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PARAKRAM SHARMA & ASSOCIATES GPO Box 2334, Kathmandu
Chartered Accountants Phone: 4261936, 9851111178
Email: parakram@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, 2073 (July 15, 2016) and the Profit and Loss Account, Statement of
Changes in Equity, Cash Flow Statement for the year then ended, and a Summary of Significant Accounting
Policies and Other Explanatory Notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with Nepal Accounting Standards 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.

Auditor’s Responsibility

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

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

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

Opinion on financial Statements

In our opinion and to the best of our information and according to the explanation given to us, read together with
significant accounting policies and notes to the accounts forming part of the financial statements, the accompanying
financial statements give a true and fair view of the financial position of Mero Micro Finance Bittiya Sanstha
Limited As at Asadh 31, 2073 (July 15, 2016) 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:

i 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.

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

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

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

Place: Kathmandu Nepal CA. Parakram Sharma

Date: 2073/05/22 Principal
Parakram Sharma & Associates
Chartered Accountants
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Mero Microfinance Bittya Sanstha Ltd.

Bidur-4, Nuwakot
Comparision of Unaudited and Audited Financial Statement of F/Y 2072/73

NRs. in 000"
As per As per
Sl Particulars Unaudited Audited . e e Reasons for Variance
Financial Financial | in Amount | Percentage
Statement Statement
1 | Total Capital and liabilities (1.1 to 1.7) 2,156,758.94 | 2,063,551.02 | 93,207.94 4.32%
1.1 | Paid up capital 200,000.00 220,000.00 | (20,000.00) -10.00% Proposed Bonus Share
1.2 | Reserve and surplus 117,800.44 77,965.96 | 39,834.48 33.82% Profit Allocation
1.3 | Debenture and Bond - - -
1.4 | Borrowings 1,484,048.98 | 1,484,048.98 - 0.00%
1.5 | Deposit (atb) 24788248 247,882.63 0.15) 0.00%
a.Domestic currency 24788248 247,882.63 0.15) 0.00%
b.Foreign currency - -
1.6 | Proposed Cash Dividend 20,000.00 Profit Allocation
1.7 | Income Tax Liability 32,408.53 - 32,408.53 100.00% Tax adjustment
1.8 | Other liabilities 74,618.53 33,653.45 | 40,965.08 54.90% Regrouping as per statutory audit
2 | Total Assets (2.1 to 2.7) 2,156,758.95 | 2,083,551.02 | 73,207.93 98.1096%
2.1 | Cash and Bank Balance 39,874.37 39,874.37 - 0.00%
2.2 | Money at call and short notice 687,643.10 687,643.10 - 0.00%
2.3 | Investments - - -
2.4 | Loans and Advances 133845622 | 1,320,538.84 | 17,917.38 1.34% Net loan outstanding as per audited report
2.5 | Fixed Assets 31,488.85 21,660.02 9,828.83 31.21% Net fixed assets as per audited report
2.6 | Non Banking Assets - - -
2.7 | Others Assets 59,296.41 13,834.69 | 45,461.72 76.67% Tax adjustment
3 Profit and Loss Account N
3.1 | Interest Income 23727951 237,279.51 - 0.00%
3.2 | Interest Expenses 65,823.60 65,823.60 (0.00) 0.00%
A.Net Interest Income (3.1-3.2) 171,45591 171,455.90 0.00 0.00%
3.3 | Fees,Commission and Discount 1,180.08 40,857.58 | (39,677.49) -3362.26% Including service charge
3.4 | Other Operating Income 39,676.66 39,676.66 100.00% Serveice charge
3.5 | Foreign Exchange Gain/Loss (Net) - - -
B.Total Operating Income (A.+3.3+3.4+3.5) dEIE ABHEND (058 0.00%
Staff Expenses 57,703.43 57,702.67 0.76 0.00%
3.7 | Other Operating Expenses 29,999.66 30,005.53 (5.88) -0.02%
C. Operating Profit Before Provision (B.-3.6-3.7) 124,609.56 124,605.28 428 0.00%
3.8 | Provision for Possible Losses 5,778.30 5,778.29 0.00 0.00%
D. Operating Profit (C.-3.8) 118,831.27 118,826.99 428 0.00%
3.9 | Non Operating Income/Expenses(Net) - - -
3.10| Write Back of Provision for possible loss - - -
E.Profit from Regular Activities (D.-3.9+3.10) 118,831.27 118,826.99 4.28 0.00%
3.1 | Extraordinary Income/Expenses(Net) - -
F.Profit before Bonus and Taxes (E.+3.11) 118,831.27 118,826.99 4.28 0.00%
3.1 | Provision for Staff Bonus 10,802.84 10,802.45 0.39 0.00%
3.1 | Provision for Tax 3240853 32,565.76 (157.23) -0.49%
G.Net Profit/Loss (F.-3.12-3.13) 75,619.90 75,458.78 161.12 0.21%
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MERO MICROFINANCE BITTIYA SANSTHA LTD.

Unaudited Financial Results (Quarterly)

At the quarter ended Ashad, 2073 (Unaudited-Fourth Quarter)
(Rs. in "000")

1 | Total Capital & Liabilities (1.1 to 1.7) 2,156,758.94| 1,937,013.96 |[1,516,583.52
1.1 | Paid-up Capital 200,000.00 141,860.00 138,800.00
1.2 |Reserves and Surplus 117,800.44 97,833.63 44,052.27
1.3 | Debenture and Bond - - -
1.4 | Borrowings 1,484,048.98 1,394,611.73 | 1,200,216.77
1.5 | Deposits (a+b) 247,882.48 212,017.80 101,921.07

a. Domestic Currency 247,882.48 212,017.80 101,921.07
b. Foreign Currency - - -
1.6 | Income Tax Liabilities 32,408.53 23,712.67 17,735.23
1.7 | Other Liabilities 74,618.52 66,978.12 13,858.18

2 | Total Assets (2.1 to 2.7) 2,156,758.95 1,937,013.75 |1,516,524.17
2.1 | Cash & Bank Balance 39,874.37 33,112.00 95,020.03
2.2 | Money at call and short Notice 687,643.10 550,210.43 204,003.19
2.3 | Investments = § -
2.4 |Loans & Advances (a+b+c+d+e+f) 1,338,456.22 1,277,23048 | 1,171,821.92

a. Real Estate Loan - J -

1. Residential Real Estate Loan (Except Personal Home Loan upto Rs 10 million) - i -

2. Business Complex & Residential Apartment Construction Loan - ) -

3. Income generating Commercial Complex Loan = g -
4. Other Real Estate Loan (Including Land Purchase & Plotting) - : -
b. Personal Home Loan of Rs. 10 million or less - : -

c. Margin Type Loan = g -
d. Term Loan - i -
e. Overdrat Loan / TR Loan / WC Loan - d -

f. Others 1,338,456.22 1,277,230.48 1,171,821.92
2.5 | Fixed Assets 31,488.85 26,983.95 23,872.01
2.6 | Non Banking Assets - 1 -
2.7 | Other Assets 59,296.41 49,476.89 21,807.02
3 Proit and Loss Account
3.1 | Interest income 237,279.51 171,741.42 129,241.82
3.2 | Interest Expense 65,823.60 47,686.03 35,818.38
A | Net Interest Income (3.1-3.2) 171,455.91 124,055.39 93,423.44
3.3 | Fees Commission and Discount 1,180.08 1,064.66 207.58
3.4 | Other Operating Income 39,676.66 27,789.87 32,023.76
3.5 | Foreign Exchange Gain/Loss (Net) - - -
B | Total Operating Income (A+3.3+3.4+3.5) 212,312.65 152,909.91 125,654.78
3.6 | Staf Expenses 57,703.43 41,367.57 27,948.44
3.7 | Other Operating Expenses 29,999.66 19,721.97 24,827.36
C | Operating profit Before Provision (B-3.6-3.7) 124,609.56 91,820.37 72,878.98
3.8 | Provision for Possible Loss 5,778.30 4,873.93 8,900.53
D | Operating proit (C-3.8) 118,831.27 86,946.44 63,978.45
3.9 | Non Operating Income/Expenses (Net) - - -
3.10 | Write Back of Provision for Possible Loss - - 833.13

E | Proit From Regular Activities (D+3.9+3.10) 118,831.27 86,946.44 64,811.58
3.11 | Extraordinary Income/Expenses (Net)

F | Proit Before Bonus and Taxes (E+3.11) 118,831.27 86,946.44 64,811.58
3.12 | Provision For Staf Bonus 10,802.84 7,904.22 5,891.96
3.13 | Provision For Tax 32,408.53 23,712.66 17,675.89

G |Net Profit/Loss (F-3.12 -3.13) 75,619.90 55,329.55 41,243.73

4 Ratios

4.1 | Capital Fund to RWA 21.80% 17.81% 15.12%
4.2 | Non Performing Loan (NPL) to Total Loan 0.98% 0.98% 0.00%
4.3 | Total Loan Loss Provision to total NPL 137.20% 135.82% 0.00%
44 | Cost of Funds 4.66% 4.69% 5.06%
4.5 | CD Ratio (Calculated as per NRB Directives) 539.96% 602.42% 415.76%

Additional Information (Optional)

Average Yield (Local Currency)

Net Interest Spread (Local Currency)

Return on Equity

Return on Assets
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