INTERIM FINANCIAL STATEMENTS
AS ON ASHADH END 2076

Guheswori Merchant Banking and Finance Ltd.
Condensed Consolidated Statement of Financial Position
As on Quarter ended 31st Ashad 2076 (16/07/2019)

Assets
Cash and Cash Equivalents
Due from Nepal Rastra Bank
Placements with Bank and Financial Institutions
Derivative Financial Instruments
Other Trading Assets
Loans and Advances to BFIs
Loans and Advances to Customers
Investment Securities
Current Tax Assets
Investment in Subsidiaries
Investment in Associates
Investment Property
Property and Equipment
Goodwill and Intangible Assets
Deferred Tax Assets
Other Assets
Total Assets
Liabilities
Due to Bank and Financial Institutions
Due to Nepal Rastra Bank
Derivative Financial Instruments
Deposit from Customers
Borrowings
Current Tax Liabilities
Provisions
Deferred tax Liabilities
Other Liabilities
Debt Securities Issued
Subordinated Liabilities
Total Liabilities
Equity
Share Capital
Share Premium
Retained Earnings
Reserves
Total Equity attributable to equity holders
Non Controlling Interest
Total Equity
Total Liabilities and Equity

This Quarter Ending
703,091
177,048
3,172,192
418,864
26,022
153,454
6,799
106,215
4,763,684

Rs in '000
Immediate Previous
Quarter Ending
978,345
81,253
2,513,337
470,662
19,163
138,909
93,189
4,294,858

3,619,913
867
60
102,548
3,723,388

3,086,955
2,529
35,366
86,037
3,210,887

800,000
3,500
108,430
128,366
1,040,297

800,000
3,500
79,839
200,632
1,083,971

4,763,684

4,294,858

Guheswori Merchant Banking and Finance Ltd.
Condensed Statement of Profit or Loss
For the Quarter ended 31st Ashad 2076 (16/07/2019)
Rs in '000
Current Year
Particulars
This Quarter
Interest Income
Interest Expenses
Net interest income

Fee and commission income
Fee and commission expenses
Net fee and commission income
Net interest, fee and commission income
Net Trading Income
Other Operating Income
Total operating income
Impairment charge/(reversal) for loans and other
losses
Net Operating Income
Operating Expenses
Personnel Expenses
Other Operating Expenses
Depreciation and Amortization
Operating profit
Non operating income
Non operating expense
Profit before income tax
Income Tax Expense
Current tax
Deferred tax
Profit for the period

137,018
88,513
48,505
8,671
135
8,535
57,040
0
8,086
65,126

Previous Year Corresponding

Upto This
Upto This
This Quarter
Quarter (YTD)
Quarter
504,537
113,937
406,597
333,659
73,708
260,125
170,878
40,228
146,472
30,403
6,517
23,800
304
49
457
30,098
6,469
23,343
200,976
46,697
169,815
0
0
0
11,271
5,571
5,696
212,247
52,268
175,511

(5,311)
70,437

7,915
204,333

(1,731)
53,999

5,787
169,724

16,596
7,293
1,988
44,560
44,560

45,068
21,088
6,842
131,335
306
131,029

12,674
6,473
2,062
32,791
32,791

33,713
17,902
6,141
111,968
111,968

11,349

34,110
96,919

14,760
18,031

30,963
81,005

33,211

Guheswori Merchant Banking and Finance Ltd.
Statement of Comprehensive Income
Rs in '000
Previous Year
Corresponding

Current Year
Particulars

Profit for the period
Other comprehensive income, net of income tax
a) Items that will not be reclassified to profit or loss
Gains/(losses) from investments in equity instruments
measured at fair value
Gains/(losses) on revalution
Actuarial gain/(losses) on defined benefit plans
Income Tax relating to above items
Net other comprehsive income that will not be reclassified
to profit or loss
b) Items that will be reclassified to profit or loss
Gains/(losses) on cash flow hedge
Exchange gains/(losses) (arising from translating financial
assets of foreign operation)
Income Tax relating to above items
Reclassify to profit or loss
Net other comprehsive income that will be reclassified to
profit or loss
c) Share of other comprehensive income of associate
accounted as per equity method
Other comprehensive income, net of income tax
Total comprehensive income for the period
Profit attributable to:
Equity holders of the Bank
Non-controlling interest
Total

This
Quarter

Upto This
Quarter
(YTD)
18,031
81,005

Upto This
This
Quarter (YTD) Quarter

33,211

96,919

(28,226)

(140,532)

64,984

17,372

8,468

42,160

(19,495)

(5,212)

(19,758)

(98,372)

45,489

12,160

(19,758)
13,453

(98,372)
(1,454)

45,489
63,519

12,160
93,165

13,453

(1,454)

63,519

93,165

13,453

(1,454)

63,519

93,165

Earnings per share
Basic earnings per share
Annualized Basic earnings per share
Diluted earnings per share

12.11
12.11
12.11

10.13
10.13
10.13

Ratios as per NRB Directive
Current Year
Particulars

Capital fund to RWA
Non performing Loan (NPL) to Total Loan
Total Loan Loss Provision to Total NPL
Cost of Funds
Credit to Deposit Ratio
Base Rate
Interest Rate Spread

This
Quarter

Previous Year
Corresponding

Upto This
This
Quarter (YTD) Quarter

25.83%
0.36
325.23%
9.95%
68.58%
12.19%
4.98%

Upto This
Quarter
(YTD)
28.57%
0.31
372.47%
10.29%
61.74%
13.00%
4.80%

Guheswori Merchant Banking and Finance Ltd.
CondensedStatement of Changes in Equity
For the period 1st Shrawan 2075 to 31st Ashad 2076 ended 31st Ashad 2076 (16/07/2019)
Attributable to Equityholders of Bank
Particulars

Share
Capital

Share
Premium

General
Reserve

Balance as at Shrawan 1, 2074
Adjustments/Restatement
Adjusted/Restated Balance as at Shrawan
2074
Comprehensive income for the period
Net profit for the period
Other Comprehensive income
Total comprehensive income
Transfer to reserve during the period
General Reserve Fund
Debenture Redemption Reserve
Exchange Fluctuation Fund
Investment Adjustment Reserve
Corporate Social Responsibility Fund
Fair Value Reserve
Other Reserve
Regulatory reserve
Deferred Tax Impact
Transfer from reserve during the period
Training and Development Reserve
Other Reserve
Shares Issued
Dividend Paid
Non Controlling Interest
Balance as at Ashad, 2075

602,607

800,000

3,500

112,117

Balance as at Shrawan 1, 2075
Comprehensive income for the period
Net profit for the period
Other Comprehensive income
Total comprehensive income
Transfer to reserve during the period
General Reserve Fund
Debenture Redemption Reserve
Exchange Fluctuation Fund
Investment Adjustment Reserve
Corporate Social Responsibility Fund
Fair Value Reserve
Other Reserve
Regulatory reserve
Deferred Tax Impact
Transfer from reserve during the period
Training and Development Reserve
Other Reserve
Shares Issued
Dividend Paid
Non Controlling Interest
Balance as at Ashad, 2076

800,000

3,500

112,117

Regulatory
Reserve

Fair Value
Reserve

Revaluation
Reserve

99,964
71,560

602,607

-

99,964

-

71,560

-

8
11,936

5,053

707,632

Rs in '000
Total
Shareholders'
Funds
707,632

11,944

5,053

791,128

791,128

Retained
Earning

Other
Reserve

Total Shareholders' Non Controlling
Funds
Interest

81,005
12,160
12,160
(1,712)

12,153

81,005
(13,110)

514

197,393

-

3,500

-

19,383.75

-

82,522

-

82,522

4,274

(98,372)
(98,372)
(165)

-

-

79,839

5,993

1,083,971

79,839

5,993

1,083,971

96,919

-

96,919

-

(1,454)

96,919
(26,369.90)

-

1,083,971
-

96,919
(1,454)
-

-

147
(2,306)

-

-

6
(39,800)

(39,800)
800,000

3,500

131,501

4,274

(16,009)

-

108,429

8,602

1,040,297

1,083,971

-

1,040,297

Guheswori Merchant Banking and Finance Ltd.
Condensed Statement of Cash Flows
For the Period (1st Shrawan 2075 to 31st Ashad 2076) ended 31st Ashad, 2076 (16/07/2019)
Rs in '000
Particulars

CASH FLOW FROM OPERATING ACTIVITIES
Interest Received
Fees and Other Income Received
Dividend received
Receipts from other operating activities
Interest Paid
Commission and Fees Paid
Cash Payment to Employees
Other Expenses Paid
Operating cash flows before changes in operating assets and
liabilities
(Increase) / Decrease in operating assets
Due from Nepal Rastra Bank
Placements with Bank and financial institutions
Other trading assets
Loans and advances to bank and financial institutions
Loans and advances to customers
Other assets
Increase / (Decrease) in operating liabilities
Due to bank and financial institutions
Due to Nepal Rastra Bank
Deposit from customers
Borrowings
Other liabilities
Net cash flow from operating activities before tax paid
Income taxes paid
Net cash flow from operating activities
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of investment securities
Receipt from sale of investment securities
Purchase of property and equipment
Receipt from sale of property and equipment
Purchase of intangible assets
Receipt from sale of intangible assets
Purchase of investment properties
Receipt from sale of investment properties
Interest received
Dividend received
Net cash used in investing activities
CASH FLOW FROM FINANCING ACTIVITIES
Receipt from issue of debt securities
Repayment of debt securities
Receipt from issue of subordinated liabilities
Repayment of subordinated liabilities

Upto This Quarter

Corresponding Previous
Year Upto This Quarter

Rs

Rs
450,773
31,979
1,419
1,565
(332,017)

352,537
1,778
3,174
24,755
(256,926)

(43,949)
(22,583)

(61,566)

87,187

63,753

(95,794)
-

20,301
-

(650,701)
(24,508)
(771,003)

(383,498)
(11,137)
(374,334)

532,957
9,811
542,769
(141,047)
(31,824)
(172,871)

632,284
(36,250)
13,541
609,575
298,994
(33,402)
265,592

(89,614)
863
(21,387)

(138,634)
13,336
(78,726)
45,519
(158,505)

49,197
(60,941)

Receipt from isssue of shares
Dividend paid
Interest paid
Other receipt/payment
Net cash from financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and Cash Equivalents as at 1st Shrawan
Effect of exchange rate fluctuation on cash & cash equivalents
Cash and Cash Equivalents as at Ashad End 2076

(39,800)
(1,642)

200,893
(150)
(530)

(41,442)
(275,254)
978,345

200,213
307,300
671,045

703,091

978,345

GUHESWORI MERCHANT BANKING & FINANCE LTD.

Notes to the Interim Financial Statements

1. Basis of preparation
The interim financial statements of the finance company have been prepared on accrual basis of
accounting except the cash flow information which is prepared, on a cash basis, using the direct method.
The interim financial statements comprise the Condensed Statement of Financial Position, Condensed
Statement of Profit or Loss and Condensed Statement of Other Comprehensive Income, the Condensed
Statement of Changes in Equity, the Condensed Statement of Cash Flows and the Notes to the Accounts
of the Finance Company. The significant accounting policies applied in the preparation of financial
statements are set out below in point number 5. These policies are consistently applied to all the years
presented, except for the changes in accounting policies disclosed specifically.

1.1 Reporting Period
Reporting Period is a period from the first day of Shrawan (mid July) of any year to the last day of
quarter end, i.e; Ashoj (mid October),Poush (mid January), Chaitra (mid April), Ashad (mid July) as
per Nepali calendar.
Nepali Calendar
st

1
Current Year Period

Previous Year Period

Shrawan 2075 to

English Calendar
th

17 July 2018 to
th

31st Ashad 2076

16 July 2019

1st Shrawan 2074 to

16th July 2017 to

32nd Ashad 2075

16th July 2018

1.2 Functional and Presentation Currency
The Financial Statements of the Finance Company are presented in Nepalese Rupees (Rs), which is
the currency of the primary economic environment in which the Finance Company operates.
Financial information is presented in Nepalese Rupees. There was no change in the Finance
company’s presentation and functional currency during the period under review. The figures are
rounded to nearest integer, except otherwise indicated.
2. Statement of Compliance with NFRS
The Financial Statements of the Finance company which comprises components mentioned above have
been prepared in accordance with Nepal Accounting Standards comprising of Nepal Financial Reporting

Standards and Nepal Accounting Standards (hereafter referred as NFRS), laid down by the Institute of
Chartered Accountants of Nepal and in compliance with the requirements of the Companies Act, 2063
and Generally Accepted Accounting Principles in the Banking industry in Nepal.
3. Use of Estimates, assumptions and judgements
The preparation of financial statements requires the management to make estimates and assumptions that
are considered while reporting amounts of assets and liabilities (including contingent assets and
liabilities) as of the date of the financial statements. Management believes that the estimates used in the
preparation of the financial statements are prudent and reasonable. Future results could differ from these
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Any revision to
accounting estimates is recognized prospectively in current and future periods.
Information about assumptions and estimation that have a significant risk of resulting in a material
adjustment within the next financial year are:










Key assumptions used in discounted cash flow projections.
Measurement of defined benefit obligations.
Provisions, commitments and contingencies.
Determination of net realizable value.
Determination of useful life of the property, plants and equipment.
Assessment of the Finance company’s ability to continue as going concern.
Determination of fair value of financial instruments; and property and equipment.
Impairment of financial and non-financial assets.
Assessment of current as well as deferred tax.



4. Changes in Accounting policies

The Finance Company has applied its accounting policies consistently from year to year except for some
comparatives have been grouped or regrouped to facilitate comparison, corrections of errors and any
changes in accounting policy have been separately disclosed with detail explanation.

5. Significant Accounting Policies
The accounting policies applied and method of computation followed in the preparation of the interim
financial statement is in consistent with the accounting policies applied and method of computation
followed in preparation of the annual financial statement.
5.1 Financial Assets and Financial Liabilities
5.1.1 Recognition
The Finance 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 Finance Company initially recognizes loans and advances, deposits; and debt
securities/ subordinated liabilities issued on the date that they are originated which is the date that

the Finance Company becomes party to the contractual provisions of the instruments. Investments
in equity instruments, bonds, debenture, Government securities, NRB bond or deposit auction,
reverse repos, outright purchase are recognized on trade date at which the Finance Company
commits to purchase/ acquire the financial assets. Regular way purchase and sale of financial assets
are recognized on trade date.

5.1.2 Classification
i.

Financial Assets
The Finance company classifies the financial assets as subsequently measured at amortized cost or
fair value on the basis of the Finance 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:

1. Financial assets measured at amortized cost
The Finance Company classifies a financial asset measured at amortized cost if both of the
following conditions are met:
a) The asset is held within a business model whose objective is to hold assets in order to collect
contractual cash flows and
b) 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.
2. Financial asset measured at fair value
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:
a) 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 purpose or are designated at fair value through profit or loss. Upon initial recognition,
transaction cost are 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.
b) 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
Finance 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.
ii. Financial Liabilities
The Finance Company classifies the financial liabilities as follows:

a) Financial liabilities at fair value through profit or loss
Financial liabilities 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 are directly attributable to the acquisition are recognized in Statement of Profit
or Loss as incurred. Subsequent changes in fair value is recognized at profit or loss
b) 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 method.

5.1.3 Measurement
Initial Measurement
A financial asset or financial liability is measured initially at fair value plus, for an item not at fair
value through profit or loss, transaction costs that are directly attributable to its acquisition or issue.
Transaction cost in relation to financial assets and liabilities at fair value through profit or loss are
recognized in Statement of Profit or Loss.

Subsequent Measurement
A financial asset or financial liability is subsequently measured either at fair value or at amortized
cost based on the classification of the financial asset or liability. Financial asset or liability
classified as measured at amortized cost is subsequently measured at amortized cost using effective
interest rate method.
The amortized cost of a financial asset or financial liability is the amount at which the financial
asset or financial liability is measured at initial recognition minus principal repayments, plus or
minus the cumulative amortization using the effective interest method of any difference between
that initial amount and the maturity amount, and minus any reduction for impairment or
uncollectibility.
Financial assets classified at fair value are subsequently measured fair value. The subsequent
changes in fair value of financial assets at fair value through profit or loss are recognized in
Statement of Profit or Loss whereas of financial assets at fair value through other comprehensive
income are recognized in other comprehensive income.
5.1.4 Derecognition
i.

Derecognition of financial assets
The Finance Company derecognizes a financial asset when the contractual rights to the cash flows
from the financial asset expire, or when it transfers the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred or in

which the Finance 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 Finance Company is recognized as a separate asset or liability. On derecognition of
a financial asset, the difference between the carrying amount of the asset, and the sum of (i) the
consideration received and (ii) any cumulative gain or loss that had been recognized is recognized
in Statement of Profit or Loss.
The Finance Company enters into transactions whereby it transfers assets recognized on its
Statement of Financial Position, but retains either all or substantially all of the risks and rewards of
the transferred assets or a portion of them, then the transferred assets are not derecognized.

ii. Derecognition of financial liabilities
A financial liability is derecognized when the obligation under the liability is discharged or
cancelled 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.

5.1.5 Determination of fair value
‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability (exit
price) in an orderly transaction between market participants at the measurement date in the
principal or, in its absence, the most advantageous market to which the Finance Company has
access at that date. The fair value of a liability reflects its non performance risk.
When available, the Finance Company measures the fair value of an instrument using the quoted
price in an active market for that instrument. A market is regarded as active if transactions for the
asset or liability take place with sufficient frequency and volume to provide pricing information
on an ongoing basis. If there is no quoted price in an active market, then the Finance Company
uses valuation techniques that maximize the use of relevant observable inputs and minimize the
use of unobservable inputs. The chosen valuation technique incorporates all of the factors that
market participants would take into account in pricing a transaction.
5.1.6 Offsetting
Financial assets and liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Finance Company has a legal right to set off the
amounts and it intends either to settle them on a net basis or to realize the asset and settle the
liability simultaneously.
Income and expenses are presented on a net basis only when permitted under NFRS, or for gains
and losses arising from a group of similar transactions such as in the Finance Company’s trading
activity.

5.1.7 Impairment of financial assets
At each reporting date, the Finance 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 include significant financial difficulty of the
borrower or issuer, default or delinquency by a borrower, restructuring of a loan or advance by
the Finance Company on terms that the Finance 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 Finance 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 original EIR as calculated before the modification of terms 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 Finance Company considers evidence of impairment for loans and advances and investment
securities measured at amortized cost at both specific asset and collective level. The Finance
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
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.
All individually significant loans and advances and investment securities are assessed for specific
impairment. Those found not to be specifically impaired are then collectively assessed for any
impairment that has been incurred but not yet identified. Loans and advances and investment
securities that are not individually significant are collectively assessed for impairment by
grouping together loans and advances and investment securities with similar risk characteristics.
Impairment of loans and advances portfolios is based on the judgments in past experience of
portfolio behavior. In assessing collective impairment the Finance 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.

Impairment losses on assets measured at amortized cost are calculated as the difference between
the carrying amount and the present value of estimated future cash flows discounted at the asset’s
original effective interest rate.
In case of impairment of financial assets being loans and advances, the impairment loss amount is
taken as higher of amount derived as per norms prescribed by Nepal Rastra Bank for loan loss
provision and amount determined as per paragraph 63 of NAS 39 as mentioned above as per
alternative given in carve out on NAS 39 Para 58.
However, as per carve out on NAS 39 Para 58, the Bank has assessed and measured impairment
loss on loan and advances as the higher of amount derived as per norms prescribed by Nepal
Rastra Bank for loan loss provision and amount determined as per paragraph 63 of NAS 39.
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 Finance
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’.

Impairment of investment in equity instrument classified as fair value through other
comprehensive income
Objective evidence of impairment of investment in an equity instrument is a significant or
prolonged decline in its fair value below its cost. Impairment losses are recognized by
reclassifying the losses accumulated in the fair value reserve in equity to profit or loss. The
cumulative loss that is reclassified from equity to profit or loss is the difference between the
acquisition cost, net of any principal repayment and the current fair value, less any impairment
loss recognized previously in profit or loss.
5.2 Trading Assets
Trading assets are those assets that are acquired principally for the purpose of selling in the near
term, or held as part of a portfolio that is managed together for short-term profit. It includes non
derivative financials assets such as government bonds, NRB bonds, domestic corporate bonds,
treasury bills, equities etc. held primarily for the trading purpose. If a trading asset is a debt
instrument, it is subject to the same accounting policy applied to financial assets measured at
amortized cost. If a trading asset is an equity instrument, it is subject to the same accounting policy
applied to financial assets measured at Fair Value Through Profit or Loss.

5.3 Derivative assets and derivative liabilities
Derivative assets and derivative liabilities create rights and obligations that have the effect of
transferring between the parties to the instrument one or more of the financial risk inherent in an
underlying primary financial instrument. However, they generally do not result in a transfer of the
underlying primary financial instrument on inception of the contract, nor does such a transfer
necessarily take place on maturity of the contract.

The value of a derivative changes with the change in value of the underlying. Examples of
derivative are forward, futures, options or swap contracts. The underlying could be specified
interest rate, security price, commodity price, exchange rate, price index, etc.
Derivative financial instruments meet the definition of a financial instrument and are accounted for
as derivative financial asset or derivative financial liability measured at FVTPL and corresponding
fair value changes are recognized in profit or loss.

5.4 Property and Equipment
Recognition and Measurement
Property and Equipment are recognized if it is probable that future economic benefits associated
with the assets will flow to the Finance company and the cost of the asset can be reliably measured.
The cost includes expenditures that are directly attributable to the acquisition of the assets. Cost of
self constructed assets includes followings:




Cost of materials and direct labor;

Any other cost directly attributable to bringing the assets to the working condition for their
intended use; and

Capitalized borrowing cost

Subsequent expenditure is capitalized if it is probable that the future economic benefits from the
expenditure will flow to the entity. Ongoing repairs and maintenance to keep the assets in working
condition are expensed as incurred.
Property and equipment are measured at cost less accumulated depreciation and accumulated
impairment loss, if any.
Neither class of the property and equipment has been measured as per revaluation model nor is their
fair value measured at the reporting date.
On revaluation of an asset, any increase in the carrying amount is recognized in ‘Other
comprehensive income’ and accumulated in equity, under capital reserve or used to reverse a
previous revaluation decrease relating to the same asset, which was charged to the Statement of
Profit or Loss. In this circumstance, the increase is recognized as income to the extent of previous
write down. Any decrease in the carrying amount is recognized as an expense in the Statement of
Profit or Loss or debited to the Other Comprehensive income to the extent of any credit balance
existing in the capital reserve in respect of that asset.
The decrease recognized in other comprehensive income reduces the amount accumulated in equity
under capital reserves. Any balance remaining in the revaluation reserve in respect of an asset is
transferred directly to retained earnings on retirement or disposal of the asset.

Capital work in progress
Capital work in progress is stated at cost. These are expenses of a capital nature directly incurred in
the construction of buildings and system development, awaiting capitalization. Capital work-inprogress would be transferred to the relevant asset when it is available for use, i.e. when it is in the
location and condition necessary for it to be capable of operating in the manner intended by
management. Capital work-in-progress is stated at cost less any accumulated impairment losses.

Depreciation
Property, plant and equipment are depreciated from the date they are available for use on property on
straight-line method over estimated useful lives as determined by the Management. Depreciation is
recognized in profit or loss. Leased assets under the finance lease are depreciation over the shorter of
the lease term and their useful life. Land is not depreciated. Charging of depreciation is ceased from
the earlier of the date from which the asset is classified as held for sale or is derecognized.
The estimated useful lives of significant items of property and equipment for current year and
comparative periods are as follows:
Class of Assets

Useful Life

Rate of Depreciation

Building

20 years

5%

Metal Furniture

4 years

25%

Wooden Furniture

4 years

25%

Office Vehicles

5 years

20%

Computer (including Printer)

4 years

25%

Office Equipment

4 years

25%




The expenses of leasehold improvements are amortized over the lease period as per the by
laws of the finance company.
The capitalized value of Software Purchase and installation costs are amortized over a
maximum
5 year period or within the ownership period.

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

De-recognition
The carrying amount of an item of property and equipment is derecognized on disposal or when no
future economic benefits are expected from its use. The gain or loss arising from de-recognition of
an item of property and equipment is included in the Statement of Profit or Loss when the item is
derecognized. When replacement costs are recognized in the carrying amount of an item of property
and equipment, the remaining carrying amount of the replaced part is derecognized. Major
inspection costs are capitalized. At each such capitalization, the remaining carrying amount of the
previous cost of inspections is derecognized.
Any gain or losses on de-recognition of an item of property and equipment is recognized in profit or
loss.
5.5 Intangible Assets
The intangible assets include software purchased by the Finance company. Software is measured at
cost less accumulated amortization and accumulated impairment loss if any. Software is amortized

on a straight line basis in profit or loss over its useful life, from the date that is available for use. The
estimated useful life of software for the current and comparative periods is five year. Amortization
method, useful lives and residual value are reviewed at each reporting date and adjusted if any.
The goodwill is initially measured at the difference between the purchase consideration given and
the fair value of net assets acquired. Subsequent to the initial recognition, goodwill is measured at
cost less accumulated impairment losses. Goodwill is presented with intangible assets.
Recognition
An intangible asset is an identifiable non-monetary asset without physical substance, held for use in
the production or supply of goods or services, for rental to others or for administrative purposes. An
intangible asset is recognized if it is probable that the future economic benefits that are attributable
to the asset will flow to the entity and the cost of the asset can be measured reliably. An intangible
asset is initially measured at cost. Expenditure incurred on an intangible item that was initially
recognized as an expense by the Finance company in previous annual Financial Statements or
interim Financial Statements are not recognized as part of the cost of an intangible asset at a later
date.
Computer Software & Licenses
Cost of purchased licenses and all computer software costs incurred, licensed for use by the Finance
company, which are not integrally related to associated hardware, which can be clearly identified,
reliably measured, and it’s probable that they will lead to future economic benefits, are included in
the Statement of Financial Position under the category ‘Intangible assets’ and carried at cost less
accumulated amortization and any accumulated impairment losses.
Subsequent Expenditure
Expenditure incurred on software is capitalized only when it is probable that this expenditure will
enable the asset to generate future economic benefits in excess of its originally assessed standard of
performance and this expenditure can be measured and attributed to the asset reliably. All other
expenditure is expensed as incurred.
Goodwill is measured at cost less accumulated impairment losses.
Amortization of Intangible Assets
Intangible Assets, except for goodwill, are amortized on a straight–line basis in the Statement of
Profit or Loss from the date when the asset is available for use, over the best of its useful economic
life based on a pattern in which the asset’s economic benefits are consumed by the Finance
company. Amortization methods, useful lives, residual values are reviewed at each financial year
end and adjusted if appropriate. The Finance company assumes that there is no residual value for its
intangible assets.
De-recognition of Intangible Assets
The carrying amount of an item of intangible asset is derecognized on disposal or when no future
economic benefits are expected from its use. The gain or loss arising on de recognition of an item of
intangible assets is included in the Statement of Profit or Loss when the item is derecognized.

5.6 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 Finance company doesn’t hold investment property till date.
5.7 Income Tax
Income Tax expense comprises current tax and deferred tax. Current tax and deferred tax are
recognized in profit or loss except to the extent they relate to the items recognized directly in equity
or in other comprehensive income.
Current Tax
Current tax is the tax payable or receivable on the taxable income or loss for the year using tax rates
that are enacted or substantially enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.
Deferred Tax
Deferred tax is recognized in respect of temporary differences between the carrying amount and tax
base of assets and liabilities; and carry forward of unused tax losses. Deferred tax is measured at the
tax rate that is expected to be applied to temporary differences when they reverse, using tax rate
enacted or substantially enacted at the reporting date. Deferred tax assets are recognized only to the
extent that it is probable that future taxable profits will be available against which it can be utilized
Deferred tax assets are reviewed at each reporting date and appropriately adjusted to reflect the
amount that is reasonably/ virtually certain to be realized.
Deferred tax asset and deferred tax liabilities are offset if all of the following conditions met:
a) if there is a legally enforceable right to offset the current tax liabilities and assets;
b) the taxes are levied by the same authority on the same tax entity; and
c) the entity intends to settle the current tax liabilities and assets on net basis or the tax assets and
liabilities will be realized simultaneously.

5.8 Provisions and Contingent Assets/ Liabilities
The Finance company recognizes a provision if, as a result of past event, the Finance company has a
present constructive or legal obligation that can be reliable measured and it is probable than an
outflow of economic benefit will be required to settle the obligation. A disclosure for contingent
liability is made when there is a possible obligation or a present obligation that may but probably
will not require an outflow of resources. When there is a possible obligation or a present obligation
in respect of which the likelihood of outflow of resources is remote, no provision or disclosure is
made.
A provision for onerous contract is recognized when the expected benefits to be derived by the
Finance company from a contract are lower than the unavoidable cost of meeting its obligation under
the contract.
Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it is
no longer probable that an outflow of resources would be required to settle the obligation, the
provision is reversed. Contingent assets are not recognized in the financial statements. However,
contingent assets are assessed continually and if it is virtually certain that an inflow of economic
benefits will arise, the asset and related income are recognized in the period in which the change
occurs.

5.9 Deposits, Debt Securities Issued and Subordinated Liabilities
Deposits comprises of deposit amount held of the customers and other Banks and Financial
Institutions. Deposits are classified as financial liabilities measured at amortized cost.
Debt securities issued are financial liabilities other than measured at fair value though profit or loss
and are measured at amortized cost using effective interest method.
Subordinated Liabilities are also measured at amortized cost using effective interest method.
5.10

Revenue Recognition
Revenue comprises of interest income, fees and commission, foreign exchange income, cards
income, disposal income, etc. Revenue is recognized to the extent it is probable that the economic
benefits will flow to the Finance 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 bases of
incomes recognition are as below:
Interest income
Interest income is recognized in profit or loss using effective interest method. Effective interest rate
is the rate that exactly discounts the estimated future cash payments and receipts through the
expected life of financial asset or liability to the carrying amount of the asset or liability. The
calculation of effective interest rate includes all transactions cost and fee and points paid or received
that are integral part of the effective interest. The transactions cost and fees and points that are not
material ie. below or equal to 1% of financial asset or liability and for financial asset or liability with
tenure of upto 1 year have been recognized directly in Statement of Profit or Loss and not considered
in the calculation of effective interest rate. The transaction costs include incremental costs that are
directly attributable to the acquisition or issue of financial assets.
Interest income presented in statement of profit or loss includes:




Interest income on financial assets measured at amortized cost calculated on an effective interest
rate method except for impaired loans and advances. These financial assets include investment in
government securities.

As per carve out on NAS 39 Para 9, the Finance company has not included the fees and points
paid or received in loans and advances that are immaterial or impracticable to determine reliably
the effective interest rate and have recognized them directly as revenue in the Statement of Profit
or Loss.

Similarly, as per carve out on NAS 39 AG 93, the Finance company has applied the effective
interest rate to the gross carrying amount of a financial asset unless the financial asset is written
off either partially or fully.

Interest on investment securities measured at fair value is calculated on effective interest rate.

Revenue is recognized only when it is probable that the economic benefits associated with the
transaction will flow to the entity. In some cases, this may not be probable until the
consideration is received or until an uncertainty is removed.

Fees and Commission

Fees and commission income that are integral to the effective interest rate on a financial asset are
included in measurement of effective interest rate. Other fees and commission income including
management fee, service charges, etc. are recognized as the related services are performed. Following
bases are adopted for recognition of fees and commission
•

Commission on guarantees issued by the Finance company is recognized as income over the period
of the guarantee.

•

Other fees and commission income are recognized on accrual basis.

Dividend Income:
Dividend on investment in resident company is recognized when the right to receive payment is
established. Dividend income are presented in Other operating Income.
Net Trading Income
Trading income/ loss is recognized for all realized interest, dividend and foreign exchange differences
including any unrealized changes in fair value of trading assets and liabilities. The trading income and
loss are netted off and disclosed separately in Statement of Profit or Loss

5.11 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 Finance company’s trading operations and are presented together with all other
changes in fair value of trading assets and liabilities in net trading income.
5.12 Employee Benefits
The personnel Expenses includes:
Short term employee benefits which includes salary, allowances, non-monetary benefits etc.
Post- employment benefits that is payable after the completion of employment which can be either
Defined Contribution Plan or Defined Benefit Plan.
Short term employment benefits are recognized over the period in which the employees provide
the related services.
The Finance company has been operating a defined contribution plan as provident fund
contribution of its employees and defined benefits plans for the Gratuity payment and leave
encashment requirement under its staff’s byelaws.
For defined contribution plans, the Finance company pays contribution to the publicly
administered provident fund plans namely Employee Provident Fund on a mandatory basis and
such amounts are charged as Personnel Expenses to Statement of Profit and Loss. The Finance
company has no further payment obligations once the contributions have been paid.
For defined benefit plans, the liability recognized in the Statement of Financial Position is the
present value of the defined benefit obligation less the fair value of the plan assets. Such
obligations of the Finance company need to be measured on an actuarial basis using the Projected
Unit Credit Method. Third party Actuarial Valuation is not made in the fourth quarter.
5.13 Leased Assets:

The determination of whether an arrangement is a lease or it contains a lease, is based on the
substance of the arrangement and requires an assessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a
right to use the asset.
Finance Lease
Agreements which transfer to counterparties substantially all the risks and rewards incidental to
the ownership of assets, but not necessarily legal title, are classified as finance lease. When
Finance company is the lessor under finance lease, the amounts due under the leases, after
deduction of unearned interest income, are included in ‘Loans to & receivables from other
customers’, as appropriate. Interest income receivable is recognized in ‘Net interest income’ over
the periods of the leases so as to give a constant rate of return on the net investment in the leases.
When the Finance company is a lessee under finance leases, the leased assets are capitalized and
included in ‘Property, plant and equipment’ and the corresponding liability to the lessor is included
in ‘Other liabilities’. A finance lease and its corresponding liability are recognized initially at the
fair value of the asset or if lower, the present value of the minimum lease payments. Finance
charges payable are recognized in ‘Interest expenses’ over the period of the lease based on the
interest rate implicit in the lease so as to give a constant rate of interest on the remaining balance
of the liability.
Operating Lease
All other leases are classified as operating leases. When acting as lessor, the Finance company
includes the assets subject to operating leases in ‘Property, plant and equipment’ and accounts for
them accordingly. Impairment losses are recognized to the extent that residual values are not fully
recoverable and the carrying value of the assets is thereby impaired.
When the Finance company is the lessee, leased assets are not recognized on the Statement of
Financial Position.
Rentals payable and receivable under operating leases are accounted for on a straight-line basis
over the periods of the leases and are included in ‘Other operating expenses’ and ‘Other operating
income’, respectively.
Payments made under operating lease are recognized in profit or loss on straight line basis over the
term of the lease. Lease incentives received are recognized as an integral part of the total lease
expense, over the term of the lease.
However, the Finance company has optioned Carve Out no. 2 issued by Nepal Accounting
Standard Board.
5.14 Share Capital and Reserves
Share Capital
The Finance company classifies the capital instruments as equity instruments or financial liabilities
in accordance with the substance with the contractual terms of the instruments. Equity is defined
as residual interest in total assets of an entity after deducting all its liabilities. Common shares are
classified as equity of the Finance company and distributions thereon are presented in statement of
changes in equity.

Share Issue Costs
Incremental costs directly attributable to issue of an equity instruments are deducted from the
initial measurement of the equity instruments.
5.15 Earnings per share
The Finance company presents basic and diluted earnings per share (EPS) data for its ordinary
shares. Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders
of the Finance company by the weighted average number of ordinary shares outstanding during the
period. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding for the effects of all
dilutive potential ordinary shares.

5.16 Non- Current Assets Held for Sale
Non-current assets (or disposal groups) are classified as assets held for sale and carried at the
lower of carrying amount and fair value less costs to sell if their carrying amount is recovered
principally through a sale transaction rather than through continuing use. The assets are not
depreciated or amortized while they are classified as held for sale. Any impairment loss on initial
classification and subsequent measurement is recognized as an expense. Any subsequent increase
in fair value less costs to sell (not exceeding the accumulated impairment loss that has been
previously recognized) is recognized in profit or loss.

5.17 Impairment of non financial assets
The Finance company assesses at each reporting date whether there is an indication that an asset
may be impaired. If any indication exists, or when annual impairment testing for an asset is
required, the Finance company estimates the asset’s recoverable amount. An asset’s recoverable
amount is the higher of an asset’s fair value of the Cash Generating Unit’s (CGU) less costs to sell
and its value in use. Where the carrying amount of an asset or CGU exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.
In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset, in determining fair value less costs to sell, an appropriate
valuation model is used.

6. Segmental Information

The Finance company has identified the reportable segment as the geographical areas from which it earns revenues and incurs expenses whose operating
results are reviewed by the management to make decision about resource allocation to each segment and assess its performance.
A. Information about reportable segments
Particulars

Province No. 1

Current Quarter

Corresponding
Previous Quarter

Current Quarter

Corresponding
Previous Quarter

Current Quarter

Corresponding
Previous Quarter

Current Quarter

Corresponding
Previous Quarter

Current Quarter

Corresponding
Previous Quarter

(Rs. In '000)
Province No. 2

Revenues from external customers

25,801

83,449

114,004

68,956

390,630

273,568

3,167

-

533,602.07

425,972.68

Intersegment Revenues

-

2

-

2

-

1

-

-

-

4.10

Segment Profit (Loss) before Tax

9,564

36,755.49

22,433

6,881

96,443.16

53,769

(3,358.67)

-

125,071.42

97,406.34

Segment Assets

160,308

495,594

858,442

707,844

3,520,927

3,003,251

127,274

-

4,666,950.59

4,206,688.91

Segment Liabilities

150,744

458,839

836,008

700,963

2,677,898

2,123,223

130,633

-

3,795,282.57

3,283,024.70

B. Reconciliation of reportable segment profit or loss
Particulars\

Current Quarter

Corresponding
Previous Year
Quarter

Total Profit beore tax for reportable segment

125,071.42

97,406.34

125,071.42

97,406.34

Profit Before Tax for other Segments
Elimination of inter-segment profit
Elimination of discontinued operation
Unallocated amount:
Other Corporate Expense
Profit Before Tax

Province No. 3

Province No. 5

Total

7. Related party disclosures
7.1 Related Party Disclosure of the Bank

The related parties of the Bank which meets the definition of related parties as defined in “NAS
24- Related Party Disclosures” are as follows:
i.

Key Management Personnel (KMP)
The key management personnel are those persons having authority and responsibility of planning,
directing and controlling the activities of the entity, directly or indirectly including any director.
The key management of the Finance company includes members of its Board of Directors and
Chief Executive Officer of the Finance company. The name of the key management personnel
who were holding various positions in the office during the year were as follows:
Name of the Key Management
Personnel
Mr. Shreeman Shrestha

Post
Chairman (Promoter)

Ms. Sarojini Shrestha

Director (Promoter)

Dr. Reshma Shrestha

Director (Public)

Mr. Rajesh Manandhar

Director (Public)

Ms. Kriti Nath Maskey

Director (Independent)

Mr. Dinesh Lal Shrestha

Chief Executive Officer

Compensation to Key Management Personnel
The members of Board of Directors are entitled for meeting allowances. Salary and allowances
are provided to Chief Executive Officer. In addition to salaries and allowances, non- cash benefits
like vehicle facility, subsidized rate employees loan, termination benefits are also provided to
Chief Executive Officer.
The details relating to compensation paid and expenses incurred to key management personnel
(directors only) were as follows:
Particulars
Current Year (NPR)
Meeting Fee

321,000

The details relating to compensation paid to Chief Executive Officer (CEO) of the Finance
company were as follows
Particulars

Current Year (NPR)

Basic Salary
Allowance
Bonus

2,640,000.00

1,996,866.67
2,051,537.48

Total

6,688,404.15

ii. Associate Company
Name of the Company
Ganapati Micro Finance Bittya Sanstha
Ltd.

Shareholding %
22.5%

Transaction with Associates
Investments in Associates have been reported in the statement of financial position of the Finance
company and are initially recognized at cost and subsequently accounted for using the equity
method. Similarly, the Finance company has accounted for investments in associates at cost in
separate financial statements.
The Finance company has significant influence, but not control, over the financial and operating
policies of the company even if the Manager of the Finance company is the representative
director on behalf of the Finance company in the company.
Ganapati Microfinance Bittya Sanstha Ltd. (GMBS)
Ganapati Microfinance Bittya Sanstha Ltd. is a 'D' Class licensed financial institution established
with a motive of providing financial and other supportive non-financial services to the people of
marginalized, under privileged & deprived sector by mobilizing & promoting local skills, tools
and resources.
Chief Executive Officer (CEO) Mr. Dinesh Lal Shrestha is the Board member in GMBS. The
Finance company hold Rs. 2,25,00,000 in the share capital of GMBS which comes to 22.5% .
No transactions have been made with GMBS till the reporting period.

8. Dividends paid (aggregate or per share) seperately for ordinary shares and other shares
The Finance company has paid NPR 39,799,736.18 amount as divided for ordinary shares till the
reporting period.
9. Issues, repurchases and repayments of debt and equity securities
None.
10. Events after interim period
There are no material events after Balance Sheet Date affecting financial status of the Finance
company as on Ashad end, 2076.
11. NFRS Carve-Outs Adjustments

During the reporting period, the Finance company has not applied the numbers of standards as
prescribed in NFRS and used the NFRS carve-out adjustments. As a consequence, the net profit
and retained earnings have been impacted.
The impacts of each carve- out adjustment done have been summarized as follows:
11.1 NAS 39: Recognition and Measurement (Incurred Loss Model to measure the
Impairment Loss on Loans and Advances)
NAS 39 Para 58 requires an entity to assess at the end of each reporting period whether there is
any objective evidence that a financial asset or group of financial assets measured at amortized
cost is impaired. If any such evidence exists, the entity shall apply paragraph 63 to determine the
amount of any impairment loss.
However, as per carve out on NAS 39 Para 58, the Finance company has assessed and measured
impairment loss on loan and advances as the higher of amount derived as per norms prescribed by
Nepal Rastra Bank for loan loss provision and amount determined as per paragraph 63 of NAS
39.
The impacts of the application of carve- out in the current period financials is as under:
Amount in NPR
Impairment Loss as per NFRS
Impairment Loss as per norms of
NRB

21,32,091

3,67,20,403

The higher of two above i.e.; NPR 3,67,20,403 has been taken into account for impairment loss
on loan and advances in the preparation of interim financial reports.

