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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF UPAKAR LAGHUBITTA BITTIYA SANSTHA LIMITED

Opinion

We have audited the accompanying financial statements of Upakar Laghubitta Bittiya Sanstha
Limited, which comprise statement of financial position as at Ashad 32, 2079 (July 16, 2022),
statement of profit or loss, statement of comprehensive income, statement of changes in equity
and statement of cash flows for the year then ended and a summary of significant accounting
policies and notes to the financial statements.

We do not express an opinion on the accompanying financial statements of the company
whether such financial Statement are fairly presented as per Nepal Financial Reporting
Standard. Because of the significance of the matters described in the basis of opinion for
Disclaimer of Opinion section of our report, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on these financial
statements.

Basis for Opinion

We conducted our audit in accordance with Nepal standards on Auditing (NSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the audit of the financial statements section of our report. We are independent of the
company in accordance with the ICAN's Handbook of Code of Ethics for Professional
Accountants, and we have fulfilled our other ethical responsibilities in accordance with the
ICAN’s Handbook of the Code of Ethics for Professional Accountants.

The Institute of Chartered Accountants of Nepal (ICAN) has changed the applicable reporting
framework. However, the company has prepared its financial statements as per the directive
issued by the Nepal Rastra Bank. The Cumulative effect of not preparing financial statements
in compliance with NFRS is uncertain and could be material and pervasive.

Key Audit Matters

Key audit matters are matters based on our judgment, which are of most significance in the
audit of the financial statements of the current period, which were addressed in the context of
the audit of the financial statements as a whole, and in forming our opinion thereon. We do not
provide separate opinion on these matters.

The results of our audit procedures, including the procedures performed to address the
matters below provides the basis for our audit opinion on the accompanying financial
statements.

Following are the Key audit matters:

S.No. Key Audit Matters | How the matters were addressed in our audit
1. Loan Loss Provision

Provision made against | We applied following procedures for verification of
advances was identified as a | loans & advances:

key audit matter as it involves a
considerable degree of | » Review of borrower’s files, which includes
management judgment and evaluation of borrowers’ repayment behavior,
compliance with Directives and assessment _of financial strength based on the
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Circulars issued by Nepal available financial statements, adequacy of
Rastra Bank. security / collateral, obtainment of required
legal documents, CIC reports, and compliance
with prudential regulations.

» Verification of loan loss provision required as
per NRB circulars.

Responsibilities of the Management and Those charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with generally accepted accounting principles and for such internal
control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the company’s
ability to continue as a going concermn, disclosing as applicable matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the company or to cease operations or has no realistic alternative but to do so, those charged
with governance are responsible for overseeing the company's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance
but is not a guarantee that an audit conducted in accordance with NSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users takén on the basis of these financial statements. As
part of an audit in accordance with NSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit 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 the company's internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the company's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the related disclosures in
the financial statements or, if such disclosures are inadequate, to modify our opinion.
OQOur conciusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the company to cease
to continue as a going concern.

Page2o0f3
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We communicate with those charged with governance regarding among other matters, the
planned scope and timing of the audit and significant audit findings including any significant
deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements
On the basis of our examination, 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 of audit.

II. The accounts and records of the company have been maintained as required by law.

III. Financial statements are in agreement with the books of account maintained by the
company.

IV. The capital fund, risk bearing fund and the provision for possible impairment of
assets of the company are adequate as per the Directives issued by Nepal Rastra
Bank.

V. In our opinion and to the best of our information and according to the explanations
given to us, the Board of Directors, the representative or any employee of the
company has not acted contrary to the provision of law relating to accounts nor
caused direct loss or damage to the company deliberately or acted in a manner that
would jeopardize the interest and security of the company.

VI. The operations of the company are within its jurisdiction.

VII.  The company has not acted in a manner to jeopardize the interest and security of
the depositors and investors.

VIII.  The company has a centralized core accounting system and details received from
branches of the company though the statements are independently not audited,
were adequate for our audit, and

IX. We have not come across any fraudulence in the accounts, so far as it appeared
from our examination of the books of account.

Subash Poudel, FC/
Partner

P.R.S.H. & Associates
Chartered Accountants
UDIN No. 230126CA0099 1XyJa0

Date : 2079.10.13
Place: Anamnagar, Kathmandu
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