased and internally generated, trade mark etc. shall
be presented under this account head.

Deferred tax assets
Deferred tax assets recognized as per NFRSs on temporary deductible differences, carry forward of unused tax
losses, changes in tax rate etc. shall be presented under this account head.
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Other Assets

This account will include any other tangible or intangible asset not mentioned above. Assets held for sale, non-
banking assets (other than land or land and building), restricted deposits with central banks, accounts receivable,
interest receivable, accrued income, prepayments and deposit are some of the items to be included under this head.

Liabilities and Equity side

4.17

4.18

4.19

4.20

4.21

4.9

4.22

4.15

Due to bank and financial institutions

The balances in accounts maintained with the institution by other local and foreign banks and financial institution
shall be presented under this head. Interbank borrowing, interbank deposit, balances on settlement and clearing
accounts as well as other amount due to bank and financial institution shall be presented under this account head.

Due to Nepal Rastra Bank

This account head shall also contain the amount of payable to Nepal Rastra Bank. Amount payable to NRB shall
include amount of refinance facilities, standing liquidity facility, lender of last resort, sale and repurchase agreements,
deposit from NRB etc.

Derivative Financial Instruments
It includes all derivative liabilities. Derivative instruments like interest rate swap, currency swap, forward foreign
exchange contract etc. held for trading as well as risk management purposes shall be presented under this head.

Deposits from customers
All deposit accounts other than deposit from BFIs (local and foreign) and NRB shall be presented under this account
head.

Borrowing

All domestic as well as foreign borrowing other than interbank borrowing and borrowing from Nepal Rastra
Bank shall be presented under this heading. It includes borrowing from Nepal Government, borrowing from other
domestic institutions, borrowing from foreign bank and financial institutions, multilateral development banks etc.

Current Tax Liabilities
The liabilities recognized for the purpose of current income tax, including fees, penalties shall be included under this
head.

Provisions

A provision is recognized when as a result of a past event, the licensed institution has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to
settle the obligation. Provision for redundancy, provision for onerous contracts, provision for restructuring, pending
legal issues and tax litigation, credit commitments and guarantees etc. shall be presented under this account head.
Followings are the additional clarification on accounts presented under this account head.

(a) Provision for Redundancy
It shall include benefits payable as a result of employment being terminated or based on a dismissal plan of the
licensed institution. Provision for employees' termination benefits like voluntary retirement scheme shall be
presented under this account head.

(b) Provision for restructuring
Restructuring includes sale or termination of a line of business, closure of business locations or relocation in a
region, changes in management structure, fundamental reorganizations that have a material effect on the nature
and focus of the bank’s operations etc. The provision of restructuring that is recognized as per the requirement
of NFRSs shall be presented under this account head

(¢) Pending legal issues and tax litigation
Provisions recognized for any pending legal issues and tax litigation matters shall be presented under this
account head.

(d) Onerous contracts
Provision for onerous contract is recognized when the expected benefits to be derived by the licensed institution
from a contract is lower than the unavoidable cost of meeting its obligation under the contract. The provision
amount that is recognized for onerous contract as per NFRSs shall be presented under this heading.

Deferred tax liabilities
Deferred tax liabilities are the amounts of income taxes payable in future periods in respect of taxable temporary

oc 3 anfes ufedger Qoco/Ta — 46 -



I == BEST FINANCE COMPANY LTD.
= I HISollod DaUai fod.

BFC

4.23

4.24

4.25

4.26

4.27

differences, shall be included under this head. Deferred tax liabilities that are recognized as per requirement of
NFRSs shall be presented under this account head.

Other liabilities

Any residual liabilities not captured above, shall be presented under an appropriate head in this account. Liabilities
relating to employees benefits like liabilities for defined benefit obligation gratuity and pension fund, liabilities for
long-service leave, cash settled share based payment liabilities, short-term employee benefits etc., Creditors and
accruals, Interest payable on deposit and borrowing, unearned income, unpaid dividend etc. shall be presented under
this account head.

Debt securities Issued
Debenture, bond or other debt securities issued by bank shall be presented under this broad account head.

Subordinated Liabilities

Liabilities subordinated, at the event of winding up, to the claims of depositors, debt securities issued and other
creditors shall be included here. It shall include redeemable preference share, subordinated notes issued, borrowings
etc.

Share Capital

The amount of paid-up share capital of the licensed institution shall be mentioned under this head. Amount credited
in share capital by issuing bonus shares utilizing the accumulated profit and reserves shall also be disclosed under
this heading. This shall include paid up amount of ordinary share capital and equity component of preference
share capital. The convertible preference shares which include an option for the holder of the shares to convert
the preferred shares into a fixed number of ordinary shares at any time after a predetermined date, irredeemable
preference share and perpetual debt instruments, the equity component that is recognized and measured as per
NFRSs as equity as well shall be presented under this heading.

Reserve

Licensed institution shall include the amounts received from allocation of profits or retained earnings in connection
with maintaining reserves or created from any other process. Normally, amount shall be credited to this heading
having debited the accumulated profit and while using these reserves, the concerned reserve account shall have to
be debited. Followings are the additional clarification of account head under reserve.

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

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

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

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

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

(f) Special Reserve
Any special reserve that is created as per the specific requirement of NRB directive or special instruction of
NRB shall represent special reserve. The amount allocated to this reserve by debiting retained earning account
shall be presented under this heading.

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

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

(i) Capital Adjustment/Equalization Fund
Any amount that is allocated from the amount retained profit to a reserve that is created for the raising capital
of the Bank as well as calls is advance amount to make up minimum paid up capital amount shall be presented
under this account head.

(j) Corporate Social Responsibility Fund
The fund created for the purpose of corporate social responsibility by allocating profit shall be presented under
this account head.

(k) Investment Adjustment Reserve
It is a regulatory reserve created as a cushion for adverse price movements in bank's investments as directed
by the Directives of Nepal Rastra Bank.

() Actuarial Gain/Loss Reserve
Actuarial gain or loss that represents change in actuarial assumptions used to value employee obligations shall
be presented under this account head.

(m) Regulatory Reserve

The amount that is allocated from profit or retained earnings of the Bank to this reserve as per the Directive of
NRB for the purpose of implementation of NFRSs and which shall not be regarded as free for distribution of
dividend (cash as well as bonus shares) shall be presented under this account head. The amount allocated to this
reserve shall include interest income recognized but not received in cash, difference of loan loss provision as
per NRB directive and impairment on loan and advance as per NFRSs (in case lower impairment is recognized
under NFRSs), amount equals to deferred tax assets, actual loss recognized in other comprehensive income,
amount of goodwill recognized under NFRSs etc.

(n) Other Reserve Fund
Any reserve created with specific or non-specific purpose (except stated in above) shall be presented under this
by disclosing accounting heads.

Non-Controlling Interest

Non-controlling interest (NCI) is the portion of equity ownership in a subsidiary not attributable to the parent
company, which has a controlling interest and consolidates the subsidiary's financial results with its own. The
bank who has a subsidiary and consolidates the financial statement of subsidiary in its own shall present the equity
portion of the subsidiary that are attributable to the shareholders other than the bank under this account head.

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

Retained Earning

The accumulated profits which have not been distributed to shareholders and has been ploughed back in the licensed
institution’s operations and is free for distribution of dividend to the shareholders shall be presented under this
heading.
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4.29

4.30

4.31

4.32

4.33

4.34

4.35

4.36

4.37

Contingent Liabilities and Commitment

Where the Company undertakes to make a payment on behalf of its customer for guarantees issued for which an
obligation to make a payment has not arisen at the reporting date, those are included in the financial statement as
contingent liabilities. 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 and the Company has not
made payments. Such commitment amounts are also presented under Contingent Liabilities and commitments

Brief Explanations on Accounting Heads of the Statement of Profit or Loss Account

Interest Income

The interest income recognized as per NFRSs shall be presented under this head. This heading shall include interest
income on loan and advance, investment securities except on those investment securities measure at fair value
through profit or loss, cash and and cash equivalent, due from Nepal Rastra Bank, due from BFIs, loan and advances
to staff etc.

Interest expenses

The interest expenses recognized as per NFRSs shall be presented under this head. The interest accrued on deposits
collected, debt securities issued, borrowings obtained, subordinated liabilities, amount due to bank and financial
institutions, due to NRB etc. shall be presented under this heading.

Fees and commission income

Fee income is earned for diverse ranges of services provided by the bank to its customers. Fee income arises on the
execution of a significant act completed or from provision of services like asset management, portfolio management,
management advisory and service fees etc. Loan documentation fee, loan management fee, consortium fee,
commitment fee, card issuance and renewal fees, prepayment and swap fee, remittance fee, investment banking fee,
asset management fee, brokerage, commission on letter of credit, commission on guarantee, locker rental income,
etc. should be presented under this heading. The fees and commission income that are integral to the effective
interest rate on the financial assets are included in the measurement of the effective interest rate and shall not be
recognized as income, however immaterial amount can be recognized in profit or loss account as income.

Fees and commission expense

Payouts on account of fee and commission for services obtained by the bank shall be presented under this account
head. This account head shall include card related fees, guarantee commission, brokerage expenses etc. The fees
and commission expense that are integral to the effective interest rate on the financial liability are included in the
measurement of the effective interest rate and shall not be recognized as expense.

Net trading income

Trading income comprises gains less losses relating to trading assets and liabilities, and includes all realized interest,
dividend and foreign exchange differences as well as unrealized changes in fair value of trading assets and liabilities
shall be presented under this account head.

Other operating income

Receipt of all other operating income not specifically provided under the income heads above shall be booked and
presented under this head. This shall include foreign exchange revaluation gain, gain/loss on sale of available for
sale securities, dividend on available for sale securities, gain/loss on sale of property and equipment, gain/loss on
sale of investment properties, operating lease income, gain/loss on sale of gold and silver, finance income of finance
lease etc.

Impairment charge/ (reversal) for the loans and other losses

Impairment loss recognized as per NFRSs on loan and other losses shall be presented under this account head.
It shall include impairment charge/reversal on loan and advances to customers, loan and advances to bank and
financial institutions, investment securities, placement with bank and financial institutions, property and equipment,
goodwill and intangible assets, investment properties etc.

Personnel expenses

All expenses related to employees of a bank shall be included under this head. Expenses covered under this head
include employees' salary, allowances, pension, gratuity, contribution to provident fund, training expenses, uniform
expenses, insurance, staff bonus, finance expense under NFRSs, cash-settled share-based payments etc.

Other operating expense
All operating expense other than those relating to personnel expense are recognized and presented under this account
head. The expenses covered under this account head shall include office administration expense, other operating
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and overhead expense, directors' emoluments, remuneration and non-audit fee paid to auditors, professional and
legal expense, branch closure cost expense, redundancy cost expense, expense of restructuring, impairment of non-
financial assets, expense of corporate social responsibility, onerous lease provisions etc.

4.38 Depreciation and amortization
Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life. Amortization is
the systematic allocation of the depreciable amount of an intangible asset over its useful life. Depreciation measured
and recognized as per NFRSs on property and equipment, and investment properties, and amortization of intangible
assets shall be presented under this account head.

4.39 Non-operating income
The income and expenses that have no direct relationship with the operation of transactions shall be presented under
this head. The income/expense covered under this account head shall include loan written off, recovery of loan,
redundancy provision, expense of restructuring etc

4.40 Income tax expenses
The amount of income tax on net taxable profit shall be recognized and presented under this account head. This
account head shall include current tax expense and deferred tax expense/deferred tax income.

4.41 Brief Explanations on Accounting Heads of the Statement of Other Comprehensive Income

1. Fair value reserve relating to investment in equity instruments
Net changes in fair value of equity instrument that are measured at fair value and the changes in fair value is
required to be recognized in other comprehensive income shall be recognized and presented under this account
head. The changes may be subsequently reclassified to profit and loss in accordance with the relevant NFRSs
shall also be deducted from the fair value reserve.

2. Changes in revaluation reserve
Changes in revalued amount of property and equipment, and intangible assets shall be presented under this
account head.

3. Cash flow hedge
When a derivative is designated as the hedging instrument in a hedge of the variability in cash flows attributable
to a particular risk associated with a recognized asset or liability or a highly probable forecast transaction
that could affect profit or loss, the effective portion of changes in the fair value (losses) of the derivative
is recognized and presented in Other comprehensive income under this account head. The changes may be
subsequently reclassified to profit and loss in accordance with the relevant NFRSs shall also be deducted from
the fair value reserve.

4. Net actuarial gain/loss on defined benefit plans
Re-measurement gain/losses arising from experience adjustments and changes in actuarial assumptions are
recognized in the period in which they occur, directly in other comprehensive income and shall be presented
under this account head.

5. Income tax relating to these items
The income tax relating to the items shown in other comprehensive income shall be presented under this head.
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4.1 Cash and cash equivalent Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Cash in hand 34,406,288 30,839,594
Balances with B/FIs 232,695,125 176,922,402
Money at call and short notice - -
Other -
Total 267,101,413 207,761,996
4.2 Due from Nepal Rastra Bank Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Statutory balances with NRB 240,544,182 177,085,140
Securities purchased under resale agreement - -
Other deposit and receivable from NRB - -
Total 240,544,182 177,085,140
4.3 Placements with Bank and Financial Instituitions Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Placement with domestic B/FIs - -
Placement with foreign B/FIs - -
Less: Allowances for impairment - -
Total - -
4.4 Derivative financial instruments Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Held for trading - -
Interest rate swap - -
Currency swap - -
Forward exchange contract - -
Others - -
Held for risk management - -
Interest rate swap - -
Currency swap - -
Forward exchange contract - -
Other - -
Total - -
4.5 Other trading assets Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Teasury bills - -
Government bonds - -
NRB Bonds - -
Domestic Corporate bonds - -
Equities - -
Other - -
Total - -
Pledged -
Non-pledged - -
4.6 Loan and advances to B/FIs Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Loans to microfinance institutions 20,000,000 25,000,000
Other - -
Less: Allowances for impairment 240,000 325,000
Total 19,760,000 24,675,000
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4.6.1: Allowances for impairment

Balance at the end of Previous Year 325,000 65,195
Impairment loss for the year: (85,000) 259,805
Charge for the year (85,000) 259,805
Recoveries/reversal - -
Amount written off - -
Balance at the end of this year 240,000 325,000
4.7 Loans and advances to customers Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080

Loan and advances measured at amortized cost

4,148,931,203

3,709,728,579

Less: Impairment allowances

(241,559,283)

(130,477,891)

Collective impairment

Individual impairment 241,559,283 130,477,891
Net amount 3,907,371,920 3,579,250,688
Loan and advances measured at FVTPL - -
Total 3,907,371,920 3,579,250,688
4.7.1: Analysis of loan and advances - By Product
Particulars 31 Ashad 2081 31 Ashad 2080
Product
Term loans 266,462,430 161,033,313
Overdraft 757,210,835 267,011,538
Trust receipt/Import loans -
Demand and other working capital loans 111,707,881 117,202,265
Personal residential loans 786,163,456 655,258,609
Real estate loans 319,151,646 294,960,999
Margin lending loans 343,557,743 226,940,896
Hire purchase loans 130,753,169 169,706,964
Deprived sector loans 187,072,333 176,881,711
Bills purchased -
Staff loans 61,488,738 52,065,495
Other 1,107,639,123 1,525,633,266
Sub total 4,071,207,354 3,646,695,056
Interest receivable 77,723,849 63,033,523
Grand total 4,148,931,203 3,709,728,579
4.7.2: Analysis of loan and advances - By Currency
Particulars 31 Ashad 2081 31 Ashad 2080
Nepalese rupee 4,148,931,203 3,709,728,579
Indian rupee - -
United State dollar - -
Great Britain pound - -
Euro - -
Japenese yen - -
Chinese yuan - -
Other - -
Total 4,148,931,203 3,709,728,579
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4.7.3: Analysis of loan and advances - By Collateral

Particulars 31 Ashad 2081 31 Ashad 2080
Secured
Movable/immovable assets 3,440,487,199 3,097,437,817
Gold and silver - -
Guarantee of domestic B/FIs
Government guarantee 4,015,316 4,015,316
Guarantee of international rated bank - -
Collateral of export document - -
Collateral of fixed deposit receipt 75,347,395 92,711,707
Collateral of Governement securities - -
Counter guarantee - -
Personal guarantee 142,227,925 173,217,403
Other collateral 410,145,822 279,312,813
Subtotal 4,072,223,657 3,646,695,056
Unsecured 77,723,849 63,033,523
Grant Total 4,149,947,506 3,709,728,579
4.7.4: Allowances for impairment

Particulars 31 Ashad 2081 31 Ashad 2080
Specific allowances for impairment
Balance at the end of Previous Year 130,477,891 104,380,298
Impairment loss for the year: 111,081,392 26,097,593
Charge for the year 111,081,392 26,097,593
Recoveries/reversal during the year -
Write-offs - -
Exchange rate variance on foreign currency impairment - -
Other movement - -
Balance at the end of This Year 241,559,283 130,477,891
Collective allowances for impairment
Balance at the end of Previous Year - -
Impairment loss for the year: - -
Charge/(reversal) for the year -
Exchange rate variance on foreign currency impairment - -
Other movement - -
Balance at the end of This Year - -
Total allowances for impairment 241,559,283 130,477,891
4.8 Investment securities Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080
Investment securities measured at amortized cost 1,294,508,353 919,338,324
Investment in equity measured at FVTOCI 298,386,210 243,798,029
Total 1,592,894,563 1,163,136,353
4.8.1: Investment securities measured at amortized cost

Particulars 31 Ashad 2081 31 Ashad 2080
Debt securities - -
Government bonds 421,514,326 537,972,174
Government treasury bills 722,994,027 381,366,150
Nepal Rastra Bank bonds - -
Nepal Rastra Bank deposits instruments 150,000,000 -
Other -
Less: specific allowances for impairment - -
Total 1,294,508,353 919,338,324
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4.8.2: Investment in equity measured at fair value through other comprehensive income

Particulars 31 Ashad 2081 31 Ashad 2080
Equity instruments - -
Quoted equity securities 192,924,810 191,248,829
Unquoted equity securities 105,461,400 52,549,200
Total 298,386,210 243,798,029
4.8.3: Information relating to investment in equities Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Cost Fair Value Cost Fair Value
Investment in quoted equity 160,330,000 192,924,810 131,544,300 191,248,829
National Micro Finance Bittiya Sanstha Ltd. (Promoter) ) ) i
25,000 shares of Rs. 100 each and 54,873 bonus shares
National Micro Finance Bittiya Sanstha Ltd. (Promoter) ) 45.952.345 i 55,630,695
61,681 bonus shares
Nepal Life Insurance Co. Ltd. ) 619 i 744
1 Bonus share
NIC Asia Balanced Fund
1,000,000 shares os Rs.10 each 10,000,000 9,600,000 10,000,000 9,330,000
NMB Mutual Fund
1,000,000 shares of Rs.10 each 10,000,000 10,040,000 10,000,000 10,500,000
Sanima Large Cap Fund
2,000,000 shares of Rs. 10 each 20,000,000 18,580,000 20,000,000 17,840,000
Kumari Equity Fund 2,500,000 2,415,000 2,500,000 2,542,500
250,000 shares of Rs. 10 each T T T T
NIBSF2
2,000,000 shares of Rs. 10 each 20,000,000 16,500,000 20,000,000 18,220,000
PSF
1,468,090 shares of Rs. 10 each 14,680,900 14,372,601 14,680,900 12,992,597
SBCF 20,000,000 16,540,000 20,000,000 15,700,000
2,000,000 shares of Rs. 10 each U o T U
Mega Mutual Fund 1
436340 Shares of Rs. 10 Each 4,363,400 3,368,545 4,363,400 3,486,357
Kumari Dhanbriddhi Yojana
200,000 Shares of Rs. 10 Each 20,000,000 19,340,000 20,000,000 20,080,000
Laxmi Value Fund II
1,000,000 Shares of Rs. 10 Each 10,000,000 9,240,000 j }
Himalayan Closed End MF H8020
1,000,000 Shares of Rs. 10 Each 10,000,000 9,990,000 j j
NIC Asia Growth Fund 2
1,000,000 Shares of Rs. 10 Each 10,000,000 8,200,000 ) )
Kumari Sabal Yojana
150,000 Shares of Rs. 10 Each 1,500,000 1,500,000 ) j
General Insurance Company Limited (Public)
27,143 Shares of Rs. 100 Each ) ) 2,714,300 17,640,236
General Insurance Company Limited (Promoter)
72.857 Shares of Rs. 100 Each 7,285,700 7,285,700 7,285,700 7,285,700
Investment in unquoted equity 87,816,200 105,461,400 37,816,200 52,549,200
Nepal Clearing House
105,760 Shares of Rs. 100 Each 2,025,200 10,576,000 2,025,200 7,663,800
Karja Suchana Kendra
98.854 Shares of Rs. 100 Each 791,000 9,885,400 791,000 9,885,400
Citizen Investment Trust
350,000 Shares of Rs 100 Each 35,000,000 35,000,000 35,000,000 35,000,000
National Equity Fund-1
50,000 Shares of Rs 1000 Each 50,000,000 50,000,000 ) )
Total 248,146,200 298,386,210| 169,360,500 243,798,029

Investment in unquoted equity are shown at cost considering networth of invested equity are not less than cost.
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4.9 Current tax assets Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Current tax assets 71,934,115 73,507,928
Current year income tax assets 1,623,323 2,034,703
Tax assets of prior periods 73,507,928 71,713,294
Opening Tax asset adjustment (3,197,136) (240,069)
Current tax liabilities 55,510,185 41,508,922
Current year income tax liabilities 14,001,263 16,342,353
Tax liabilities of prior periods 41,508,922 25,166,569
Total 16,423,930 31,999,006
4.10 Investment in subsidiaries Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Investment in quoted subsidiaries - -
Investment in unquoted subsidiaries - -
Total investment - -
Less: Impairment allowances - -
Net carrying amount - -
4.10.1: Investment in quoted subsidiaries
31 Ashad 2081 31 Ashad 2080
Particulars
Cost Fair Value Cost Fair Value
........................................... Ltd.
............ shares of Rs. .......each
........................................... Ltd.
............ shares of Rs. .......each
Total - - - -
4.10.2: Investment in unquoted subsidiaries Amount in NPR
. 31 Ashad 2081 31 Ashad 2080
Particulars
Cost Fair Value Cost Fair Value
........................................... Ltd.
............ shares of Rs. .......ecach
........................................... Ltd. i i
............ shares of Rs. .......each
Total - - - -
4.10.3: Information relating to subsidiaries of the Finance Amount in NPR
Percentage of ownership held by the
Particulars Finance
31 Ashad 2081 31 Ashad 2080
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4.10.4: Non controlling interest of the subsidiaries

Amount in NPR

Particulars

Current Year

...Ltd ....Ltd

...Ltd

...Ltd

Equity interest held by NCI (%)

Profit/(loss) allocated during the year

Accumulated balances of NCI as on Ashadh end 2080

Dividend paid to NCI

Funds used

NCI as on Ashadh end 2081

Particulars

Previous Year

...Ltd ....Ltd

...Ltd

...Ltd

Equity interest held by NCI (%)

Profit/(loss) allocated during the year

Accumulated balances of NCI as on Ashadh end 2079

Dividend paid to NCI

Funds used

NCI as on Ashadh end 2081

4.11 Investment in associates

Amount in NPR

Particulars

31 Ashad 2081

31 Ashad 2080

Investment in quoted associates

Investment in unquoted associates

Total investment

Less: Impairment allowances

Net carrying amount

4.11.1: Investment in quoted associates

Amount in NPR

Particulars

31 Ashad 2081

31 Ashad 2080

Cost Fair Value

Cost

Fair Value

4.11.2: Investment in unquoted associates

Amount in NPR

Particulars

31 Ashad 2081

31 Ashad 2080

Cost Fair Value

Cost

Fair Value
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4.11.3: Information relating to associates of the Finance Amount in NPR
Percentage of ownership held by the
Particulars Finance
31 Ashad 2081 31 Ashad 2080
........................................... Ltd.
........................................... Ltd.
........................................... Ltd.
........................................... Ltd.
4.11.4: Equity value of associates
Particulars
........................................... Ltd.
........................................... Ltd.
Total
4.12 Investment properties Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080

Investment properties measured at fair value

Balance as on the end of Previous Year

Addition/disposal during the year- Net

Net changes in fair value during the year

Adjustment/transfer

Net amount

Investment properties measured at cost

Balance as on the end of Previous Year 213,306,661 183,369,960
Addition/disposal during the year 66,817,865 29,936,701
Adjustment/transfer - -
Accumulated depreciation - -
Accumulated impairment loss - -
Net amount 280,124,526 213,306,661
Total 280,124,526 213,306,661

Non-current assets (such as property) and disposal groups (including both the assets and liabilities of the disposal groups) are

classified as Investment Properties and measured at cost.
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4.14 Goodwill and Intangible Assets Amount in NPR
Software Total Total
Particulars Goodwill Purchased | Developed Other | Ashad end | Ashad end
2081 2080
Cost
As on Shrawan 1, 2079 - 6,178,837 - - 6,178,837 4,865,770
Addition during the Year - 1,346,333 - - 1,346,333 1,313,067
Acquisition 1,346,333 1,346,333 -
Capitalization - - - - - 1,313,067

Disposal during the year - - - - - -

Adjustment/Revaluation - - - - - -

Balance as on Ashadh end 2080 - 7,525,170 - - 7,525,170 6,178,837
Addition during the Year - 671,500 - - 671,500 1,346,333
Acquisition 671,500 671,500 1,346,333
Capitalization - - - - - -

Disposal during the year - - - - - -

Adjustment/Revluation - - - - -

Balance as on Ashadh end 2081 - 8,196,670 - - 8,196,670 7,525,170
Amortization and Impairment

As on Shrawan 1, 2079 - 2,367,292 - - 2,367,292 1,435,052
Amortization charge for the Year - 1,101,406 - - 1,101,406 932,240
Impairment for the year - - - - - -
Disposals - - - - - -
Adjustment - - - - - -
As on Ashadh end 2080 - 3,468,698 - - 3,468,698 2,367,292
Amortization charge for the Year - 1,349,823 - - 1,349,823 1,101,406
Impairment for the year - - - - - -
Disposals - - - - - -
Adjustment - - - - - -
As on Ashadh end 2081 - 4,818,521 - - 4,818,521 3,468,698
Capital Work in Progress - - - - - -
Net Book Value

As on Ashadh end 2079 - 3,430,718 - - 3,430,718

As on Ashadh end 2080 - 4,056,472 - - 4,056,472 4,056,472
As on Ashadh end 2081 - 3,378,149 - - 3,378,149 -

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and bring the specific software to
use. 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 estimated useful life. Costs associated with
maintaining software are recognized as an expense as incurred.
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4.15 Deferred Tax Amount in NPR
Current Year
. Deferred Tax | Deferred Tax Net Deferred
Particulars Assets Liabilities Tax Assets/
(Liabilities)
Deferred tax on temporory differences on following items
Loan and Advance to B/FIs - - -
Loans and advances to customers 31,498,032 - 31,498,032
Investment properties - - -
Investment securities - 15,072,003 (15,072,003)
Property & equipment - 21,807,330 (21,807,330)
Employees' defined benefit plan 6,440,070 6,440,070
Lease liabilities 23,725,153 - 23,725,153
Provisions 3,536,767 - 3,536,767
Other temporory differences - - -
Deferred tax on temporory differences 65,200,022 36,879,333 28,320,689
Deferred tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rate - - -
Net Deferred tax asset/(liabilities) as on 31 Ashadh, 2081 28,320,689
Deferred tax (asset)/liabilities as on Shrawan 1, 2080 11,117,713
Restatment for DT on LLP of FY 2079-80 18,253,176
Origination/(Reversal) during the year (57,691,578)
Deferred tax expense/(income) recognised in profit or loss (51,537,379)
Peferred tax expense/(income) recognised in other comprehensive (3,109,083)
income
Deferred tax expense/(income) recognised in directly in equity (3,045,116)
Previous Year
. Deferred Tax | Deferred Tax D
Particulars Assets Liabilities Tax Assets/
(Liabilities)
Deferred tax on temporory differences on following items
Loan and Advance to B/FIs - - -
Loans and advances to customers - - -
Investment properties - - -
Investment securities - 22,331,259 (22,331,259)
Property & equipment (21,935,108) - (21,935,108)
Employees' defined benefit plan - (2,172,876) 2,172,876
Lease liabilities 24,033,621 - 24,033,621
Provisions 6,942,156 - 6,942,156
Other temporory differences - - -
Deferred tax on temporory differences 9,040,670 20,158,383 (11,117,713)

Deferred tax on carry forward of unused tax losses

Deferred tax due to changes in tax rate

income

Net Deferred tax asset/(liabilities) as on 31 Ashadh 2080 (11,117,713)
Deferred tax (asset)/liabilities as on 1 Shrawan, 2079 35,144,210
Restatment for netting of Investment securities in 2078-79 (11,148,723)
Restated deferred tax for 2078-79 46,292,934
Origination/(Reversal) during the year (35,175,221)
Deferred tax expense/(income) recognised in profit or loss (2,043,614)
Deferred tax expense/(income) recognised in other comprehensive (33,131,607)

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

Note :
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4.16 Other assets Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Assets held for sale - -
Other non banking assets - -
Bills receivable - -
Accounts receivable 116,372 240,471
Accrued income 2,702,158 2,677,500
Prepayments and deposit 7,504,594 7,878,493
Income tax deposit 6,923,456 6,923,456
Deferred employee expenditure 1,249,881 242,615
Other 18,095,664 16,534,045
Stationary Stock 1,010,964 981,916
Receivable Insurance 265,835 184,765
Bank 1 day interest receivable - -
Unwinding of Interest 742,988 645,057
Gratuity Surplus - -
Debit Card Stock 283,630 349,396
Other 15,792,247 14,372,911
Total 36,592,125 34,496,580
4.17 Due to Bank and Financial Institutions Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Money market deposits - -
Interbank borrowing - -
Settlement and clearing accounts - -
Other deposits from BFIs 24,669,231 102,772,834
Total 24,669,231 102,772,834

The balances in accounts maintained with the Bank by other local financial institutions have been presented under this head.
Interbank borrowing, interbank deposit, balances on settlement and clearing accounts as well as other amount due to bank and

financial institution are also presented under this head.

4.18 Due to Nepal Rastra Bank

Amount in NPR

Particulars

31 Ashad 2081

31 Ashad 2080

Refinance from NRB

Standing Liquidity Facility

Lender of last report facility from NRB

Securities sold under repurchase agreements

Other payable to NRB

Total

The amount payable to NRB shall include amount of refinance facilities, standing liquidity facility, lender of last resort, sale

and repurchase agreements, deposit from NRB etc.

4.19 Derivative financial instruments

Amount in NPR

Particulars

31 Ashad 2081

31 Ashad 2080

Held for trading

Interest rate swap

Currency swap

Forward exchange contract

Others

Held for risk management

Interest rate swap

Currency swap

Forward exchange contract

Other

Total
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4.20 Deposits from customers Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080

Institutions customers:

Term deposits 592,365,576 228,037,921

Call deposits 184,536,381 200,898,343

Current deposits 55,340,405 34,341,408

Other 54,094,895 31,906,416

Individual customers:

Term deposits

3,425,957,864

2,784,557,972

Saving deposits

1,090,627,416

981,709,093

Current deposits

32,243,733

26,279,686

Other

Total

5,435,166,270

4,287,730,839

4.20.1: Currency wise analysis of deposit from customers

Particulars

31 Ashad 2081

31 Ashad 2080

Nepalese rupee

5,435,166,270

4,287,730,839

Indian rupee

United State dollar

Great Britain pound

Euro

Japenese yen

Chinese yuan

Other

Total

5,435,166,270

4,287,730,839

4.21 Borrowing

Amount in NPR

Particulars

31 Ashad 2081

31 Ashad 2080

Domestic Borrowing

Nepal Government

Other Institutions

Other

Foreign Borrowing

Foreign Bank and Financial Institutions

Multilateral Development Banks

Other Institutions

Total

4.22 Provisions

Amount in NPR

Particulars

31 Ashad 2081

31 Ashad 2080

Provisions for redundancy

Provision for restructuring

Pending legal issues and tax litigation

Onerous contracts

Other

4.22.1: Movement in provision

Particulars

31 Ashad 2081

31 Ashad 2080

Balance at Shrawan 1, 2080

Provisions made during the year

Provisions used during the year

Provisions reversed during the year

Unwind of discount

Balance at Ashadh end, 2081

oc 3 anfes ufedger Qoco/Ta -62 -




I == BEST FINANCE COMPANY LTD.
= I HISollod DaUai fod.

BFC

4.23 Other liabilities Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080
Liability for employees defined benefit obligations 3,774,505 6,633,446
Liability for long-service leave 17,692,396 16,507,075
Short-term employee benefits - -
Bills payable - -
Creditors and accruals 46,759,200 11,900,704
Interest payable on deposit 3,511,667 4,806,899
Interest payable on borrowing - refinance - -
Liabilities on defered grant income - -
Unpaid Dividend 594,563 594,563
Liabilities under Finance Lease 79,083,843 80,112,071
Employee bonus payable - 1,044,081
Other 48,015,467 47,975,460
TDS Payable 5,187,295 5,187,379
Interest TDS 4,232,102 3,894,164
Salary TDS 492,569 662,532
Other TDS 462,624 630,683
Others 42,828,172 42,788,081
Interest Suspense Due to NBA 27,037,534 25,610,997
Other Payable 14,570,262 15,987,065
Provisions 1,220,376 1,190,019
Total 199,431,641 169,574,299
4.23.1: Defined benefit obligations
The amounts recognised in the statement of financial position are as follows:

Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080
Present value of unfunded obligations - -
Present value of funded obligations - -
Total present value of obligations - -
Fair value of plan assets - -
Present value of net obligations - -
Recognised liability for defined benefit obligations 44,482 811 43,468,863
4.23.2: Plan assets Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080
Plan assets comprise
Equity securities - -
Government bonds - -
Bank deposit - -
Other(Deposit at CIT) 40,708,304 36,835,415
Total 40,708,304 36,835,415
Actual return on plan assets
4.23.3: Movement in the present value of defined benefit obligations

Particulars 31 Ashad 2081 31 Ashad 2080
Defined benefit obligations at Shrawan 1, 2080 43,468,861 37,439,488
Actuarial losses (4,129,517) 3,369,029
Benefits paid by the plan (2,331,394) (4,200,065)
Current service costs and interest 7,474,861 6,860,411
Defined benefit obligations at Ashadh end, 2081 44,482 811 43,468,863
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4.23.4: Movement in the fair value of plan assets

Particulars 31 Ashad 2081 31 Ashad 2080
Fair value of plan assets at Shrawan 1, 2080 36,835,415 37,162,412
Contributions paid into the plan 2,966,735 3,873,068
Benefits paid during the year (2,331,394) (4,200,065)
Actuarial (losses) gains (445,994) (3,873,890)
Expected return on plan assets 3,683,542 3,873,890
Fair value of plan assets at Ashadh end, 2081 40,708,304 36,835,415
4.23.5: Amount recognised in profit or loss

Particulars 31 Ashad 2081 31 Ashad 2080
Current service costs - -
Interest on obligation - -
Acturial (gain)/loss - -
Expected return on plan assets - -
Total - -
4.23.6: Amount recognised in other comprehensive income

Particulars 31 Ashad 2081 31 Ashad 2080
Acturial (gain)/loss (3,683,523) 7,242.919
Total (3,683,523) 7,242,919
4.23.7: Actuarial assumptions Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080
Discount rate 8.00% 10.00%
Expected return on plan asset 8.00% 10.00%
Future salary increase 7.00% 10.00%
Withdrawal rate 10.00% 10.00%
4.24 Debt securities issued Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080
Debt securities issued designated as at fair value through profit or loss - -
Debt securities issued at amortised cost - -
Total - -
4.25 Subordinated Liabilities Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080
Redeemable preference shares - -
Irredemable cumulative preference shares (liabilities component) - -
Other - -
Total - -
4.26 Share capital Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080
Ordinary shares 854,816,779 854,816,779
Convertible preference shares (equity component only) - -
Irredemable preference shares (equity component only) - -
Perpetual debt (equity component only) - -
Total 854,816,779 854,816,779
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4.26.1: Ordinary shares

Particulars 31 Ashad 2081 31 Ashad 2080
Authorized Capital
10,000,000 Ordinary Share of Rs. 100 each 1,000,000,000 1,000,000,000
Issued capital
8,905,242.37 Ordinary Share of Rs. 100 each 890,524,237 890,524,237
Subscribed and paid up capital
8,548,167.79 Ordinary Share of Rs. 100 each 854,816,779 854,816,779
Total 854,816,779 854,816,779
4.26.2: Ordinary share ownership
Particulars 31 Ashad 2081 31 Ashad 2080
Percent Amount Percent Amount
Domestic ownership 100% 854,816,779 100% 854,816,779
Nepal Government - - - -
"A" class licensed institutions - - - -
Other licensed intitutions - - - -
Other Institutions (Promoters) - - - -
Public 40.18% 343,445,662 40.18% 343,445,662
Other (Promoters) 59.82% 511,371,117 59.82% 511,371,117
Foreign ownership - - - -
Total 100% 854,816,779 100% 854,816,779
Note:  Shareholders holding 0.5% or more Shares
SN Name of Shareholder No. of Shares %
1 Rajendra Kumar Sharma 901,642 10.55%
2 Robinda Prasad Shrestha 505,849 5.92%
3 | Devendra Prasad Dhoju 374,842 4.39%
4 | Rajendra Prasad Dhoju 351,022 4.11%
5 | Laxmi Shrestha 208,094 2.43%
6 Indra Lal Shrestha 200,584 2.35%
7 Kumar Sitaula 178,365 2.09%
8 Ramvha Shrestha 165,231 1.93%
9 Milan Thapa 145,586 1.70%
10 | Bindu Gaire Sharma 145,450 1.70%
11 | Yubaraj Sharma 106,434 1.25%
12 | Bijula Thapa Khadka 92,118 1.08%
13 | Durga Vohra 85,071 1.00%
14 | Bandana Sapkota 81,923 0.96%
15 | Gauri Shrestha 75,582 0.88%
16 | Yeshaswika International Pvt. Ltd. 68,700 0.80%
17 | Amulya Manandhar 58,967 0.69%
18 | Bishnu Bahadur K.C. 56,340 0.66%
19 | Ram Krishna Neupane 52,152 0.61%
20 | Jamuna Kumari Thapa 46,426 0.54%
21 | Nirmala Kumari Suwal 43,604 0.51%
22 | Kapur Prasad Vaijoo 42,902 0.50%
Total 3,986,884 46.65%
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4.27 Reserves Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Statutory general reserve 241,035,509 239,005,432
Exchange equilisation reserve - -
Corporate social responsibility reserve 1,289,214 1,506,703
Capital Redemption Reserve - -
Regulatory reserve 287,277,529 245,337,016
Investment adjustment reserve - -
Capital reserve 3,628,619 3,628,619
Assets revaluation reserve - -
Fair value reserve 35,168,007 52,106,270
Dividend equalisation reserve - -
Debenture redemption reserve -
Actuarial gain (2,685,530) (5,263,996)
Special reserve - -
Other reserve 736,493 613,079
Total 566,449,841 536,933,123
4.28 Contingent liabilities and commitments
Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Contingent liabilities 150,000 200,000
Undrawn and undisbursed facilities 152,489,817 121,014,000
Capital commitment - -
Lease Commitment - -
Litigation 26,910,743 26,910,743
Total 179,550,560 148,124,743
4.28.1: Contingent liabilities
Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Acceptance and documentary credit - -
Bills for collection - -
Forward exchange contracts - -
Guarantees 150,000 200,000
Underwriting commitment - -
Other commitments - -
Total 150,000 200,000
4.28.2: Undrawn and undisbursed facilities
Amount in NPR
Particulars 31 Ashad 2081 31 Ashad 2080
Undisbursed amount of loans - -
Undrawn limits of overdrafts 152,489,817 121,014,000
Undrawn limits of credit cards - -
Undrawn limits of letter of credit - -
Undrawn limits of guarantee - -
Total 152,489,817 121,014,000
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4.28.3: Capital commitments
Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080
Capital commitments in relation to Property and Equipment
Approved and contracted for -
Approved but not contracted for -
Sub total - -
Capital commitments in relation to Intangible assets
Approved and contracted for -
Approved but not contracted for -
Sub total - -
Total - -
4.28.4: Lease commitments Amount in NPR

Particulars 31 Ashad 2081 31 Ashad 2080

Operating lease commitments

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

Not later than 1 year

Later than 1 year but not later than 5 years

Later than 5 years

Sub total

Finance lease commitments

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

Not later than 1 year

Later than 1 year but not later than 5 years

Later than 5 years

Sub total

Grand total

4.28.5: Litigation

The bank's litigations are generally related to its ordinary course of business pending on various jurisdiction. Litigations are
mainly in the nature of income tax. Other litigations include cases pending in various courts & tribunal in Nepal pertaining
assets recovered from the borrowers.
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4.29 Interest income Amount in NPR
Particulars Current Year Previous Year
Cash and cash equivalent 8,888,375 9,516,100
Due from Nepal Rastra Bank 49,315 -
Placement with bank and financial institutions 150,795 1,878,832
Loan and advances to bank and financial institutions 2,168,147 1,356,097
Loans and advances to customers 523,519,053 519,581,356
Investment securities 52,222,020 52,366,749
Loan and advances to staff 5,924,275 3,619,739
Other 8,694,199 3,156,713
Total interest income 601,616,179 591,475,586
4.30 Interest expense Amount in NPR
Particulars Current Year Previous Year
Due to bank and financial institutions 6,174,193 6,650,686
Due to Nepal Rastra Bank - 1,415,600
Deposits from customers 468,527,692 436,361,474
Borrowing - -
Debt securities issued - -
Subordinated liabilities - -
Other 5,654,227 6,143,048
Total interest expense 480,356,112 450,570,808
4.31 Fees and Commission Income Amount in NPR
Particulars Current Year Previous Year
Loan administration fees - -
Service fees 20,649,413 15,519,956
Consortium fees - -
Commitment fees - -
DD/TT/Swift fees - -
Credit card/ATM issuance and renewal fees 120,750 110,630
Renewal fees - -
Prepayment and swap fees - -
Investment banking fees - -
Asset management fees - -
Brokerage fees - -
Remittance fees - -
Commission on letter of credit - -
Commission on guarantee contracts issued - -
Commission on share underwriting/issue - -
Locker rental 96,000 82,000
Other fees and commission income 4,887,185 10,036,501
Total fees and Commission Income 25,753,348 25,749,087
4.32 Fees and commission expense Amount in NPR
Particulars Current Year Previous Year
ATM management fees 413,309 783,219
VISA/Master card fees - -
Guarantee commission - -
Brokerage - -
DD/TT/Swift fees - -
Remittance fees and commission - -
Other fees and commission expense - -
Total fees and Commission Expense 413,309 783,219
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4.33 Net trading income Amount in NPR
Particulars Current Year Previous Year
Changes in fair value of trading assets - -
Gain/loss on disposal of trading assets - -
Interest income on trading assets - -
Dividend income on trading assets - -
Gain/loss on foreign exchange transaction - -
Other - -
Net trading income - -
4.34 Other operating income Amount in NPR
Particulars Current Year Previous Year
Foreign exchange revauation gain - -
Gain/loss on sale of investment securities - -
Fair value gain/loss on investment properties - -
Dividend on equity instruments 7,975,594 4,836,027
Gain/loss on sale of property and equipment 1,136,993 -
Gain/loss on sale of investment property 991,619 8,416,243
Operating lease income - -
Gain/loss on sale of gold and silver - -
Locker rent - -
Other 7,825,779 16,961,638
Total 17,929,985 30,213,908
4.35 Impairment charge/(reversal) for loan and other losses Amount in NPR
Particulars Current Year Previous Year
Impairment charge/(reversal) on loan and advances to B/FIs (85,000) 259,805
Impairment charge/(reversal) on loan and advances to customer 111,081,392 26,097,593
Impairment charge/(reversal) on financial investment - -
Impairment charge/(reversal) on placement with banks and financial institutions - -
Impairment charge/(reversal) on property and equipment - -
Impairment charge/(reversal) on goodwill and intangible assets - -
Impairment charge/(reversal) on investment properties -
Total 110,996,392 26,357,398
4.36 Personnel Expense Amount in NPR
Particulars Current Year Previous Year
Salary 41,572,117 38,962,780
Allowances 28,040,499 26,103,284
Gratuity expense 7,474,859 61,461
Provident fund 4,145,771 3,890,208
Uniform 1,919,350 2,053,477
Training & development expense 2,443,065 2,186,357
Leave encashment 5,504,243 7,330,301
Medical 3,300,255 3,106,678
Insurance - -
Employees incentive - -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS -
Other expenses related to staff 1,016,323 810,681
Subtotal 95,416,482 84,505,227
Employees bonus - 1,044,081
Grand total 95,416,482 85,549,308
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4.37 Other operating expense Amount in NPR
Particulars Current Year Previous Year
Directors' fee 350,500 403,500
Directors' expense 316,596 295,891
Auditors' remuneration 901,740 654,450
Other audit related expense 651,477 1,226,559
Professional and legal expense 966,114 1,233,985
Office administration expense 46,464,612 41,672,066
Operating lease expense - -
Operating expense of investment properties - -
Corporate social responsibility expense 680,452
Onerous lease provisions - -
Other - 307,900
Share Issue Expenses 307,900
Others - -
Total 49,651,039 46,474,803
4.37.1 Office administration expense Amount in NPR
Particulars Current Year Previous Year
Water and electricity 4,157,684 3,536,347
Repair and Maintenance 2,346,042 2,290,484
(a) Building 833,937 410,770
(b) Vehicle 903,909 863,253
(c) Computer and accessories 65,100 85,830
(d) Office euipment and furniture 389,640 718,606
(e) Other 153,456 212,025
Insurance 854,277 678,459
Postage, Telephone, Internet and Email 3,074,675 3,071,165
Printing & Stationery 2,201,382 1,892,308
Newspaper & Periodicals 51,625 142,056
Advertisements 1,009,583 1,229,072
Donation - 3,700
Security Expense 9,637,855 9,439,779
Deposit and Loan guarantee premium 2,510,236 2,225,630
Travel Allowance and Expense 2,215,354 2,276,938
Fuel Expenses 1,645,778 1,868,480
Entertainment - -
Annual/Special General Meeting expense - 224753
Other 16,760,121 12,792,895
(a) Office Expenses 6,645,072 7,119,314
(b) Technical Service Fees 3,771,469 2,272,393
(c) Other Fees & taxes 1,766,267 1,211,089
(d) Miscelleneous Expenses 676,827 630,889
(¢) Membership Fee 525,198 495,000
(f) Branch Opening/Relocation Expenses 143,152 824,141
(g) Income Tax Expenses 3,197,136 240,069
(h) Share Auction 35,000
Total 46,464,612 41,672,066
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4.38 Depreciation & Amortisation Amount in NPR
Particulars Current Year Previous Year
Depreciation on property and equipment 26,197,205 23,708,015
Depreciation on investment property - -
Amortisation of intangible assets 1,349,823 1,101,406
Total 27,547,028 24,809,421
4.39 Non operating income Amount in NPR
Particulars Current Year Previous Year
Recovery of loan written off 10,258,078 503,107
Other income - -
Total 10,258,078 503,107
4.40 Non operating expense Amount in NPR
Particulars Current Year Previous Year
Loan written off 29,327,844 -
Redundancy provision - -
Expense of restructuring - -
Other expense - 4,000,000
Total 29,327,844 4,000,000
4.41 Income tax expense Amount in NPR
Particulars Current Year Previous Year
Current tax expense 14,001,263 2,812,999
Current year 14,001,263 2,812,999
Adjustments for prior years - -
Deferred tax expense (51,537,379) (2,043,614)
Origination and reversal of temporary differences (51,537,379) (2,043,614)
Changes in tax rate - -
Recognition of previously unrecognised tax losses - -
Total income tax expense (37,536,116) 769,385

The amount of income tax on net taxable profit is recognized and presented under this account head. This account head includes
current tax expense and deferred tax expense/deferred tax income.

4.41.1: Reconciliation of tax expense and accounting profit Amount in NPR
Particulars Current Year Previous Year

Profit before tax (138,150,616) 9,396,731
Tax amount (41,445,185) 2,819,019
Add: Tax effect of expenses that are not deductible for tax purpose 52,828,360 20,102,476
Less: Tax effect on exempt income

Add/less: Tax effect on other items (11,910,963)
Total income tax expense 11,383,175 11,010,532
Effective tax rate -8.24% 117.17%
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Comparison of Unaudited and Audited Financial Statements as of FY 2080/81

Rs. in '000'
As per As per Variance
Statement of Financial Position uITaudlt-ed 1§ud1te.d Reasons for Variance
Financial | Financial | In amount| In %
Statement | Statement
Assets
Cash and cash equivalent 302.101 267.101 35.000 129 Nagarik Akanka Yojana has been
’ ’ ’ ° | move to Investment
Due from NRB and placements with 240,544 240,544 0) 0%
BFIs
Loan and advances 4,062,772 | 3,927,132 135,640 3% | Staff Loan Reversal/ LLP
Investments Securities 1557895 | 1.592.895 (35.,000) 2% Nagarik Akanka Yojana has been
e e ’ move to Investment
Investment in subsidiaries and ) i ) 0%
associates ’
Property and Equipment 304.661 304.484 177 0% Net Impact of ROU & its
’ ’ accumulated Depreciation
Goodwill and intangible assets 3,378 3,378 0 0%
Other assets 368,092 361,461 6,631 2% | Staff Loan Reversal
Total Assets 6,839,443 | 6,696,996 142,447 2%
Capital and Liabilities
Paid up Capital 854,817 854,817 0 0%
Reserves and surplus 318714 182.912 135.802 43% Restate of Retain Earning /
’ ’ ’ Increment in SCI
Deposits 5,459,836 | 5,459,836 0 0%
Borrowings - - - 0%
Bond and Debenture - - - 0%
Other liabilities and provisions o, | Deferred tax liability/Lease
206,076 199,432 6,644 3% Liability/Actuary Valuation
Total Capital and Liabilities 6,839,443 | 6,696,996 142,447 2%
Statement of Profit or Loss
Interest income Revision of AIR/Is] Interest
603,091 601,616 1,475 0% | Receivable/1 Day Interest/ Actuary
Interest Income
Interest expense (480310) | (480.356) 46 0% Revisision of Lease Interest
’ ’ ’ Expenses
Net interest income 122,781 121,260 1,521 1%
Fee and commission income 25,541 25,753 (212) -1% | Deferred Income (Vehicle)
Fee and commission expense - (413) 413 0% | Regrouping/rearranging of items
Net fee and commission income 25,541 25,340 201 1% | Deferred Income (Vehicle)
Other operating income 20,690 17,930 2,760 13%
Total operating income 169,012 164,530 4,482 3%
Impairment charge/(reversal) forloans | 1 439y | 110,996 | (130433)|  671% | Provision
and other losses
Net operating income 188,449 53,534 134,915 72%
Personnel expenses 94.360 95.416 (1.056) 1% Bonus, Actuary valuation, Staff
= (V]
’ ’ ’ loan
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Other operating expenses Revision of Lease Depreciation/
74,337 77,198 (2,861) -4% | Prepaid reversal of technical
service charge
Operating profit 19,752 | (119,081) 138,833 703%
Non operating income/expense (19,070) (19,070) ) 0%
Profit before tax 682 | (138,151) 138,833 | 20357%
Income tax o, | Cumulative tax effect of different
(205) 37,536 (37,741) | 18410% adjustments
Profit /(loss) for the period 477 (100,614) 101,091 | 21193%
Other comprehensive income o, | Deferred Tax Adjustment on items
(16,938) (7,255) (9,683) 57% of OCI
Total comprehensive income (16,461) | (107,869) 91,408 | -555%
Distributable Profit
Opening Retained Earnings (226,457) | (226,457)
Opening Adjustments (182) (37,471)
Net profit/(loss) as per profit or loss 4771 (100,614) 101,091 | 21193%
Add/Less: Regulatory adjustment as o, | Adjustment of GR, actuary loss,
per NRB Directive (29,617) (33,944) 4,327 -15% AIR
Frf:e profit/(loss) after regulatory 255,779) | (398.486) 142,707 56% Cu¥nulatlve effects of NFRS
adjustments Adjustments
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5. Disclosures and Additional Information

5.1. Risk Management
Introduction and Overview
In Compliance with Nepal Rastra Bank Directive on 6 "Corporate Governance", the Board of Company has
established a Risk Management Committee with clear terms of reference. As at the date of this report, the Risk
Management Committee comprised of following:

S.No | Member of Risk Management Committee Designation
1 Mr. Ram Chandra Devkota Coordinator
2 Mr. Ram Krishna Chaulagain Member
3 Mr. Prem Sagar Napit Member
4 Mr. Rabindra Shrestha Member secretary

The Committees meet atleast four times annually. The committee oversees and reviews the fundamental prudential
risks.

Risk is inherent in the Company's activities but is managed through a process of ongoing identification, measurement
and monitoring, subject to risk limits and other controls. This process of risk management is critical to the Company's
continuing profitability and each individual within the Company is accountable for the risk exposures relating to his
or her responsibilities.

Stress Testing

Stress Testing is a valuable risk management tool which tries to quantify the size of potential losses under certain
stress events. A stress event is an exceptional but credible event to which a bank’s portfolio is exposed. As a part of
its risk measurement mechanism, the Bank puts an emphasis on evaluating where the Bank stands under stressful
market conditions. It helps to provide information on the kinds of conditions under which strategies or position, the
Bank would be most vulnerable and thus, strategies are devised such that such circumstance doesn’t arise and/or to
ensure least impact upon the Bank from such scenarios even if they do occur.

Governance Framework
Risk Management Committee of the Company has formed to review the credit risk, Market risk, and liquidity risk
of the institution.

The Company’s risk management framework is established to identify and analyze the risks faced by the institution
to set appropriate risk limits and controls and to monitor risks and adherence to limits. Through it, the Company
secks to efficiently manage credit, market and liquidity risks which arise directly through the Institution’s
commercial activities as well as operational, regulatory and reputational risks which arise as a normal consequence
of any business undertaking. As part of this framework, the institution uses a set of principles that describes its
risk management culture. The institution, through its training and management standards and procedures, aims
to develop a disciplined and constructive control environment in which all employees understand their roles and
obligations.

The Major risk area and mitigation mechanism is as given below.

5.1.1 Credit Risk

Credit risk is the probability of loss of principle and reward associated with it due to failure of counterparty
to meet its contractual obligations to pay the Company in accordance with agreed terms. Credit Risk
Management is ultimately the responsibility of the Board of Directors. Hence overall strategy as well as
significant policies must 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.

5.1.2 Market Risk
The Company’s foreign exchange risk stems from foreign exchange position taking and commercial
dealing. All foreign exchange positions are managed by the Treasury. Fluctuation in foreign exchange rates
can have a significant impact on a Company's financial position. The Company has adopted measures to
appropriately hedge the risks that arise while carrying out international trade transactions. Code of ethics
for treasury dealers is in place to ensure that professionalism and confidentiality are maintained, and ethical
dealing practices observed. The Company treasury dealers have gained exposure to international markets as
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well in addition to having undergone appropriate trainings.

Liquidity Risk

The Company has set internal risk appetite in terms of managing its liquidity risk. Adequate cushion is
maintained in terms of liquidity. Asset-liability management is also a part of the Treasury functions and it
guided by the Company’s Asset Liability Management policy. This is further reviewed by the Company’s
ALCO and Risk Management Committee.

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.

Figure in NPR ‘000

Particulars 1-90 Days 91-180 Days 181-365 Days Over 1 Year Total
Total Assets 1,983,051 419,458 627,927 3,630,850 6,661,286
Total Liabilities 598,548 497,152 617,078 4,148,750 5,861,528

Operational Risk

Operational risk is inherent in all business activities. Whilst risks can never be eliminated, at Best Finance
we follow several procedures and practices like Business Continuity Plan, Whistle Blowing — A Culture of
Speaking Up to manage and mitigate preserve and create value of our business.

‘We manage our operational risks through standardization of internal processes and monitoring mechanisms.
Data security, dual control, periodic departmental reviews and quality assessment are some of the tools that
are used to manage risks.

Critical risk areas are discussed at the management level as well as Risk Management Committee which
updates issues with priority to the Company’s Board to necessary actions and strategic directions.

Compliance and Assurance / Operations Risk Unit

Recognizing the importance of Operations Risk in terms of managing day-to-day business, we have a full-
fledged Operational Risk under the Risk Management Unit.

Capital Management
The capital management approach of the company is driven by its desire to maintain a strong capital base to support
the development of its business and to meet the regulatory capital requirements at all times.

As Capital is the centerpiece of the company’s performance matrix, a sound capital management forms the very
core of the overall performance landscape to ensure that the company delivers on its objective of maximizing
the shareholder’s value. The senior management of the company is engaged and responsible for prudent capital
management at all times. In compliance with the regulatory requirement of increasing the capital base as prescribed
by the Central Bank, the company is comfortable in meeting the minimum capital requirements and is strongly
positioned to meet the performance benchmarks.

5.2.1

5.2.2

Qualitative disclosures

The Board shall be primarily responsible for ensuring the current and future capital needs of the Company in
relation to strategic objectives. The management shall review and understand the nature and level of various
risks that the Company is confronting during different business activities and how this risk relates to capital
levels and accordingly implement sound risk management framework specifying control measures to tackle
each risk factor.

Quantitative disclosures
a) Capital Structure and Capital Adequacy

i. Tier 1 capital and a breakdown of its components
Amount in (NPR '000)

S.N. Particulars Amount
a Paid up Capital 854,817
b Share Premium / Capital Reserve 14,948
c Proposed Bonus Shares -
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Statutory General Reserve

241,749

Retained Earnings

(398,486)

Un-audited Current Year Cumulative Profit

Capital Adjustment Reserve

3,629

SR o | e

Other Free Reserves

ii.

iii.

iv.

vi.

Less: Deferred Tax Assets -

—

Less: Intangible Assets -

W‘;‘.

Less: Investment in equity of institutions with financial interests -

Core (Tier-1) Capital 715,944

Tier 2 capital and a breakdown of its components
Amount in (NPR “000)

S.N. Particulars Amount
a Subordinated Term Debt
b General Loan Loss Provision 63,701
c Exchange Equalization Reserve
d | Investment Adjustment Reserve
e Other Reserve
Supplementary (Tier-2) Capital 63,701
Total qualifying capital
S.N. Particulars Amount (NPR “000)
A Core Capital 715,944
B Supplementary Capital 63,701
Total Qualifying Capital (Total Capital Fund) 779,645

Capital Adequacy Ratio
Capital Adequacy Ratio of the Company as per Basel II as on Ashad 2081 is 12.55% & 13.67% of Core
Capital Fund and Total Capital Fund respectively.

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

The Company formulates an annual business plan, with prescribed plan for every business function
including deposits, lending, product developments and customer service. These plans are made in
consideration of the competitive environment and business sustainability as well as overall risk inherent
in banking business.

Capital Plan is a part of the Company’s business plan. Capital Plan is formulated to fund the planned
business growth and to meet regulatory requirements on minimum capital and capital adequacy.

Result of the scenario-based approach is used as input to the capital contingency plan. The financial
consequences following various scenarios and potential events/actions are estimated and adequacy of
capital in those scenarios is tested. The results are discussed broadly at senior management level and in
board meetings.

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, the 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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b) Risk Exposures

i. Risk weighted exposures for Credit Risk, Market Risk and Operational Risk
Amount in NPR '000

S.N. Risk Weighted Exposure Amount
a Risk Weighted Exposure for Credit Risk 5,165,045
b Risk Weighted Exposure for Operational Risk 199,996
c Risk Weighted Exposure for Market Risk
Total Risk Weighted Exposure 5,365,041
X X . o
SRP 6.4a (7) Add RWE equivalent to reciprocal of capital charge of 3 % of 71252
gross income.
Overall risk management policies and procedures are not
SRP 642 (9) satisfactory. Add 3% of RWE 214,602
Desired level of disclosure requirement has not been achieved.
SRP 6.4a (10) Add 1% of RWE 53,408
Total Risk Weighted Exposures (After Company’s adjustments of Pillar II) 5,704,545

ii. Risk Weighted Exposures under each of 11 categories of Credit Risk
Amount in NPR '000

S.N. Risk Classification RWE

a Claims on Govt. and Central Bank -
b Claims on other Financial Entities -
c Claims on Banks 46,539
d Claims on Corporate and Securities Firm 601,266
e Claims on Regulatory Retail Portfolio 601,093
f | Claims secured by Residential Properties 450,908
g Claims secured by Commercial Real Estate -
h Past due Claims 328,478
i High Risk Claims 1,560,319
J Other Assets 1,525,897
K Off balance sheet items 50,545

Total 5,165,045
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d) Amount of NPAs (Both Gross and Net)
. Current Year
Particulars

Gross NPAs Net NPAs
Restructured / Reschedule Loans - -
Sub Standard Loans 49,069,160 43,194,698
Doubtful Loans 41,140,531 22,049,582
Loss 150,186,145 3,274,915
Total NPAs 240,395,836 68,519,195

Operating Segment Information

5.3.1 General Information
The Company has identified its segments on the basis of its geographical business presence in seven provinces
of the country.

Information about profit or loss, assets, and liabilities

Amount in NPR full figure
Particulars Province 1 | Madhesh Bagmati Gandaki Lumbini Total

Revenues from 33,054,360 | 4,300,445 344,063,617| 39,410,051| 180,787,706 601,616,179
external customers
Intersegment revenues - - - - - -
Net revenues 33,054,360 | 4,300,445 | 344,063,617| 39,410,051| 180,787,706 601,616,179
Interest revenue (a) 33,054,360 | 4,300,445 | 344,063,617| 39,410,051 | 180,787,706 601,616,179
Interest expense (b) 2224,884| 6,733,821| 228,129,359 | 57,906,109| 185,361,939 480,356,112
gf_’lt))mteres”even“e 30,829,476 | (2,433,376)| 115,934,258 | (18,496,058)| (4,574,233) 121,260,067
Depreciation and 1,470,465 1,401,770| 14,698,562 | 3,189,123 6,787,108 27,547,028
amortization
Segment profit / (loss)

12,067,091 | (7,209,841)| (70,308,858)| (33,381,691)| (39,317,317)| (138,150,616)
before tax
Impairment of assets  |20,527,122.85| 609,326 | 153,301,298 |  6,777,384|  60,584,152| 241,799,283
Segment assets 332,562,442 | 59,683,951 [4,577,698,603 | 313,362,781 | 1,413,687,732| 6,696,995,510
Segment liabilities 99,401,740 | 83,403,880 3,909,615,219| 589,966,558 | 2,014,608,113|  6,696,995,510

Revenue

5.3.2 Reconciliation of reportable, segment revenues, profit or loss, assets and liabilities

Total revenue for reportable segments

601,616,179

Other revenues

Elimination of intersegment revenues

Entity's revenue

601,616,179

Profit or Loss

Total profit or loss for reportable segments

(138,150,616)

Other profit or loss

Elimination of intersegment profits

Profit before income tax

(138,150,616)

Assets

Total assets for reportable segments

6,696,995,510

Other assets

Total assets

6,696,995,510

—-81-—
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Liabilities
Total liabilities for reportable segments 6,696,995,510
Other liabilities
Total liabilities 6,696,995,510
5.3.3 Information about product and services
The Company offers different ranges of banking products and services across all operating segments. All
branches in each segment are equipped to provide services of each type to customers through themselves
or through other branches/ central units under same or different segment. However, some branches may be
operated to provide specialized banking service based on management’s assessment of the market niche.
5.3.4 Information about geographical areas
The operating segments identified above are based on geographical presence of the branches in seven provinces
of the country.
Domestic Revenue
Province 1 33,054,360
Madhesh 4,300,445
Bagmati 344,063,617
A Gandaki 39,410,051
Lumbini 180,787,706
Karnali -
Mahakali -
B Foreign -
Total 601,616,179
Information about major customers
Revenue from single external customer does not exceed 10% or more of entity's revenue.
5.4. Share options and share based payment
There is no share-based payment made by the Company.
5.5 Contingent Liabilities and Commitment
Contingent Liabilities
The company has tax litigation of NPR 19,987,287 and liabilities for guarantee issued of NPR 150,000 is also
accounted under this head as presented in schedule 4.28.
Commitments:
The company has undrawn limit of overdraft amounting NPR 152,489,817.
5.6. Related Party Disclosures
The Company identifies its Board of Directors, Key Management Personnel comprising of the CEO and other
executive officials and its Subsidiary Companies as the related parties under the requirements of NAS 24. The
related parties of the Company are listed below:
Particulars Relationship
Khim Lal Paudyal Director
Laxmi Shrestha Director
Ram Chandra Devkota Director
Ram Krishna Chaulagain Director
Sri Ram Shrestha Director
Ramji Gautam Director
Bauddha Raj Aryal Director
Umesh Singh Bhandari* Chief Executive Officer
Shailendra Bade Shrestha Other Key Management Personnel
oc 3ff affes ufdidgeT 2oto/Ta -82-
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5.7.

5.8

5.9

5.10.

Board Member Allowances and Facilities

All members of the Board of Directors are non-executive directors, and no executive compensation is paid to the
directors. The directors are paid Meeting Fees for their attendance in meeting of the Board of Directors and other
Board Level Committees. The Chairman of the Board of Directors is paid NPR 4,000 per meeting attended while
other members of the board receive NPR 3,500 per meeting attended. In addition, the directors are reimbursed with
Magazine and Article expenses of NPR 1,500 per month.

The details of the compensations paid to the directors are as under:
Amount in NPR Full Figure

Particulars This Year (NPR) Previous Year (NPR)

Board Meeting Fee 266,500 288,000
Audit Committee Fee 21,000 49,000
Risk Management Committee fee 28,000 28,000
Money Laundering Prevention Committee 28,000 28,000
Human Resource Committee Fee 7,000 10,500
Other Board expenses 316,596 295,891

Total 667,096 699,391

5.7.1 Compensation Details for Key Management Personnel
Compensations paid to Key Management Personnel (which includes CEO and other executive officials)
during the fiscal year is presented below. In addition, other non-monetary perquisites are provided to the Key
Management Personnel as per the Company’s Human Resource Policy and employment terms and conditions.

Amount in NPR’000

Particulars This Year Previous Year
(NPR “000) (NPR “000)
Salary and Allowances
CEO 5,578 5,560
Other Key Management Personnel 2,070 2,056
Total 7,648 7,616
Other Benefits*
CEO 82 1,309
Other Key Management Personnel 31 448
Total 113 1,757
Post-Employment Benefits** - -

*  Other Benefits include Staff Bonus paid out of profit for previous year.
** Post-employment benefits are actuarially determined on overall basis for all employees.

Loans and Advances extended to Promoters:
The Company has not extended any loans to promoters during the year.

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 2024 till the signing of this financial statement.

Investment Property (Non-Banking Assets)

Non-Banking Assets (NBA) has been shown under investment property. It has been recognized at lower of fair
value of collateral or amount due at the time of assuming of NBA. During the year new NBA of NPR. 95,422,215
has been booked. NPR. 28,604,350 of NBA was sold during the period.
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Amount in NPR Full Figure

Borrower Name Date ";;szummg 31 Ashadh 2081 | 31 Ashadh 2080
Rajesh Kumar Chaurasiya 2059.08.06 - 2,559,952
Usha Shrestha 2069.02.26 7,185,061 7,185,061
Mohamad Miya Hajam 2074 02.30 9,120,065 15,120,065
Roshan Kumar Gauttam 2074.04.28 4,197,000 4,197,000
Devendra/Nirmaya Bhandari 2076.04.01 - -
Tara Bhandari 2077.12.25 - -
Aarati Shrestha 2077.12.25 2,982,650 2,982,650
Srijana Gyawali/Sabita Bhattarai 2077.12.31 3,884,455 3,884,455
Lahanu Dagaura Tharu 2077.12.31 4,618,024 4,618,024
Mini King Fashion Wear 2078.03.02 - -
Himthalo Construction 2078.03.27 1,642,950 1,642,950
Prem & Puja Kirana Pasal 2078.06.31 1,743,262 1,743,262
Ncell Kirana Pasal 2078.06.31 1,877,092 1,877,092
Bishambar Khatiwoda 2078.06.31 9,524,188 9,524,188
D&P Brothers Suppliers 2078.06.31 4,450,269 4,450,269
Birendra Chaudhary 2078.06.31 645,094 645,094
Shree Jay Hanuman Veli Crusher Udhy 2078.06.31 3,149,672 3,149,672
Jagkiran Construction 2078.06.31 31,155,000 31,155,000
Kaji Sun Chandi Pasal 2078.06.31 7,664,190 7,664,190
Nande Sunar 2078.06.24 1,532,000 1,532,000
Saraswati Thapa Bhandari 2078.06.22 10,740,000 10,740,000
Chakra Bahadur Thapa Magar 2078.06.22 1,347,415 1,347,415
Trikashi Gurung 2078.09.11 - 810,000
Nathu Tharu 2078.12.29 1,371,643 1,371,643
Om Nama Traders 2078.12.29 8,000,000 8,000,000
Ram Bilash Chaudhary 2079.03.31 - -
Ramsamuja Shutting 2079.03.31 2,152,011 2,152,011
Sushmita Dudh Dairy Udhyog 2079.06.31 2,312,659 2,312,659
Nanda Shahi 2079.06.31 5,102,829 5,102,829
Oli Khadhya Suppliers 2079.09.30 - 2,057,841
Ram Chandra Kohar 2079.09.30 1,675,295 1,675,295
Nirman Bewasai Farm 2079.09.30 2,880,000 2,880,000
Tek Bahadur Sunari 2079.09.30 969,216 969,216
Punam Dangali Hotel 2079.12.28 4,540,073 4,540,073
Prakriti Agro 2079.12.30 20,454,881 20,454,881
Samyog Textile 2079.12.30 3,031,611 3,031,611
Promi Enterprises 2080.03.31 11,289,324 11,289,324
Dharma Raj Agro Center 2080.03.31 4,198,948 4,198,948
Langdhali Khaja ghar 2080.03.31 5,315,507 5,315,507
Aarav Jewelers 2080.03.31 2,780,610 2,780,610
Puja Shreya Trade & Suppliers 2080.03.31 6,077,061 6,077,061
Aaradhya Food Product 2080.03.31 3,175,349 3,175,349
Mina Kumari Damai 2080.03.31 1,430,473 1,430,473
Tamanna Malla Store 2080.03.31 3,667,799 3,667,799
Shyam Sundar Lodh 2080.03.31 3,995,192 3,995,192
Manju Devi Sharma 2080.04.25 3,892,900 -
Jay Maa Bagheshowri Baluwa Prasodhan 2080.06.30 14,996,328 -
Tauleshwor Prasad Tharu 2080.11.02 2,222,760 -
Prinsa Beauty Parlour & Training Center 2080.11.22 1,843,356 -
Gauspak Galla Kharid Bikri Kendra 2080.11.27 1,905,858 -

oc 3 anfes ufedger Qoco/Ta

-84 —




I == BEST FINANCE COMPANY LTD.
= I HISollod DaUai fod.

BFC

5.11

5.12

5.13

5.14

5.15.

5.16.

Gita Darai 2080.11.27 1,327,314 -
Bimala Devi Budha Chhetri 2080.11.27 2,045,349 -
Rukum Jajarkot Hotel 2080.11.27 1,217,939 -
Padam Bahadur Poudel Chhetri 2080.11.27 1,718,910 -
Dilip Kumar Singh Lodh 2080.12.13 800,000 -
Kamal Ahmad Khan 2081.01.16 1,792,827 -
Dibya Falful Tarakari Pasal 2081.02.18 4,503,748 -
The Sauraha Cafe 2081.03.24 25,900,053 -
Ana Bahadur Shrestha 2081.03.24 2,702,068 -
Basanta Bista 2081.03.31 6,662,901 -
Akhtar Jaha Manihar 2081.03.31 723,534 -
Dipak & Dipika Suppliers 2081.03.31 3,989,811 -
Total 280,124,526 213,306,661

Earnings per share

The Company measures earning per share based on the earning attributable to the equity shareholders for the period.
The number of shares is taken as the weighted average number of shares for the relevant period as required by NAS

33 Earnings per Share.

Particulars Units Year ended Year ended
15-Jul-2024 16-Jul-23
Profit attributable to equity sharcholders (a) NPR '000 100,614 8,627
We1ghte;d average of pumber of equity shares used in In 000 8,548 8.338
computing basic earnings per share (b)
Basic and diluted earnings per equity share of Rs 100 each (a/b) Rs 11.77) 1.03
Revised basis earning per share Rs (11.77) 1.03

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. Revised basic earnings per share has been adjusted retrospectively calculated
based on para 64 of NAS 33.

Proposed Distributions (Dividends and Bonus Shares)
There are no proposed distributions during the year.

Unpaid Dividends
As at the reporting date, unpaid dividend over five years amounts to as follows.

Amount in NPR. '000

Particulars As at As at
15 July 2024 16 July 2023
Not collected for more than 5 years 595 595
Not collected up to 5 years - -
Total 595 595

Merger and acquisition and it’s Tax

No Merger and acquisition have taken in the years presented. The organization has paid Rs 22,040,429.70 Bargain
Purchase Gain Tax in FY 2080-81. Bargain Purchase Gain was account for Rs 73,468,098 in FY 2075-76 on first
time adoption of the Nepal Financial Reporting Standards.

Additional disclosures of non-consolidated entities
There are no further disclosures to be made as per NFRS requirements.

Non-performing assets
The Company’s non-performing assets stood at 5.97 % as at balance sheet date. The total non-performing assets as
at Balance sheet date is NPR 240,395,836.
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Amount in NPR Full Figure

Loan Category Current year Previous Year

Performing Loan 3,789,322,780 3,493,766,542
Pass Loans 3,277,779,803 2,967,261,436
Watchlist Loans 511,542,976 526,505,105
Non-performing Loans 240,395,836 125,863,019
Restructured/ i i
Rescheduled Loans

Substandard Loans 49,069,160 42,213,705
Doubtful Loans 41,140,531 51,399,065
Loss Loans 150,186,145 32,250,249
Gross Loans and Advances 4,029,718,616 3,619,629,560

5.17. Loans Written Off

The Company has written off loans amounting total of Rs 29,327,844 during the year FY 2080-81.

Amount in NPR Full Figure

Borrower Name Amount
Nil Prasad Pandey 9,824,969
Rupa Pradhan Shrestha 302,000
Durga Devi & Suraj Suppliers P. Ltd. 3,942,080
Harikala Mahatraj 569,599
Bikash Yadav 94,006
Ramji Prasad Yadav 4,011,396
Beni Ram Tharu 2,838,856
Sunil Sharma 1,248,794
Santosh Pandey Sagar 1,242,933
Suntali Balami 405,068
Jokhe Batala 881,954
Prem Tolange 802,532
Prashant Tiwari 143,177
Basanta Prakash Upadhyay 388,912
Kishor Prasad Basaula 219,117
Khagendra Prasad Pandit 343,431
Bijay Chaudhary 306,142
Kamala Gurung 1,040,822
Sudin Singh 722,056
Total 29,327,844
5.18. Concentration of Deposits, Loans & Advances and Contingents
Amount in NPR Million
Loans & Advances .
. and Bills Dep0s1t.s & Non-Funded
Particulars Borrowings
Purchased

CY PY CY PY CY PY

Total Amount Outstanding (Gross) 4,030 3,620 5,460 4,391 - -
Highest Exposure of a Single Unit 50 50 161 60 - -
Concentration of exposure 1.24% 1.38% 2.90% 1.37% - -

* CY= Current Year, PY = Previous Year

For the calculation of concentration, loans and advances is total loans extended to the customers except staff loans
and interest accruals on loans and the deposits is total deposits from the customers excluding interest payables.
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Single Obligor Limit and Sector-wise Limit (Directive No. 3) for both funded and non-funded are within the limit
as prescribed by NRB directives.

5.19. Principal Financial Indicators

5.20.

E Y. F Y. F. Y. F. Y. E Y.
Particulars Indicators
2076-77 | 2077-78 | 2078-79 2079-80 2080-81
1. Percentage of Net Profit/Gross Income % 47% 63% 75% 4% -61%
2. Earnings Per Share NPR 9.38 9.88 16.42 1.03 11.77)
3. Market Value per Share NPR 96.00 426.00 377.50 353 500.00
4. Price Earnings Ratio Ratio 10.23 43.13 22.99 342.72 42)
5. Dividend on share capital (Bonus share + o ) ) ) ) )
Cash dividend) ’
6. Cash Dividend on share capital % - - - - -
7 Ilgieer;f;gf:me/ Loans & Advances and % 1729% | 1188% | 1157% | 1332% | 11.70%
8. g)‘:;‘;;"syeze Expenses/Total Operating % 56.24% | 54.96% | 5039% | 53.88% | 5528%
% ggf::vsvtif;fe“es on Total Deposits and % 9.08% | 672% | 7.79% | 10.88% | 9.75%
10. Exchange Fluctuation Gain/Total Income % - - - - -
11. taff Bonus/ Total Staff Expenses % 10.65% 12.81% 19.42% 1.24% 0.00%
12. Net Profit/Loans & Advances % 3.88% 3.85% 5.12% 0.25% -2.67%
13. Net Profit/ Total Assets % 2.24% 2.05% 2.84% 0.16% -1.62%
14. Total Credit/Deposit % 85.35% 71.39% 88.79% 82.44% 72.25%
15. Total Operating Expenses/Total Assets % 3.46% 3.14% 3.21% 2.85% 2.77%
16. Adequacy of Capital Fund on Risk
Weightage Assets
a. Core Capital % 27.97% 22.38% 20.09% 18.69% 12.55%
b. Supplementary Capital % 1.25% 1.03% 1.28% 1.34% 1.12%
c. Total Capital Fund % 29.22% 23.01% 21.37% 20.03% 13.67%
17. Liquidity (CRR) % 3.34% 3.47% 3.36% 4.28% 4.45%
18. Nonperforming Loans/Total Loans % 15.00% 12.83% 3.07% 3.48% 5.97%
19. Weighted Average Interest Rate Spread % 5.97% 4.07% 4.27% 4.57% 4.58%
20. Base Rate % 12.50% 10.95% 13.75% 14.99% 12.57%
21 I\IIJRCI;( ér;::gisvtesjpread (Calculated as per % 597% | 407% | 427% | 457% 4.58%
22. Book Net worth Rs in Lacs NPR 8,499 9,325 11,890 11,802 10,377
23. Total Shares Number | 8,289,138 | 8,289,138 | 8,289,138 | 8,548,168 | 8,548,168
24. Net Worth Per Share NPR 102.53 112.49 143.58 138.07 121.40
25. Total Employees Number 121 121 131 135 133

Valuation Hierarchy
The following tables demonstrates the valuation hierarchy of Company’s Assets and Liabilities. This fair value may
differ from the actual amount that may be received or paid on settlement, realization or maturity of those Financial
Assets and Liabilities.

Fair Value of Financial Assets and Liabilities Measured at Fair Value

The fair value measurement hierarchy is as follows:

Level 1 fair value measurements are those derived from unadjusted quoted prices in active markets for identical
assets or liabilities.

Level 2 valuations are those with quoted prices for similar instruments in active markets or quoted prices for
identical or similar instruments in inactive markets and financial instruments valued using models where

all significant inputs are observable.
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Level 3 portfolios are those where there are unobservable inputs of the instruments. The inputs are not based on
observable market data.

Fair Value Disclosure Level 1 Level 2 Level 3

As on As on As on As on As on As on
31.03.2081 | 31.03.2080 | 31.03.2081 | 31.03.2080 | 31.03.2081 | 31.03.2080
Quoted Equity Shares 192,924,810| 191,248,829 - - - -
Unquoted equity 105,461,400 52,549,200

Particulars

5.21 General Reserve
The movement in general reserve during the year is as follows:

Amount in NPR Full Figure

Particulars Current Year Previous Year
Opening Balance 239,005,432 230,966,265
Transfer as per BAFIA 2,030,077 8,039,167
Closing balance 241,035,509 239,005,432

As required by Section 44 of Banks and Financial Institutions Act, 2073 (BAFIA), 20% of reversal of fair value
reserves of the equity instrument (measured through OCI) disposed during the year amounting to NPR 2,030,077
has been transferred to General Reserve.

5.21.2 Fair Value Reserve

Opening balance of Fair value Reserve as on 31st Ashad 2080 (16 July 2023) stands at NPR 52,106,270.
During the year, gain on sale of investment amounting NPR 7,105,271 net of income tax is deducted
from Fair Value Reserve. Available for sale investments are marked to market on a regular basis and the
difference is adjusted through OCI reserve which amounts to NPR 35,168,007 net of taxes as closing
balance.

5.21.3 Corporate Social Responsibility
As per the NRB directive no. 6.16 on Corporate Social Responsibility, the Company have to allocate 1%
of the net profit of current fiscal year for CSR activities.

Amount in NPR Full Figure

Particulars Current Year Previous Year
Opening CSR Fund 1,506,703 2,100,882
Add: 1% profit this year - 86,273
Less: CSR Expenses (217,489) (680,452)
Closing CSR Fund 1,289,214 1,506,703

5.21.4 Employees Training Fund
NRB Directive 6 requires BFI to incur expenses towards employee training and development equivalent
to at least 3% of the preceding year's total staff expenses which amounts to NPR 2,566,479. Total training
expenses of this year amounted to NPR 2,443,065.
Amount in NPR Full Figure

Particulars Current Year Previous Year
Opening Fund 613,079 22,405
Add: 3% of Last year staff expenses 2,566,479 2,777,031
Actual Staff training Expenses (2,443,065) (2,186,357)
Closing Training fund 736,493 613,079

5.21.5 Other Reserve
Other reserve includes actuary reserve, CSR Reserve, Employee Training Fund and Capital Adjustment
Reserve
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Other Reserve
. Actuary CSR Emp‘lo.yee (;apltal Total
Particulars Training Adjustment
Reserve Reserve
Fund Reserve

Opening balance (5,263,997) 1,506,703 613,079 3,628,619 484,405
Transfer to Reserve
during the year i i 2,566,479 i 2,566,479
Transfer from Reserve
during the year 2,578,466 (217,489) (2,443,065) - (82,088)
Closing balance (2,685,530) 1,289,214 736,493 3,628,619 2,968,796

5.22 Regulatory Reserve
During the year regulatory reserve has been credited for NPR 41,940,513. Movement in regulatory reserve during
2080-81 is presented below:

Movement During the year
Particulars Opening Balance | Addition during | Reversal during | Closing Balance
80-81 80-81 80-81 80-81
Investment Property 134,383,196 42,095,255 - 176,478,451
Interest Income 29,965,727 1,084,993 - 31,050,719
Actuarial Loss/(gain) on
. (gain) 7,519,995 - (7,519,995) -
Gratuity
Bargain purchase Gain 73,468,098 - (22,040,429) 51,427,669
Deferred Tax Assets - 28,320,689 - 28,320,689
Total 245,337,016 71,500,937 (29,560,424) 287,277,529
5.22.1 Regulatory Reserve Movement by Year
Sh(.)r.t . . Fair Value
Openin; Interest Short Hioysion Short Provision| Deferred Tax Caman el Loss
Year P g . Loan Loss | for Possible Goodwill | Bargain Loss . Other |Closing Balance
Balance Receivable . on NBA Assets . Recognized
Provision | losses on Purchase | Recognized in OCI
investment
75-76 11,250,631 26,031,532 73,468,098 877,526 111,627,788
Transfer To/ 18,826,539 17,599,082 12,375,729 4356,691| -877,526 52,280,515
(From)
7677 111,627,788 | 30,077,170 43,630,615 12,375,729 73,468,098 | 4,356,691 163,908,303
Transfer To/ 24,197,001 52,859,338 -1,842,745 1,028,128 27,847,720
(From)
77718 163908303 5,880,169 96,489,953 10,532,984 73,468,098 | 5,384,819 191,756,023
Transfer To/ 6,587,282 19,033,122 -10,532,984 -5,107,743 9,979,677
(From)
7879 |191,756,023 | 12,467,451 115,523,075 73,468,098 | 277,076 201,735,700
Transfer To/ 17,498,275.56 18,860,121 7,242,919 43,601,316
(From)
79-80 201,735,700 | 29,965,727 134,383,196 73,468,098 | 7,519,995 245,337,016
Transfer To/
(From) 1,084,992 42,095255| 28,320,689 -1(22,040,429) | (7,519,995) 41,940,513
80-81  1245337,016| 31,050,719 176,478,451 | 28,320,689 51,427,669 287,277,529
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5.23 Property Plant and Equipment (PPE)
During the year Property Plant and Equipment of NPR 3,425,111 was added other than ROU, ROU of NPR
7,872,108 was added and NPR 4,000,194 was revalued/Adjusted. There was NPR 5,298,262 disposal of PPE which
is presented in schedule 4.13.
5.24 Goodwill and Intangible Assets
Other software of NPR 671,500 was purchased and is presented in schedule 4.14.
5.25 Retained Earnings
Opening Retained earnings was NPR (226,456,765). Opening Retained earnings was restated by NPR (37,471,362)
during the year of which NPR (182,717) relates to adjustment due to ISL Interest Receivable NPR 43 related to
adjustment due to AIP General Saving, NPR (22,040,429) related to adjustment of Bargain Purchase Gain Tax,
NPR (18,253,176) related to adjustment of Deferred Tax up to previous year. The remaining NPR 3,004,917 relates
to lease liability up to the previous year. NPR 10,150,387 of Gain on sale of Investment has been credited during
the year in the account. Retained earnings are debited by NPR 41,940,513 and charged to Regulatory Reserve.
5.26. Bargain Purchase Gain Tax
Company has deposited tax on bargain purchase gain (originated at the time of acquiring Synergy Finance Limited)
of NPR 22,040,429.70 during F.Y. 2080-81. The bargain purchase gain accounted for in books was NPR 73,468,098
and is presented in regulatory reserve in section 5.22.1.
5.27. Right of Use of assets (ROU), Lease liability and expenses
During the year addition in Right of Use of assets amounts to NPR 7,872,108. The depreciation charged on
such assets was NPR. 12,049,642 and is presented in 4.38 of SCI. Likewise lease liability added during the year
amounts to NPR 7,872,108. Interest expenses charged in SCI amount to NPR 5,654,227 and are presented in 4.30.
Reconciliation of ROU and lease liability is presented below.
Right of Use of assets
Opening Addition 80-81 Ad]ustmfent/ Depreciation Closing
revaluation Expenses
72,021,839 7,872,108 4,000,194 (12,049,642) 71,844,499
Lease liability
Opening Addition 80-81 AdJustme.nt/ Interest Lease Payment Closing
revaluation Expenses
80,112,071 7,872,108 172,501 5,654,227 (14,727,064) 79,083,843
5.28. Non-Operating Expense
During the fiscal Year 2080-81, Loan written off amount of NPR 29,327,844 has been booked as non-operating
expense in schedule 4.40.
5.29. Movement in Interest Receivable by Year
AIR
Non- AIR AIR recovered Staff transferred
FY Total AIR recognizable |recognized for | upto Shrawan of [ Net AIR B A Tax to
AIR the year next year onus Regulatory
Reserve
2075-76* 351,046,556 326,366,056 24,680,500 6,822,355| 17,858,145( (1,785,815) (4,821,699)| 11,250,631
2076-77 310,643,486| 235,468,120 75,175,366 27,433,827| 47,741,539 (4,774,154)|  (12,890,216)| 30,077,169
2077-78 175,463,151 150,975,628 24,487,523 15,153,921 9,333,602 (933,360) (2,520,073) 5,880,169
2078-79 45,416,744 15,156,591 30,260,153 10,470,547| 19,789,606| (1,978,961)|  (5,343,194)| 12,467,451
2079-80 86,054,763 23,021,240 63,033,523 15,468,877| 47,564,646( (4,756,465)| (12,842,454)| 29,965,727
2080-81 96,565272| 18,841,423 77,723,849 28,436,992| 49,286,856/ (4,928,686)| (13,307,451)| 31,050,719
* NFRS was first implemented.
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5.30. COVID -19 Related Disclosures
TABLE 1
Amount in NPR Full Figure
. As of Ashad end 2081
Particulars
No. of Customers Amount
Accrued Interest Received after Ashad end 2081 till Shrawan end 2081 - -
Additional 0.3% Loan Loss Provision created on Pass Loan Portfolio - -
Extension of moratorium period of loan provided to Industry or Project i )
under construction
Restructured/Rescheduled Loan with 5% Loan Loss Provision 2 2,197,571.88

Enhancement of Working Capital Loan by 20% to COVID affected
borrowers

Enhancement of Term Loan by 10% to COVID affected borrowers

Enhancement of Term Loan by 20% to COVID affected borrowers

Expiry Date of Additional 10% Term Loan (COVID Loan) extended for
upto | year with 5% provisioning

Time Extension provided for repayment of Principal and Interest for
upto two years as per clause 41 of NRB Directives 2

TABLE 2
Amount in NPR Full Figure
Particulars No. of Customers Amount
Refinance Loan - -
Business Continuity Loan - -
TABLE 3
Amount in NPR Full Figure
. During FY 2080/81
Particulars

No. of Customers

Amount

Subsidized Loan

145

142,578,031.08
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