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PARAKRAM SHARMA & ASSOCIATES GPO Box 2334. Kathmandu
Chartered Accountants Phone: 4261936, 9851111178

REPORT OF THE INDEPENDENT AUDITORS
TO THE SHAREHOLDERS OF MERO MICROFINANCE BITTIYA SANSTHA LIMITED

We have audited the accompanying financial statements of Mero Microfinance Bittiya Sanstha Limited, which
comprise the Balance Sheet as at Ashad 32, 2071 (July 16, 2014), and the profit and loss account, Statement of
Changes in Equity and Cash Flow Statement for the year then ended, and a Summary of significant Accounting
Policies and other explanatory notes.

Management'’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial Statements in accordance
with Nepal Accounting Standards. This responsibility includes: designing, implementing and maintaining internal
control relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with Nepal Standards on Auditing. Those Standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on auditor's professional judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, auditor considers the internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of entity’s internal control.
An audit shall not be construed as the certification of management's act. An audit also includes evaluating the
appropriateness of the accounting policies used and the reasonableness of accounting estimates made by the
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion on Financial Statements

In our opinion and to the best of our information and according to the explanation given to us, read together with
significant accounting policies and Notes to the Accounts forming part of the financial statements, the
accompanying financial statements give a true and fair view of the financial position of Mero Microfinance Bittiya
Sanstha Limited as at Ashad 32, 2071 (July 16, 2014) and of the results of its financial performance and its cash
flows for the year then ended in accordance with Nepal Accounting Standards or relevant practices so far as
applicable in compliance with the prevailing laws in material aspects.

Other Reporting
Based on our examination of the financial statements , we would like to further report that;

R We have obtained all the information and explanations, which to the best of our knowledge and belief were
necessary for the purpose for our audit.

i.  The accounts and records of Mero Microfinance Bittiya Sanstha Limited have been maintained as required
by law and practice.

iii. The Balance Sheet, Profit and Loss Account, Cash Flow Statement and attached Schedules dealt with by
this report are in agreement with the books of accounts,

iv.  In our opinion and to the best of our information and according to the explanation given to us, the Board of
Directors, the representative or any employee of Mero Microfinance Bittiya Sanstha Limited has neither
acted contrary to the provision of law relating to accounts nor caused direct loss or damage to the entity
deliberately or acted in a manner that would jeopardize the interest and security of the company and the
business of Mero Microfinance Bittiya Sanstha Limited appears to have been conducted satisfactorily.

/'ﬁm\
2

“

Place: Kathmandu, Nepal CA Parakram Sharma \» _/\/

Date: November 16, 2014 Principal “n T
Parakram Sharma & Associates
Chartered Accountants
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Mero Microfinance Bittya Sanstha Ltd
Battar-4, Nuwakot

Comparision of Unaudited and Audited Financial Statement of F/Y 2070/71

NRs. in 000

S.N.Particulars As per As per Variance |Variance

Unaudited |Audited in in Reasons for Variance
Financial [Financial [Amount |Percentagg
Statement [Statement

1 |Total Capital and liabilities (1.1 to 1.7) |528,750.36 | 524,747.77| 4,002.60 |0.76%

1.1 |Paid up capital 69,400.00 ]69,400.00 | - 0.00%

1.2 [Reserve and surplus 2,893.85 2,808.54 85.32 2.95% Provision for Bonus

1.3 [Debenture and Bond - - -

1.4 [Borrowings 434,564.64 | 434,564.64] - 0.00%

1.5 [Deposit (a+b) 15,791.83 [ 15,791.83 | - 0.00%

a.Domestic currency 15,791.83 |15,791.83 | - 0.00%

b.Foreign currency - -

1.6 |Income Tax Liability 1,240.22 1,075.06 | 165.16  [13.32% | Provision for Bonus

1.7 |Other liabilities 4,859.81 1,107.69 3,752.12 |77.21% Loan loss provision not
included in audited and staff
bonus provision less
provisioned in unaudited

2 [Total Assets (2.1 to 2.7) 528,750.36 | 524,747.77(4,002.60 0.76%

2.1 |Cash and Bank Balance 5,667.55 5,667.55 (0.00) 0.00%

2.2 |Money at call and short notice 105,852.60 | 105,852.60 (- 0.00%

2.3 |Investments - - -

2.4 |Loans and Advances 407,168.66 | 403,096.9714,071.69 [1.00% Loan and advances was shown
in gross without deducting loan
loss provision

2.5 |Fixed Assets 8,853.13 8,853.13  10.00 0.00%

2.6 |Non Banking Assets - - -

2.7 [Others Assets 1,208.43 1,277.51 [(69.09) -5.72% Interest receivable included in
unaudited figure and deferred
tax assets not included in
unaudited figure

3 |Profit and Loss Account

3.1 |Interest Income 17,007.34 | 18,637.96 [(1,630.62)]-9.59% Adjust in 3.9

3.2 |Interest Expenses 5,044.46 5,044.46 - 0.00%

A.Net Interest Income (3.1-3.2) 11,962.89 |13,593.50 |(1,630.62) [-13.63%

3.3 |Fees,Commission and Discount 10,297.33 110,296.33 | 1.00 0.01%

3.4 [Other Operating Income - -

3.5 |Foreign Exchange Gain/Loss (Net) - - -

B.Total Operating Income (A.+3.3+3.4+3.5) (22,260.22 | 23,889.83 | (1,629.62)(-7.32%

Staff Expenses 8,567.00 8,820.95 | (253.95) [-2.96% Training and recruitment
expenses included in audited
report previously included in
3.7 and provison for leave
encashment inceased.

3.7 |Other Operating Expenses 6,827.69 6,583.78 [ 243.90 |3.57%

C.Operating Profit Before Provision (B.-3.6-3.7) [6,865.53 8,485.10 | (1,619.57)[-23.59%

3.8 [Provision for Possible Losses 4,072.68 4,071.69 1.00 0.02%

D. Operating Profit (C.-3.8) 2,792.85 4,413.42 | (1,620.57)[-58.03%

3.9 |Non Operating Income/Expenses(Net) |1,630.62 - 1,630.62 [100.00% | Adjustin 3.1

3.10[ Write Back of Provision for possible loss |- - -

E.Profit from Regular Activities (D.-3.9+3.10)|4,423.46 4,413.42 10.05 0.23%

3.11|Extraordinary Income/Expenses(Net) |- - -

F.Profit before Bonus and Taxes (E.+3.11) |4,423.46 4,413.42 10.05 0.23%

3.12|Provision for Staff Bonus 289.39 401.22 (111.83) [-38.65% | Iincrease in provision of
Pension/Gratuity

3.13[Provision for Tax 1,240.22 1,203.66 36.56 2.95% Impact of deferred tax income
is not shown in unaudited
financial statement.

G.Net Profit/Loss (F.-3.12-3.13) 2,893.85 2,808.54 | 85.32 2.95%
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MERO MICROFINANCE BITTIYA SANSTHA LTD.

Unaudited Financial Results (Quarterly)
As on Quarter ended Ashad 2071

Rs.'000

S.No.|Particulars This Quarter | Previous Corresponding Previsous

Ending Quarter Year Quarter Ending
Ending

1 Total Capital and Liabilities (1.1 to 1.7) 528,750.36 325,284.64 -

1.1 [Paid up Capital 69,400.00 69,400.00 -

1.2 |Reserve and Surplus 2,893.85 (1,326.41) -

1.3 [Debenture and Bond - - -

1.4 [Borrowings 434,564.64 244.918.04 -

1.5 [Deposits (a+b) 15,791.83 6,667.90 -

a. Member 15,791.83 6,667.90 -
b. Public - - -

1.6 [Income Tax Liability 1,240.22 - -

1.7 |Other Liabilities 4,859.81 5625.11 -

2 Total Assets (2.1 to 2.7) 528,750.36 325,284.70 -

2.1 |Cash and Bank Balance 5,667.55 7,569.72 -

2.2 |Money at Call and Short Notice 105,852.60 97,415.68 -

2.3 |Investments - - -

2.4 |Loans and Advances 407,168.66 207,929.49 -

2.5 |Fixed Assets 8,853.13 9661.18 -

2.6 |Non Banking Assets - - -

2.7 |Other Assets 1,208.43 2,708.63 -

3 Profit and Loss Account Up to This Up to Previous | Up to Corresponding
Quarter Quarter Previous Year Quarter

3.1 [Interest Income 17,007.34 5,698.58 -

3.2 |Interest Expense 5,044.46 994.23 -

A. Net Interest Income (3.1 - 3.2) 11,962.89 4,704.35 -

3.3 |Fees, Commission and Discount 10,297.33 4,794.68 -

3.4 |Other Operating Income - - -

3.5 [Foreign Exchange Gain/Loss (Net) - - -

B. Total Operating Income (A+3.3+3.4+3.5) 22,260.22 9,499.03 -

3.6 [Staff Expenses 8,567.00 5,140.71 -

3.7 |Other Operating Expenses 6,827.69 3,471.62 -

C. |Operating Profit Before Provision (B -3.6 - 3.7) 6,865.53 886.70 -

3.8 |Provision for Possible Losses 4,072.68 2,079.29 -

D. |Operating Profit (C -3.8) 2,792.85 (1,192.59) -

3.9 [Non Operating Income/Expenses (Net) 1,630.62 - -

3.10 |Write Back of Provision for Possible Loss - - -

E. Profit from Regular Activities (D+3.9+3.10) 4,423.46 (1,192.59) -

3.11 |Extraordinary Income/Expenses (Net) - - -

F. Profit before Bonus and Taxes (E +3.11) 4,423.46 (1,192.59) -

3.12 |Provision for Staff Bonus 289.39 - -

3.13 |Provision for Tax 1,240.22 - -

G. |Net Profit/Loss (F - 3.12 - 3.13) 2,893.85 (1,192.59) -

4 Ratios At the End of | At the End At the End of
this Quarter of Previous Corresponding Previous

Quarter Year Quarter

4.1 |Capital Fund to RWA 17.38% 21.34% -

4.2 |Non Performing Loan (NPL) to Total Loan 0.00% 0.00% -

4.3 |Total Loan Loss Provision to Total NPL 0.00% 0.00% -

4.4 |Cost of Funds 2.84% 1.32% -

Note: - Figures are subject to change from supervisory authority and external auditor.

- Commercial operation started from Shrawan 3, 2070.

- Interest rate on deposits & Loan & Advance: on deposit 8% to 10%, Loan 15% to 18%.

Branch Offices: Battar, Nuwakot; Ratamate, Nuwakot; Satbise, Nuwakot; Ranipauwa, Nuwakot; Muralibhanjyang, Dhading;
Bhumesthan, Dhanding; Mangalpur, Chitwan; Chainpur, Chitwan; Bastipur, Makawanpur; Ramgadhawa, Parsa; Chapagau,
Lalitpur; Katunje, Bhaktpur; Bhakundebesi, Kavre; and Barhabise, Sindhupalchowk.
Corporate Office

Bidur-4, Battar, Nuwakot

Phone : 010-561746/747, Fax: 010-561748
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