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PARAKRAM SHARMA & ASSOCIATES GPO Box 2334, Kathmandu
Chartered Accountants Phone: 4261936, 9851111178
' Email: info@parakramassociates.com

REPORT OF THE INDEPENDENT AUDITORS
TO THE SHAREHOLDERS OF MERO MICRO FINANCE BITTIYA SANSTHA LIMITED |

We have audited the accompanying financial statements of Mero Microfinance Bittiya Sanstha Limited, which
comprise the Balance Sheet as at Ashad 31, 2072 ( July 16, 2015) and the Profit and Loss Account, Statement of
Changes in Equity, Cash Flow Statement for the year then ended, and a Summary of Significarit Accounting
Policies and Other Explanatory Notes. : '

Management’s Responsibility for the Financial Statements

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

7Auditm’s Responsibility

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

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

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

Opinion on financial Statements

In our opinion and to the best of aur information and according to the explanation given to us, read together .
with significant accounting policies and notes to the accounts forming part of the financial statements, the
accompanying financial statements give a true and fair view of the financial position of Mero Micro Finance
Bittiya Sanstha Limited As at Asadh 31, 2072 (July 16, 2015) and of the results of its financial performance and

"its cash flows for the year then ended in accordance with Nepal Accounting Standards or relevant practices so
far as applicable in compliance with the prevailing laws in material aspects.
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Other Reporting

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

Place: Kathmandu Nepal
Date: 2072/06/01

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

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

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

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

CA. Parakram Sharma

Principal

Parakram Sharma & Associates
Chartered Accountants
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Mero Microfinance Bittiya Sanstha Ltd.
Bidur-4, Battar, Nuwakot
Comparison of Unaudited and Audited Financial Statement of F/Y 2071/72
NRs. in 000"
As per Unaudited | As per Audited Variancein | Variance in
S.N. Particulars Financial Financial Amount Percentage Reasons for Variance
Statement Statement
1 _|Total Capital and liabilities (1.1 to 1.7) 1,516,524.17 1,512,259.30 4,264.87 0.28%
1.1 |Paid up capital 138,800.00 138,800.00 - 0.00%
1.2 |Reserve and surplus 44,052.27 42,507.18 1,545.09 3.51%  |Change in profit
1.3 |Debenture and Bond - - -
1.4 |Borrowings 1,200,216.77 1,200,216.77 0.00%
1.5 [Deposit (a+h) 101,921.07 101,921.07 0.00%
a.Domestic currency 101,921.07 101,921.07 0.00%
b.Foreign currency - -
1.6_|Income Tax Liability 17,675.88 19,731.05 (2,055.16)]  -11.63% |Donation expenses disallowed
1.7 |Other liabilities 13,858.18 9,083.24 477495 | 34.46%  [Change in defered tax liability
2 |Total Assets (2.1 to 2.7) 1,516,524.17 1,512,259.30 4,264.87 |  0.2812%
2.1 |Cash and Bank Balance 95,020.03 95,020.03 - 0.00%
2.2 [Money at call and short notice 204,003.19 204,003.19 0.00%
2.3 |Investments - .
2.4 |Loans and Advances 1,171,821.92 1,171,821.92 - 0.00%
2.5 |Fixed Assets 23,872.01 19,086.48 478553 ] 20.05%
2.6 [Non Banking Assets - - -
Commission income grossed up along with TDS
receivable & security expense recitified for
2.7 [Others Assets 21,807.02 22,327.68 (520.66)|  -2.39% _|overbooking which is shown as receivable.
3 Profit and Loss Account
3.1 |Interest Income 129,241.82 129,241.82 - 0.00%
3.2 |Interest Expenses 35,818.38 35,818.39 0.0D)]  0.00%
A.Net Interest Income (3.1-3.2) 93,423.43 9342342 0.01 0.00%
Commission income grossed up along with TDS
3.3 |Fees,Commission and Discount 207.58 32,261.13 (32,053.55)] -15441.31% |receivable.
3.4 |Other Operating Income 32,023.76 32,023.76 Alc head mismatch
3.5 |Foreign Exchange Gain/Loss (Net) -
B.Total Operating Income
(A+3.3+3.4+3.5) 125,654.78 125,684.56 29.78)]  -0.02%
Staff Expenses 27,948.44 27,948.44 - 0.00%
3.7 |Other Operating Expenses 24,827.36 24,341.56 485.80 1.96%
C.Operating Profit Before Provision (B.-
3.6-3.7) 72,878.98 73,394.56 (51559 -0.71%
loan loss provision written back of this year
3.8 |Provision for Possible Losses 8,900.53 8,067.40 833.13 9.36% |adjusted in loan loss provision expense head
D. Operating Profit (C.-3.8) 63,978.45 65,327.16 (134870 -2.11%
3.9 |Non Operating Income/Expenses(Net) -
loan loss provision written back of this year
3.10 | Write Back of Provision for possible loss 833.13 833.13 adjusted in loan loss provision expense head
E.Profit from Regular Activities (D.-
3.943.10) 6481157 65,327.16 (515.59)]  -0.80%
3.11 [Extraordinary Income/Expenses(Net) - -
F.Profit before Bonus and Taxes (E.+3.11) 64,811.57 65,327.16 (515.59)]  -0.80%
3.12 |Provision for Staff Bonus 5,891.96 5,938.83 (46.87)]  -0.80% |Increase in profit
3.13 [Provision for Tax 17,675.88 19,689.69 (2,013.80)]  -11.39% |Donation expenses disallowed
G.Net Profit/Loss (F.-3.12-3.13) 4124373 39,698.64 1,545.09 3.75%

@
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MERO MICROFINANCE BITTIYA SANSTHA LTD.

Unaudited Financial Results (Quarterly)

As on Quarter ended Ashad 2072

Rs.'000
0 Correspondin
S.No. Particulars This Quarter Ending Prew:u:.o. ALl Previs:us Yeaf
— Quarter Ending
1 Total Capital and Liabilities (1.1 to 1.7) 1,516,524.17 1,146,828.84 528,750.35
1.1 Paid up Capital 138,800.00 138,800.00 69,400.00
1.2 Reserve and Surplus 44,052.27 30,908.51 2,893.85
1.3 Debenture and Bond - - -
1.4 Borrowings 1,200,216.77 870,040.56 434,564.64
1.5 Deposits (a+b) 101,921.07 67,771.93 15,791.83
a. Member 101,921.07 67,771.93 15,791.83
b. Public - - -
1.6 Income Tax Liability 17,675.88 12,171.44 1,240.22
1.7 Other Liabilities 13,858.18 27136.40 4,859.81
2 Total Assets (2.1 to 2.7) 1,516,524.17 1,146,828.84 528,750.37
2.1 Cash and Bank Balance 95,020.03 48,871.28 5,667.55
2.2 Money at Call and Short Notice 204,003.19 66,841.55 105,852.60
2.3 Investments - = -
2.4 Loans and Advances 1,171,821.92 989,589.15 £407,168.66
2.5 Fixed Assets 23,872.01 20269.16632 8,853.13
2.6 Non Banking Assets - - -
2.7 Other Assets 21,807.02 21,257.70 1,208.43
3 Profit and Loss Account
EN Interest Income 129,241.82 80,420.68 17,007.34
3.2 Interest Expense 35,818.38 22,302.75 5,044.46
A. Net Interest Income (3.1 -3.2) 93,423.43 58,117.92 11,962.88
3.3 Fees, Commission and Discount 207.58 294.70 10,297.33
3.4 Other Operating Income 32,023.76 23,310.41 -
3.5 Foreign Exchange Gain/Loss (Net)
B. Total Operating Income (A+3.3+3.4+3.5) 125,654.78 81,723.04 22,260.21
3.6 Staff Expenses 27,948.44 18,802.74 8,567.00
3.7 Other Operating Expenses 24,827.36 12,590.19 6,827.69
C. Operating Profit Before Provision (B -3.6 - 3.7) 72,878.98 50,330.11 6,865.52
3.8 Provision for Possible Losses 8,900.53 6,173.00 4,072.68
D. Operating Profit (C -3.8) 63,978.45 44,157.10 2,792.84
3.9 Non Operating Income/Expenses (Net) 1,630.62
310 Write Back of Provision for Possible Loss 833.13
E. Profit from Regular Activities (D+3.9+3.10) 64,811.57 44,157.10 4,423.46
3.11 Extraordinary Income/Expenses (Net)
F. Profit before Bonus and Taxes (E +3.11) 64,811.57 44,157.10 4,423.46
312 Provision for Staff Bonus 5,891.96 4,014.28 289.39
313 Provision for Tax 17,675.88 12,042.85 1,240.22
G. Net Profit/Loss (F - 3.12 - 3.13) 41,243.73 28,099.97 2,893.85
4 Ratios
41 Capital Fund to RWA 15.12% 17.43% 0.17
4.2 Non Performing Loan (NPL) to Total Loan 0.00% 0.00% -
4.3 Total Loan Loss Provision to Total NPL 0.00% 0.00% -
4.4 Cost of Funds 5.06% 4.50% 0.03

Note:

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

- Commercial operation started from Shrawan 3, 2070.

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

-Cost of Fund includes borrowing in this quarter and excluded in previous quarter

Branch Offices: Battar, Nuwakot; Ratamate, Nuwakot; Satbise, Nuwakot; Ranipauwa, Nuwakot; Muralibhanjyang, Dhading; Bhumesthan, Dhanding; Mangalpur, Chitwan;
Chainpur, Chitwan; Bastipur, Makawanpur; Ramgadhawa, Parsa; Chapagau, Lalitpur; Katunje, Bhaktpur; Bhakundebesi, Kavre; and Barhabise, Sindhupalchowk; Dolokha, Kirne;
Balgram(Akamba), Sunsari; Jagatur, Saptari; Asanpur, Siraha; Jabdi, Sarlahi; Manmaiju, Kathmandu; Madhbaliya, Rupandehi; Duwagadhi, Jhapa; Pathari, Morang; Baijanathpur,

Morang; Madhesa, Sunsari; Dumariya, Rautahat; Rampurwa, Bara; Chhatapipra, Bara; Agryouli, Nawalparasi, Tilakpur, Nawalparasi.

Corporate Office, Bidur-4, Battar, Nuwakot,
Phone : 010-561746/747, Fax: 010-561748
Liaison Office:Heritage Plaza, Kamaladi, Kathmandu Phone: 01-4169241, 4169242
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