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AN coce..

An association of legally independent firms

Pratik Khanal & Associates

Independent Auditor’s Report
To

The Shareholders of Margadarshan Saving & Credit Co-operative Limited

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Margadarshan Saving & Credit Co-operative Limited, which comprise of
Statement of Financial Position as at 31 Ashad 2078 (15 July 2021) , Statement of Profit or Loss, Statement of Cash
Flows, Statement of Changes in Equity and Schedules for the period covering 1* Shrawan 2077 to 31 Ashad 2078 (16
July 2020 to 15 July 2021) and notes to financial statement, including summary of accounting policies.

In our opinion, and to the best of our information and according to the explanations given to us, except for the effects of
matter described in Basis for Qualified Opinion of our report, the accompanying financial statements presently fairly, in all
material aspects, the financial position of the Company as at 31 Asad 2078 ( 15 July 2021), and its financial performance,
changes in equity, cash flow statements for the year then ended and a summary of significant policies and other
explanatory information, in accordance with Nepal Accounting Standards and Generally Accepted Accounting Principles.

Basis for Qualified Opinion

1. Loan Loss Provision is calculated on the basis of guidelines provided by Department of Cooperative. Further a circulac
from Department of Cooperative is issued where Loan loss provision can be made by the Cooperative by considering the
status of Poush end of members. Margardarshan Saving and Credit Co-operative Limited has provided a total provision
of Nrs. 6,463,120 whereas the total loan loss provision as per the requirement of Act read together with the circular
amounts to Nrs. 7,823,407 due to which a loan loss provision is not adequately provided. This has understated the
provision by NRs. 1,360,286 resulting in increase in profit by same amount for this period.

2. During the year, cooperative has transferred the unutilized statutory funds created as per the requirements of Cooperative
Act 2074 into general reserve of the company amounting to NRs. 1,090,825. The purpose of these funds which were
created as per the provision of the act was not complied with since these funds were transferred to the general reserve
funds of the company. The funds amounting to NRs. 405,725 from stabilization fund, NRs. 171,725 from Cooperative
Education fund, NRs. 171,725 from Cooperative development fund, NRs. 171,725 from Community development fund
and NRs. 171,725 from other risk bearing funds has been transferred to general reserve fund.

We conducted our audit in accordance with Nepalese Standards on Auditing (NSAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the audit of Financial Statements section of our
report. We are independent of the company in accordance with ICAN’s handbook of code of ethics for professional
accountants together with ethical requirements that are relevant to our audit of financial statements, and we have fulfilled
our other ethical responsibilities in 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 Matter

Except for the matter described in Basis for Qualified Opinion, we have determined that there are no other key audit
matters to be communicated through this report.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
Generally Accepted Accounting Principles and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or error. In
preparing the financial statements, management is responsible for assessing the company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting

do so

Those charged with governance are responsible for overseeing the financial reporting process

Auditor’s Responsibilities for the Audit of the Financial Statements

c,

Q Thapagaun Kathmandu, Nepal ® +977-015186686 (] +977-98512056 ntants *
’ = info@pka.com.np & www.pka.com.np




I =it arfifer wmumor i gouz

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

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

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

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

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

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

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

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

Report on the Other Legal & Regulatory Requirements

We further report that we have obtained information and explanations asked for, which, to the best of our knowledge and
belief, were necessary for the purpose of our audit. In our opinion, the statement of financial position, the statements of
profit or loss and the cash flows have been prepared in accordance with the requirements of the Cooperative Act 2074
and are in agreement with the books of account of the Company; and proper books of account as required by section 74
of the Act. Further Funds as per section 68, 69 and 70 of the act has been created and provided for as per requirement of
Cooperative Act.

To the best of our information and according to explanations given to us and so far appeared from our examination of the
books of account of the Company necessary for the purpose of our audit, we have not come across cases where Board of
Directors or any employees of the Company have acted contrary to the provisions of law relating to the accounts, or
committed any misappropriation or caused loss or damage to the Company relating to the accounts in the Co-operative.
Cooperative has not provisioned in accordance with the requirements of Co-operative Act 2074 which is qualified above
and the co-operative has conducted its business satisfactorily and its transaction was found to be within the scope of its
authority.

CA. Pratik Khanal

Principal

Date: 10 Bhadra 2078
Place: Furtichowk, Bharatpur
UDIN:- 210826CA0109471kCU
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