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Independent Auditors’ Report
to the Members of
Janaki Finance Company Limited

Opinion

Wie have suditad e sccompanying Financial Staternents of Ms Janakl Finance Company Limited (hessinalter
reforred to as ‘the Company”) which comprise the Statement of Financial Position as st Ashad 31, 2078 (July
15, 2021}, and the Statement of Profil or Loss. Statemant of Other Comprehensive income, Stalement of
Changes in Equity and Staternent of Cash Flows allsched thessto, far the year then ended and notes to fha
Fnancial stalements, including @ summary of Significant Accounting Policies and other Explanatory Notes &
Informaton

in our opénion and to the best of our information and according 1o the explanations given to us, the aforesaid
Financial Statement read together with Notes forming pan of the financial sisterment presents faidy, o al
matersl respects, the Financial Position of the company as at Ashad 31, 2078 (July 16, 2021), and its
Finarcisl Performance. Changes in Equity. Cash Flow for the year then ended and a Summary of Significant
MWPMMMEmmmwnmmumwmlﬂm
Standards (NFRS) and comply with Companies Act. 2063 and Bank and Financiad Institutions Act. 2073,

Basis of Opinion

We conducted cur audil in accordance with Nepal Standards on Audiling (NSAs) issued by the Auditing
Stendard Board of Nepal Our responsibifities under those Standards are further described In The Auwdiors
Reasponsibiitios for the Audit of the Financial Staternent section of our report. We @e indepandent of the Entity
in sccordance with the Code of Elhics issuwed by the Institute of Chartered Accountants of Nepal together with
the ethical reguiremanta that sre relevant 1o owr audit of the Financlal Stalement, and we have Tulfilled our
other ethical responsibdities in accordance with those requirements and The Code of Ethics. We bolieve that
{he audil evidonces we have obialned s sufficient and appropriate to provide a basis for owr opinion

Koy Audit Mattars
Key audit matters are those matieds thal, in our professional judgement, were of most significance in the sudd
of tha financial slatéments of the current pericd Thase matters were addréssed in the cordext of the audil of

ihe financial stalemeants 8a & whole, and in farming our opinion therson, we do not provide a separate opinion
on thess matters. We have determined the maltérs described below to ba the key audit maters fo be

communicated in our report
SN Key Audit Matiers How the matters were addressed In our Audit |

1. | impalrment of Loans and Advances io | Our audii procedures on impairment of ioans and
Customars  Including recognition of | advances including recognition of Interest Incomes
Interest Income on Loan and Advances included:

Allowances for impairment of loans and | ' We planned and lesied the operating

advanced o customers have besn made effectiveness of key controls established by the
based on incumed loss model and Nepal Company 1o identfy loss events and for
Rastra Bank (NRE) Directivea, as spplicable determining the extent of provisioning regquired

judgement and estimation to determine CUSlOMmars |

lhimnmm:nmdﬂwmwm.
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How the matiers waore addressed in our Audit

The carrying value of the loans and advances
to the cusiomer: cmn be matenally missiating
i the Company's judgment and estimation
& inappropratn

In addithon o above. iMErast INCoMa on Dans
and advances o customers has been
recognized on accrual basis calculated by the
Core g system and In complying with
the interest Income mecognilion Guidelnes
2019 issued by NRB. Racognitlon of intersst
incoma  on  non-performing  loans  end
advances involves astimation and judgments
on calculating net realizsble valus of loans
and advances.

Conmidering the significence of the above
matter o the financial statements, we have

igentified this as a key audd matier for the
Bument yaar audit

2 The testing of controls include testing of controls
ovar comect ldenification amd classificstion of
lcans and advances to customers
on lima-based criteria; control over calculation of
the incurred loss in accordance with INncured loss
model, comtrol over monitorng of oans and
advances to customars with hegher sk default,
control over Rocurdle compulstion snd recording
of provisions. and confrol over the govemance
and approval process redmted (o prowisiona
including conluous reassessment by the
Manageament.

i Vo selected a sample of loans and advancea to
cusiomers, chacked imstasiments of repaymeants
and tested cissafication of non-perfarmeng loans
and advances to customars based on the sumber
of days overdue, evaluated the assessment for
classification of ioans and advances to cusomars

Ouwr Results:

Based on lhe work cared ol as above, we
considersd the mpaimmard charge on loans and
advances and nterest income mecognition o be

Information Technology General Controls
IT conirols include recording of trensactions,
penaraling varous reporns in compliance with
NRB guidedines and other compllances to
mgulations B an importard part of the
process. Such reporing B highly depeandant
&n the effective working of Core Banking
Software and othar alled syslems

We have considersd this as ey sudit matter
as any control lapses, valkdation filures,
imcomect Input data and wrong extraction of
data may resull in wrong reporting of data 1o
tha managemend shareholders  and
regulators.

Our proceduras on Information Technology

Ganoral Controls Included:

1. Understanding the Com Banking Software and
other alked systems used by the company for
BCCounting and FEporting purpasss and control,

2  Understanding the process of leeding data in the
systam and conducting a walkihiough of the
axtraction of e Rhancial information and
statements from the IT syslems sdsting n the
company.

1 Walkihrough of access control of he users

4, Reviewing the mports generaied by the system
on sample hasis

Qur Resuits:

Based on the work camied out as above, we

consigered the controds In the Information technology

1o be sccaptable

Information other than the Financisl Statemonts and Auditors Report Therson

The company's managemant |8 responsibie for the presentation of the other Information. The other Information
compnses the (nformation included in the company's Annusl Report such as Report of Board of
Directors/Chalrman’s Stalement but does not include tha financial statements and our auditors report theneon
Our opinion on the financial siaiements does Not cover the other information snd accordingly, we do not
axpress an audit openion of, except as exphicitly steted above, any form of assurance conclusion there on In
view of non-receipt of such ather information 1o ba par of Annual Feport. Our responsibility |8 to read the other
Information and. in doing so, considar whathar. based on audit work done by us on financinl statement. the

offver information therein is materially misstated or iInconsistant with the finsncisl statemants

Member Crome Olobal

[
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Responsibiiities of Management and those charged with Governance for the Financial Statements
Mansgement is responsible for 1he preparation and fair presantation of the financial statemeants in sscordancs
with Nepal Financisl Reporting Standard (NFRS), and for such intermal control as management delermings s
i enable the preparation of the Financial Staternents that are free from material misstatemeant,
whathér due i fraud or error.
In prepanng the Finandal Statements, management is responsible for assessing the Company's ability to
continud as & Qoing concam, disciosing, &3 applicable, mallers reiatsd 1O going concem and ueing the going
concem basis of accounting unless management either intends to liquidate the Company of to conse
oparations, of Nas No realistic alémative but 1o 4o &0

Thosa chargad with Govamanos aré responsibls for oversasing the Company's Anancial reporling procsss

Auditor's Responsibilities for the Audit of the Financisl Statements
Our obpectives are 1o obtan Measonable ARBUNENCE ADOUTL whalher he financisl stalements &s & whoe ane liee
from materal minstatemant, whathar due 10 fraud oF &mor, and 1o Issue an auditors repon thal iInciudes our

oginion, Reasonable assurance is high evel of assurance, bul it is Not & guarantes that an sudit conductad in
mooordanco with NSAs will always detect 8 matensl misstatemen] when it exdsts Misstaements can anse from

fraud or ermor and am considered material If, individually or in the sggregate, they could resscnably be

expectad to influsnce the sconomic decisions of users tsken on the basis of thess firancial statements.

As part of an audlt in accordance with NSAs, we sxercise professional judgment and maintain professional

skepticiam throughout the audit. We alsg:

i Identify and ssseas the nesks of material misstatermant of the Financial Stelements whather due 1o Iraud
arror, design and parform Audil procedurss responsive o hose risks, snd obtain audil evidencs thal is
sufficient and appropriate 10 provide a basis for our opinlon. The risk of not detecting maleral
missiastermant resulling from fraud is higher than for one resulling from ermor, &8 freud may Involve
collusion, forgery, intentional omisshons, misrepresentations, o the override of the infermal control

. Obtain an wnderstanding of internmal control relevant 1o the sudit in order to design audlt procedures that
am approgriate in the circumstances, bul not for the purpose of expressing an opinion on the
sffactivenass of the company's intarmal contnol

. Evaluate the appropristensss of sccounting policies used snd the reasonableness of accounting
estimates and reialed disclosures made by managemant

v. Conclude on the approprisiensss of management's use of the going concern basis of accounting and,
based on the audd evidences obtained, whather 8 malerial uncenainly exists relsted (0 avents or
conditions that may cast significant doubt on the Company’s abity to continue as a going concam. If wea
conciude that material uncerainty axists, we ars reqguined to draw attenban il owr Auditons’ Repor 1o the
related discloswras in the Fnancial Statements or, if such disciosures are inadequate, to modify our
opinion, Our conclusions are based on ihe audit evidences obtained up to the date of our auditors’ report
However, future events or conditions may ceusa tha company 1o cesss to continue as & golng conoerm.

v. [Evaluste the overall presentabon, structure, and cortéent of the Financlal Statements, Including he
dmciosures. and whather the Financial Strtements reprasent the underlying transactions and events in a
manner that achuoves fair presentabon,

vi. Dbeain sufficient appropriale audil evidence regarding the finandcal information of the entities of business
activities within Company 10 express an opirnion on the Financial Statements. We are rasponsible for the
direction, supaqvision, and performance of the audit. We remain solely responsible for our audit opénion

We communicate with (hose charged with govermnance regarding. among othar matters, the planned scope and

timing of the audit and significent sudit findings, iInciuding any significant deficiencies in intemal conirod that we

ideniidy during our audit

We alsc provide those charged with governance with @ statemant that we have compiied with the resevant

Mwummmmmmumm“mummmwmm
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Report on Other Lagal and Regulatory Reguirements
Te the bast of our knowledge and according to explanations given 1o us and from our examination of the books
of accounts of company, necessary for ihe purposes of our audit 1o the axtent for the scope of our audit
i We have obtained ail the information and expianations, which o the best of our knowledge and belief
ware necessary for the purpose of audst
il In our opnion, the financial statements have besn prepared in accordance with the provision of
Companias Act. 2083 and confirm to the books of accounts of the Company
i The accounts and records of the Company have been malntained as required by (aw
v mem“mmwmmwmﬁmmmwmw.
¥.  The capilal fund, risk bearing fund and the provision for possible impalment of assets of the Company
are adequate as par the Directives issued by Nepal Rastra Bank,
vi. The oporations of ihe Company ane within its jurisdiction.
vii. Tha Company has not acted in a manner 1o jecpardize the Interest and security of the deposilors and
YaStors
vammnmmm-MnMdncmy.mmmmm“
indapandantly nol audiled, wera adaquals for the purpose of the audit
ix. We have not come across any freudulence in the accounts, so far @s i appeared from our
axgminstion of the books of sccount
xIn our opinion and 1o the best of our information and according to the explanations given 1o us, the
Bnﬂnftﬂr-nn:.mmﬂwurwmm-mmtmmymmmmmmh
mwawmwmmmm“mdmm«mmmumcmumm
acted in a manner thal would jeopardize the interest and security of the Company,

) Lk
B.M. Sh
Parier

Kathmandu For: B.K, Agrawal & Co.
Date: 2078 08 27 Chartared Accountants
LFI3IN: 2201 1 2CAD0473ulAwy
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Janaki Finance Company Limited
Notes to the Financial Statements as on Ashad 31, 2078

About Janaki Finance Company Limited:

Janaki Finance Company Limited is one of the Financial Institution with limited liability, incorporated in Office
of Company Registrar as on 2052/07/10 and obtained license from Mepal Rastra Bank as on 2053/11/21. It's
registered (Central) office is siluated at Janakpurdham-2, Dhanusha. The instilution is operaling with 2
branches. The Institution has obtained "Class C" license from Nepal Rastra Bank and carrying out financing
activities. The institution’s share has been listed in Nepal Stock Exchange Lid.

Basis of Preparation:
Statement of Compliance:

NFRSs are based on International Financial Reporting Standards ('IFRSs'), as effective in the year 2013,
comprising accounting standards issued or adopted by the International Accounting Standards Board ('I1ASB')
and interpretations issued or adopted by the IFRS Interpretations Committee ('IFRIC?).

The financial statements of Janaki Finance Company Limited (JFCL) have been prepared in accordance with
MFRSs as issued by the Accounting Standard Board Nepal (ASBN) and as endorsed by the Institute of
Chartered Accountanis of Mepal and Mepal Rastra Bank together with carve-puts issued by ICAN and
mandatory instructions! guidance of NRB for recognition of unrealized interest during the year,

Reporting period and approval of financial statements:

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

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

SFP* Date 31st Ashad 2078 15th July 2021

Current Reporting Period 1st Shrawan 2077 — 31st 16th July 2020 — 15th
Ashad 2078 July 2021

Comparative SFP* Date 31sl Ashad 2077 15th July 2020

Comparative reporting period 1st Shrawan 2076 — 31st | 16th July 2018 — 15th
Ashad 2077 July 2020

*Statement of Financial Position

Functional and presentation currency:

The reporting currency of the financial institution is Mepalese Rupees (NPR), which is also the functional
currency of the financial institution.

Use of Estimates, assumptions and judgments:

The preparation of financial information requires the use of estimates and judgments about future conditions.
In view of the inherent uncertainties and the high level of subjectivity involved in the recognition or
measuremeant of items listed below, it is possible that the outcomes in the next financial year could differ from
those on which management’s estimates are based, resulting in materially different conclugions from those
reached by management for the purposes of this financial statements.

Management's selection of the accounting policies, which contain critical estimates and judgments, are listed
below; it reflects the materiality of the items to which the policies are applied, the high degree of judgment and
estimation uncertainty invalved:

= |Impairment of loans and advances

<9
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*  Valuation of financial instruments
*  Provisions, commitments and conlingancies
*  Estimation of useful life of property. equipment and intangible assets.

25 Changes in Accounting Policies:

NFRS requires the institution to adopt accounting policies that are most appropriate to the institution's
circumstances. In determining and applying accounting policies, management is required to make
judgements in respect of items where the choice of specific policy, accounting estimate or assumption to be
followed could materially affect the institution's reported financial position, operating results or cash flows.,
These accounting policies are consistently applied by the institution.

Specific accounting policies have been included in the section 3 of the notes for each items of financial
statements which reguires disclosures of accounting policies or changes in accounting policies. Effect and
nature of the changes, if any, have been disclosed wherever applicable.

2.6 New Standard issued but not yet effective:

The standards and interpretation that are issued, but not yet effective, upto the date of issuance of the
institution’s financial statement are discussed below. The institution intends to adopt these standards, if
applicable when they become effective.

= NFRS 9 — Financial Instrument

Classification and measurement: The classification and measurement of financial assets will depend on how
these are managed (the entity's business model) and their conlractual cash flow characteristics. These faclors
determine whether the financial assets are measured at amortized cost, fair value through other
comprebensive income (‘FYTOCT) or fair value through profit or loss (FVTPL'). In many instances, the
classification and measurement outcomes will be similar to IAS 39, although differences will arise. The
combined effect of the application of the business model and the contractual cash flow characteristics tests
may result in some differences in the population of financial assets measured at amortized cost or fair value
comparad with 1AS 39. The classification of financial liabilities is essentally unchanged. For cerlain labilities
measured at fair value, gains or losses refating to changes in the entity's own credit risk are to be included in
other comprehensive income.

= NFRS 15- Revenue from contracts with Customer

NFRS 15- Revenue from contracts with Customer has been issued but will effective from 16th July 2021
onwards. This standard supersedes NAS 18 Revenue, IFRIC 13, IFRIC 15, IFRIC 18 and 5I1C 31. For
reporting purpose for FY 2077-T8; NAS 18 has been applied.

2.7 New Standards and Interpretations not adopted

New standards on revenue recognilion. financial instrument accounting, leasing have been issued by IASB
which could represent significant changes to accounting requirements in the future.

a. NFRS 9 ‘Financial Instruments’

In July 2014, the ASBMN issued NFRS 9 'Financial Insiruments’, which is the comprehensive standard to
replace IAS 38 'Financial Instruments: Recognifion and Measurement’, and includes requirements for
classification and measuramant of financial assets and liabilities, impairment of financial assets and hedge
accounting. (Effects and implications have been discussed abowve in 2.6). It has not been applied as it is yet
to be adopted by ICAN.
Carves out issued by ICAN adopted in Financial Statement:
i.  Carves out relating to Impairment related to NAS 38- Financial Instruments:

A. Impairment:

In para 58, an entity shall assess at the end of each reporting period whether there is any objective

=
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2.10

2.1

evidence that a Financial Asset or Group of Financial Assets measured at amortized cost is
impairad. If any such evidence exists, the entity shall apply Paragraphs 63 to determine the amount
of any impairment loss unless the entity is bank or financial institutions registered as per Bank and
Financial Institutions Act, 2073. Such entities shall measure impairment loss on loan and advances
as the higher of amount derived as per norms prescribed by Nepal Rastra Bank for Loan Loss
provision and amount determined as per Paragraph 63, and shall apply paragraph 63 to measure
the impairment |oss on financial assets other than loans and advances. The entity shall disclose the
impairment loss as per this carve-out and the amount of impairment loss determined as per
paragraph G3.

The carve-out is not optional and has been provided for the FY 2077-78.

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

In para 9, The Effective interest rate is the rate that exactly discounts estimated future cash
payments or receipts through the expecled life of the financial instrument or when appropriate
shorter period to the net carrying amount of the Financial Asset or Financial Liability.

When calculating the effective interest rate, an entity shall estimate cash flows considering all
contractual terms of the Financial Instrument{ for example, prepayment, call and similar options) but
shall not consider future credit losses, The calculation includes all fees and points paid or received,
unless it is immaterial or impracticable to determine reliably, between parties to the contract that are
an integral part of the effective interest ratel see NMAS 18 Revenue), transaction costs and all other
premiums or discounts. There is a presumption that the cash flows and the expected life of a group
of similar financial instruments can be estimated reliably. However, in those rare cases when it is not
possible o examine reliably the cash flows or the expected life of financial instrument (or group of
firancial instruments), the entity shall use the contractual cash flows over the full contractual term of
the financial instrument {or group of financial instruments}.

The carve-out is optional and has been pronounced for the FY 2077-78. Accordingly, the Company
has opted the carve-out.

Discounting

When the realization of assets and settlement of obligation is after more than one year, the company
considers the discounting of such assets and liabilities where the impact is material. Various internal and
external factors have been considered for determining the discount rate to be applied to the cash flows of the
financial institution. For financial instruments recognized at amortized costs that meet the 'SPPI' criteria, 1.8,
salaly for the purpose of collecting principal and interest, the effective interest rate is considered to cover for
the credil risk and time value of money, therefore further discounting is nol made.

Going Concern:

The financial statements are prepared on a going concern basis, as the management of the institution is
satisfied that the institution has the resources o continue in business for the foreseeable future. In making
this assessment, the Management have considered a wide range of information relating to present and
future conditions, including future projections of profitability, cash flows and capital resources.

Materiality:

The Institution for the preparation of financial statements determines materiality based on the nature or
magnitude, or both. Materiality is a pervasive constraint in financial reporting because it is pertinent to all of
the gualitative characteristics.

Approval of Financial Statements:

The accompanied financial statements have been approved and authorized for issued by the Board of
Directors in its meeting held on 2078/08/27 B.S. .

<R
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Significant Accounting Policies:
Basis of measurement:

The financial information has been prepared under the historical cost basis, except the following material
iterms in the Statement of Financial Position:

¥ Financial assels at fair value through other comprehensive income are measured at fair value.

# Employee defined beneflit obligations of Leave Encashment Eligibility are measured in accordance with
provision contained in NAS 19 based on report of the Actuary.

Basis of consolidation:

The Institution does not have control over any entity requiring consolidation as per NFRS 10,

Cash and cash Equivalent:

Cash and cash equivalent include highly liquid investments that are readily converlible lo known amounts of
cash and which are subject to an insignificant risk of change in value. Such investments are normally those
with less than three months' original maturities or less from the acquisition date that are subject to an
insignificant risk of changes in their value and used by the institution in the management of short term
commitment. Cash and cash equivalent are classified as financial asseis and treated accordingly,

For the purposes of the cash flow statement, cash and cash equivalent comprise cash and non-mandatory
balances with central banks and amounts due from banks with a maturity of less than three months.

Financial Instrument: Financial Assets and Financial Liabilities:
Financial asset is any asset that is:

{a) cash

(b}  an equity instrument of another entity;

{c) a contractual right:

i} toreceive cash or another financial asset from another entity; or
i} to exchange financial assets or financial liabilities with another entity under conditions that
are potentially favorable to the entity; or

{d} aconftract that will or may be settled in the entity’s own equity instruments andis:

(i} a non-derivative for which the entity is or may be obliged to receive a variable number of the
aentity's own equity instruments; or
() a derivative that will or may be settled other than by the exchange of a fixed amount of cash or
another financial asset for a fixed number of the entity's own equity instruments.
Financial liability is any liability that is:
{(a}) contractual obligation:

(i} todeliver cash or another financial asset to another entity; or
(iy to exchange financial assets or financial liabilities with ancther entity under conditions that are
polentially unfavorable lo the enlity; or
(b} a contract that will or may be settled in the entity’s own equity instruments andis:

(il & non-derivative for which the entity is or may be obliged o deliver a variable number of the
enfity's own equity instruments; or

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

30
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Recognition:

Institution recognizes financial assels or a financial liabilities In its statement of financial position when, and
only when, it becomes a party to the contractual provisions of the instrument.

Classification

Financial assets are classified under three categories, namely,
- Fair Value through Profit or Loss,

" Fair Value Though Other Comprehenszive Income

* Al Amortized Cosl

Financial liabililies are classified under lwo categores, namely,
= Fair Value through Profit or Loss,

*  Held at amortized cost

Measurement:

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

Subsequent measurement - financial assets
i Financial assets other than recognized at amortized cost are measured and reported at fair value.

. Assets classified as held at amortized costs are carried at amortized costs using effective interest rate.
(Institution has availed carve-out exemption for computation of effective interest)

Subsequent measurement - financial liabilities

. Financial liabilities carried at fair value are measured and reporled at fair value. Other financial
liabilities are carried al amortized cost,

Gain or loss

Gain or loss arising from changes in the fair value of a financial asset or financial liability are recognized, as
follows.

* A gain or loss on a financial asset or financial liability classified as at fair value through profit or loss
shall be recognized in profit or loss.

' A gain or loss on a financial assel or financial liability classified as at fair value through OCI shall be
recognized in other comprehensive income

De-recognition:
Institution derecognizes financial assets when, and only when:
. the contractual rights to the cash flows from the financial asset expire; or

. It transfers the financial asset and the transfer qualifies for de-recognition.

Institution remowves financial liabilities (or a part of a financial liabilities) from its statement of financial position
when, and only when, it is extinguished: i.e. when the obligation specified in the contract is discharged or
cancelled or expires.
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Determination of fair value:

Fair values of financial assets and liabilities are determined according to the following higrarchy:

] Level 1 — valuation technique using quoted market price: financial instruments with guoted prices for
identical instruments in active markets that the group can access al the measurement date.

] Level 2 — valuation technique using observable inputs: financial instruments 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. For
the listed securities where the company holds promoter shares which are priced and traded differently in
the market than ordinary shares the Company has considered the wvaluation of similar promoters'
shares traded in the market which approximates to 50% of the price that the ordinary shares are traded,

. Level 3 — valuation technique with significant unobservable inputs: financial instruments valued using
valuation techniques where one or more significant inputs are unobservable. Whera market prices are
not available then the Company considers the carrying value and future cash flows from the financial
instruments.

Impairment
Impairment of financial assets held at amortized costs

Impairment of financial assets is considered when the carrying values of the assels are more than the
recoverable amount from the assets. Impairment is tested for all financial assets except those measured at
fair value.

Impairment of loans and advances to customers and bank and financial institutions for impaired loans are
recognized immediately when there is objective evidence that impairment of a loan or portfolio of loans has
occurred. Impairment allowances that are calculated on individual loans or on groups of loans assessed
collectively are recorded as charges to the profit or loss and are reduced against the carrying amount of
impaired loans in the statement of financial position. Losses, which may arise from future events are not
recognized.

The process of impairment followed by the institution under NAS 39 is as under;

. Institution individually assesses for impairment of loans and advances for all loans that are overdue.

. When testing for impairment if there is no indication of impairments such loans and advances are
considered for collective assessment. If there is an indication of impairment, then impairment is
charged against loans and advances on individual basis,

. If the loans and advances are not overdue and do not indicate any trigger events that would require
detailed impairment testing such loans and advances are categorized for collective assessment of

impairment.

. When triggers are identfied for individually significant loans and advances, they are tested for
impairment.

] Impairment is specifically (individually) assessed and charged for overdue loans and advances.

. Collective assessmenl is based on lhe risk assessmenl, risk categories and risk classification of
loan and advances.

Individually assessed loan and advances

The criteria used lo make this assessment include:

. known cash flow difficulties experienced by the borrower;

. Contractual payments of either principal or interest being past due;

. The probability that the borrower will enter bankruptcy or other financial realization;

. A concession granted Lo the borrower for economic or legal reasons relating to the boarrower's financial
difficulty that results in forgiveness or postponement of principal, interest or fees, where the concession
is nol insignificant; and
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*  There has been deterioration in the financial condition or outiook of the borrower such that its ability to
repay is considered doubtful, For loans where objective evidence of impairment exists, impairment
losses are determined considering the following factors:

— the group’s aggregate exposure to the customer;

— the viability of the customer's business model and their capacity to trade successfully out of
financial difficulties and generate sufficient cash flow to service debt obligations;

—~  the amount and timing of expecled receipls and recoveries,
-~ the likelihood of dividend available on liquidation or bankruptcy,

—  the extent of other crediters’ commitments ranking ahead of, or pari passu with, the company and
the likelihood of other creditors continuing to support the institution,

—~ the complexity of delermining the aggregate amount and ranking of all creditor claims and the
extent to which legal and insurance uncertainties areevident;

* the realizable walue of security (or other credit mitigating factor) and likelihood of successful
repossession and encashment of collateral.

’ the likely costs of obtaining and selling collateral as part of foreclosure;

Collectively assessed loans and advances

Impairment is assessed collectively to cover losses, which have been incurred but have not yet been
identified on loans subject to individual assessment or for homogeneous groups of loans that are not
considered individually significant. 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 that are not
individually significant are collectively assessed for impairment by grouping together loans and advances with
similar risk characteristics.

Impairment of loans and advances portfolios are based on the judgmenls in past experience of portfolio
behavior. In assessing collective impairment the institution uses historical trends of the incurred loss by
analyzing data of last twelve quarters, the amount 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.. When information becomes
available which identifies losses on individual loans within the group, those loans are removed from the
group and assessed individually,

To estimate the required allowance, assumptions are made to define how inherent losses are modelled and
to determine the required input parameters, based on hislorical experience and current economic conditions.
The accuracy of the provision depends on the model assumptions and parameters used in determining the
collective provision,

Reversals of impairment

H the amount of an impairment |loss decreases in a subsequent period, and the decrease can be related
objectively to an event occurring after the impairment was recognized, the excess is written back by reducing
the loan impairment allowance account accordingly. The write-back is recognized in the profit and loss
statement net of impairment during the pericd.

Write-off of loans and advances

Loans {and the related impalrment allowance accounts) are normally written off, either partially or in full,
when there is no realistic prospect of recovery. Where loans are secured, this is generally after receipt of any
proceeds from the realization of security. In circumstances where the net realizable value of any collateral has
been determined and there is no reasonable expectation of further recovery, write-off may be earier.

Carve out — Loans and Advances Impairment

The regulaters have provided a mandatory carve-out for charging impairment of loans and advances. The
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carve-out indicates that the Company needs lo assess ils impairment of loans and advances under NFRS
and calculate impairment under rule based impairment model of Directive 2 of Nepal Rastra Bank. Then
higher impairment of the two methods needs to be recognised in the financial statements, with additional
disclosure of the loans and advances had the other methods been applied for comparison purpose. The
financial institution for the financial years 2020-21 and 2012-20 has assessed the impairment under NFRES
impairment model and under NRB Directives. Since the impairments under NRB directives are higher than
under NFRS, the financial institution has recognized impairment calculated under NRB directives.

Following table below depicts the calculation of impairment aliowance as per NFRS and as per NRE
Directivas,

Particulars 2077-78 2076-T7

As per NRB As per NFRS As per NRB As per NFRS
Individusl Impairrment £82,350.063.38 - 50.128,243.98 7.860,639.18
Collective Impaiment 34,333,843.83 | 11.,597.227.34 27.321,241.00 2,595,138.68
Total 116,683,907.21 @ 11,597,227.34 T77,449,484.08 10,455,778.86

Offsetting of financial assets and financial liabilities:

Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet when
there is a legally enforceable right to offset the recognized amounts and there is an intention to setile on a net
basis, or realize the asset and settle the liability simultaneously (‘the offset criteria’).

Trading Assets:

Financial assets are classified as trading assets (held for trading) if they have been acquired principally for
the purpose of selling in the near term, or form part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent pattern of short- term profit-taking. They are
recognized on trade date, when the group enters into contractual arrangements with counterparties, and are
normally derecognized when sold. They are initially measured at fair value, with transaction costs taken to the
income statement. Subsaquent changes in their fair values are recognized in the income statement in ‘Nel
trading income’,

Derivative Assets and derivative liabilities:

Derivatives are financial instruments that derve their value from the price of underlying items such as
aquities, bonds, interest rates, foreign exchange, credit spreads, commaodities and equity or other indices.
Derivatives are initially recognized, and are subsequently re-measured, at fair value. Fair values of
derivatives are obtained either from quoted market prices or by using valuation techniques.

Embedded dervatives ara bifurcated from the host contract when their economic characteristics and risks are
not clearly and closely related to those of the host non- derivative contract, their contractual terms would
otherwise meet the definition of a stand-alone derivative and the combined contract is not held for trading or
designated at fair value. The bifurcated embedded derivatives are measured at fair value with changes therein
recognized in the incomes statement.

Property, Plant and Equipment:
Recognition of Property, Plant and Equipment:

Property and eguipment, including owner-occupied property, is stated at cost. Cost include the purchase
price other directly attributable cost of property and equipment, including import duty and non-refundable
purchase taxes, after deducting trade discount and rebate. Replacement or major inspection costs are
capitalized when incurred, if it is probable that future economic benefits associated with the item will flow o
the entity and the cost of the item can be measured reliably.

Estimated rate of Depreciation:

Depreciation is provided on useiul life basis over the estimated life of the following nature of assets:
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Mature of Assets “Useful Life
Computer and Accessories 4 Years
Wehicle 5-10 Years
Furniture and Fixture 4 Years
Egquipment and Others 4 years

Leasehold improvement is amortized on the basis of straight-line basis using the rate determined with
reference lo lease period.

Depreciation of these assets commences when the assets are available for use, which is generally on
commissioning {available for use) and not when it is put to use, ltems of Property, Plant and Equipment are
depraciated in a manner that amortizes the cost {or other amount substituled for cost) of the assets after
commissioning, less its residual value, over their useful lives on a Straight-Line basis and recognized as an
expense in the statement of profit or loss.

The assets’ residual values, and useful lives and method of depreciation are reviewed and adjusted, if
appropriate, at each financial year end and adjusted prospectively.

An item of property and equipment is derecognized upon disposal or when no further future economic
benefits are expected from its use or disposal. Any gain or loss arising on de-recognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is
included in the statement of profit or loss in the year the asset (s derecognized

A. Impairment of property, plant and equipment

The financial institution applies NAS 36 Impairment of Assels to determine whether its assel have impaired.
For the purpose of determination of Impairment Loss, the institution treats each reportable segmaent as a
separate Cash Generating Unit,

3.7.2 Intangible Assets:
Basis of recognition

Institution's intangible assets comprise of software which have been separataly acquired and therefora
measured on initial recognition at cost less any accumulated amortization and any accumulated impairment
losses.

Subsequent expanditure

Subsequent to intial recognition, the intangible asset is carmed at cost less accumulated amortization for
depreciation and accumulated impairment losses.

Subsequent expenditure on intangibles are capitalized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure is charged to the statement of profit
ar loss when incurred.

Amortization of Intangible assets

Scftware (Intangible) has been classified as having definite useful life and is amortized over estimated useful
Iife of concerned software. Estimation of the useful life is reviewed at each financial year end and changes in
the expected useful life or the expected pattern of consumption of future economic benefits embodied in the
asset are considered to modify the amortization period or methed, as appropriate, and are freated as
changes in accounting estimates

Amartization expense on intangible assets with finite lives is recognized in the statement of profit or loss in
the expensze category consistent with the function of the intangible asset.

Amortization is calculated using the straight-line method to write down the cost of intangible assets to their

residual values over their estimated useful lives. Estimataed useful life of the software currently owned by the

institution has been determined as follow:,

 Asset Class Useful Life
Software 5 Years
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De-recognition of Intangible assets

An intangible asset is de-recognized on disposal or when no future economic benefits are expected from it.
The gain or loss arising from de-recognition of such inlangible assets is included in the statement of profit ar
loss when the item is de-recognized.

Impairment of Intangible assets

An impairmeant review is performed whenever there is an indication of impairment. When the recoverable
amount is less than the carrying value, an impairment loss is recognized in the statement of profit or loss.

Assessment of impairment of intangible assets

The management has assessed potential impairment indicators of Intangible assets as at 31" Ashad 2077,
Based on the assessmaent, no any impairment indicators ware identified.

Investment property:

Land or a building or part of a building or both owned by the Company or held by the Company as the
lessee under a finance lease to earn rentals or for capital appreciation or both, rather than for:

*  use in the production or supply of goods or services or for administrative purposes; or
*  sale in the ordinary course of business '
* are classified as investment properties.

Investment properties are measured initially at its cost. Transaction costs are included in the initial
measurament. After initial recognition, the company chooses the cost model to measure its investment
properties in accordance with MAS 40.

The Non-Banking Assets acquired by the institution is classified as assets held for sale and presented under
investment properties,

Income Tax:

Income tax comprises current tax and deferred tax. Income tax is recognized in the income statement except to
the axtent that it relates to items recognized in other comprehensive income or directly in equity, in which case
Itis recognized in the same statement in which the related item appears.

Current Tax:

Current lax is the lax expected lo be payable on the taxable profil for the year, calculated using tax rates
enacted or substantively emacted by the reporting date, and any adjustment to tax payable in respect of
previous years, Current tax assets and liabilities are offset when the group intends fo settle on a net basis
and the legal right to offsel exists.

Deferred Tax:

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities in
the balance sheet and the amounts altribuled to such assels and liabilities for tax purposes. Deferred tax
liabilities are generally recognized for all taxable temporary differences and deferred tax assets are
recognized to the extent that it is probable that future taxable profits will be available against which
deductible temporary differences can be utllized.

Deferred tax is calculated using the lax rales expecied to apply in the periods in which the assets will be
realized or the liabilities setfled, based on tax rates and laws enacted, or substantively enacted, by the
balance sheet date. Defarred tax assets and liabilities are offset when they arise in the same tax reporting
group and relate to income taxes levied by the same taxation authority, and when the group has a legal right
tooffset,

Deferred tax relating to actuarial gains and losses on post-employment benefits is recognized in other
comprehensive income if gains/ losses are recognized in OCI Deferred tax relating lo fair value re-
measuremeants of available- for-sale investments credited or charged directly to other comprehensive income

%




FAETD BIEAEE SHede! fafdes

JANAK! FINANCE COMPANY LIMITED

2y 3t aifies WTERYT |ar

3.10.

311

3.12.

and is subseguently recognized in the income slalement when the deferred fair value gain or loss is
recognized in the income statement.

Deposits, debt securities issued and subordinated liabilities:

Borrowings (which include deposits from banks, customer deposits, debt securities in issue and subordinated
liabilities) are recognized initially at fair value, being their issue proceeds net of transaction costs incumed,
These instruments are subsequently stated at amortized cost using the effective interest rate method. The
Company does not have any debl securities issued and subordinated liabilities.

Provisions:

Provisions are recognized when it is probable that an outflow of economic benefits will be required to settle a
current legal or constructive obligation, which has arisen as a result of past events, and for which a reliable
estimate can be made. Judgment is involved in determining whether a present obligation exists and in
estimating the probability, timing and amount of any ocutflows. Professional expert advice is taken on the
assessment of litigation, property (including onerous contracts) and similar obligations wherever necessary.

Revenue recognition:

Interest Income: Interest income are recognized under accrual basis in the profit or loss for all interest-
bearing financial instruments meeting NEB directives for interest recognition in NFRS complied Financial
Slatement.

NFRS Requirement

MFRS reqguires interest income 1o 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 thal 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 inilial
recognition of the financial asset or liability 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 returm, Direct incremental
transaction costs related to the acquisition, issue or disposal of financial instruments is also taken into
account in the calculation. Once a financial asset or a group of similar financial assets has been written down
as & 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.

Interest income on loan and advances is recognized on amortized principal which is nearer o effective
interest method suggested by NFRSs. The adoption of effective interest method is not possible due to
constraint of time, effort and cost in the short term compared to the benefits it provides, Interest of loan and
advances which are significantly impaired are nol recognized.

The Financial Institute has recegnized Interest income under accrual basis in the profit or loss for all interest-
bearing financial instruments meeting NRB directives for interest recognition in NFRS complied Financial
Statement. As per NRE directives, interest on loan & advances due in Ashadh 2078 but received within 15th
Bhadra 2078 can be recognised as interest income for the FY 2077/78 . However, the Financial Instilute has
not opted the said option and interest on loan has been recognized as income on accrual basis complying
with the provision of Guidelines on Recognition of Interest Income 2019 issued by NRB and unrealized
portion of interest amounting to Rs 49.60 lakh has been transferred to Regulatory Reserve (by debiling
Statement of Profit or Loss) after deducting the impact of income tax provision and staff bonus as per NRB
directives .

Interest income on government bond and bank balances are recognized on effective interest method.

Fees and Commission Income: Fees and commission, which are not an integral part of the effective interest
rate are generally recognized when the service has been provided. Fee income is earned from a diverse range
of services provided by the group to its customers, Loan commitment fees for loans that are likely to be drawn
down are deferred (together with relaled direct costs) and recognized as an adjustment lo the effective
interest rate on the loan once drawn. Where it is unlikely that loan commitments will be drawn, loan
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commitment fees are recognized over the life of the facility. Loan syndication fees are recognized as revenue
when the syndication has been completed and the Company retains no part of the loan package for itself or
retains a part at the same effective interest rate for all interest-bearing financial instruments, including loans
and advaneces, as for the other participants.

Company has not deferred the commitment fee/ service charges for the loan which has got tenure of more
than a year.

Dividend Income: Dividend income Is recognized when the right to receive payment s established. This Is
the ex-dividend date for listed equily securities, and usually the date when shareholders approve the dividend
for unlisted equity securities.

Net Trading Income: comprises all gains and losses from changes in the fair value of financial assets and
financial labilities held for trading. together with the related interest income, expense and dividends.

Met income from financial instruments designated at fair value includes all Gains and Losses arising from
changes in the fair value of financial instruments designated at fair value through profit or loss are included in
the statemen! of profit or loss in the pericd in which they arise. Contraclual interest income on financial
instruments held at fair value through prafit or loss is recognized within net inlerest income.

Interest expense:

Under NFRES Interest expense are recognized in the profit or loss for all interest-bearing financial instruments
using the effective interest method, The effective interest method is a method of calculating the amortized
cost of a financial liability and of allocating the interest expense over the expected life of the financial
instrument.

Employee benefits:
Current employee benefits costs:

Short-term employee benefits, such as salaries, paid absences, performance-based cash rewards, profit
sharing bonus and sccial security costs such as PF are recognized over the peried in which the employees
pravide the related services.

Post-employment benefits:
Defined contribution plan

Payments to defined contribution plans where the Company's obligations are equivalent to a contribution by
employees to the defined contribution plan. These are charged as an expense as the employees render
service. The Company doesn't operates provident fund scheme under Defined contribution plan. A
percentage of basic pay is paid on menthly basis to the plan. The Company has no further obligation to pay
after such contribution even if the plan assets may not be sufficient to pay out to the employees. The plan is
managed by a separately registered retirement benefit plan managed by the Citizen Investment Trust. Any
further income on such fund belongs o the employees. Therefore, actuarial valuation is nol reguired for
defined contribution plan.

Defined beneafit plan

The defined benefil plan includes gratuity and accumulated leave compensation payment al the time of
relirement. The presenl value of defined benefit cbligations are calculated al the reporling dale by the
actuaries. The net charge to the profit and loss comprises the service costs and the net interest on the net
defined benefit liability and is presented under employes cost.

The past service cost, which is charged immediately to the income statement, is the change in the present
value of the defined benefit obligation for employee service in prior periods resulting from a plan amendment
{the introduction or withdrawal of, or changes to, a defined benefit plan) or curtailment (a significant reduction
by the entity in the number of employees covered by a plan). A settlement [ a transaction that eliminates all
further legal and constructive obligations for part or all of the benefils provided under a defined benefit plan,
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other than a payment of benefits to, or on behalf of, employees that is set out in the terms of the plan and
included in the actuarial assumptions,

Re-measurements of the net defined benefit liability, which comprise actuarial gains and losses, retum on plan
assets (excluding interest) and lhe effecl of the assel ceiling (if any, excluding inlerest), are recognized
immediately in other comprehensive income. Acluarial gains and losses comprise experience adjustments
(the effects of differences between the previous actuarial assumptions and what has actually occurred), as
well as the effects of changes in actuanal assumptions.

The defined benefit assat or liability represents the present value of defined benefit obligations.

Actuarial Valuation details and assumptions are in Note no.4.23 of Financial Statement.

Staff Bonus:
Pravision for staff bonus has been made @ 10% of net profit for the year,

Leases:

Leases where the institution does not transfer substantially all of the risk and benefits of ownership of the
assets are classified as operating leases, The leases entered into by the Institution are primarily operating
leases.

Institution as a Lessee

Operating lease rentals payable are charged to the profit and loss on a straight-line basis over the period of
the lease for the FY 2077-T& The lease rantals for the rented premises increase as per the conlractual
agreement with the lessors.

Foreign currency translation:

Transactions in foreign currencies are recorded in the functional currency at the rate of exchange prevailing
on the date of the transaction. Monetary assets and liabllities denominated in foreign currencies are
translated into the functional currency at the buying rate of exchange at the balance sheet date. Any resulting
exchange differences are included in the profit or loss. Non-monetary assets and liabilities that are measured
al hislorical cost in a foreign currency are lranslaled inlo the functional currency using the rate of exchange
at the date of the initial transaction, Non-monetary assets and liabilities measured at fair value in a foreign
currency are translated into the functional currency using the rate of exchange at the date the fair value was
determined,

Financial Guarantee and loan commitments:
Financial guarantees

They are the contingent liabilities, which include certain guarantees and letters of credit pledged as collateral
security as well as contingent liabilifies related to legal proceedings or regulatory matters are possible
obligations that arise from past events whose existence will be confirmed only by the occurrence, or non-
occurrence, of ona or more uncertain fulure events not whaolly within the control of the group; or are present
obligations that have arisen from past evenis but are not recognized because it is not probable that settlement
will require the outflow of economic benefits, or because the amount of the obligations cannot be reliably
measured. Contingent liabilities are not recognized in the financial statements but are disclosed unless the
probability of seftlement is remote.

Loan Commitments

These include the amount of loans approved by the Financial Institution but are not yet disbursed/utilised.
These include for example overdraft / crash credit limits given to the customers in excess of already utilized
balances where cuslomers can draw down credit facilities, within the limit, without going through any further
approval process of the Financial Institufion,
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3.18 Share Capital and Reserves:
3.18.1 Share Capital:

Financial instruments issued are classified as equity when there is no contractual obligation to transfer cash,
other financial assets or issue a variable number of own equity instruments. Incremental costs directly
attributable to the issue of equily instruments are shown in eguity as a deduction from the proceeds.

The issue expenses for the issue charged In the year of issue and though the impacl from pasl of the
institution's equity the amount has not been adjusted with the share capital and the institution considered the
impact to be immaterial,

3.18.2 Reserves:

«  Share Premium: Any premium collected on issue of shares fo the public is credited to this reserve. This
resaerve is ulilised only for issue of the bonus share capital.

= Retained Earnings: The accumulated profits which has not been distributed to shareholders and is free
for distribution of dividend to the shareholders is presented under this heading.

= Ganeral Reserve: There is a requlatory requirement under Bank and Financial Institutions Act to set
aside 20% of the net profit after tax every year as general reserve to build up the capital until the general
reserve fund balance is twice the paid up share capital. This is the restricted reserve and cannot be
freely used. The Financial Institution appropriates 20% of the regulatory net profit every year and
transfers to the general reserve fund,

= Exchange Equalization Reserve: Central Bank's regulatory directives require Financial Institution's to
transfer 25% of the revaluation gain as at the year end to this reserve account.

*  Fair Value Reserve: Net change in fair value of equity instruments that are measured at fair value and
the changes in fair value is presented under this reserve,

* CS5R Reserve: Bank and Financial Institution has regulatory requirement fo set aside 1% of the net profit
of year after deduction of CSR expenses & bonus provision for corporate social responsibility activities,
The Bank has utilized Rs.33.77 lakh oul of which Rs.22.5 lakh has been deposited in Corona Virus
Control Fund set up by Government of Mepal maintained in Mepal Rastra Bank as per circular no
1/077/78 dated 12/04/2077 & balance amount has been utilized in various CSR activities.

During the year, CSR Fund of Rs.311,944.46 has been appropriated being 1% of net profit.
Movement of Corporate Social Responsibility Reserve (CSR) year-wise are as follows:

Particulars FIY 2077/78 FIY 2076/77

| Opening balances 3,378,448.67 2926,022.30
Addition during the year 311,944 46 1,125,878.29
Total 3,690,393.13 4,051,900.59
Utilization® 3,377 562.23 E73,451.92
Balance at the year end 312,830.90 3,378.448.67

“Total amount uiiized during the year has been debited from CSR reserve as the expenses has been
claimad as expenses in pravious year. And, provision for CSR @ 7% of net profit has been reflected
through Statement of Disiributable Profit or Loss (SOPL) for current fiscal year 2077-78.

Staff Training Fund: Bank and Financial Institution has regulatory requirement to set aside the shortfall
between amount spent for training and amount calculated at 3% of the previous year's total staff cost
(upto previous year). For FY 2077-78 staff training fund has not been provided for as per NRB circular
re 1/078/79 dated 11/04/2078.
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Movement of Staff Training Fund year-wise are as follows:

Particulars FrY 2077/78 FiY 2076/77

Opening balances 170,044.95 196,007 .50
Addition during the year 170,044 .95
Total 170,044.95 366,052.45
Utilizaticn 196 007,50
Balance at the year end 170,044.95 170,044.95

+« Regulatory Reserves: The amount that is allocated from retained earnings of the Financial Institution
as per the Direclive of NRE for the purpose of implementation of NFRS is presented under this aceount
head. The amount in this reserve is not free for distribution of dividend (cash as well as bonus sharas).
The amount allocated to this reserve 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
NFRS {in case lower impairment is recognized under NFRS), amount equals to deferred tax assets,
actual loss recognized in other comprehensive income, amount of goodwill recognized under NFRS, etc.
Amount of Rs. 5,398,605.11 has been transferred from Regulatory reserve during the reporting periad.

Accrued Interest receivable and Investment properties (Non-Banking Assets) booked as income has
been transferred to Regulatory Reserve after deducting the impact of staff bonus and income tax as per
circular issued by MNepal Rastra Bank vide circular no 8/076/77T dated 2076.07.26

The details of Regulatory Reserve are presented below:

Particulars Amount
Accrued Interest Receivable Reserve® 4.960,539.00
MNon-Banking Asset Reserve (Investment properties) * 609,764.00
Deferred Tax Assels -
Total 5,570,303.00
* The impact of Bonus and Tax for Regulatory Reserve is as follows:
Particulars Accrued Interest Non-Banking Assets
Interest Income booked under NFRS 7.873,870.90 967 880.00
| Impact of Staff Bonus (787,387.09) 96.786.00
Balance after Stalf Bonus 7.086 483 81 871,092.00
Impact of Income Tax (30%) {2,125,945.14) 261,327.60
Closing Balance of Regulatory Reserve 4,960,539.00 609,764.00
Opening Balance of Regulatory Reserve 9,450,145.00 609,764.00
Net amount transferred to Regulatory Reserve (4,489,606.00) -

*  Other Reserve: Any reserve created with specific or non-specific purpose (except stated above) are
presented under this by disclosing accounting heads,

3.19 Earnings Per Share including diluted:

Basic Earnings Per Share are calculated by dividing the net profit attributable to equity shareholders by the
weighted average number of ordinary shares in issue during the year, For the calculation of diluted earmings
per share the weighted average number of ordinary shares in issue is adjusted to assume conversion of all
dilutive potential ordinary shares that arise in respect of convertible instruments, if any. Where the number of
ordinary shares increases as a result of bonus issue, the calculation of basic and diluted eamings per share for all
the periods presented has been adjusted retrospectively.

3.20 Segment reporting:
The Institution's segmental reporting is in accordance with NFRS 8- Operating Segments. Operating

9
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Table 1
Particulars As of Ashad end 2078
No. of Amount{NRs.)
Customers
Accrued Interest Received after Asadh end 2078 till 15 Bhadra 2078 208 5,037 248.77
Additional 0,3% Loan Loss Provision created on Pass Loan Portfolio 1201 6, 773,674.72
Extension of moratorium period of loan provided to Industry or Project Mo such
under construction cases noled
Restructured/Rescheduled Loan with 5% Loan Loss Provision Mo such
cases noted
Enhancement of Waorking Capital Loan by 20% to COVID affected Mo such
borrowers cases noted
Enhancement of Term Loan by 10% to COVID affected borrowers Mo such
casas noted
Expiry Date of Additional 20% Working Capital Loan (COVID Loan)
extended for upto 1 year with 5% provisioning
Expiry Date of Additional 10% Term Loan (COVID Loan) extended for Mo such
upto 1 year with 5% provisioning cases noted
Time Extension provided for repaymeant of Principal and Interest for Mo such
uplo lwo years as per clause 41 of NRB Direclives 2 cases noled
Table 2
Particulars As of Ashad end 2078 ]
No. of Amount{NRs.)
Customers
Refinance Loan Mo such cases
rioted
Business Continuity Loan No such cases
noted
Table 3
Particulars As of Ashad end 2078
No. of Amount(MRs.)
Customers
Subsidised Loan 93 | 309,217,000.00
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Janaki Finance Company Limited
Notes to the Financial Statements
Notes forming part of the Accounts for the year ended Ashad 31, 2078

Disclosure & Additional Information
Risk Management:
Introduction and Overview:

In Compliance with Mepal Rastra Bank Directive on 6 "Corporate Governance®, the Board of financial institution of
JFCL has established a Rizk Management Committee with clear terms of reference. As at the date of this report, the
Risk Management Committee compromised of following:

S.No. [Member of Risk Management Committee Designation
1 Raghunath prasad Sah Director
2 Ashok Kumar Jalan Director
3 Ritash Kumar Thakur Member
4 Ravi Bhagat Member Secretary

The Commitlees meets at lzast four fimes annually, The committee overseas and reviews the fundamenial prudeniial
risks.

Risk is inherent in the financial instifution's activities but 15 managed through & process of ongoing identification,
measurement and monitoring, subject to risk limits and other controls. This process of risk management is critical to
the financial institution’s continuing profitability and each individual within the financial institution is accountable for the
risk exposures relating to his or her responsibllities,

Governance Framework:

Risk Management Committee of the financial institution has formed to review the credit risk, Market nigk, and liguidity
risk of the institution. Apart form this institution has formed the Assets and Liability Management Committee to monitor
liquidity risk as well as markel risk, AML CFT commitiee in order to monitor the operational Ask The committee and
subcommities has effectively discharged their duties and responsibility,

The Financial Institution’s risk managemenl framework are established to identify and analyse the risks faced by the
institution to set appropriate risk limits and controls and to monitor risks and adherance to limits. Through its |, the
Financial institution seeks to efficiently manage credit, market and liquidity risks which arise directly through the
institution's commercial activities as well as operational , regulatory and reputational nsks which arise as a normal
consequences of any business undertaking, As part of this framework, the institution uses a sl of principles thal
describes its risk management culture. The institution, through its fraining and management standards and procedures,
gims to develop a disciplined and constructive contral enviranment in which all employees understand their rofes and
obligations.

Tha Major risk area and mitigation mechanism is as given below:

Credit Risk:

Credit rigk is the potential for loss due to failure of counterparty to meet its obligation to pay the financial institution in
accordance with agreed term.

Risk iz an inherent feature of any business and it drives an aenfity towards income generation. Likewise, Risk
management objective of the financial institution is to strike balance between risk and retumn, and ensure optimum Risk-
adjusted return on capltal. A reasonable level of return is essentlal for sustalinability of the business. However, taking
higher risk in search of higher eamings may have chances to resull in failure of business. Thus effective rsk
management is a must for business success. Towards this end JFCL has implemented robust risk management
architecture as well as policies and processes approved by the Board of Directors. These encompass indepandent
identificalion, measurement and management of risks across various facels of financial institution's operation.

Board level risk management committee has been set up under NRB Directive for ensuring/reviewing financial

institution's risk appetite are in line with the policies and CRO acts as member secretary. CRO closely monitors and
report on credit related risks in ALCO & RMC meeting.

Oz
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5.1.2

5.1.3

Janaki Finance Company Limited
Motes to the Financial Statements
Motes forming part of the Accounts for the year ended Ashad 31, 2078

Risk Management | Contd....)

Market Risk:

Market risk is the risk thal the fair value or future cash flows of financial instruments will Aluctuate due to changes In
market variables such as interest rates, foreign exchange rates, commodity prices and equity prices. The institution
classifies exposures fo market risk into either trading or non-trading portfolios and manages each of those portfolios
saparately,

Markel Risks are discussed al Asset Liability Commitiee (ALCO) of the institution and even discussed al respective
division level on open position on daily basis. The limits for open pesition are controlled, level wise which ensures in-
depth knowledge of the market and movement before taking decision (by choice). The monthly reports on such aspects
ara well discussed and deait in ALCO. The commities ensures functioning of the jobs in line with the policies and
procedures and suggests/recommends for necessary steps collectively to address the risk an interest rate movement,
exchangea rate movement and equity price changes. Most of the market operations (investments) are done from the
Treasury Department which reports to the Chief Executive Officer and exposure accounting inciuding booking of
income/expense s done from Department which reports to the Chief Execulive Officer, The instilution assesses the
open position on daily basis and calculates risk exposure for allocation of required capital in line with Basel provisions.
LIkely impact on earmings due to changs In the market condition and change in the standing of the counterparty are well
assessed pariodically and necessary actions are taken as appropriate. TFO is equipped with advanced dealing platform
for tmely and effectively concluding the deals. Similarly the unit is equipped with modern and advanced information
system on global news, market movements and any incidantz so that institution can manage and maintain the position
favarably.

The institution has been working continuously towards risk diversification of its assets base so as to achieve better
porticdio mix and to protectlenhance the overall risk on its Ivan book, The strategic focus of mapping business s
aradually reducing high-risk assets and increasing low risk exposures.

The Risk subject to this reguirement are;

a) Interest Rate Risk

interest rate nsk 1= the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.

b) Currency Risk

Foreign exchange rizsk is potential for the institufion to exparence volatility in the velue of its assets, liabilities and
salvency and to suffer actual financial lossss as 8 resull of changes in value between the currencies of ks assets
liabilities and its reporting currency

€) Ewuity Price Risk

The risk of fluctuation in fair values or future cash flows of a financial instrument due to a change in market prices, other
than those oceurring due to interest rate risk or currency risk, is referred lo as equity price risk. Accordingly, the equity
price risk affects the Institution's investmeants in equity instruments,

Liquidity Rishk:

Liguidity risk occurs when an institution cannol meel its short-term debt obligations. The investor or entity might be
unable to convert an asset inte cash without giving up capital and income due to a lack of buyers or an inefficient
market. The institution has developed internal control processes and contingency plans for managing liguidity risk. This
incorporates an assessment of expected cash flows and the availability of high grade collateral which couldl be used to
secure additional funding if required. The Liguidity Risk is managed by ALCO. The ALCO has developed the Unified
Treasury clreular for overall liquidity management of institution.

U
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Janaki Finance Company Limited
Notes to the Financial Statements
Notes forming part of the Accounts for the year ended Ashad 31, 2078

5.2 Capital Management:

521 Qualitative Disclosures- The Company has formulated
The Financial Instituticn has formulated and implemented the “Intemal Capital Adequacy Framework 2018" (ICAAP 2008) which has
been approved by the Board of Directors, The ICAAP 2018 is a system of sound, effective, and complefe strategies and processes that
allows the Fls to assess and maintain, ocngoing basiz, the amounts, types and distibution of internal capital that the Fls considers
adequate to cover the nature and level of risk to which the Fls is or might be exposad to,

Internal Capital Adequacy Assessment Process (ICAAF) shall also include reguirement to have mobust govemance amangements,
efiicient process of managing all material nisks and an effective regime for assessing and maintaining adequate and sconomic capital at
the Fls where econcmic capital (economically needed capital) refers to the amount of capital required for the Fls's business operafions
and for financing the associated risks.

ICAAF 2018 shall provide policy and procedural guidelines for the calculation of intemal capital adequacy by prescribing appropriate
methodologies, technigues and procedures to assess the capital adequacy requirements in relation to the Fls's risk profile and
effectiveness of its risk management, contral environment and strategic planning,

The Board shall be primarily responsible for ensuring the current and future capftal nesds of the Fis in relation to strategic ohjectives, The
management shall review and understend the nature and level of various risks that the Fls is confrorting in the course of different
business scfivities and how this risk relates to capital levels and accordingly impiement sound risk management framewark specifying
confrol measures ta tackle each risk factor.

5.22 Quantitative disclosures

a. Capital Structure and Capital Adeguacy
Financial Year 2077/7T8
(Amounts in NPR 000)
This Year Previous Year
A) Core Capital 854,188.83 846, 008,73
1) Pald up Capital (Ordinary Shares) E0O411.10 600 411.10
2) Proposed Bonus Shares - -
3) 8Share Premium = =
4) Irredeemable preference shares - -
5) General Reserve Fund 184,348.73 178.109.84
6) Accumulated profitiloss) 83.429.01 69,386.79
7y Amount of profit and loss of the current Fiscal year as shown in the balance-sheet =
8) Capitzl Redemption Reserve Fund - -
89)  Capital Adjustment Furnd - -
10) Calls in advance - -
11) Other free reserves — -
To be deducted - 909.00
= Amount for goodwill - -
= Defered Tax Assets - Ca.00
+ Amount invested in shares and security In excess of limits - -
= Amicunt invested in security of the company having financial interests = -
+ Fictitious Asset - -
» Amount invested in purchase of [and and houses for self use ignoring directives of this Fls - -
= Amaunt invested in land development and housing construction in excess of limils - -
+ The share undensriting could not be seld within the stipulated time - -
» The credit and other facilities made available to the persons and organizations - -
kanned by the prevailing laws
(B} Supplementary capital 34,333.84 27,321.24
1y Provisions of loan loss made for pass loan 44,333.84 27.:321.24
2)  Additional loan loss provision - =
3y Hybrid capital instruments - =
4)  Unsecured subordinated term debt - -
§)  Exchange Equalization Fund - -
G)  Assets revaluation Fund - -
Ty Invesiment sdjustment Fund - -
{C) Total Capltal Fund [A+B) 918,522.68 874,319.97

(D) Minimum capital Fund to be maintalned based on risk welght assets

Capital Adequacy (10%,) 203808 20.21%
Core Capital (6%) i S 29.36%
Capital Fund {more/lass) by % 18.38% 20.31%

Core Capital (more/less) by % 23 38% 24.31%

=
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Notes to the Financial Statements
Notes forming part of the Accounts for the year ended Ashad 31, 2078

i) Capital Adequacy Ratio
Capital Adequacy Ratio of the Fis as at 31st Ashad, 2078 stood at 25.38%.

Ii}) Summary of Fls's Internal appreach to assess the adequacy of capital to support current and future activities, if applicable

The BF/ls prepares a long term 5 year's Strateqy Plan and to achleve the fong term plans the Fls prepares annual Budgets/Operating!
Tactical plans as stipulated in the Budget Policy and strateqy Documemnt of the Fls. To ensure that the Flz capital adequacy
commensurate to demand of the Fils 's capital required by the business planning, the Manmagement and the Board prudently and
proactively engage on ongeing process of capital and risk assessment, stress testing and scenarios testing, monitaring and reporting as
per the ICAAP 2018,

The Fls has also formulated and implemented “Stress Testing Guidelines 2015" in order to assess of the vulnerability of the Fls under
various stress siiuations typically, application of “what If " scenarios, especially in the problematic Identification of low freguency but high
saveity events and identifying expacted and unexpected losses. It focuzes on capturing the impact of large, but stll plausible events and
understanding the overall risk profile in a8 coherent and consistent framework, including impact analysis on earnings, solvency and
ligquldiity,

A formal menitoring and reporting mechanism have heen established o provide the senior management necessany
information on the risk profile, trends, and the capital requirements as per ICAAF 2018 and Stress Testing Guidelines. Such reports are

being prepared on a monthly and guarterly basis and circulated o relevant business unitsfdepartments, Integrated Risk Department
{IRMD), and tEbled in Assets Lishility Committee (ALCO} mesting.

Furthar quarterly reports are presented to the Risk Management Committes and the Board for review and discussions.
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522 Quantitathve disclosures Contd...
b, Total Risk Weighted Exposure Calcutation Tabla:

Financial Year 207778
{Amaunts in MPR Q00
s Year [
Ealance Sheet Exposures Weiaht Risk Weight Risk Weight
Amount iy Amount Ansite
{A) On balanca-shest Assats
Cash Balanca % 11,332.00 . 15,351.02 .
Balance with Mepsl Rasira Bank ¥ o AT 47 . 13893115 .
Gokd % - - - -
Inwestment in Mepalese Government Securnities [ - - - -
Al Claims en Govemmant of Mepal % - . -
Invesiment in Nepal Rasta Bank sscuriies o - - -
All clelns o Meps! Restra Bank i - . g
Ciaims an Foreign Gevernment and Cerdral Bank (2C0A 0-1) % - - - -
Claims an Foreign Government and Central Bank (2CA -2) 20% - - - -
Chaimg an Fareign Goverramsat and Camral Bank (ECA -3} G0t - . . .
Clalms on Forefgn Coverpment and Central Bank (ECA-4-6) 00% - - -
Ciaims an Foreign Government end Cendrel Bank (cCA -T) 150% - - - -
Ciaims On BIS, IMF, ECB, EC and MD8's recognized by the framewsork % - - - -
Ciaims an Olher Mullfaberal Development Barks A% - - - -
Caims an Domestic Pubiic Sector Enfifes 100% - . . -
Claima on Public Sector Entity [EC040-1) 0% - 2 = -
Claims on Public Secior Entity (ECA2) 50% - - - -
Clhaimg on Public Sector Entity (ECA 3-6) 100% - - . -
Claimg an Public Seclor Entity [ECAT) 150% - . 5 2
Clalma an domestic banks that meel capial adeguecy reguiremsants 20 1,871,004, 70  314.380.54 Qo 07231 181814 48
{Liaims an domestic banks that do not meet capital adequacy requirements 100% - - - -
Clzims on forsign bank (204 Ratng 0-1) 2% - - - -
Claims on foreign bank |ECA Ratng 2) Glrta - -
Ciaimg an fareign bank [ECA Ratng 3-6) 0% = . - -
Ciaime on foreign benk [ECA Rasing 7) 150% - - - -
{Ciaims an foreign benk ncorporeted in SAART region operatng with & buffer of 1% 20% - - - -
above ek resoective reguiatony capital reuiremsant
CRims on Domestic Corporates W% 113544 10133344 1,141,55588 1,141, 555.04
Ciaimg an Forelgn Conorates (ECA 0-1) 20% - - - -
Claims on Foreign Comorates (2CA 2) 50% - - - -
{laims an Foreign Comporetes [£CA 3-6) 100% - - - -
Chaims on Foreign Corporates (ECAT) TE0% - - - -
Requiatory Retail Potielio (Mol Overdue) el 11564325 BIGTTOER BEZB45BE  B39,708.37
Claimg fulflling al crieron of requiarty retall excent granularity 100% - - - -
Claims secured by residential progeries BO% 4333290 25,990.74 B5.341.52 3920451
Clzims not fully secured by residential properies 180% - - - -
Claims secured by residental propedies (Dverdus) 100% - - - -
Clalms secured by Commercial real estate 1W00% 24534425 24534425 25610336 256,103.36
Past due clekns (excest for cleims secumad by residentie’ croperties) 150% - - - -
High Risk claims 50% 4142587 B2,130.56 38.076BE B7.115.33
Landing Against Sacurifias [Bonds & Shams) 100% - . -
Investments in equity and ciher caphal nstnumens of hetfutiors listed in stock suchargs 100% Al 10,00 401,000,00 uan.on 30.000.00
Inwestments in squity and olbsr capilal nstuments of nstutions not listed in the stock 150% 351,60 52728 351,50 527.2%
enchal
MIEMMWRMMI property 50 - - -
Interest Recedwshleclaim an govemment securities i - - -
Cash in transit and oiher cash fems in the process of eolleclion 20 - - -
Oither Assals (a5 per attachment) 100% 39,520.86 35,520.66 53,858 52 53,856,652

Tetal £,313.501.34 257859612 3,502 56608 3398.857.19
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b. Total Risk Weighted Exposwre Calculation Table condd. ..
[Amouniz ln NER UH)

Thig Year Last Year
Balance Sheet ures Weight Aol Rimk Weight Amound FRiah Weight

—  MAssets 0 Assets

(B} Off-balance-shest Rems

FRewvocable Commibmenta % - - -
Bills Urder Collection 0% - -
Forvard Exchange Cordract Lisbiities 10% - - -
L Sommitmontz ¥ ih Origngl Maturity Usts § months domestic countorparty Hita - - -
Fareign countemanty (ECA Rating 0-1) sk - -
Foreign countemparty (ECA Reting 2) 5% - -
Foreign caunterparty (ECA Rating 3-6) 100% - - -
Foreign counterparty (ECA Rating 7) 150% - -
LG Commifments ¥¥ih Criginal Maturity Cvar B months domastic counterparty B% - -
Fareign counfemparty (€2 Rating 0-1) Hi% - -
Farmign caunterparty (ECA Rating 2} B% . [ - .
Farpign counterparty (ECA Rating 3-8) 100% . E = =
Fareign caunterparty (ECA Raing 7) 160% - - 2 "
Bid Bard, Perfarmancs Bond and Counber guatanies domestc sountermparty B0% BI0.0D 400,08 000,00 3,500,
Foreign courerpanty (ECA Rating 011 % . . ’ -
Foreiyn counferparty (ECA Ralirg J) 5% * E -
Fareign caurlerp sy (ECA Raling 3-81 100% H -
Foreign courderpary (ECA Rating T} 150% - -
Underariting commibimants 50% - -
Lemding of Bank's Securities or Poating of Securlias as colateral 100%: - - -
Repurchaas Agreemanls, Assats asie with recouras 100% - -
Advencs Peyment Guaraniss 100% - - -
Finenclal Guarenies 100% - - - -
Acpeptances and Endorsoments 100% - - - -
Unpald portion of Partty paid shares and Securtics 1005 - - - -
Frenvocabie Credl commiments (Short term) 20% NzATe98 B2 435 40 12544231 #5088 45
Frevocabe Gred commiments (kng term) oG - - - -
Claims on forslgn bank incorparsted i SAARC raglon aperating with a buffer of 1% sbove 0% - - - -
their respective reguialary capite? reguirement
Other Contingent Liakdities 105 - - - -
Unpaid Guarantee Clalma 200% - - - -
Tatal _ WIZSTEAS  GLEISA0 _ 15EA4ZE] 2358840
Risk \Welghted Exposure for Gperational Risk 1% HL1550 2HGMI55E 2H0MB40 20044840
Fisk Waighted Exposura far Maret Risk - -
Tatal Risk Weighted Exposuras (Bafors adjustmants of Filtar It} _AHZEINZAT  ZAA124T 3SRSRATETH 3 TIRI24.05
Adfustments wnder Fitlsr I
SAPF B.4a (7] Add AWE equivalent b2 reciprocal of capial charge of 3 % of gross incame, A00% BT 708 68 7,708 BR BY 17452 57174332
SRP B4a (%) Overall risk management policies and  procedures are nat sedisfectory. Add 3% of BYWE 100% BB237 41 BE.FAT 41 B1 567,72 B 5ET.72
SRP B.4a (10) Desired level of disclosure requirement has not besn achieved. Add 1% of RIVE 0%, 2841247 91247 1 18

Totzl Risk Weighted Exposures (&fter Bank's adjusimants of Pillar ) 1. T 312880657 4 ugiAl:l!.r.lT 2,884 85634
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Notes forming part of the Accounts as on Ashad 31, 2078

§.3 Classification of Financial Asset and Liabilities
Fair value iz the amount for which an asset could be exchanged, or & liability sefiled, between knowledgeable, willing pariies in an arm’s
length fransaction on the measurement date. The fair value measurement is based on the presumption that the transaction to sell the ssset
ar fransfer the liability takes place either;

Im the principal markel for the assot o liability
Im the abzance of the principal market, in the most advanlageaus market for the asset ar liability.

Falr valus of an aszet or a labllity |5 measured using the assumptions that markel participants would use whan peicing the asset or Habliity,
assuming that market pariclpants act in thelr economic best Interest. When avallable, the Insthuflon measures the falr value of an
instrument using quoted prices in an active market for that instrument. A market is regarded as active If quaoted prices are readily and
regulary available and represent actual and regularly cecurring market fransactions an an arm's length kesis. For units in unit trusts, fair
valle 2 determined by reference to published bid-values. If & markel for a financial Instrument is not active, then the institution establishes
fair value using a valuation technigue.

Waluation technigues include using recert arm's length transactions between knowledgeable, willlng parfies (if avalable), reference to the
current fair value of other Instruments that are substantally the same, discounted cash flow analyses and option pricing models, The
chosen valuation fechnique makes maximum use of market inputs, relies a3 lithe as possible on estimates specific to the Institution,
incorporates all factors that market parlicipants would congider in sefling & price, and Is consistent with accepted ecanomic methodologies
far pricing firanciat instruments. Inputs to valuation technigues reasonably represent market expectations and measures of the risk-return
factors inherant In the financis! instrument. The Inshitution calfbrates valualion technigues and lests them for validity using prices from
observable current market transactions n the same Instrument or based an other avallable obsercable market data,

When transaclion price provides the best evidence of fair value at initial recogniticn, the financial instrument Is initially measured at the
transaction price and any diference between this price and the vaiue initially obtained from a valustion model is subseguently recegnisad in
the statement of profit or loss on an appropriate basls over the life of the instrument but not later than when the valuation is supparted
whally by ebservable market data or the frarsaction 12 closed out

Any diference between the fair value at initial recognition and the amount that would be determinad at that date using a valuation technique
in & situation in which the valuation is dependent on uncbservable is not recagnised in the statement of profit or loss immedistely, but is
recognised over the life of the instrument on an appropriste basis or when the instrument is redesmed, transferred or sold, or the fair value
becormes observable. Assels and fang posiions are meazured at a bid price; liabilities and short pozitions are measurad at an asking price.
Falr values reflect the credit risk of the Instrument and include adjusiments 1o take account of the credht risk of the Institution and the
counter party where appropriate. Falr value estimates obtained from models are adjusted for any other factors, such as liguidity risk or
maodel uncertainties; to the exient that the institution believes 8 third-party market participant would fake them into accounting pricing a
transaction,

Financial assets and llabilties based on the accounting classification with thelr camylng values and falr values are tabulated kefow.

Amount In NRs.
FY 2077-78 ~
____Asset at Fair Value Asset at Amortized Cost
Financial Azsets Notes | Deslgnated Thraugh Loan and F Tatal

at FVTPL acl Recelvables | o0 to Maturity
Cash and Cash aguivalant 4.1 - - 1,583,836 695 63 - 1,583,836, 89563
Due fram Nepal Rasira Bank 4.2 - - 80,171 466.88 - 80,171 466.88
Placement with BFls 43 - - - - -
Loan and Advances to institution 46 &4.7 - - 2,359, 686,726.33 - 2,159 686,726.33
Investmert in Securities A8 - | 55,588,500.00 E 55,596, 500.00
Ciher Financial Asset 416 = = 3,219,5335.84 = 3,219,533.84 |
fl’_u_h_;l - 55,506,500.00 | 4,026,914,422.78 - 4,002,510,022.78

Liabilities at Fair Value
Financlal Liabllitles Notes | Designated| Through Am'ﬂ:’c:;t Total

at FVTPL ocl
Due to Bank and Financial Institutions  4.17 - - 109,829.21 109,820,21
Deposit fram customer 4.20 - - 3,141,198,304.20 | 3,141,198,304 .20
Borowing 4.21 - = = -
Other Financig Liabilities 4.23 - - 02,695,204.21 92 695,804 21
E'Tuhl - - 3,234,004,937.62 | 3,.234,004,937.62
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Notes te the Financial Statements
Motes forming part of the Accounts as on Ashad 31, 2078

5.3 Classiflcation of Financial Asset and Liabllitles {(contd..)
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JANAK! FINANCE COMPANY LIMITED

Ameunt in NRs.
FY 2075-77
__Asset at Fair Value Asset at Amortized Cost
Financial Assets Maotes | Designated Through Loan and Tatal

at FVTPL oc Receivables | Mo to Maturity
Cash and Cash eguivalent 4.1 - - 025.423,305.683 - 025423 32563
Due from Mepal Rastra Bank 42 - - 138.931,148.77 - 138,931 14877
Placement with BFls 4.3 - - - - -
Loan and Advances to institution AGR4T - - 2,304 647 41137 - 2,304,647 41137
Irvestrment in Securities 4.8 - 30.541.500.00 - 30,541,500.00
Cther Financial Asset 4,15 - > 330,928.56 330,926.56
[Total - 30,541,500.00 | 3,360,332 815.33 - 3,200,874,315.33

Liabillties at Fair Value
Financial Liabilities Notes | Designated| Through H';:“'““” - Total
- . at FVTPL ocl ortized Cost

Due to Bank and Financial Institutiony 4,17 - - 18,714,628.95 19,714,628.95
Depasit from customer 4.20 - - 2.482,145,306.53 | 2,462,145,306.53
Barmowing 4.21 - - - -
Crther Financlal Lisbilites 4.23 - - 04 473,109.25 84 473,109,258
Total - - 2,576,333,134.73 | 2,576,323,134.73
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Janaki Finance Company Limited
Notes to the Financial Statements
Notes forming part of the Accounts for the year ended Ashad 31, 2078

Classification of Financial Asset and Liabilities {Confd.... )

Fair Value of Financial Instruments:
Financial instruments recorded at fair value

s =5 a &
Ayailable - for - =ale financial assets, primarily consist of quoted equities and Quoted Mutual Fund units ,are valued
using the quoted market price in active markets as at the reporting date. For ungquoted securities those are carried at
cost,

Determination of fair value hierarchy
Faor all financial instruments where fair values are determined by referring to exiernally quoted prices or observable

pricing inputs to models, independent price determination or validation is obtained. In an inactive market, direct
observation of a traded price may not be possible. In these circumstances, the financial institution uses alternative
market information to validate the financial instrument’s fair value, with greater weight given to information that s
considered o be more relevant and reliable.

Fair values are defermined according to the following hierarchy:
Level 1:
Quoted market price (unadjusted): financial instrurents with quoted prices in active markets,

Level 2:

Valuation technigue using chservable inputs: financial instruments with quoted prices for similar instruments in active
markets or quoted prices for identical or similar instruments in inactive markets and financial instruments are valued
using models where all significant inputs are observable,

Lovel 3:

Valuation technique with significant unobservable inputs: financial instruments are valued using valuation techniques
where one or more significant

inputs are uncbservakbls,

- Hierarchy of fair value measurement of financial assets at fair value

Amount in NRs.
FY 2077-78 Level 1 Level 2 Lavel 3
Assets
Cuoted Equities - - -
Quoted Mulual Fund 659,245,000.00 -
Unquoted Equities - 351.500.00
55,245,000.00 351,500.00
FY 2076-77 Level 1 Level 2 Level 3
Assets
Cuotad Equities - -
Cucted Mutual Fund 30.180.000.00 -
Unguoted Equities - 351,500.00
30,190,000.00 351,500.00

The Investment made in the Mepal Clearing House are not actively traded in the market and are therefore not liquid . The
Institution has no Intentlen to dispose these invesiment In foreseeable future, Those Investment have been carfed at cost
as the level 3 Valuation

&g
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Janaki Finance Company Limited
Notes to the Financial Statements
Notes forming part of the Accounts for the year ended Ashad 31, 2078

Classification of Financial Asset and Liabilities (Contd.... )

- Hierarchy of fair value measurement of financial assets at amortized cost

Amount in NRs.

FY 2077-78 Level 1 Level 2 Level 3
Loan and Advances to Customer - 2,359,686,726.33
Other Financial Assels - 3,219,533.94
Government Development Bond - -

- 2.362,906,260.27
FY 2076-77 Level 1 Level 2 Level 3
Loan and Advances to Customer - 2,304,647 411.37
Other Financial Assets - 330,929.56
Government Development Bond - -

- 2,304,978,340.93

- Hierarchy of Financial Liabilities
Amount in NRs.

FY 2077-78 Level 1 Level 2 Level 3
Due to Bank and Financial Institutions - 100,829.21
Deposit from customer - 3,141,199,304.20
Borrowing - -
Other Financial Liabilities - 02,695,804.21

- 3,234,004,937.62
FY 2076-77 Level 1 Level 2 Level 3

Due to Bank and Financial Institutions
Deposit from customer

Berrowing

Other Financial Liabilitias

19,714,628.95
2,462,145,396.53

84,473,109.25

2,576,333,134.73
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Notes to the Financial Statemeants
Motes forming part of the Accounts for the year ended Ashad 31, 2078

54 Share Option and Share Based Payment:
Mot Applicable

55 Contingent Liabilities and Commitment:
Contingent liabilities: Where the institution undertake to meke a payment on behalf of its customess for guarantess issued, such s for
performance bonds or as irmecoverable letters of credit as part of the institution’s transaction institution's business for which an obiligation
to make a payment has not arfsen at the reporting date, these are Included in these financial statement as contingent lkabilitles.

Cther cantingent Hablities orimarily include imecoverable letters of credit and bonds issued on behalf of customers to custams, for bids
or offers.

Commitments: ¥Where the instifution has confirmed its infention to provide funds to a customer or on behalf of & customer in the farm of
leans, overdrafts, future guarantees, whether caneellable or not, or letters of credit and the institution has nat made payments at the
reparting date, those instruments are Inciuded In these financlal statemant as commitmants.

3.6 Related Parties Disclosures:
561 Identification of Related Partles
A related party is @ person or entity that is redated 1o the entify that is preparing its financial statements
a. A person or a close member of that person’s family is related o a reporiing entity if that person:
(i} has contrgd or jolnt control of the reporting entity
{ll) has significant influence over the reporting entity or
(lll} b= a member of the key managament personnel of the reporting entity ar of a parent of the raporting entity.

b. An entity is related to a reporing entity if any of the following conditions applies:
(i) The entity and the reporting entity are members of the same group (which means thal each parent, subsidiary and fellow subsidiary is
related to the ofhars).

() One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a group of which the
oiher enfity is 8 member),

{iii} Both entities are joint veniures of the same third party,

{iv) One entity is a joint verture of a third entity and the other entity is an associate of the third antity.

() The entity is & postemployment benefit plan faor the benefit of employees of either the reporting entity or an enfity refated to the
reparting entty. If the reporing entity is itself such a plan, the sponsoring emplaoyers are also relaled o the reporting entity.

{wi) The entity is contralled or jpirtly controlled by a person identified in ().

[wil) A person idenfified in (2)il) has significant influence over the entity or is & member of the key management parsonnel of the entity (or
of & parent af the entity),

The Company ldentifies the following as the related parties under the requirement of NAS 24;

1) Directors

2077-T8 207877

Amar ath Gupta Amar Nath Gupta
Raghunath Prasad Sah Raghunath Prasad Sah
Ashak Kumar Jalan Ashok Kumar Jalan
Diip Marayan Sah Dip Marayan Sah

2} Key Management Personnel of the Institution

2077-78 2076-77

Dinesh Kumar Shama Rajnish Kumar Singh
Siyaram Yaday Dilip Kumar Yaday
Sunil Shah Sunil Shah

Roshan Kapar Roshan Kapar

Ravi Bhagat Panka| Kumar Thakur
Bindeshwor Fumar Yaday Ravl Bhagat

Blndashwar Kumar Yadav
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Janaki Finance Company Limited
Motes to the Financial Statements
Notes forming part of the Accounts for the year ended Ashad 31, 2078

§.6.2 Transactlon during the year:

&7

58

5.9

5.8.1

The instittion has carrled out transactions in the ordlnary course of business on an arm's length basis at commaearcial rates with partles
who are defined as related parles as per the Nepal Accounting Standard - NAS 24 - 'Refated Party Disclosures', excepl for the
transactions that Key Management Personnel (KMFs) have avalled under schemes uniformly applicable fo all staff st concessionary
rates, Those transactions include lending ectivities, acceptance of deposits, Off-Balence Sheet trensactions and provision of other
imstitution's and finance senvices,

Particulars 2077-78 2076-T7
Directors

Director sitting Fees 3153,000.00 312,000.00
Cther Direcior sllowance 348 562.00 IT0463.00
Total 701,962.00 582 00
Key Management personnel

Remuneration and Benefit Paid 9.453,600.85 17,126,218.77
Post Retirement Benefits 44311646 4B6,386.00
Other Long Tern Banelits - -
COther fransaction Benefits if any - -
Total 9,806 307,31 171271477

Merger and Acquisition
Mot Applicable

Additional Disclosuras of non consolidated
The institution does not have any subsidiary. Therefore consofidation is not applicable.

Events after Reporting Date
Ma circumstances have arisen since the reporting date which would reqguire adjustments to, or disclosure im the financial statements,
other than disclosed in Naote 5.5.1.

Declaration of Dividend and Bonus:

Provision for final dividend is recognized al the time the dividend is recommended and declared by the Board aof Directors, and is
appraved by the shareholders, Interim dividend payable is recognised when the Boeard approves such dividend in accordance with the
Companles Act

The detallz of proposed dividend and bonus are given below:

Particulars FY 2077-78 e FY 2076-77 e
Cash Dividend Proposed 4,740 089 47 0.7885% - 0.00%
Proposed Bonus Shares 90,061, 700.00 15.0000% - 0.00%
Total 84 ,801,780.47 15.7885% - 0.00%
Unpaid Dividend

As at the reporiing date, unpaid dividend over years amounts to as follows

Particulars FY 2077-78 FY 2076-77

Dividend Payable 178,16117 17816117

Total 179,161.17 179,161,17
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COMPARISON OF UNAUDITED AND AUDITED FINANCLAL STATEMENTS AS OF 2077078

NPR [n 900
A5 par unaudiisd | As per audiied Varianca
Partigulars Finamoial Financial Reasons for Varianca
Shai ik Shatsinent In amount In %
Btatemeant of Financial Pozition
Ansots
LCash and cash equivalen 1,883,836 10 158303870 - (00%,
Dyg from Mepa! Rastra Bank EAT1AT BOIT14T - (0%
Flacement with Bank and Financial Instiutions - -
Dervathea firancial Instrumcats -
Diher rading asaets - -
Loan and Agvancas o BFis &7,385.74 67.385.74 40.00) 3.00%:
Loars and advances (o cuslomsrs 23277335 2,252 290 &9 {34 ,B82.36) =1.60% | Dy b stall joan & impairment.
|nvestriarnd in securlies 40,641 .50 B5.588.60 16,056.00 7.1 3% | Do be svastment gain
|Current Tax Assets 156,174.30 T ATEAR 12,303 88 BYO8% | Due b tas.
Iryestmant in subsidianes - E
BET BB 45T B8 - 0.00%,
25,605 .56 14,744, 38 {10,861.20 -42.42% | D 1o nat velue
BI545 265.58 (BE9.4T) -T1.57% | Dus b ret valus
B0GL00 - (309,00 AL00% | Dus to defarred dex liabiity booked|
30,658 98 #8278 {23,T86.15) TV 56% | Dua to staf loan boaoked,
4,183,379.94 4,133 630,58 {43,743,35)
107.33 108.63 2.30
3,155,107 44 141,195,530 (13,508.13) -1 44% | Crange in Karmachan Sanchaya
Kosh Deposit
396407 3.864.07
105,642.02 ‘BZ.605 6D {12,047 .13) -12.26%: (Do ke siedl Donig
3,200, 85T .69 3,237, 568,00 {22,808 6E)
BOO,411 10 G041 10 - 0.00%,
132,629.41 O0420.01 {33.470.40) 25 18% | Due b profit distributea
180,211.75 201.821.48 12,600.74 B.66% | Dus ke profit dslr ibuted
922 B2 26 501, 601.59 {20,5B60.66)
422,523 28 P01, BE1 .88 (20, BE0.6E)
4,183,374 4,138,630.59 {43,748,35)
- Qi 0.0
A51,170258 MEITALS (B, 005, 16) =1.71% | Dusa b2 imbarest meome
racagnitian.
23603823 236.038.72 - L00%
118,141,03 108,135.88 (6,105, 16)
15,558, 58 15,5549.58 - .00%,
M8 11.18 - 0.00%,
15,548.40 15,548.40 -
130,680.42 124, 604.26 {6, 005,16}
277318 A7T7TR18 - 100%
133 462 58 127457 42 (B, 008, 18)
impaETent changedreversal) Tor loans and ciher losses -BB 3 3523442 38,323.30 | -44245.03% | Extra Provislon booked as per
At adjugbment
Met Dperating incomne 133,551.44 88,223.00 {d5,328.46)
Peraurnel Sxpenss 25, TEE 2T 72,366.88 (3,402.25) -13 20% | Dws 1o stedl bunug.
Cther Operafing Expenses 12,694.53 15,030,503 2,339.31 18.43% | Dus ko equalized house rant.
Degraciation and Amartisiation 436879 A58 20 .00 000%
Oyparating expenses 4281048 41,758.17 {4,062 a8),
Net operating Profit 90,7321 46,468 83 a4, 205.48)
MNer oparating income - - -
Men operating expanse - - -
Profii bafore incoms tax 90,7323 A5, 465,53 {44,265.48),
Income tax emense 721969 15272.34 {11,847.31) -13.89%
Curront tax 171965 14915 B2 (172.203.88) <48 20% | Duae fo net effect of abawe
charges
Defermed tax - 15657 35667
Prafit for tha year 351062 41,194.45 (ALI18.17)
Cthar Comprahensha income - 1053880 10,538.50
olal Comprehanzive incoine 63,542.62 41,732.595

%3
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