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1. OVERVIEW

CORPORATE PROFILE

Company Name:
Location:

Contact Details:

Legal Status:

Date of Incorporation:

Authorized Capital:
Paid-up Capital:

Registration Details:

License/Certifications:

Statutory Auditor:

Internal Auditor:

PCI DSS Auditor:

www.sct.com.np

SmartChoice Technologies Limited (SCT)
Panipokhari - 3, Kathmandu

URL: www.sct.com.np

Tel: +977-1-4514166, 4514155, 4514211
Toll Free Number: 16600144155

Email: info@sct.com.np

Public limited company incorporated under section 5 (1) of
Companies Act, 2063

Private Limited Company Registration Date: 29t Sraw a1,
2058 (13" August 2001)

Converted in Public Limited Company: 4" Ashad -)74
(18t June 2017)

Rs. 500,000,000 (NPR Fifty Crore)
Rs. 500,000,000 (NPR Fifty Crore)
169909-73-074

Company Registration Number:

(16295/058/59)
PAN/VAT Number: 300343144

Payment System Operator (PSO) License Number:

3/2079/80
PCI DSS V 3.2.1 Certification
B.R. Pandey & Associates, Chartered Accountants

162 ‘GA’ Gaurighat Marga Sanguri Galli — 37 Post Box No.
21977 Kathmandu, Nepal

KB Chitrakar & Co., Chartered Accountants
Bhamnimandal, Lalitpur Post Box No. 2043, Kathmandu
Foregenix Ltd.

1 Watts Barn, Badbury, Wiltshire, SN4 OEU United
Kingdom
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About the Report:

MISSION AND VISION

Vision:

This is SmartChoice Technologies’ Annual Report for the
fiscal year ended in July 16, 2023. The Financial
Statements has been prepared in accordance with the
Nepal Financial Reporting Standards (NFRS). Through
this report SCT aims to provide its stakeholders a
comprehensive review of its operations, performance and
its financial resources and long-term strategies.

To establish SCT as the most preferred payment solution provider by providing
integrated secure payment solution by single platform.

Mission:

To transform digital payment landscape with diverse range of secured payment
services envisioned to drive cashless economy.

www.sct.com.np
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BOARD OF DIRECTORS

Mr. Suman Pokharel
Chairman

Mr. Mrigendra Pradhan Mr. Bipin Thapa Mrs. Rashmi Pant
Director Director Director

Bikash Kumar Nahata Mr. Subhas Gyawali Mr. Shanta Raj Batas
Director Director Independent Director
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KEY FIGURES

Card Segment Smart QR Segment

QR
Merchants:
Card Sales: 191.15
1,307 Thousand
Thousand

Smart

QR Issuing

i Transaction
Transaction Card Rlilallcard Volume: QR Members:

18

Vol B £ HI
30;5?: Segment Th. 476 Million Segment

Million

QR
Acquiring
Members:

16

Transaction
Count:
4,726
Thousand

Smart Banking Segment

No of Bank: 1
(Global IME
Bank
Limited)

Daily Smart

Transaction Users Base: 2

Count: 150 Banking T

Thousand

Segment

Market
Share: 10%
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PRODUCTS AND SERVICES

SCT UPI Cards:

Experience of over 20 years
providing EMV chip based and
contactless cards for 100+ BFl’s in

association with UnionPay
International. Our card services are
accessible to different channels like
ATM, POS and E-commerce
throughout Nepal and India.

Smart QR:

Smart QR Network is the first
y interoperable QR payment
SmartQR system developed and managed
for our consumers, banks,
payment service providers,

merchants, and other domestic
digital platforms.

Smart-Banking:

Innovative Omni-Channel Solution

providing enhanced digital experience J .

to consumers through offering Smart baﬂklﬂg
seamless, consistent and unparalleled

banking interaction across various

channels.

Smart Pay:

Smart Pay is a versatile financial platform
specializing in seamless Inter-Bank Fund
- Transfers and a variety of innovative services.
2 Smartpa y With a strategic emphasis on enhancing
= financial connectivity, Smart Pay provides

convenient and innovative solutions for your
financial transactions.

www.sct.com.np 6 Annual Report 2079 / 80



Promotional Activities conducted in FY 2079-80
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Please contact us if you have any issues

Email : support@sct.com.np Whatsapp/Viber: 9860923979 | Location:

Smart Choice Technologies Limited,

Phone : +977-01-4414166, 4414211, 4414155, 9860923979 Panipokhari - 3, Kathmandu, Nepal



OUR MEMBERS
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Global IME Bank
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2. CORPORATE GOVERNANCE

Organizational Structure

=

oo
t“
| on | =
communication

CTO
Software |

Development
| System |

Administration

EFT Switch
Administrator
Support Manager

Guiding Rules and Regulations:

SCT follows rules written in its Memorandum of Association (MOA) and Articles of
Association (AOA). It got permission from Nepal Rastra Bank to operate as a Payment
System Operator (PSO). Different laws and rules control how SCT works are as
follows:

Companies Act, 2063 (First Amendment, 2074)

Payment and Settlement Act, 2075

Electronic Transactions Act, 2063

Payment and Settlement Bylaw, 2077 (First Amendment, 2080)

Licensing Policy for Institution/Mechanism for Operating Payment Related
Activities, 2073 (First Amendment, 2080)

Directive and circulars issued by Nepal Rastra Bank on time to time

Internal Rules and Policies

Cyber Resilience Guidelines issued by Nepal Rastra Bank

YVVVVY

YV V V
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Board of Directors

The Board of Directors is a body of elected or appointed members by the shareholders,
who jointly oversees the activities of the company and are responsible for the it's
strategy, structure and performance including the assessment and management of
risk related activities. The Board is accountable and responsible for ensuring that
adequate system and controls are in place for strategic decision making and the
financial performance of the company. SCT Board of Directors comprises of 7
directors including Chairman who is elected from amongst the Directors and an
Independent Director. The Board is constituted by the institutional representatives
from the shareholders.

Following are the members of the current Board of Directors:

Name of Directors Designation Institutions Represented
Mr. Suman Pokharel Chairman Global IME Bank Limited
Ms. Rashmi Pant Director Prabhu Bank Limited
Mr. Bikash Kumar Nahata | Director IME Limited
Mr. Mrigendra Pradhan Director Himalayan Bank Limited
Mr. Subhas Gyawali Director City Express Money Transfer Pvt. Ltd.
Mr. Bipin Thapa Director IME Limited
Mr. Shanta Raj Batas Independent | Independent Director

Director

The responsibility for day-to-day management of the company is delegated to the
management team. The reporting line between the Board and Management team
has been clearly defined to ensure effective 11 nitoring of senior management by the
Board. The management team consists of proressionals from diverse backgrounds
including banking, information technology, chartered accountancy and marketing.
The team is led by the Chief Executive Officer, who is accountable to the Board. The
Board is primarily engaging in formulating strategic and annual plans, approving
annual budget and creating internal policies and procedures including risk
management framework. All the key policies, procedures and governance aspects
are regularly reviewed by the Board.

www.sct.com.np 11 Annual Report 2079 / 80
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Changes in the Board of Directors

There have been few changes in the representations in the Board in the FY 2079/80
(2022/23).

Outgone Board Members Incoming Board Members
Institutions Institutions | Effective Date
Name Name
Represented Represented
Mr. Raghunath | IME Limited Mr. Khilendra | IME Limited From 651" BOD
Bhandari Paudel Meeting dated
2079.07.28.
Mr. Gaurav Prabhu Mr. Subhas City Express * From 68t BOD
Manandhar Group Pvt. Gyawali Money Meeting dated
Ltd. Transfer Pvt. 2079.12.05.
Ltd.
Ms. Shanta Global IME Mr. Ritesh Global IME From 691" BOD
Shiwakoti Limited Lamichhane Bank Limited | Meeting dated
2080.01.08.
Mr. Dinesh Prabhu Bank | Ms. Rashmi Prabhu Bank From 70t BOD
Thakali Limited Pant Limited Meeting dated
2080.03.04.

* After disposal of all the shares by Prabhu Group Pvt. Ltd to IME Limited and City
Express Money Transfer Pvt. Ltd.

Board Meeting

The Board has appointed a Company Secretary who assists in convening Board
meetings, preparing agendas for discussions, and documenting the decisions made
during the meetings. The Company Secretary ensures the implementation of Board
decisions and addresses matters raised by regulatory authorities. The minutes of the
board meetings are maintained by the Company Secretary.

During the review period, a total of nine board meetings were conducted and the
summary of Directors' attendance in these meetings are as follows:

Name of Director Total Meeting Meeting
Allowance | Attended/Meeting
Held
Suman Pokharel 9/9
Raghu Nath Bhandari * 2/9
Shanta Shiwakoti * 5/9
Shanta Raj Batas 8/9
Dinesh Thakali * 2/9
Mrigendra Pradhan MERSELLL, 7/9
Gaurav Manandhar * 2/9
Sushant Chalise (Alternative Director of 1/9
Khilendra Paudel)
Khilendra Poudel 6/9
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Manoj Dumaru Shrestha (Alternative 1/9
Director of Mrigendra Pradhan)

Ritesh Lamichhane 3/9
Subash Gyawali ** 5/9
Rashmi Pant ** 2/9

* Outgone Board Members, ** Joined during FY 2079-80.

Audit Committee

The Audit Committee is formed pursuant to Section 164 of the Companies Act, 2063,
and operates in accordance with the provisions of Section 165 of the same Act. It
comprises two Directors from the Board as its members and the Head of Accounts &
Finance acting as its Member Secretary. The committee reports directly to the Board
on matters related to financial reporting, internal control, risk management, and
auditing, as outlined in the Terms of Reference (TOR) approved by the Board.

The committee regularly reviews the internal control system, risk management system,
and compliance related to financial and operational matters. It also conducts periodic
reviews of financial statements, findings reported in internal audits, statutory audits,
and ISO audits, providing appropriate recommendations to the Board for necessary
policy changes resulting from these audits and reviews. The Audit Committee also
reviews the results of the semi-annual Risk Register, Assessment & Treatment Plan,
as well as the Compliance Self-assessment & Cross-functional Audit reported by the
management. Periodically, the committee updates the Board on control and risk-
related matters as well.

During the review period, three meetings were held, and the attendance details of the
Audit Committee's members in these meetings are as follows:

Name of Member Designation Meeting
Attended/Meeting Held
Mr. Shanta Raj Batas Coordinator 3/3
Mr. Dinesh Thakali * Member 2/3
Ms. Rashmi Pant ** Member 0/3
Mr. Roshan Bhandari Member Secretary 3/3

* Outgone Board Members, ** Joined during FY 2079-80.

Report on the Major Activities of Audit Committee

The Audit Committee performed the functions mandated by Section 165 of the
Companies Act, 2063. Accordingly, the major activities conducted by the Audit
Committee in the FY 2079/80 are as follows:

> Reviewed financial statement of the FY 2079/80 and recommended to the
Board for approval.

» Discussed over matters concerning appointment of Statutory Auditor for the FY
2080/81 and recommended the name to be proposed in the 22" AGM through
the Board.
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> Discussed over matters concerning appointment of Internal Auditor for the FY
2080/81 (2023/24) and recommended to the Board of Directors the Internal
Auditor. It also reviewed the scope of work, audit plan and schedule of the
Internal Auditor.

» Reviewed the findings, recommendations, and management responses of the
semi-annually Internal Audit Reports.

> Reviewed the Financial Statements and Budget Variance Report of the
company reported by the management on quarterly basis.

» Reviewed the results of Risk Register as well as Compliance Self-assessment
reported by the management.

Human Resource Committee

The HR Committee of SCT currently comprises two members from the Board of
Directors as its Members, with the Head of Accounts & Finance serving as its Member
Secretary. The committee's objective is to formulate necessary policies and plans to
develop and retain essential human resources within the company.

The Committee oversees all policies related to employee recruitment, salary and
benefits, performance appraisal, and other relevant issues. It provides
recommendations to the Board for changes in human resource policies.

A total of one HR Committee meeting was held during the review period. The
attendance details of the HR Committee members in the meeting are as follows:

Name of Member Designation Meeting
Attended/Meeting Held
Mr. Khilendra Paudel * Coordinator 1/1
Mr. Bikash Kumar Nahata ** | Coordinator 0/1
Mr. Subhas Gyawali ** Member 1/1
Mr. Roshan Bhandari Member Secretary 1/1

* Outgone Board Members, ** Joined during FY 2080-81.

Report on the Activities of HR Committee

The HR Committee performed the following functions in the fiscal year 2079/80
(2022/23), exercising powers conferred by SCT's Board.

> Reviewed the amendment in SCT Employee Service Rules and SCT Human
Resource Plan.

> Reviewed the staffs’ salary and benefits and recommended to the Board for
necessary approval and considerations.

> Reviewed and recommended necessary restructuring for fulfilling HR
requirement.
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Risk Management Committee

SCT, engaged in the card payment industry in Nepal, considers prudent risk
management practices as the core pillar of sound operation, and a way to uphold the
trust of the stakeholders. The primary objective of this committee is to systematically
address risks like Operational Risk, Systemic Risk, Liquidity Risk, Business Risk,
Credit Risk, Legal Risk, and other risks like Reputation Risk and Strategic Risks.
These risks are thoroughly identified, measured, and necessary control mechanisms
are implemented and reported to the relevant stakeholders on a regular basis. The
Composition of the Risk Management and Compliance Committee is as follows:

A total of two meetings of the Risk Management Committee were held during the
review period. The attendance details of the Risk Management committee’s members
in the meeting are as follows:

Name of Member Designation Meeting
Attended/Meeting Held
Ms. Shanta Shiwakoti * Coordinator 2/2
Mr. Mrigendra Pradhan Member 1/2
Mr. Ritesh Lamichhane ** | Member 0/2
Mr. Amit Regmi Member 2/2

* Outgone Board Members. ** Joined during FY 2079-80.
Followings are the major agenda discussed during the meeting of the Committee:

» Formulated the Risk Management and Compliance Policy of SCT at the first
meeting of the Committee.

> Discussed the matters escalated by the Meeting of the Operational Risk
Management Committee meetings (management level committee).

> Discussed the possibility of the implementation of a RACI (Responsible,
Accountable, Controlled, and Informed) chart.

Procurement Committee

Procurement Committee is a specialized committee within an organization that
focuses on overseeing and managing the procurement process. This committee is
responsible for ensuring that the organization's procurement activities are conducted
efficiently, ethically, and in compliance with relevant policies and regulations.
Procurement Committee of SCT currently comprises of two members from the Board
of Directors and Chief Business Officer as members.

A total of two meetings of the Procurement Committee were held during the review
period. The attendance details of the Procurement committee’s members in the
meeting are as follows:

Name of Member Designation Meeting
Attended/Meeting Held

Mr. Dinesh Thakali * Coordinator 2/2

Ms. Rashmi Pant ** Coordinator 0/2
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Mr. Khilendra Paudel * Member 2/2

Mr. Bikash Kumar Nahata** Member 0/2

Mr. Subodh Gautam Member 2/2
* Outgone Board Members, ** Joined during FY 2080-81.

Meeting Expenses

The members of Board, Audit Committee, HR Committee, and other Board Level
Committees are provided with meeting allowance of NPR 10,000 per member per
sitting. Tax Deducted at Source (TDS) has been deducted from the above payment
and Net proceed has been made available to members. In the review period, the
company incurred the total meeting expenses of NPR 670,000. The details of the
meeting expenses are disclosed in notes to the accounts.

Internal Controls

The internal control system of an organization ensures the effectiveness and efficiency
of operations, reliability of financial reporting, and compliance with applicable laws and
regulations. The primary objective of the internal control is to ensure sustainable
business growth with stability and to promote a proactive approach in reporting,
evaluating, and resolving risks associated with organizational activities. To achieve
this key objective, the following policies establish a structured and disciplined
approach to perform activities, including their associated risk management. SCT has
incorporated the following elements as a part of its internal control system:

SCT’s Board has formulated a set of internal policies and procedures, which are
implemented by the Management in its day-to-day operations. The policies and
procedures are regularly reviewed by the Board. The currently prevailing major
policies and procedures of SCT are as follows:

S.No. | Policy

Financial Rules and Regulations
Business Continuity Policy

Risk Management Policy

Human Resource Policy

Disaster Recovery Policy

Dispute Management Policy
Investment Policy

Procurement Policy

Anti-Money Laundering (AML) Policy

OONO|N|BWIN|—~

Internal Audit

The Internal Audit reviews the effectiveness of internal control procedures and
compliance with policies and procedures across all system and operational
departments. The objective of the internal audit engagement is to review and report
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the SCT’s management in effective discharge of their responsibilities. The Internal
Audit was conducted by K.B. Chitrakar & Co., Chartered Accountants for the FY
2079/80 (2022/23). Semi-annual internal audits were carried out during the review
period under the supervision of the Audit Committee. K.B. Chitrakar & Co., Chartered
Accountants was paid NPR 180,000 excluding VAT with additional internal audit
expenses on actual basis.

Business Continuity Plan

The SCT’s Board has approved the Business Continuity Plan and Disaster Recovery
Plan (BCP/DRP). To validate their effectiveness, the management conducts regular
testing of these plans, ensuring they are meticulously aligned with SCT's IT/IS Policy.
This alignment ensures backups, seamless business operations during unforeseen
disasters, and comprehensive documentation of these processes.

3. HUMAN RESOURCE MANAGEMENT

SCT acknowledges the significance of employees' contributions towards achieving the
overarching organizational objectives. The alignment of employee and employer
interests is crucial for reaching organizational goals, and SCT is dedicated to both
attracting top-tier talent and retaining it. The HR practices at SCT are shaped by
policies such as the SCT Code of Conduct, Employee Service Rules, HR Plan, and
Employee Performance Objectives & Appraisal Procedures, all established by the
Board. These policies adhere to existing Labor Acts and Bylaws. Furthermore, the HR
Plan outlines the responsibilities and job descriptions for each position, and these
aspects are consistently monitored through regular performance reviews.

Recruitment Process

SCT adheres to the principle of recruiting employees based on the best-fit criteria,
considering competencies, skills, qualifications, experience, and aptitude for any
available job or position. The recruitment process at SCT is fair and competitive,
ensuring equal opportunities for all deserving candidates. The Admin & HR
department oversees the HR function.

Recruitment involves public notices of vacancy announcements, and applicants
undergo a series of screening steps. Stringent controls are implemented from initial
screening to the finalization of candidates. To familiarize new recruits with the
company's work culture, an induction session is organized. The Human Resource plan
clearly outlines the job specifications for each position.
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Management Team

Name

Designation

Mr. Narayan Prakash Bhuju

Chief Executive Officer

Mr. Sarod Tamang

Chief Technology Officer

Mr. Subodh Gautam

Chief Business Officer

Mr. Roshan Bhandari

Company Secretary

Human Resource Indicator

Number of Staffs
Particulars As on Ashad As on Kartik End,
End, 2080 2080
Total number of staffs 44 32
Male Staffs 31 25
Female Staffs 13 7

Employee Mix
As on Ashad End, As on Kartik
2080 End, 2080
Gender Count % Count %
Male 31 70 25 78
Female 13 30 7 22

Staff Health and Insurance

The organization recognizes the significance of the health and well-being of its
employees in fostering both personal and professional development. To provide
coverage for unforeseen circumstances, the company has enrolled in a standard
group medical insurance plan. This insurance extends to cover medical expenses for
employees and their immediate families, up to a total of NPR 100,000 per annum.
Additionally, a group personal accidental insurance is in place, ranging from NPR
700,000, designed to mitigate risks of loss resulting from accidents, with the coverage

amount varying based on the employee's level within the company.

www.sct.com.np
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DIRECTORS REPORT & DISCLOSURES
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@ T qur AR R FEAE PRARAE & G698 Wbl N QY
I

> Sp quT fadiig 9¥T Uh ATTHHAT IHET GEAThl Aa9IId HRIARHAT HiH
g1 qaT [gfqa qehl YSEd ARIgd FFIAT Ahl giaeddid Tar
PRIERHAT Hed AFT TIEH] B |

@  gfqas TR WoH fAfaae =9 qUer Suwter T WIASHr W 99 BRI
FIHT AT &R

(el aY o J o
» T=aTdA® ATah] Fadadr gove XU hT |

@)  FENR AAE a1 SrEAtyE g,

> AUTARTT TEHT Seb AT AT ARATETATS oA ([T qhTel ol FaTe
T A&THT AT AT oG el T9 LT <ATAR ATIIAT JIT SATIQTR
I HIH T9 6 bl S |

@ g ATAd FHATTHAT HTH eTHT T Gl HRW,
> 9 FEHTHT T R05010910Y Tq FFI O f Go=Teler qTHITH! TSRS
wEuHs fdtadgare gfdfHfaca T s 9uar = facvg TS agmmr =
[T HHAR ATETT ATg Flbl HIARA Bl AN ooATAS HAh T TSSTH
Q o c
FRT ASHAT AT ARl JAT e ATAR AT fabg HAR ARIET a8 201
fgeivg GISeT 1 FETHT STehl HBIARIAR] ATNT ATl FAh TTH 3 |

> T FEIAE fAfT 205010513 T T 9¥ I FoaATdE AfATTH! SSHaTe
TETHT 01 [ 17 @75 afehl HIARA Bl AT FdATeAh HAIRh T TSRTH
FT TSHFAT BA®S AT q41 Aife Far =1 fafs amar arg ofr g+
G FETHT AR HBTABTAR] ATV FoaTeAeh (qATch TRUH S, |

> 9 FHHR T 2050105133 T GE= 9% 3 IoeToTd ATHITHT TSHATS

(el a6

AT ATEUHS S [AAdSare ard Hidiiaed Ta AT AUHT qodTeieh =1
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fecreT ATHSIART TETHT 21 THA GG ATg il HTAHTA Bl AN GoaTeAh
frgfer Y TSTEU®T 31 ST FAR TRAT JAT Al ATER A FHAA

o

e dg A7 a9 AH@IH! FETHT aAiehl HBTABIAB] AT FodATeAH Ik

RT3 |

FRIARATE G qTH &I FRET

[aNlaY N

> oo HIaeHT JTaaeTdT AT TRTH |

AGIIAE GITIETHT FH PRRAT Ieig TUHT AT T IR GoATF QAT
s,

> FRIT TR HAATHT FRIT IUR FERHT HIHT FoaTesd AT ATTIAE
F TAT FAATIAATS AF9TH A a6 MUl g | R fafaaq a9
T Hiaarg Wwerl G |

AT FAShiS TH (AHEIE TP THA,
> THUHT |

IS JT AT HHATS T TR THAT TH T AT TAR TR HUATs O R
fabs T FHEAIS T RPN THH TIT THT AR TIX T (BT el TR
T Hiepl e,

> TTHT |

forTa et qUHT FHAT X TTP TETE HFAATP! HRISRPT Y0 X QY AP THH
ATHT ! TeeAferept qrRTawiie,

> TTHT |

FHAT AAT AAD TEAF FHA AMAF T G TRP! T@ FRIAREE T Gl
HATYHT FTABN PRIAHAT ACHN B A0l IREA,

> TTHT |

frra e avHT FEOIET AU TAREAIER FEIHIATE TR IRTTH
STH&,

> TTHT |
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fara smifer ST FITET SIS AT TRNAFRIEES [TUbT AITPT TTTHCAPT
fTaRuT T FHAIR AR FRARAT 98T T Wbl WU 91 GHHT Heesae
FEAA T TRl TR,

> THATH |

fora s auaT FREAET GREiET ARRIAEEAT B FoATd® q9T ST
APl ATARReT AR TTeepl ALAT JUH TRTZTehl FATHAH] HRIRT,

> THUH |

FHAI ATHAT FAR ATRA GRS TRPT AT TG ATHAT NAR GRS TP HR,
N AR F&AT T e {A AT A NAR @RE TR A9 P R
TR T,

> TTHT |
ATANSE A=A JOMRAT HC FT THTH T ATH T et faqa faw,

el aY o 3 o
» TaTAE ATahl FIadaTdT g XU |

foTa enidfer ARt o AT G fqaw,

FHATT @ %, 39,243 §%3
I G % 93193 ¥’Q
FA GH T ¥¥,399%R

- HHARI AT T 90,59 4R3 (AEAUT RIS ATS AM@ IATHl 8o Tk a9
PoreTes AT TS FATE T AfAAAH YISdE AT capitalize X! &aT S<h
THH HHATT IS TETSUH] |

G FHITEHT TIETH ATHEH!, (oTeed ISy T aTiestHe, AT T
ghaem, 4@ afafaer R FH FRATEH ez T @ afafaer w1 g o
T QP! fqax,

> Q@I qiAfaerT qEeeagsdl ATaTal

AT QT ST AT B RISED
T T9HT I - g
T 9T HUETT - ge& 9
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> @I GATTHT egeel T bl &k Al

kil T 43 AT
1 T A TdqTE 30,000
o7 faaer el (FHfT 050109105 TF) 20,000
STHAT 40,000

@  FATA®, T GATAE, FAPN T, FFAH AR GaReAr ar fAster
ARTFHT AR AT 97 T WP BH, FEAT a7 ST LT TS

FY T THIST (T 9T T T,

» aqH ga7g gourde H1 Adws T8y Headld I HFIlel Tl T ofiehl

ThH: 3. ¥ YR R55.%¥0

() oSBT FAH, PEAGK THE I (CABKEIAS BT TR

QIR e, ST qoT Gaared THH,

ToAEEd / FEAFR TH@ | NS /A6 =T (%) Cak G
e rEe 20,000 |  zF W
Vg gare 50,000 IS AT
figerg dred 20,000 TEF AT
THT T 0,000 ISF T
QAT FTaTel 0,000 CEEACKI|
feerer e 30,000 TSF T
9TT=AT (ST ST 940,000 TSF T
TE AT UG 20,000 ISF T
TRE AR 30,000 ISF T
feerer oTepTedy §0,000 TSF T
T e (éichrc:ich 101000 -
b - [delrg Ylgel)

AT THT S (Ahieqs (G666 S e
qoAh - Hil/g J4T)

aTr=ar faraTeRrdr 90,000 TSF T
AT FhIT AT V53,55 qﬁa?;f ar
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@ NIRRT IRIAT FPT BT ATHINHT THH,
> TTHT |

(F) T Q¥ FHfwH qwfa @ig ar fote TRer Her fqaw,
> fa<ira faazorar gaTaer afewas |

(@) T O THTH TG FFAEAE AU PR faww,

> TTHT |

)  TW T qE0 o BT TACAH G JAfqe! TaaqTq 1 gaeq ™ O

> TTHT |

@ A AEIF FH6 |
> TR

fafa : R0z0 Ffd® R T

AT @ TYHT g [T FAR ARIET HI5 94T
fecrer amtaarT AT FHATAl STT=AT ST AT
LECIE D] LECIER] HqA oAb
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THTa=ATST dHTATSIST [ATHES I
T ST AR FHTHT ATHT To=Telh ATH{Th]
dheTe AHETSHl Fidaar

T, .08 /050
AT SRGAT HETHTIRY,

N o oo N

TG TAEATEE SHTATSNST [ATHAEPT TSIl R aTfes AT GHHT SIT &

HUHT U SARIAT HelHes, AlAITSIes, ToaTdd qididH] TaLsges Tid ATSThl

T AR GATHT A ATIAIHT TR AThITA qT GoaTde ATl ThaTE aliah

@RI ATHATET T, |

AT.F. 0L /050 BTHT AN FoUdl Iy {437 | T UHIIaR China UnionPay &

THIRg AT I T FATAHT SCT UPI Card &1 SIS [o&RAT FEANTHT ANT 99 faeamg
FSTeT I+ aTearcTehT &g STSIeHT SCT UPI Card STRT I S 4T fair SRamesets a1ag
TR Ueh THIReT Tl (94T | ITh AT STasid eTHIdl I 99 g Fmred S

fafydg ST=dT goil S ATs &THl TadHT ATgd I%hd WA T Gal THIH T9T9 golY

=T df¢ FIS W T GRS T4 99 T §F ATs I FE A TH ST qH

TV | THYHT TSRAT FSHT AN T Ul AUAT i, BTH I8 a9 99 I @@ ¥¥
F9R e fafe 79 awa 94t | 79 99 e q9F TATE 9T A9 G gRT A
T TS TATART HUS Y IIATTT ATM/POS EHT FRIAR T Tae ST TR
g SR IRTSH AT | A [dX aoRaT QR AT YIqeaEiiel TR g f=e

ATRAT TR (SRR T O e THT qa1 fqead] afd adiae! foar | % eTHe gehehen

AT ETAHTAT TS NepalPay QR &1 HA=aRATIGT AH T4 9 I%he Taf T J9ATE
ETHIENT JodeT YT ATag THUHT i 9T (A GeAEsel 9i SmartQR AT FHRER T
fqem araraRurer (ST T G ETHl Aaddhel SORT BIhAl aT3T H FAT |

BT Y arred d, Y faehr S, 9% RISATE HFAT 97 400 9w di@ FghRIEsd
T Card ¥AT fg?es® B 99 QR AT ¥ a1forsy &% FHT T ST 4o 9aT Fearesd

JAe FOHT U AT ITHNT TRedl S 99 NepalPay QR HT%hd 99 R FT &A™

TEATESATE ETHT SmartQR & AT ITA TEqbH & | A& HaTed AThTH] BT
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TAEA ATSUHE b HIT TEehl TUAT U b HoiRel TaT AFRT TARTHATERT Jrgel a0
THIHAT BTHT HIEATSA SThTTehl TANTRAT SATehTT &bl Hid 0 FIqeTd AUehT ST

RIS =M |

BTl T8 a9 HTATATRT GITHAT TeATh] ARRIAT Tebebl T BTAH] TraTHT Fifqer A=A

TIT 1T YveX TT YUR T T9 ATTITRATATS HEATR TS Al U ATST A=l HH
AN ARA TR ATAATER ATe AATAEAT AT giael afede el dwa qam T
AR TRl AABRT A RIS ATewg |

AT.F. 09 /050 HT J¥ HHFATA BNAA bl JId Td IJUATIEE FHTAL Tl

050 AT HHATT FFAH! [aiid sraedren! fqaxur, ATt a1 AT faavor, faeqa e

ferer, A8 gaTe faeror ¥ SRIEMT AUl qiRadd adT Qe FFied Aa=es aieddl

FoaTed QATqare IR qa7 JqTe AT Aepare Wiehd aaird faearor Jgles que
FTHIAHT ATNT T RN G | TF ATAF THH] TRl AMIF ATLITHT F3& Ar@udr

o

qf ETET WIafder qaieRerl ORIl (MuioAr T S qur faxiar dearessr qsar

o o C C 2 o
[TEATTHT [T qYHART JAATHP 2UHT AHT T&RTA TRebl Teles FHE SRRl RIS

IS &1 AaATs @Il ANl B | ETHIS China UnionPay XTeh! TFva s QAT aeTR [T eh]

AT A9 BTE R A@ % BIR FHRSA o YIcded @@q Y 6 g%l ai
TUH G | ATH FST FATITHE ATATEARITHT TH FFIATATE G0 Ta ITwct:

feRaTash S @ T &8l TATH SR &bl ATHHRI RIS AR, |

T g9 SIARHAT SCT Uil A b AT i WRATEd I T&¢ TThl I Aehgeehl

fereamaT smuel giged SCT Iid IH@ fd¥ @Rl ¥ sfawg 9= J9drs v 93¢

JATSE ASITAH! AT Forehl a1 % FedNT ¥ FaHTa Aeced G I Hrar | faeae
TR G | Y HER FATA HFIArel T AP TUHT THT JUAfABS AT AT AT

FUAT T ATIHT Ao I HaH T AIATST I AT T HTAATSAT G d G¥h1a 7

AR fHEe g 9= favarae arg getes aEuieTs Aedl 7 Elfde @RI Te a9
T ATF AR FATHN GTqaET FARA qAT THBITH] AT TeTes qHeT T T
FAAld =MEg |
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oI qrATqep! JadaH © e a9 0VR /50

ATV IRAT HE[THIERS,

TAC=ATEH OIS [ATdgedl Q3T AT TR0 FATAT JUTedT g AUl JI00

RG] HETAATAES 9T ATHIAT ATqTIeedArs TodTed ATAIAH ThaTd | aliaeh T@rTd

TRg, | Aledd THH HFIAETH] FedrarH] My 30 919 a5 Jefeed d=drars 9ard

T qURT AT, TEANT T AR AT BMfaeh ATHR e lsiall oa<h T | ard,

AT feTesar T8 Tetesdl MR AT A9 9 gag 9= fgearg fquar o |

FAETER] AT T AW | THTTTATEH daTeATiS] [ATHdS JThTHT ¥ HEATHl &raT

[T % 39Tehala &Ie Yardl |1 I0ha e ATHET favd #ie a9 fa F7y qehrl

JUITATHT faciTa BRIARET AT AHRTAIHT JTHLIES QR, Mobile Banking T4T IBFT(Inter

Bank Fund Transfer) ST&il ¥aTes (&R T4 ATSREH Fatatad @ | &7 TThT=T JUTer

goaTeAdbes A T PR FThIAl JUTEHT (G2 SRRSO a1 929 T

TRATHT TAHT A T Fled AT FLATHT TIHT TRTAT g AHeT TTH J |

AT =Tds ThIgrarad I=AT ST Wbl A9Te faxiid giqaad Aiee (Nepal Financial

Reporting Standards, NFRSs) & @Tehehl Gl STHIGH G&IT [axid (qavues qar aal

T, T BRI AP q§ 3098 /50 & faxirg fqaruredr qearg o Ridees Jurer fa=<ia
gfqae HTHee ATET T, AN, o@Tgd d97 IEal TRUHl & | 991 faraqa
Jidaa HIAEeh! EeY aﬁﬁ?@r ESIERIGECS I REE (International Financial Reporting
Standards, IFRSs) & &Y USRI HHIWIhl [GxiTd [qaRUEE FrRItad TR I
THETAT G AT AT Td [I9a@¥d g9 gal ATsHT J=aRiftgd S9HT qaard
THT el g fa9ard [auast & | 7 | FFIIRl 050 HTUTG HATIH! ATAATT ]

GreT Tafaar qaT e a9 R09% /50w ATHT AT [EdTd, 798 are fqaxor qon
= faxiig [qarues a9 el IR AT 997 T FATAd A6 |
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) AT T v e el Meaee

T.H.R0RIZO | ALH.R065I9R | HAT.H.I00995
P 3. g9IITHAT (000) E‘T(E:;T ( T, 9IAT (000)
ThT lisﬁ 400,000 400,000 394,000
Hed A TSHH o o ¥ %¥q
SIET A4l HUEs (133,483 (%3,9%R) (¥9,04%)
=T 3Tiorcd ¥4 %% 3%,949 %039
(g;zrz mbmw) 22,39 R%,%¥3% 20,%0%
Esﬂ?ity) RIURY 0 0
F=d g 49,395 ¥, ¥4 1¥%,3c%
Right of use Assets R¥ARR o %
fHTome™ F¥fd (Capital WIP) 10%,53% 5¥,5%% 93,208
a7 T 1,55 9,359 o
EERCEIT 995,49 /953 U Y,REY
FATAT ATERTAT Y, 90¥ %%,2%9 AR
FATAT G ¥3,0Y PR R0,9%Y
qT AT q0g %0% S8
FHHART qAe T 3924 Y ¥R 3%,9%¥%
AThidg @ 33,303 93,0%0 EENS
a7 JeTEAE G 9303 99,95% 9%,9%9
g9 Hig 9,593 995 19,559
q G 1,290 9,43% 909
GEATAT HATHT (99, ¥4%) (¥3,3%3) (R0,097)
TS ATFRTAT 9%, ¥ % 15,235 5, ¥R
=1t @ (ferst qTfaea) 50Y¥ 0 0
ATTER G (ATTIF a) o 0 4,455
IR fafsh aTe 9T ATFRTHT o 0 R19,933
qTHT G (ATl av) 20 0 0
Deferred Tax Expenses ¥ 3R 3,533 R%,053
(Reversal)/Impaired on Assets** R3 4,4%0 (¥,959)
g AR /AT (%9,9%) (}3,%0%) ¥0,39%
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*HETA AT.F. 08199 @ Nepal Financial Reporting Standard (NFRS) @] TXehT T el

ATER {aeira (e I&qd MRWeHT | AT, 09 /9% HT Nepal Accounting Standard T
AT I BTl NFRS @R facirg faamor g ivwst | |ne 4 aferepr Uo7 foxirg

{99 Nepal Accounting Standard ATER TAR HUHT T Flal ATAR &I TRTH |

** Impaired on Assets : FHHAID] [aTT fTavoHT Receivable RTSHAT favTd ATHT safasig
TEHT THHB! AT AT ANGHDB! LT TR T | TGN AT IHHBT AqA IILBT AT
e R FAr BRanefier @ @ | 9 A9, 09R /5o AT AR fawra S
fafiee =Te ¥ 43530100 FTHTAT THH ISGT Hd TUH T |

) T TPl Iq ¢

F af AT A1e g faRriia FRERET ARl ARt Gosae! JardR "ecdqul @d

a1 TR I ETHT JIH TATAT F9TH] o ATM FSITAHT SCT UPI Debit Card T STRTAT
I IAT3 ¥ QR AT df¢ 9=l af¢ sk q9T faxiid YeATe%H! Mobile Banking TOTTeAT

AT RN I G ATATARIehT (ol T TEHMT ST 8¢ 88 TF TR TTH T |

BT I AT ERT ST TR hle "qTefehl ¥hue Y Jiaerd ATM/POS E5HT HRIER TH

o HEEAT MRAbeT B | A qfteg arforsy ek STAT AT SAeb TS &THT TSdAHHT TS

el THAH T B Tval (G HIe W< T qohel FAT T qMLF ATforsy SFepepl T

o C

ATM BEHT I FEIT ZIRT AT TRTHT Fregsehl HRER ¥ 7 qRad T o qa<

FAATSUT © | T THYSE S A8 94 I9 HIS WRI T oRIST qhel FTH S | a1

T China T Union Pay FTeRT F&TTHT SCT UPI Debit Card &l HTH SRIETR TRIEH

HT 8T Master/Discover I I FEHTT T BTHT FooITd ATRT BRIAR T FF STTET
fHeTETe! B 97 Visa T TEHIIHT AT Tgd T& AgTbehl B | TGATE S a1 faira
TEAEEATS T FIUSH FIevhl Jal YaTH 9 G&H g1 § T &l TIT cehepl
TfaUH ETHT FSTAHT TS FES g S[aueh! & |

QR TaT! faeaAT S U7 AT GRAETATS Shesdl YANTAT I8! Mobile Banking

JUITAT ATRT qTRTHT T HiSATs HETEH! €T NepalPay QR T A=aRATaGAT HIIH

T Jeael TYHT BTHT GoSATTH] AEHT deb IAT (o GEATEseATe I HRER 9 T
ATATATITRT [STAT T BT TooTTeART TART B[kl TATST el TUH & |
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BT sl [aefaa qehTHIens Hel 79X T8 g JhTHT JaT JaTT e ATGaehl AHAT

TET HAIEEATS  AfeTd ¢ Inter-Bank Fund transfer (IBFT) a7 BTAATS Business to

Customer (B2C) TeITHT FRIARES T TTHT FATE TRAHH! B | T ATl &1 STSH]

TP THMIBR A8 dIS deb q9T (ol GIEedrs qaf fabed Ter THh! & |
T IR &I ITAH@eh AR FENTT TIHT FAATAR EH 3 |

Q. TF 99 ETHI 9T GTTeTd AT ST WUl AMeT aforsy Sk AT SCT-

UPI Debit TE SITT THT ATNT ATag T Thel AURT T STAGF Ih o of

YO ESIY STwaT FET TS ST REbe] STAFT TRIS ATEwg | AT AT Sebepl
RYO AT AT oG ATM 8% HIhd & €T g1 SR TRITHT SCT-UPI T G

e qar e afeada 9 e sTereaTer 81T ATM &1 ISITTAT 99 1A aiquesr

ST RIS =ATew |

3. UHISE & T SCT-UPI Debit T JIRT TRREH! AUAT uf faira i a9 2fg

FTS ST 9 BIfSAdH] AT I7 SCT-UPI Debit FTS ST ITHHT AN TeHd TS

[aNaY

g9 90 VR FIe [dih T AHd HUH AAHRT RIST =8+ |

3. U s G FEH T FHAT NMB Bank I TEHTT ¥ Smart QR Network

HT d9T Master Card Acquiring HT 3ATdg TRTSTHT T 9T Sl ATM goHl SCT-UPI

Debit FTE HTHT Ve e fHod =Taedr o Tbadl T | TH Ta=qT g9

TATART TS QY FIaeTd Al ofE ATM &% aTe &9l day fod T Todbedl
SRR RIS =8 |

¥. Card dIT QR &I &FHT Brand Visibility SI@TS, FRIAR TAT User Engagement

Figehl ATRT 9T HT AT SAT retail store FEHT Campaign F=ATAd T HiXe 30

A AT TG UTed ATag RS bl ¥ BT I AM@ AIAATATS Smart QR
ATFZAT TRTE Feberl G |

Y. dTHl gHT <@ T TgHl Discover/Dianers Card (Pulse Network) G2l acquiring
AT I qaATe T fataer S qar faxig gearare e fawdr TiededeT AR
RIS =AMewg, | I FaT JaTd ARAHT SRI g1 RuPay Hle HATHhd AITAHT af
FRIAR T Alebd ATH AAHNT RIS ATET |

www.sct.com.np 30 Annual Report 2079 / 80



%. SmartQR Network o[ FAGT [TEqR THHT aRI AT PSO 8% U Network

Interoperability TATIAT T FHHAT FUTA {Faaike B39 faffds #T Nepal Pay QR

I interoperable &I HT FHT HE FRIAR FoATE 5 Hebehl STHBT RIS

FTeg | TFATE ETHIG ATag THTHT I9 R T2 (a1 FRAEEH] TTahesed eyl

AT TART T T TUHT SAFFRI TRIST AT, | AT psp ¥ faxirg qwames Ty

5 9a1 Y¥MET BHI M JI& TUAT ATdg AT Febehl &I Ul TeTes FHE
ST TR =T8T, |

9. Scheme Partner Union Pay International (UPI) B Bl Partnership HT faf=ra
TR 7 UPI o STl aRle qRT I |1 a9 Incentive I TH THe HUH]
il

5. SSRebl ANTATS q30 9 IS¢ AT & Payment System Operator (PSO) &I

FTHT Card, QR, T Mobile Banking HaTe® HIT T e ATSIEHTAT T FEAT 3%

S AR (Inter Bank Fund Transfer — IBFT) ¥ STThTHT d¥a(=d FRIAR T F9

T goATs IS T g Wbl AFHN RIS A6+ |

2. Smart QR HT UTedh AT qIT HRIEAR q@T37 Ie¢Tl BigMart, Bhatbhateni,

Daily Grocery, Metro Mart ST&IT &Il AT stores AT Cashback/Discount Campaign

g% AT U ATAHRT TR, |

Q0. ATHT "9HY <G THRIAT g ATATHIRS d1d Td 1.9, R0R /50 HT ARTIO

fqera & fafies a1e T 3550100 TRIAT THH IETST AR TUH T |

9. FFHTA POS Acquiring IaT 1% qATE TRI §F TIT PN qE T TehT
AT faEar TRFHR AAFRT WS ATE, |
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3) ATMHT N, BEAHH TG ATAES:

g fogfad SRERAT STAHFEHT dge TTH [Gard T JINTArs HeAa oY T&l e

FTEATE FRIAR Tde TEREH T HETSA a1 QR AT hHT T JoeH T8 TLaehl

yee 3wy 99 RN [ Online Ecommerce AT fafdd #RIER dge TUH afaw |

TH HILITAT SCT o ATHIT HUH! JATEsATs ITHT AUHRI Faeqdigsel dar el

faeTar &Taw T4 99 Fares 67 A G AT ASHES TS HT TH G |

g1l YXATSA China T Union Pay Tl FEHIIHT SCT UPI Debit Card T HTH ST IRIE I

HT SSIITAT Visa BTehl TN T HANTATE HEATSY e TAEad ATSUHS b bl TaehlaH]

Visa TSl Issuing T Acquiring JaT [a&d® T &THI F=ITAHT Visa Hledl daT faaar

Sy

T B A T AT T ATSUHE Sebebl T¥YU ATM B%Ts ETHT GoalTdl SIS

B | ST ATE SCT %I ATM IS Y00 TS A& [AZUH B | I HaATh! oard Uie;

Ffge qIT US FIS T&AT YaATh! I o= AT T ATSIAT I8l G |

T TRATS Y&TH T ATEReehl QR YATHT THT AR I9 7T FIAeTes T&TT TG ST
A9 dfe AAThHIUH AT FATTEe A% [0+ TTAT T&qd g7 T SaHaArs Ahol
il

FATST B | AT Merchant 85T Ui I FoSITAHT ATag &9 ATHNT TH 94T afe A=l

gfg HRMER T YT THHT AT Merchant Lending T STa=T TR S |

ARTHI FHHT TSTHT TRTHT FAHHEE N FTHT MEAATEAR J&Id TRUH 3, |

9. TG HHATS T ATSUAS <feh FITRT FEHTIHT VISA Card Issuing and Acquiring
AT ATE TN GATE T A AT bR q& G JHHI FaT faqi T o
|

R T G & gfae T e w1 gaar AT f§7 omuepr @1 onmHr faww
Higc FIe NI T ATATF HF SFMS! A3 |

3. U9 AT GRT AR I FISee AT FTAT T e—commerce site AT FRIAT
T e qlaem J&= TR F |
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INDEPENDENT AUDITOR'S REPORT

To. The Sharcholders.
MS SMARTCHOICE TECHNOLOGIES LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of M/S SMARTCHOICE TECHNOLOGIES LIMITED (the
Company), which comprise the Statement of Financial Position as at 31 Ashadh 2080 (16 July 2023), and
the Statement of Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows for
the year then ended. and notes to the financial statements, including a summary of significant accounting
policies. In our opinion. the accompanying financial statements present fairly. in all material respects. the
financial position of the Company as at 31 Ashadh 2080 (16 July 2023). and its financial performance and
1ts cash flows for the year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).
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 together with the ethical requirements that are
relevant to our audit of the financial statements, and we have fulfilled our other ethical responsibilities 1n
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were the most significant in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements, and in forming our opinion thercon, and we do not provide a separate
opinion on these matters.

Other Information

Management is responsible for the other information, The other information comprises of the informaton
included in the *Annual Report” (as defined in NSA 720) but does not include the tinaneial statements and
our auditor’s report thercon. QOur opinion on the financial statements does not cover other mformation and
we do not express any form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility 1s to read the other intormation,
and in doing so, consider whether the other information is materially inconsistent with the financial
statements, or our knowledge obtained in the audit or otherwise appears to be materially misstated. 1f,
based on the work we have performed, we conclude that there is a material misstatement of this other
information; we are required to report that fact, We have nothing to report in this regard that describes any

material misstatement of the other information,

www.sct.com.np

38 Annual Report 2079 / 80



Responsibilities of Management and Those Charged with Governance for the Financial Statements,
Management s responsible Tor the preparation and  fair presentation of the financial statements in
accordance with NFRSs, and for such internal control as management determines 1s necessary to enable for
the preparation of financial statements that are free from material misstatement, whether due to fraud or
crror. In prepaning the financial statements, management 1s responsible for assessing the € ompany's ability
o contimue as a gomg concern, disclosing, as apphicable, matters related to going concern and using the
gomng concern basis of accounting unless management cither intends to hiquidate the Company or to cease
operations, or has no realistic alternative but to do so. Those charged with governance are responsible for
oversecing the Company’s financial reporting process,

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are 1o obtain reasonable assurance about whether the financial statements are free from
material misstatement, whether due to fraud or crror, and 1o 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 conducred 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 agzregate,
they could reasonably be expected to influence the cconomic decisions of users taken based on these
financial statements.

As part of an audit in accordance with NSAs, we excrcise professional judgment and maintain professional
skepticism throughout the audit. We are also:

e Identify and assess the risks of material misstatement of the company’s 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 nisk
of not detecting a material misstatement resulting {rom fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations. or the
override of internal control.

e Obtain an understanding of internal control relevant to the audit to design audit procedures thar are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control,

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
eslimates and related disclosures made by management.

e Conclude on the appropriatencss of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related Lo 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 i our
auditor’s report to the related disclosures in the company’s financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions 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 10 ccdse 1o continue as a going concern.

Evaluate the overall presentation, structure, and content of the company's financial statements,
including the disclosures, and whether the company’s financial statements represent the underlying
transactions and events in a manner that achieves fair presentation,

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the company (o express an opinion on the company’s financial
statements. We are responsible for the direction, supervision, and performance of the company's
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the p}annpd
scope and timing of the audit and significant ilud‘ll findings, including any significant deficiencies
in internal control that we identify during our audit.
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Report on Other Legal and Regulatory Requirements
As per the requirements of Scetion 115 of the Companies Act, 2063 (First Amendment 2074), we
further report that

ia) We have obtimned all the mtommation and explanations, which 1o the beat of our knowledge
and behel were necessary Tor the purpose of our andit

by Inow opimion the Company has kept proper books of account as required by law so far, as
appears rom our examinations ol those Books

) Fo the best of our knowledge and mlommation provided to us, we did not come across any
mstances where there were acconnting frand during our audit.

d) - Based on wiitten representation letter by management provide to us, Assets, liabilitics have
not been laundered i case anyone, direetly or indirccetly, earns from tax evasion or terrorist
actvities or mvests i such activities or acquires, holds, possesses or utilizes assets by
commitiing any or all offences as preseribed by Money Laundering Prevention Act, 2063
(2008) and in case assets acquired, held or accumulated from investment of such assets is
possessed, held or used, utilized or consumed or committed any other act so as 1o present such
asscts as legally acquired or carned assets or conceals sources of origin of such asscts or assists
any one 1o transform, conceal or transler such assets with an objective of avoiding legal
actions to the person having such assets.

¢)  As per Chapter 10 of Labour Act, 2074, when employing a person pursuant to this chapter,
shall provide, at the minimum, the benefits equivalent to the minimum wage and other social
seeurity benefits including sick lcave, grawity, provident fund and insurance. The Company
though, has partially complied with said provision, the Company requires to comply with all
the sard provision of Labour Act, 2074,

f In our opinion and to the best of our information and according to the explanation given to us.
the financial statement the said Balance Sheet, Income Statement and Cash Flow Statement.
read together with the notes forming part of the accounts give the information required by the
Companies Act 2063 (First Amendment 2074) in the manner so required and give a true and
fair view:

1. In the case of Balance Sheel, the state of affairs of the Company as at 31 Ashadh, 2080 (16
July 2023); and

1. In the case of Income Statement, the results of operations of the Company for the vear
ended on 31 Ashadh, 2080 (16 July 2023); and

1t In the case of the Cash Flow Statement, of Cash inflow and outtlow ot the Company tor
the year ended on that date.

g)  Nether we have come across any ol the information about the misappropriation of fund by the
dircctors or any of the representatives or company's stalls during our audit nor have we
received any such information from the management,

h)  Noaccounting fraud has been observed during our audit.

oy "'f.a'l.-. ~
Bhoj Raj Pandcy

For B R Pandey & Associates N
Chartered Accountants NER

Place Kathmandu, Nepal
Date: 2023-12-17
UDIN No: 240103CA004117Z7pyd
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SMARTCHOICE TECHNOLOGIES LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT ASHAD 31, 2080 (JULY 16,

2023)

FINANCIAL STATEMENTS

Amount in Rs.

Particulars As at As at
Ashadh 31, 2080 Ashadh 32, 2079
Note (July 16, 2023) (July 16, 2022)
ASSETS
NON-CURRENT ASSETS
a) Property, plant and equipment 4.1 79,448,887 65,341,362
b) Intangible assets 4.2 77,796,917 81,073,178
c) Right of Use Assets 4.3 24,121,886 -
c) Capital Work in Progress 4.4 104,835,765 84,899,029
d) Financial Assets 4.5 1,287,735 1,286,628
Total non-current assets 287,491,191 232,600,198
CURRENT ASSETS
a) Trade and other receivables 4.6 45,402,836 59,569,210
b) Current tax assets 4.7 21,341,206 18,238,163
c) Cash and cash equivalents 4.8 110,236,480 188,494,743
d) Financial Assets 45 1,531,468 1,531,468
Total current assets 178,511,989 267,833,584
TOTAL ASSETS 466,003,180 500,433,781
EQUITY AND LIABILITIES
EQUITY
Share capital 49 500,000,000 500,000,000
Reserves and surplus 4.10 (132,591,516) (63,762,131)
Total equity 367,408,484 436,237,869
NON-CURRENT LIABILITIES
a) Deferred Tax Liability 4.25 29,371,191 24,438,812
b) Other Financial Liabilities 4.11 23,594,118 -
Total non-current liabilities 52,965,309 24,438,812
CURRENT LIABILITIES
a) Other Financial Liabilities 4.11 1,120,671 -
b) Employee benefit liability 4.12 1,381,656 1,267,733
c) Trade and other payables 4.13 43,127,061 38,489,365
d) Current tax liabilities - -
Total current liabilities 45,629,388 39,757,100
TOTAL EQUITY AND LIABILITIES 466,003,180 500,433,781
The accompanying notes are an integral part of the financial statements.
For and on behalf of SmartChoice Technologies Limited
BHOJ RAJ PANDEY, FCA SUMAN POKHAREL NARAYAN PRAKASH BHUJU RASHMI PANT
PROPRIETOR CHAIRMAN CHIEF EXECUTIVE OFFICER DIRECTOR
B.R. PANDEY & ASSOCIATES
MRIGENDRA PRADHAN SUBHAS GYAWALI BIKASH KUMAR NAHATA RITESH LAMICHHANE
DIRECTOR DIRECTOR DIRECTOR DIRECTOR

ROSHAN BHANDARI
FINANCE HEAD
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SHANTA RAJ BATAS
INDEPENDENT DIRECTOR
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DATE: 8TH NOVEMBER, 2023
PLACE: KATHMANDU
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SMARTCHOICE TECHNOLOGIES LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED ASHADH 31, 2080 (JULY 16, 2023)

Amount in Rs.

Particulars For the year ended For the year ended
Ashadh 31, 2080 Ashadh 32, 2079
Notes (July 16, 2023) (July 16, 2022)
Income
Revenue From Operations 4,14 65,774,271 69,941,100
Other income 4.15 200,536 6,199,310
Total Income 65,974,807 76,140,410
Expenses
Operating Expenses 4.16 42,024,577 35,566,416
Employee Benefit Expenses 417 37,953,693 35,462,462
Marketing Expenses 4,18 32,302,838 13,060,393
Administration Expenses 4.19 7,273,499 11,168,747
Foreign exchange(Gain)/ Loss 810,296 1,523,835
Depreciation and Amortization Expenses 4.20 21,813,296 17,161,665
Impairment on Assets 4.21 1,159,559 -
Total Expenses 143,337,757 113,943,517
Net Operating Profit/(Loss) (77,362,950) (37,803,107)
Non Operating Income/Expenses
Finance Cost 4.22 803,919 -
Finance Income 4.23 15,425,403 18,927,523
Profit/(loss) before tax (62,741,466) (18,875,584)
Income tax expenses
Current tax 4.24 89,808 -
Deferred tax 4.25 4,932,380 3,832,665
Profit/(loss) for the year (67,763,653) (22,708,249)
Gains /(losses) on re-measuring available for sale financial assets - -
Gain/(loss) on Actuarial valuation of defined benefit liability - -
Total other comprehensive income - -
Deferred tax income /(expense) - -
(relating to components of other comprehensive income)
Other comprehensive income for the year, net of tax - -
Total comprehensive income for the year, net of tax (67,763,653) (22,708,249)
The accompanying notes are an integral part of the financial statements.
For and on behalf of SmartChoice Technologies Limited
BHOJ RAJ PANDEY, FCA SUMAN POKHAREL NARAYAN PRAKASH BHUJU RASHMI PANT
PROPRIETOR CHAIRMAN CHIEF EXECUTIVE OFFICER DIRECTOR
B.R. PANDEY & ASSOCIATES
MRIGENDRA PRADHAN SUBHAS GYAWALI BIKASH KUMAR NAHATA RITESH LAMICHHANE
DIRECTOR DIRECTOR DIRECTOR DIRECTOR

ROSHAN BHANDARI
FINANCE HEAD

SHANTA RAJ BATAS
INDEPENDENT DIRECTOR
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SMARTCHOICE TECHNOLOGIES LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED ASHADH 31, 2080 (JULY 16, 2023)

Amount in Rs.

Particulars Equity and reserves Total
Share Retained Advance for
capital earnings share capital
Balance as at July 15, 2021 (Ashadh 31, 2078) 375,000,000 (41,053,882) 84,640,500 418,586,618

Profit/(loss) for the year

- (22,708,249) -

(22,708,249)

Issue of share capital 40,359,500 - - 40,359,500
Adjustment of share capital advance 84,640,500 - (84,640,500) -

Balance as at July 16, 2022 (Ashadh 32, 2079) 500,000,000 (63,762,131) - 436,237,869
Lease Adjustment as per NFRS 16 (1,065,732) (1,065,732)
Profit/(loss) for the period - (67,763,653) - (67,763,653)
Balance as at July 16, 2023 (Ashadh 31, 2080) 500,000,000 (132,591,516) - 367,408,484

The accompanying notes are an integral part of the financial statements.
For and on behalf of SmartChoice Technologies Limited

BHOJ RAJ PANDEY, FCA SUMAN POKHAREL
PROPRIETOR CHAIRMAN
B.R. PANDEY & ASSOCIATES

NARAYAN PRAKASH BHUJU RASHMI PANT
CHIEF EXECUTIVE OFFICER DIRECTOR

MRIGENDRA PRADHAN SUBHAS GYAWALI BIKASH KUMAR NAHATA RITESH LAMICHHANE
DIRECTOR DIRECTOR DIRECTOR DIRECTOR

ROSHAN BHANDARI
FINANCE HEAD

SHANTA RAJ BATAS
INDEPENDENT DIRECTOR

DATE: 8TH NOVEMBER, 2023
PLACE: KATHMANDU
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SMARTCHOICE TECHNOLOGIES LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED ASHADH 31, 2080 (JULY 16, 2023)

Amount in Rs.

Particulars

For the year ended
Ashadh 31, 2080
(July 16, 2023)

For the year ended
Ashadh 32, 2079
(July 16, 2022)

A CASH FLOW FROM OPERATING ACTIVITIES
Profit/(loss) before tax

Adjustments for :
Depreciation and Amortization
Net unrealized foreign exchange loss (gain)
Impairment on Assets
Interest Expenses on lease liability
Gain on sale of non-current assets
Reversal of Impairment Provision
Operating profit before working capital changes

Adjustments for :
(Increase)/Decrease in current assets
Increase/(Decrease) in current liabilities
Cash generated from operation

Income tax paid for Current Year
Net cash from operating activities

B CASH FLOW FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment
Purchase of intangible assets
Increase in Capital WIP

Proceeds from disposal of property, plant and equipment
Net cash generated from / (used in) investing activities

C CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from share capital
Lease Payment - Finance Cost
Lease Payment - Liability

Net cash generated from / (used in) financing activities

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at the end of the year

The accompanying notes are an integral part of the financial statements.

For and on behalf of SmartChoice Technologies Limited

BHOJ RAJ PANDEY, FCA
PROPRIETOR
B.R. PANDEY & ASSOCIATES

MRIGENDRA PRADHAN
DIRECTOR

ROSHAN BHANDARI
FINANCE HEAD
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SUMAN POKHAREL
CHAIRMAN

SUBHAS GYAWALI
DIRECTOR

SHANTA RAJ BATAS

INDEPENDENT DIRECTOR
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(62,741,466)

(18,875,584)

21,813,296 17,161,665
771,446 .
1,159,559 S
803,919 >
(35,398) (21,217)
(92,660) (5,590,187)
(38,321,304) (7,325,323)
13,607,928 (15,114,087)
3,394,752 3,689,918
(21,318,624) (18,749,492)

(3,192,851)

(10,729,307)

(24,511,475) (29,478,799)
(24,227,367) (22,958,553)
(4,989,478) (5,227,000)
(19,936,736) .
35,398 26,549
(49,118,182) (28,159,004)
= 40,359,500
(186,570) .
(4,442,033) .
(4,628,603) 40,359,500
(78,258,263) (17,278,302)
188,494,743 205,773,045
110,236,480 188,494,743

NARAYAN PRAKASH BHUJU
CHIEF EXECUTIVE OFFICER

RASHMI PANT
DIRECTOR

RITESH LAMICHHANE
DIRECTOR

BIKASH KUMAR NAHATA
DIRECTOR

DATE: 8TH NOVEMBER, 2023
PLACE: KATHMANDU
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 4.1: PROPERTY, PLANT AND EQUIPMENT

Amount in Rs.

Leasehold

Office Equipment

Furniture and

Plant and

Particulars Improvements and Computers Fixtures Vehicles Machinery Total
Cost
At 16 July 2022 3,535,958 80,540,327 3,894,727 5,748,371 120,908,922 214,628,305
Additions 5,661,949 760,177 - - 17,805,240 24,227,367
Additions from Acquired Entity - - - - - -
Adjustment/written off o = = = o -
Disposals (3,535,958) - - - - (3,535,958)
At 16 July 2023 5,661,949 81,300,504 3,894,727 5,748,371 138,714,162 235,319,714
Accumulated Depreciation
At 16 July 2022 3,026,399 58,273,363 3,304,959 2,003,788 82,678,434 149,286,943
Additions 8,997 4,741,399 149,764 748,916 3,961,207 9,610,282
Additions from Acquired Entity - - - - - -
Adjustment/written off - - - - 5 -
Disposals (3,026,399) - - - - (3,026,399)
At 16 July 2023 8,997 63,014,762 3,454,723 2,752,704 86,639,641 155,870,826
Net Book Value
At 16 July 2022 509,559 22,266,964 589,768 3,744,583 38,230,488 65,341,362
At 16 July 2023 5,652,953 18,285,742 440,004 2,995,667 52,074,521 79,448,887
NOTE 4.2: INTANGIBLE ASSETS
Particulars Intangible Assets Total
Cost
At 16 July 2022 130,309,465 130,309,465
Additions 4,989,478 4,989,478
Additions from Acquired Entity - -
Adjustment/written off - -
Disposals - -
At 16 July 2023 135,298,943 135,298,943
Accumulated Amortization
At 16 July 2022 49,236,287 49,236,287
Additions 8,265,738 8,265,738
Additions from Acquired Entity - -
Adjustment/written off = -
Disposals - -
At 16 July 2023 57,502,025 57,502,025
Net Book Value
At 16 July 2022 81,073,178 81,073,178
At 16 July 2023 77,796,917 77,796,917
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NOTE 4.3: RIGHT OF USE (ROU) ASSETS

Amount in Rs.

Particulars

Right of Use Asset -
Baluwatar Office

Right of Use Asset -
Panipokhari Office

Right of Use Asset -
Total

Cost
At 16 July 2022
Initial Recognition
Additions from Acquired Entity
Adjustment/written off
Disposals

3,376,301

24,682,860

28,059,161

At 16 July 2023

3,376,301

24,682,860

28,059,161

Accumulated Amortization
At 16 July 2022
Additions
Additions from Acquired Entity
Adjustment/written off
Disposals

3,376,301

560,974

3,937,275

At 16 July 2023

3,376,301

560,974

3,937,275

Net Book Value

At 16 July 2022
At 16 July 2023

24,121,886

24,121,886
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Amount in Rs.

Less: Provision for Impairment Loss (Receivables)

Total

NOTE 4.7: CURRENT TAX ASSETS

Advance Tax Deposits
Less: Current Tax Liabilities

Total

www.sct.com.np
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(36,975,481)

Particulars As at As at
Ashadh 31, 2080 Ashadh 32, 2079
(July 16, 2023) (July 16, 2022)

NOTE 4.4: CAPITAL WORK IN PROGRESS

Capital WIP 104,835,765 84,899,029

Total 104,835,765 84,899,029
NOTE 4.5: FINANCIAL ASSETS

NON-CURRENT

Security Deposits 1,287,735 1,286,628

CURRENT

LC/TT Margin 1,531,468 1,531,468

Total 2,819,203 2,818,096
NOTE 4.6: TRADE AND OTHER RECEIVABLES

Staff Advances 37,366 13,804

Sundry debtors and receivables 673,970 942,817

Work Advance 34,344,298 36,144,298

Bills receivables 15,654,495 29,864,907

VAT Receivables 19,812,160 19,288,249

Prepaid Expenses 5,278,134 2,009,945

Other Advance 813,750 1,063,750

Custom Margin 5,566,000 1,031,000

Other Receivables 198,143 5,628,582

(36,418,141)

45,402,836 59,569,210
21,341,206 18,238,163
21,341,206 18,238,163
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Amount in Rs.

Particulars As at As at
Ashadh 31, 2080 Ashadh 32, 2079
(July 16, 2023) (July 16, 2022)
NOTE 4.8: CASH & CASH EQUIVALENTS
Cash balance 21,350 18,850
Balances with banks 33,715,130 11,975,893
Fixed Deposits 76,500,000 176,500,000
Total 110,236,480 188,494,743
NOTE 4.9: SHARE CAPITAL
Authorized
50,00,000 Ordinary Share of Rs. 100 each 500,000,000 500,000,000
Issued
50,00,000 Ordinary Share of Rs. 100 each 500,000,000 500,000,000

Subscribed
50,00,000 Ordinary Share of Rs. 100 each

Paid - Up
50,00,000 Ordinary Share of Rs. 100 each

Total

NOTE 4.9.1: RECONCILIATION OF NUMBER OF SHARES
Ordinary Shares as at the beginning of the year

Add: Issuance of shares
Ordinary Shares as at the end of the year
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500,000,000

500,000,000

500,000,000 500,000,000
500,000,000 500,000,000
5,000,000 4,596,405

- 403,595
5,000,000 5,000,000
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Amountin Rs.

Particulars

As at
Ashadh 31, 2080
(July 16, 2023)

As at
Ashadh 32, 2079
(July 16, 2022)

NOTE 4.10: RESERVES AND SURPLUS

Retained earnings

Opening Balance

Lease Adjustment as per NFRS 16
Profit (Loss) for the year

Total

NOTE 4.11: OTHER FINANCIAL LIABILITIES

Lease Liability as on 01 Baishakh, 2080
Add: Finance Cost

Less: Rental Payments

Lease Liability as on 31 Ashad, 2080

Segregation of Liabilities into:
Non Current
Lease Liability

Current
Lease Liability

Total

NOTE 4.12: EMPLOYEE BENEFIT LIABILITY

Provident fund payable
Gratuity payable
Salary payable

Leave payable

Total

NOTE 4.13: TRADE AND OTHER PAYABLE

Sundry Creditors

TDS payable

Audit fee payable
Expenses payable
Royalty payable

Prepaid revenue
Advance from customers
Accrual staff expenses
Other payable

Rent payable

Total

www.sct.com.np

(63,762,131)
(1,065,732)
(67,763,653)

(41,053,882)

(22,708,249)

(132,591,516) (63,762,131)
24,682,860 -
617,350 -
(585,420) -
24,714,789 ]
23,594,118 -
1,120,671 -
24,714,789 -
537,153 514,333
215,035 202,387
24,854 24,854
604,613 526,160
1,381,656 1,267,733
34,640,726 32,849,366
1,270,625 790,445
270,875 270,875
898,720 249,055
1,013,694 985,230
2,149,005 2,263,644
1,514,432 664,645
345,726 345,726
496,380 70,379
526,878 -
43,127,061 38,489,365
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Amount in Rs.

Particulars For the year ended For the year ended
Ashadh 31, 2080 Ashadh 32, 2079
(July 16, 2023) (July 16, 2022)
NOTE 4.14: REVENUE FROM OPERATIONS
Sale/Revenue 32,697,129 50,355,896
Annual Subscription Fee 5,408,337 4,598,015
Annual Support Fee-Nac - 444,493
One Time Joining Fee 625,000 1,205,000
Card Renewal Fee 4,908,585 3,247,355
Connectivity Fee 2,297,040 1,987,563
AMC Hardware 40,000 54,460
Atm Switching Fee 2,497,629 2,418,355
Bin Registration Fee 30,000 115,000
Incentive Income 13,371,670 5,512,500
Transaction Fee (Other Network) 112,345 2,463
Income from Smart-Banking 3,786,536 -
Total 65,774,271 69,941,100
NOTE 4.15: OTHER INCOME
Commission income - 547,906
Reversal of impairment provision 92,660 5,590,187
Gain on sale of non-current assets 35,398 21,217
Other income 72,477 40,000
Total 200,536 6,199,310
NOTE 4.16: OPERATING EXPENSES
Purchase ATM cards 26,266,192 23,254,173
Card Design Charge - 21,500
Annual Support Fee- Nac - 421,241
Annual Maintenance Charge 4,619,620 5,115,392
Lease Line Cable & Fiber Networking Charge 168,000 888,212
Service Fee-UPI Connectivity 1,634,755 1,456,800
Dispute Resolution Fees 74,393 66,688
Penetration Testing 265,487 265,487
Location Charge 870,000 881,495
Royalty Fee 4,718,243 3,195,430
Smart-banking commission 3,407,888 -
Total 42,024,577 35,566,416
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Amount in Rs.

Particulars For the year ended For the year ended
Ashadh 31, 2080 Ashadh 32, 2079
(July 16, 2023) (July 16, 2022)
NOTE 4.17: EXPLOYEE BENEFIT EXPENSES
Staff Salary And Allowance Expenses 39,750,719 34,764,519
Gratuity Expenses 5,122,882 8,501,050
Provident Fund Contribution 2,642,821 2,559,888
Mesh Expenses 226,154 265,484
Leave Encashment Expenses 603,613 539,227
Staff Welfare 486,696 527,655
Less: Capitalization - Product Development (10,879,193) (11,695,361)
Total 37,953,693 35,462,462
NOTE 4.18: MARKETING EXPENSES
Advertisement 95,326 77,522
Incentive Expenses 782,394 -
Product Promotion and Marketing Expenses 31,425,118 12,982,871
Total 32,302,838 13,060,393
NOTE 4.19: ADMINISTRATION EXPENSES
AGM Expenses 39,250 93,940
Due Diligence Audit Fee 262,500 -
Statutory Audit Fee 185,000 185,000
Internal Audit Fee 180,000 180,000
Audit Expense 40,129 112,947
Bank Commission & Charges 313,045 117,228
Cleaning Supply 100,998 86,662
Internet Expenses 922,743 394,117
Microsoft 365 license cost 51,543 51,543
Communication Expenses 135,336 184,980
Consultancy Fee 92,500 65,929
Electric Expenses 11,850 44,605
Electricity Fee 1,312,874 1,508,816
Fuel & Lubricants 539,476 326,513
Insurance Premium 660,324 456,336
Meeting Allowance 670,000 1,100,000
Meeting Expenses - 125,836
Miscellaneous Expenses 11,719 7,575
Bid Bond Purchase Expenses 10,000 -
Office Rent (0.00) 4,578,071
Pooja Expenses - 11,553
Postage & Courier 62,592 63,522
Printing & Stationery 236,185 295,284
Rate & Tax Expenses 54,710 50,341
Registration & Renewal Expenses 183,890 30,432
Repairs & Maintenance 205,488 199,923
Travelling and Conveyance Expenses 158,973 78,100
Security Guards 700,259 693,600
Water Expenses 65,195 62,585
Membership and Subscription Fees 46,535 2,009
Seasonal Daily Wages 20,385 61,300
Total 7,273,499 11,168,747
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Amount in Rs.

Particulars For the year ended For the year ended
Ashadh 31, 2080 Ashadh 32, 2079
(July 16, 2023) (July 16, 2022)
NOTE 4.20: DEPRECIATION AND AMOTIZATION EXPENSES
Depreciation on Tangible Assets 9,610,282 9,974,974
Amortization on In-Tangible Assets 8,265,738 7,186,691
Depreciation on Right of Use (ROU) Assets 3,937,275 -
Total 21,813,296 17,161,665
NOTE 4.21: IMPAIRMENT EXPENSES
On Leasehold Assets (Non-Current) 509,559 -
On Current Assets 650,000 -
Total 1,159,559 -
NOTE 4.22: FINANCE COST
Finane Cost on Lease liability - Panipokhari Office 617,350 -
Finane Cost on Lease liability - Baluwatar Office 186,570 -
Total 803,919 -
NOTE 4.23: FINANCE INCOME
Interest income 15,425,403 18,927,523
Total 15,425,403 18,927,523
NOTE 4.24: TAX EXPENSES
A. AMOUNT RECOGNISED IN PROFIT OR LOSS
Current tax
Income tax for the year - -
Income tax related to previous years 89,808 -
Total current tax 89,808 -
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NOTE 4.25: CALCULATION OF DEFERRED TAX (ASSETS)/LIABILITY

Particulars Carrying Amount (Rs.) Tax Base Temporary Diff
Deferred Tax
As on 2079.04.01
Property, Plant & Equipment & Intangibles 150,240,391 76,099,962 74,140,429
Intangible Assets 81,073,178 57,458,362 23,614,816
Total 231,313,569 133,558,323 97,755,245
Deferred Tax Asset/Liability as on 2079.04.01 (Tax Rate 25%) 24,438,811
Deferred Tax
As on 2080.03.31
Property, Plant & Equipment & Intangibles 184,284,653 85,661,313 98,623,340
Intangible Assets 77,796,917 58,342,590 19,454,327
Right of Use Assets 24,121,886 - 24,121,886
Lease Liabilities (24,714,789) - (24,714,789)
Total 261,488,667 144,003,903 117,484,764
Deferred Tax Asset/Liability as on 2080.03.31 (Tax Rate 25%) 29,371,191
Deferred Tax Expenses/(Income) FY 2079-80 4,932,380
Deferred Tax Expenses/(Income)-PL 4,932,380
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NOTES TO THE FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS AS OF ASHADH END 2080 (16™ JULY 2023)

1. General Information of the Company

SmartChoice Technologies Limited (hereinafter referred to as “SCT” or “Company”) is a public
limited company domiciled in Nepal, incorporated under the provision of the Company Act, 2063.
The company was incorporated on 2058.04.29 as Private Limited Company and later on
2074.03.01 the company was converted into Public Limited Company. The registered address of
the company is at Baluwatar, Kathmandu, Nepal. Subsequently, SCT was registered in Inland

Revenue Department on 2058.07.06 having its Permanent Account Number is 300343144

SCT obtained payment System Operator (PSO) License from Nepal Rastra Bank (NRB) on

2074.09.17 to provide Network for electronic cards and Payment Switch in Nepal.

The Board of Directors of the company acknowledges the responsibility of preparation of financial
statements of the company.

1.1. Board of directors

The composition of Board of Directors as on 31st Ashadh, 2080 is as follow:

Name Position
Suman Pokharel Chairperson
Rashmi Pant Director
Khilendra Paudel Director
Subhas Gyawali Director
Mrigendra Pradhan Director
Ritesh Lamichhane Director

Shanta Raj Batas

Independent Director

1.2. Major shareholding pattern

As on the Ashadh End, 2080

Name of the Shareholders % No. of Shares
IME Limited 35.60 1,780,069
Prabhu Bank Ltd. 21.58 1,079,040
Global IME Bank Ltd. 15.43 771,608
City Express Money Transfer Pvt. Ltd. 6.67 333,312
Himalayan Bank Ltd. 6.16 307,840
Shangri-La Development Bank Ltd. 5.33 266,667
Kamana Sewa Bikas Bank Ltd. 3.08 153,920
Excel Development Bank Ltd. 3.00 150,000
Garima Bikas Bank Ltd. 2.00 100,000
Green Development Bank Ltd. 1.00 50,000
Unnati Bohara 0.06 3,029
Prajwal Bohara 0.03 1,515
Arjun Jung Thapa 0.04 2,000
Shristi Joshi Malla 0.02 1,000
Total 100 5,000,000
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1.3.

1.4.

1.5.

2.1.

Statement of Compliance

The financial statements have been prepared in accordance with Nepal Financial Reporting
Standards (NFRS) as published by the Accounting Standards Board (ASB) — Nepal and Issued by
Institute of Chartered Accountant of Nepal (ICAN).

Financial Statements and its Approval

Financial Statements of SCT for the year ended in 16th July, 2023 comprise of Statement of
Financial Position, Statement of Profit or Loss, Statement of Other Comprehensive Income,
Statement of Changes in Equity, Statement of Cash Flows, Notes to the Financial Statements and
Significant Accounting Policies. The financial statements have been adopted by the Board of
Directors on its meeting held on 8™ November, 2023 and have been recommended for approval
by shareholders in the Annual General Meeting.

Principal Activities and Operations

SCT operating as Payment System Operator (PSO), provides solution of issuance of cards,
acquiring transactions through different delivery channels, connectivity to different payment
networks in the country as well as outside of Nepal along with all the related settlement,
operational and security aspects on the same. SCT also ensures that its facility is complied
with the highest security standard as required by the Payment Card Industry Data Security
Standard (PCIDSS) for card data processing company and maintains a complete redundant
system to ensure the highest level of up time.

Principal activities of SCT are to provide electronic payment processing services to its member
banks & financial institutions for delivering their Card and Digital Payment needs.

Basis of preparation

The company while complying with the reporting standards, makes critical accounting judgement
as having potentially material impact on the financial statements. The significant accounting policies
that relate to the financial statements as a whole along with the judgements made are described
herein.

The company while complying with the reporting standards, makes critical accounting judgment as
having potentially material impact on the financial statements. The significant accounting policies
that relate to the financial statements along with the judgments made are described herein.

Where an accounting policy is generally applicable to a specific item, the policy is described within
that relevant note. NFRS requires the company to exercise judgment in making accounting
estimates. Description of such estimates has been given in the relevant sections wherever they
have been applied.

Reporting pronouncements

The financial statements have been prepared in accordance with Nepal Financial Reporting
Standards (NFRS) as published by the Accounting Standards Board (ASB) — Nepal and Issued by
Institute of Chartered Accountant of Nepal (ICAN). The company has, for the preparation of
financial statements, adopted the NFRS which is currently effective (based on IFRS of 2018). The
first-time adoption of NFRS was from FY 2076-77.
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2.2,

23.

2.4.

2.5.

Accounting conventions

The financial statements have been prepared on a historical cost basis, as modified by the
revaluation of financial assets and liabilities at fair value through profit or loss.

Board of Directors (BoD) are satisfied that the company has resources to continue in business for
the foreseeable future.

Furthermore, Board of Directors are not aware of any material uncertainties that may cast
significant doubt upon the company’s ability to continue as a going concern and they do not intend
either to liquidate or to cease operations of it. Therefore, the financial statements are prepared on
going concern basis.

Basis of Measurement

Financial Statements of SCT have been prepared on historical cost convention, as modified by fair
value measurement of financial assets and liabilities wherever the standard requires or provides
options for such measurements.

Fair Value Measurement

Fair Value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement dates regardless of whether
that price is directly observable or estimated using another valuation technique. In estimating the
fair value of assets and liability, the company takes in to account the characteristics of assets or
liability if market participants would take those characteristics in to account when pricing the assets
or liability at the measurement date. Fair value for measurement and/or disclosure purposes in
these financial statements is determined on such basis except for lease transactions that are within
the scope of NFRS 16.

Materiality and Aggregation

In compliance with Nepal Accounting Standard - NAS 01 (Presentation of Financial Statements),
each material class of item is presented separately in the Financial Statements. Items of dissimilar
nature or functions are presented separately unless they are immaterial. Financial Assets and
Financial Liabilities are offset and the net amount is reported in the Statement of Financial Position
only when there is a legally enforceable right to offset such recognized amounts and there is an
intention to settle on a net basis, or to realize the assets and settle the liability simultaneously.
Income and expenses are not offset in Statement of Profit or Loss unless required or permitted by
the Financial Reporting Standards.

Presentation of Financial Statements

Assets and liabilities of SCT presented in Statement of Financial Position are grouped in order of
liquidity. Statement of profit or loss has been prepared using classification ‘by nature’ method.
Statement of cash flows has been prepared using indirect method.

Figures for previous years are rearranged and reclassified wherever necessary for the purpose of
facilitating comparison. Appropriate disclosures are made where necessary.
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2.6.

2.7.

2.8.

2.9.

Functional and Presentation Currency

The financial statements are prepared in Nepalese Rupees, which is the company’s functional
currency.

Foreign currency transactions

In preparing the financial statements of the Company, transactions in currencies other than the
Company’s functional currency (foreign currencies) are recognized at the rates of exchange
prevailing at the dates of the transactions. At the end of each reporting period, monetary items
denominated in foreign currencies are re-translated at the rates prevailing at that date.

Nonmonetary items carried at fair value that are denominated in foreign currencies are re-translated
at the rates prevailing at the date when the fair value was determined.

Exchange differences on monetary items are recognized in profit or loss in the period in which they
arise except for exchange differences on foreign currency borrowings relating to assets under
construction for future productive use, which are included in the cost of those assets when they are
regarded as an adjustment to interest costs on those foreign currency borrowings. During the Year
SCT does not have any foreign currency borrowings.

Current and non-current distinction
Assets

Apart from the property, plant and equipment, intangible assets and deferred taxes assets all the
assets are taken as current assets unless specific additional disclosure is made in the notes for
current and non-current distinction.

Liabilities
Apart from the deferred taxes liabilities all the liabilities are taken as current liabilities unless specific
additional disclosure is made in the notes for current and non-current distinction.

Accounting policies and accounting estimates

Preparation of financial statements in line with NFRS requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the reported amounts of
revenue and expenses of the reporting period.

Management has applied estimations in preparation and presentation of the financial statements.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting
estimates is recognized in the period in which the estimates are revised, if the revision affects only
that period; they are recognized in the period of revision and the future periods if the revision affects
both current and future periods.

Specific accounting estimates have been included in the relevant section of notes wherever the
estimates have been applied along with the nature and effect of changes of accounting estimates,
if any.

Reporting periods

The company follows the Nepalese financial year based on the Nepalese calendar as reporting
period.
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2.10.

2.11.

212,

3.1.

3.1.1.

3.1.2.

3.1.3.

3.1.4.

Discounting

Discounting has been applied where assets and liabilities are non-current and the impact of the
discounting is material.

Determination of fair values

The Company’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities. When applicable, further information about the
assumptions made in determining fair values is disclosed in the respective notes.

Limitation of NFRS implementation

If the information is not available and the cost to develop would exceed the benefit derived, such
exception to NFRS implementation has been noted and disclosed in respective section.

Summary of significant accounting policies

Property, plant and equipment

Property, plant and equipment are tangible items that are held for serving revenue generation
purposes and are expected to be used during more than one period.

Measurement at Recognition:

Property, plant and equipment (PPE) are tangible items that are held for us in the production of
goods or services, for rental to others, or for administrative purpose and are expected to be used
for more than a year. Property, plant and equipment includes computer hardware, office equipment,
furniture and fittings and motor vehicles.

Basis of Measurement

Property, plant and equipment's are recognized if it is probable that future economic benefits
associated with the asset will flow to the company and cost of the asset can be measured reliably.

Items of property, plant and equipment's are initially recognized at cost. Cost includes the purchase
price and other directly attributable costs as well as the estimated present value of any future
unavoidable costs of dismantling and removing items. Purchased software that is integral to the
functionality of the related equipment is capitalized as part of hardware equipment.

Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognized in the carrying
amount of the item if it is probable that the future economic benefits embodied within that part will
flow to the Company and its cost can be measured reliably. The costs of day-to-day servicing of
property, plant and equipment are charged to the statement of profit or loss as incurred.

De-recognition

The carrying amount of an item of property, plant and equipment is derecognized on disposal or
when no future economic benefits are expected from its use or disposal. The gain or loss arising
from the de recognition of an item of property, plant and equipment is included in statement of profit
or loss when the item is derecognized. When replacement costs are recognized in the carrying
amount of an item of property, plant and equipment, the remaining carrying amount of the replaced
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3.1.5.

3.2.

part is derecognized. Major inspection costs are capitalized. At each such capitalization, the
remaining carrying amount of the previous cost is derecognized.

Depreciation

Depreciation on assets is calculated using Straight Line Method on the basis of effective useful life
of the asset decided by the management. Accordingly, fixed assets are depreciated from the day
the assets are ready to be used as intended by the Management applying the following rates:

Assets Life Depreciation Method
Computer and accessories 4 years Straight — line Method
Vehicles 5 years Straight — line Method
Office equipment 5 years Straight — line Method
Furniture and Fixture 8 years Straight — line Method
Other office equipment 10 years Straight — line Method
Plant and Machinery 15 years Straight — line Method
Leasehold Development 10 years Straight — line Method

Depreciation of an asset begins when it is available for use, i.e., when it is in the location and
condition necessary for it to be capable of operating in the manner intended by the management.

Depreciation of an asset ceases at the earlier of the date that the asset is classified as held for sale
and the date that the asset is derecognized.

Depreciation on assets is provided on daily basis.
Depreciation methods, useful lives and residual values are reviewed at each reporting date.

The company has changed its method of depreciation from Written Down Value (WDV) to Straight
Line Method (SLM) from FY 2076/77.

Leasing

The company as a lessee:

The Company’s lease asset classes primarily consist of leases for Office Premises. The Company
assesses whether a contract contains a lease, at inception of a contract.

At the date of commencement of the lease, the Company recognizes a right-of-use asset (‘ROU”)
and a corresponding lease liability for all lease arrangements in which it is a lessee, except for
leases with a term of twelve months or less (short-term leases) and low value leases. For these
short-term and low value leases, the Company recognizes the lease payments as an operating
expense on a straight-line basis over the term of the lease. The right-of-use assets and lease
liability is initially measured at the present value of the future lease payments. The lease payments
are discounted using the interest rate implicit in the lease or, if not readily determinable, using the
incremental borrowing rates in the country of domicile. The lease payments that are not paid at the
commencement date are discounted using the interest rate implicit in the lease. If that rate cannot
be readily determined, which is generally the case for leases in the Company, the lessee’s
incremental borrowing rate is used, being the rate that the individual lessee would have to pay to
borrow the funds necessary to obtain an asset of similar value to the right-of-use asset in a similar
economic environment with similar terms, security and conditions.
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Lease payments included in the measurement of the lease liability comprise
Fixed lease payments (including in-substance fixed payments) payable during the lease term.

The right-of-use assets are initially recognized at cost, which comprises the initial amount of the
lease liability adjusted for any lease payments made at or prior to the commencement date of the
lease plus any initial direct costs less any lease incentives. They are subsequently measured at
cost less accumulated depreciation and impairment losses.

Right-of-use assets are depreciated from the commencement date on a straight-line basis over the
shorter of the lease term and useful life of the underlying asset. Right of use assets are evaluated
for recoverability whenever events or changes in circumstances indicate that their carrying amounts
may not be recoverable. For the purpose of impairment testing, the recoverable amount (i.e., the
higher of the fair value less cost to sell and the value-in-use) is determined on an individual asset
basis unless the asset does not generate cash flows that are largely independent of those from
other assets. In such cases, the recoverable amount is determined for the Cash Generating Unit
(CGU) to which the asset belongs.

Lease liability and ROU asset have been separately presented in the Balance Sheet and lease
payments have been classified as financing cash flows.

Following assumptions are considered for the purpose of Nepal Financial Reporting Standards
(NFRS) — 16: Lease.
Particulars Rate Assumption

10% P.A. | The company has no any borrowing. So, interest
Discount rate rate on fixed deposits is taken as discount rate.

11 Years | Agreement period of lease.

Lease Tenure

Right of Use Assets (ROU):
Particulars Amount (Rs.)

Panipokhari Office

Net Right of Use Assets as at Baisakh 1, 2080 24,682,860
Less: Depreciation for the year (560,974)
Net Right of Use Assets as at Ashad 31, 2080 24,121,886

Other Financial Liabilities:

Particulars At Baisakh 1, Interest Lease Payment At Ashad 31,
2080 Expenses (+) (=) 2080

Lease Liability 24,682,860 617,350 585,420 24,714,789

Total 24,682,860 617,350 585,420 24,714,789
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3.3.

3.3.1.

3.3.2.

3.3.3.

3.4.

Segregation of Financial Liabilities into:

Non- Current Lease Liability:
Particulars Amount (Rs.)

As on Ashad 31, 2080

Lease Liability — Non-Current part 23,594,118
Lease Liability — Current part 1,120,671
Total Lease Liability 24,714,789

Intangible assets

An intangible asset is an identifiable non-monetary asset without physical substance held for use
in the production or supply of goods or services, or for administrative purpose. Inhouse developed
software’s which meets the criteria of intangible assets are recognized as intangible assets.

Basis of recognition
Intangible assets are recognized if it is probable that the future economic benefits that are
attributable to the asset will flow to the entity and the cost of the assets can be measured reliably.

Amortization

Intangible assets amortized over their estimated useful economic life on Straight Line Method.
They are assessed for impairment whenever there is an indication that the intangible asset may be
impaired.

The estimated useful lives for the current and comparative periods are as follows:
Intangibles: 5-15 Years based on nature of assets.

Amortization methods, useful lives and residual values are reviewed at each reporting date.

De-recognition

An intangible asset is derecognized on disposal or when no future economic benefits are expected
from its use and subsequent disposal.

Financial instruments

The company’s principal financial assets comprise assets held at fair value through profit and loss,
assets measured at amortized cost, loans and receivables. The main purpose of these financial
instruments is to generate a return on the investment made by shareholders. The company’s
principal financial liabilities comprise accrued expenses and other payables which arise directly
from its operations.

In accordance with NFRS 9; Financial Instruments: Recognition and Measurement, the company’s
interest receivables are classified and measured at Amortized cost method. Equity securities /
debentures are classified as fair value through profit and loss or Fair Value thorough OCI. The
amount attributable to shareholders is classified as equity and is carried at the redemption amount
being net asset value. Payables are measured at amortized cost.
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3.4.1.

3.4.2.

3.4.3.

Classification

The Company’s investments are classified as fair value through profit or loss, fair value through
OCI and at amortized cost. They comprise:

Financial assets at Amortized Cost

Financial assets whose objective is to collect Contractual Cash flow and Contractual Cash flow
received in specified day includes interest and principal is classified at amortized Cost. These
includes Fixed Deposit investment, staff loans receivable and trade receivable. These are
measured at Amortized cost.

Financial assets and liabilities held at fair value through profit or loss

Financial assets whose objective/ business model is not to collect Contractual Cash flow but to
gain from movement is fair value is classified at fair value through profit or loss. These includes
investment in equity shares. Gain on movement of fair value is charged to statement of profit or
loss.

Financial assets and liabilities held at fair value through OCI

In rare circumstances, financial assets whose objective or business model is not to collect
Contractual Cash flow is classified at fair value through OCI. Investment in equity which are not
regularly traded are classified at fair value through OCI.-The gain/loss on movement in fair value is
charged to OCI. Its tax impact is also charged into OCI. The gain or loss on disposal of investment
classified as fair value through OCI is charged to equity.

Recognition / de- recognition

The company recognizes financial assets and financial liabilities on the date it becomes party to
the contractual agreement (trade date) and recognizes changes in fair value of the financial assets
or financial liabilities from this date.

Investments are derecognized when the right to receive cash flows from the investments have
expired or the company has transferred substantially all risks and rewards of ownership.

Financial liabilities at fair value through profit or loss are derecognized when the obligation specified
in the contract is discharged or expired.

Realized gains and realized losses on de-recognition are determined and are included in the profit
or loss in the period in which they arise. The realized gain is the difference between an instrument’s
cost and disposal amount.

Measurement

Financial assets and liabilities held at fair value through profit or loss
At initial recognition, the company measures a financial asset at its fair value.

Subsequent to initial recognition, all financial assets and financial liabilities at fair value through
profit or loss are measured at fair value. Gains and losses arising from changes in the fair value of
the financial assets or financial liabilities at fair value through profit or loss’ category are presented
in the statement of profit or loss and other comprehensive income within net gains/(losses) on
financial instruments held at fair value through profit or loss in the period in which they arise.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.
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The fair value of financial assets and liabilities traded in active markets is subsequently based on
their quoted market prices at the end of the reporting period without any deduction for estimated
future selling costs. The quoted market price used for financial assets held by the company is the
closing price.

The fair value of financial assets and liabilities that are not traded in an active market are
determined using valuation techniques.

Financial assets measured at amortized cost

Financial assets at this category are measured initially at fair value plus transaction costs and
subsequently amortized using the effective interest rate method, less impairment losses if any.
Such assets are reviewed at the end of each reporting period to determine whether there is
objective evidence of impairment.

If evidence of impairment exists, an impairment loss is recognized in profit or loss as the difference
between the asset’s carrying amount and the present value of estimated future cash flows
discounted at the original effective interest rate.

If in a subsequent period the amount of an impairment loss recognized on a financial asset carried
at amortized cost decreases and the decrease can be linked objectively to an event occurring after
the write-down, the write-down is reversed through profit or loss.

Receivables may include amounts for dividends, interest and trade receivables. Dividends are
accrued when the right to receive payment is established. Interest is accrued at the end of each
reporting period from the time of last payment in accordance with the policy set out in note 2(6)
above.

Receivable are recognized and carried at amortized cost, less a provision for any uncollectable
debts. An estimate for doubtful debt is made when collection of an amount is no longer probable.

Recoverability of receivable is reviewed on an ongoing basis at an individual portfolio level,
Individual debts that are known to be uncollectable are written off when identified. An impairment
provision is recognized when there is objective evidence that the Company will not be able to collect
the receivable. Financial difficulties of the debtor, default payments are considered objective
evidence of impairment. The amount of the impairment loss is the receivable carrying amount
compared to the present value of estimated future cash flows, discounted at the original effective
interest rate.

As at Ashad 31st, 2080

Financial Assets Assets at fair value Assets atamortised | rpy
FVPL FVTOCI costs
Cash and Cash Equivalents - 110,236,480 | 110,236,480
Security Deposits - 1,287,735 1,287,735
LC/TT Margin - 1,531,468 1,531,468
Trade and Other Receivable - 45,402,836 | 45,402,836
Total - 158,458,518 | 158,458,518
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3.4.4.

3.5.

3.6.

. . L Liabilities at fair value Liabilities at
Financial Liabilities EVEL EvToCl e TR (s TOTAL
Employee Benefit Liabilities 1,381,656 1,381,656
Trade and Other Payables 43,127,061 43,127,061
Total 44,508,716 | 44,508,716
As at Ashad 32nd, 2079
Assets at fair value i
Financial Assets Assets atamortised | ppy
FVPL FVTOCI costs
Cash and Cash Equivalents 188,494,743 | 188,494,743
Security Deposits 1,286,628 1,286,628
LC/TT Margin 1,531,468 1,531,468
Trade and Other Receivable 59,569,210 | 59,569,210
Total 250,882,049 | 250,882,049
. L Liabilities at fair value Liabilities at
Financial Liabilities — T amortised costs TOTAL
Employee Benefit Liabilities 1,267,733 1,267,733
Trade and Other Payables 38,489,365 | 38,489,365
Total 39,757,099 | 39,757,099

Offsetting financial instruments

www.sct.com.np 64

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position when there is a legally enforceable right to offset the recognized amounts and there is an
intention to settle on a net basis, or realize the asset and settle the liability simultaneously.

Cash and cash equivalents

For the purpose of presentation in the statement of cash flows, cash and cash equivalents includes
cash at bank.

The carrying amount of cash and cash equivalents are representative of their fair values as at the
respective reporting date.
Trade and other receivables

The trade receivables that fall under the classification of financial instruments are carried at
amortized costs and those other assets that do not fall within the definition are carried at cost.
These instruments are regularly monitored for impairment.

The trade and other receivable are non-interest bearing.

The carrying amount of trade and other receivable approximate their fair values at the respective
reporting dates.
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3.7.

3.8.

3.9.

3.10.

3.11.

3.12.

3.13.

The receivables that are to be settled within a year is classified as current assets and other are
classified as non-current assets.
Prepaid expenses & advances

The Prepaid Expenses & Advances that fall under the classification of financial instruments are
carried at amortized costs and those other assets that do not fall within the definition are carried at
cost. These instruments are regularly monitored for impairment

The fair value of prepayments approximates their carrying value in the statement of financial
position.

The prepayment that are to be settled within a year is classified as current assets and other are
classified as non-current assets.
Share capital

Financial instruments issues are classified as equity when there is no contractual obligation to
transfer cash, other financial assets or issue available number of own equity instruments.
Incremental costs directly attributable to the issue of new shares are shown in equity as deduction
net of taxes from the proceeds.

Share Capital represents the nominal (par) value of ordinary equity shares that have been issued.
Rights, preferences and restrictions attached to equity shares

The company has a single class of equity shares. According, all equity shares rank equally with
regards to dividends and shares in the company’s residual assets. The equity shares are entitled
to receive dividend was declared from time to time.

Distributions

The distributions if any to shareholders are recognized in statement of change in equity. In FY
2079-80, the Board has not proposed any dividend.

Long term loan

The long-term loans are carried at amortized cost using effective interest rate. The installments
payable within 12 months from the date of the reporting period is classified as short-term loan under
current liability.

Other non-current liabilities

Itincludes various advances, deposits and receivables which are not materialized within 12 months
of expiry of fiscal year.

Short term loan

All kinds of overdraft, demand loan, working capital loan, trust receipt loan, cash credit, packing
credit, bills discounted, force loan, the installments of long-term loan and other types of loan
payable within 12 months from reporting date are categorized as short-term loan.

Trade and other payables

Non-financial liabilities are recorded and reported at cost based on legal and constructive obligation
to the Company.
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3.13.1.

3.14.

3.14.1.

3.14.2.

Provisions are recognized when the Company has a present legal or constructive obligation as a
result of past events; it is more likely than not that an outflow of resources will be required to settle
the obligation and the amount can be reliably estimated.

The trade and other payables are non-interest bearing.

The payables that are to be settled within a year is classified as current liabilities

Accrual Staff Expenses

Accrual Expenses liabilities of NPR 345,726 relating to employees yet to be paid.
Provisions and contingencies

Provisions
A provision is a liability of uncertain timing or amount.

Provisions are recognized when the company has a present obligation (legal or constructive) as a
result of as past event, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, and a reliable estimate can be made the amount of the
obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking in to account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, it's carrying amount is determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessment of time value
of money and the risks specific to the liability (when the effect of the time value of money is
material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognized as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.

Contingencies

A contingent liability is a possible obligation that arises from past events and whose existence will
be confirmed only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the company: or the present obligation that arises from past event but
is not recognized because it is not probable that an outflow of resources embodying economic
benefit will be required to settle the obligation: or the amount of obligation cannot be measured with
sufficient reliability.

Contingent liabilities do not warrant provisions but are disclosed unless the possibility of outflow of
resources is remote.

Contingent asset is a probable asset that arises from the past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the company. Contingent assets are neither recognized nor disclosed
in the financial statements. However, contingent assets are assessed continually and if it is virtually
certain that an inflow of economic benefits will arise, the asset and related income are recognized
in the period in which the change occurs.
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3.15.

3.15.1.

3.15.2.

The company has a practice of holding third party blank ATM cards (Debit) on behalf of
customers/clients at the company premises. Though, these cards were sold in the past years, it is
still under the control of company for the purpose of printing of the cards as per the instruction of
the customers. These cards are considered as contingencies for the company. The details of the
ATM cards are as follows:

Particulars Quantity (Pcs)
SCT UPI Co-branded Dual Interface Debit Cards (Blank Cards) 199,927
Income tax

Income tax on the profit for the year comprises current and deferred tax. Income tax is recognized
directly in the statement of profit or loss except to the extent that it relates to items recognized
directly in OCI and equity.

Current tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted
at the reporting date, and any adjustment made to tax payable in respect of previous years. The
amount of current tax payable or receivable is the best estimate of the tax amount expected to be
paid or received that reflects uncertainty related to income taxes, if any.

Current tax assets and liabilities are offset if certain criteria are met.

If the amount already paid in respect of current and prior periods exceeds the amount due for those
periods, the excess is recognized as an asset.

Deferred tax

Deferred tax is recognized in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.

The measurement of deferred tax reflects the tax consequences that would follow the manner in
which the company expects, at the end of the reporting period to cover or settle the carrying amount
of its assets and liabilities.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences
when they reverse, using tax rates enacted or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current
tax liabilities and assets, and they relate to taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets
on a net basis or their tax assets and liabilities will be realized simultaneously.

A deferred tax asset is recognized for unused tax losses, unused tax credits and deductible
temporary differences to the extent that it is probable that the future taxable profits will be available
against which they can be utilized.

Deferred tax liabilities are recognized for all taxable temporary differences that are expected to
increase taxable profit in the future.

The net carrying amount of deferred tax assets is reviewed at each reporting date and is adjusted
to reflect the current assessment of future taxable profits. Any adjustments are recognized in profit
or loss. Deferred tax is calculated applying tax rate at the rate of 25%.
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3.16.

3.17.

3.18.

3.19.

3.20.

3.21.

3.22.

Assets held for sale and discontinued operations

Non-current assets (such as property) and disposal groups (including both the assets and liabilities
of the disposal groups) are classified as held for sale and measured at the lower of their carrying
amount and fair value less cost to sell when: (i) their carrying amounts will be recovered principally
through sale; (ii) they are available-for-sale in their present condition; and (iii) their sale is highly
probable.

Immediately before the initial classification as held for sale, the carrying amounts of the assets (or
assets and liabilities in a disposal group) are measured in accordance with the applicable
accounting policies described above.

Revenue

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
company and the revenue can be reliably measured.

Cost of sales

All the expenses that are directly related to generating revenue are classified as cost of sales.

Income from financial instruments at fair value

Gains and losses arising from changes in the fair value of financial instruments held at fair value
through profit or loss are included in the statement of profit or loss in the period in which they arise.

Gains and losses arising from changes in the fair value through Other Comprehensive Income is
charged to OCI. Once such selection is done the changes in fair value is also charged through
Other Comprehensive Income unless the assets is derecognized. The gain or loss on disposal of
financial instrument measure at fair value through OCl is recognized directly in equity.

Dividends on equity instruments are recognized in the statement of profit or loss within other income
when the Company’s right to receive payment is established.

Realized gain is the difference between the cost price and realized price on the sale of the shares
after deducting the selling expenses.

Unrealized gain is the difference between the cost price and the closing market price available at
the end of the reporting period or the latest trading price if the closing price as on the year end is
not available.

Other income

All the incomes that are not qualified to be classified as revenue is treated as other income.

Administrative expenses

All the general administrative expenses are recognized when the benefit is received by the
company and are not qualified to be classified as cost of sales.

Net finance cost

All the interest expenses against the loans and advances and the unwinding of discount on financial
liabilities are calculated using effective interest rate method.

Interest income comprising of finance income includes interest received from bank.
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3.23.

Interest income is recognized in profit or loss for all financial instruments measured at amortized
cost using the effective interest method.

Net finance cost represents the net off between the interest incomes and interest expenses.

The effective interest method is a method of calculating the amortized cost of a financial asset or
financial liability and of allocating the interest income or interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts throughout the expected life of the financial instrument, or a shorter period where
appropriate, to the net carrying amount of the financial asset or liability. When calculating the
effective interest rate, the Company estimates cash flows considering all contractual terms of the
financial instrument but does not consider future credit losses. The calculation includes all fees
paid or received between the parties to the contract that are an integral part of the effective interest
rate, including transaction costs and all other premiums or discounts.

Impairment

The company assesses at each reporting date whether there is objective evidence that a financial
asset or group of financial assets is impaired. A financial asset or a group of financial assets is
impaired and impairment losses are incurred if, and only if, there is objective evidence of
impairment as a result of one or more events occurring after the initial recognition of the asset (a
loss event), and that loss event (or events) has an impact on the estimated future cash flows of the
financial asset or group of financial assets.

The company also reviews the carrying amount of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss, if any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent
of the impairment loss (if any). When it is not possible to estimate the recoverable amount of an
individual asset, the company estimates the recoverable amount of the cash generating unit to
which the asset belongs. When a reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash generating units, or otherwise they are
allocated to the smallest group of cash generating units for which a reasonable and consistent
basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are
tested for impairment at least annually, and whenever there is an indication that the asset may be
impaired.

Recoverable amount is the higher of fair value less cost to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset or cash generating unit.

If the recoverable amount of an asset (or cash generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash generating unit) is reduced to its
recoverable amount. An impairment loss is recognized immediately in the statement of profit and
loss.

When an impairment loss subsequently reverses, the carrying amount of the asset (or cash
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognized for the asset (or cash generating unit) in prior years. A
reversal of an impairment loss is recognized immediately in the statement of profit and loss.
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3.24.

3.24.1.

3.24.2.

3.25.

3.25.1.

Employee benefits

Defined contribution plan

A defined contribution plan is a post-employment plan under which an entity pays fixed contribution
into a separate entity and will have no legal or constructive obligation to pay further amounts.
Obligations for contributions to defined contribution plans are recognized as an employee benefit
expense in the statement of profit or loss in the periods during which services are rendered by
employees. Employees are eligible for Employees’ Provident Fund Contributions and Gratuity in
accordance with the respective statutes and regulations.

Contributions to defined contribution plans are recognized as an expense in the statement of profit
or loss as incurred.

Employees' provident fund

The company has booked the liability of 10% of the basic salary of each employee as per the
provisions of Labour Act, 2074 to be contributed to Employees’ Provident Fund managed by
government of Nepal.

Gratuity

The new Labour Act 2074 is applicable from Bhadra 19, 2074 which requires payment of minimum
Gratuity of at least 8.33% of basic salary to all staff (equal to one-month salary per year). These
benefits are treated as defined contribution plan and provided accordingly.

The company has booked the liability against gratuity of 8.33% of the basic salary of each employee
as per the provisions of Labour Act, 2074. However, in respect of employees who have served for
more than 12 years, 12.5% of the basic salary has been booked as gratuity liability.

Staff bonus
Staff bonus is provided as per the prevalent practices at ten percent of accounting profit before
staff bonus. The company is in loss so staff bonus has not been set aside.

Risk management

The company’s activities are exposed to a variety of financial risks: market risk (including price risk
and interest rate risk), credit risk and liquidity risk.

The company’s overall risk management program focuses on ensuring compliance with the
company’s investment policy. It also seeks to maximize the returns derived for the level of risk to
which the Company is exposed and seeks to minimize potential adverse effects on the Company’s
financial performance.

The Company uses different methods to measure and mitigate different types of risk to which it is
exposed.

Technological Risk

The company is exposed to the technological risk. This risk generates from chances of technology
being obsolete. The company has tried to mitigate this risk by making regular investment in new
technology and product.
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3.25.2.

3.25.3.

3.25.4.

3.26.

Market risk

Cash flow and fair value interest rate risk
The company is exposed to interest rate risk on financial instruments with variable interest rates.

Financial instruments with fixed rates expose the Company to fair value interest rate risk. The
company’s interest-bearing financial assets expose it to risks associated with the effects of
fluctuations in the prevailing levels of market interest rates on its financial position and cash flows.
The risk is measured using sensitivity analysis.

The company has direct exposure to interest rate changes on the valuation and cash flows of its
interest-bearing assets and liabilities. However, it may also be indirectly affected by the impact of
interest rate changes on the earnings of certain companies in which the company invests and
impact on the valuation of certain assets that use interest rates as an input in their valuation model.

Credit risk

The Company is exposed to credit risk, which is the risk that one party to a financial instrument will
cause a financial loss for the other party by failing to discharge an obligation.

The main concentration to which the company is exposed arises from the company’s investments
in debt securities. However, there is no investment in debt securities.

Credit risk on cash and cash equivalents, other receivable balances.

The company’s management monitor the status of the receivables in a periodical basis as per
necessity. The Company can maximize the returns derived for the level of risk to which the
Company is exposed.

Liquidity risk
Liquidity risk is the risk that the company may not be able to generate sufficient cash resources to

settle its obligations in full as they fall due or can only do so on terms that are materially
disadvantageous.

The company’s principal source of liquidity are cash and cash equivalent and the cash flow that
are generated from operations. The company has no outstanding borrowing. The company believe
that its working capital is sufficient to meet its requirements.

The company has the ability to borrow in the short term to ensure settlement. No such borrowings
have arisen during the period.

The Management monitors the company’s liquidity position on a regular basis.

Valuation hierarchy

Assets and liabilities carried at fair value or for which fair values are disclosed have been classified
into three levels according to the observability of the significant inputs used to determine the fair
values. The Company recognizes transfers between levels of the fair value hierarchy when there
is a significant change in either its principal market or the level of observability of the inputs to the
valuation techniques as at the end of the reporting period.

Level 1 fair value measurements are those derived from unadjusted quoted prices in active markets
for identical assets or liabilities.
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Level 2 valuations are those 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.

Level 3 portfolios are those where at least one input, which could have a significant effect on the
instrument's valuation, is not based on observable market data.
3.26.1. Fair value of financial instruments held at amortized costs

The following table shows the carrying amounts and incorporates the Company's estimate of fair
value of those financial assets and liabilities not presented on the Company's statement of financial
position at fair value but presented at amortized cost.

Fair value of financial assets held at amortized cost

31st Ashadh 2080 Level 1 Level 2 Level 3
Cash and Cash Equivalents 110,236,480 -
Security Deposits 1,287,735 -
LC/TT Margin 1,531,468 -
Trade and Other Receivable - 45,402,836
Total 113,055,682 45,402,836
32nd Ashadh 2079 Level 1 Level 2 Level 3
Cash and Cash Equivalents 188,494,743 -
Security Deposits 1,286,628 -
LC/TT Margin 1,531,468 -
Trade and Other Receivable - 59,569,210
Total 191,312,839 59,569,210

Fair value of financial liabilities held at amortized cost
31st Ashadh 2080 Level 1 Level 2 Level 3
Employee Benefit Liabilities - 1,381,656
Trade and Other Payables - 43,127,061
Total - 44,508,716
32nd Ashadh 2079 Level 1 Level 2 Level 3
Employee Benefit Liabilities - 1,267,733
Trade and Other Payables - 38,489,365
Total - 39,757,099
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3.26.2. Fair value Level 3 disclosures

3.27.

3.28.

The following sets out the basis of establishing fair values of amortized cost financial instruments.
These are not generally traded and there is a significant level of management judgment involved
in calculating the fair values.

Prepaid expenses & advances

These assets are generally with the residual maturity of less than one year. The impact of
discounted cash flows of those assets with maturity period of more than one year is insignificant.
Therefore, the fair value of other assets generally approximates the carrying amount.

Trade receivables

These assets are generally with the residual maturity of less than one year. The impact of
discounted cash flows of those assets with maturity period of more than one year is insignificant.
Therefore, the fair value of other assets generally approximates the carrying amount.

Cash flow statement

The statement of cash flows has been prepared by using the “indirect method” of preparing cash
flows in accordance with the Nepal Accounting Standard — NAS 7 on ‘Statement of cash flows.
Cash and cash equivalents comprise of cash in hand and cash at bank.

Previous Year Figures

Figures in the financial statements are regrouped/re-arranged as necessary for better presentation
of financial statements.

Reclassification in Statement of Financial Position as on 31st Ashad, 2080 (for previous period) as
follows:

Particulars Previously Regrouped | Difference Reasons for
Reported Amount (Rs.) reclassification
Amount (Rs.) | (Rs.)

Non-Current Assets

Property, plant and 150,240,391 65,341,362 84,899,029 | Reclassification due

equipment’s to  disclosure  of
material items on the

Capital Work in Progress - | 84,899,029 (84,899,029) | face of the Financial
Position.

Financial Assets - 1,286,628 (1,286,628) | Deposits held for
more than 1 year are
transferred from trade
and other receivables.
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Particulars Previously Regrouped | Difference Reasons for
Reported Amount (Rs.) reclassification
Amount (Rs.) | (Rs.)

Current Assets

Trade and other 61,356,306 | 59,569,210 1,787,096 | Deposits and running

receivables margin transferred to
financial assets.

Cash and cash equivalents 189,525,743 | 188,494,743 1,031,000 | Short term custom
margin held by bank
are transferred to
trade and other
receivables.

Financial Assets - 1,531,468 (1,531,468) | Running  guarantee
margin are
transferred from trade
and other receivables.
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3.29.

Related party transactions

Disclosure has been made in respect of the transactions in which one party has the ability to control
or exercise significant influence over the financial and operating policies / decisions of the other,
irrespective of whether a price is charged.

The Company identifies following as the related parties under the requirements of NAS 24.

i)  Shareholders having shareholding of 1% or more during the year.

i) Companies represented by the Directors.

i) Directors of the Company and their close family members if any

iv) Key Managerial Personnel and their close family members if any

The details of transactions with related party are given in table below;

> With Board Members and Shareholders

S.N. | Directors Relationship Amount Nature
1 Mr. Suman Pokharel Chairperson 90,000.00 | Meeting Allowance
2 Mr. Mrigendra Pradhan Director 80,000.00 | Meeting Allowance
3 Mr. Khilendra Poudel Director 90,000.00 | Meeting Allowance
4 Mr. Ritesh Lamichhane Director 30,000.00 | Meeting Allowance
5 Mr. Subash Gyawali Director 60,000.00 | Meeting Allowance
6 Ms. Rashmi Pant Director 20,000.00 | Meeting Allowance
7 Mr. Shanta Raj Batas Director 110,000.00 | Meeting Allowance
8 Mr. Manoj Dumaru Shrestha | Alternative Director 10,000.00 | Meeting Allowance
9 Mr. Sushant Chalise Alternative Director 10,000.00 | Meeting Allowance
10 | Mr. Gaurav Manandhar Director till 20,000.00 | Meeting Allowance
11 | Mr. Dinesh Thakali Director till 60,000.00 | Meeting Allowance
12 | Ms. Shanta Shiwakoti Director till 70,000.00 | Meeting Allowance
13 | Mr. Raghu Nath Bhandari Director till 20,000.00 | Meeting Allowance
14 | Prabhu Bank Limited Shareholder and 1,065,341.40 | SaI€ of Goods and
Member Services.
15 | Himalayan Bank Limited pnareholder and 226,000.00 | a1 Of Soods and
16 Srrﬁﬁngevelopment Bank Slr;:(;t;?lder and 1,542.393.50 gzlrc\a/igggoods and
17 | Global IME Bank Limited Shareholder and 18,867,085.68 | SaI€ Of Goods and
Member Services.
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18 | Prabhu Bank Limited Shareholder and 4947048 Interes.,t Income on
Member deposits.

19 Kamana Sewa Bikas Bank Shareholder and 5640,043.43 Interes_t Income on
Limited Member deposits.
Shangri-La Development Shareholder and Interest Income on

e Bank Limited Member SRR T deposits.

21 | Global IME Bank Limited SRS Er Elre 4,785,048.72. | isresintar( @n

Member deposits.
> With Key Management Personnel
S.N. | Name Designation Amount Remarks
1 | Mr. Narayan Prakash Bhuju | Sief Executive e | e ECLE ) S
Officer facility with fuel.

There have been no payment or transactions with the close family member of the directors and

key managerial personnel.

3.30. Events after reporting period

The company monitors and assess events that may have potential impact to qualify as adjusting
and / or non-adjusting events after the end of the reporting period. All adjusting events are adjusted
in the books with additional disclosures and non-adjusting material events are disclosed in the
notes with possible financial impact, to the extent ascertainable.

There are no material events that has occurred subsequent to 315t Ashad 2080 till the signing of
this financial statement other than changes in Board of Directors as follows:

At 31%t Ashad, 2080

Financial Statements approval dated 22"

Kartik, 2080

Suman Pokharel Chairperson Suman Pokharel Chairperson

Rashmi Pant Director Rashmi Pant Director

Khilendra Paudel Director Bikash Kumar Nahata | Director

Subhas Gyawali Director Subhas Gyawali Director

Mrigendra Pradhan Director Mrigendra Pradhan Director

Ritesh Lamichhane Director Ritesh Lamichhane Director

Shanta Raj Batas Independent Director | Shanta Raj Batas Independent Director
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3.31. Tax Assessment

The last tax assessment of the company made by the Inland Revenue Department was for the F.Y.
2075-76 has been completed.

3.32. Impairment

During the year, the company has provided impairment loss on account of receivable from Net
Payment Solution Pvt. Ltd. Amounting to NPR 650,000. Also, there has been a reversal of
impairment amounting to NRs. 92,660/- against impairment done on FY 2076/77 for receivables.
Reconciliation of impairment provision is as follows:

Particulars Amount (Rs.)

Opening Balance of Provision for Impairment Loss — Receivables 36,418,141

Adjustments

a. Amount (reversal of impairment provision) recovered and adjustment (92,660)
from provisioned amount

b. Impairment Provision on receivable 650,000

Closing Balance of Provision for Impairment Loss - Receivables 36,975,481

Date: 8t November, 2023

Place: Kathmandu
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