Siddhartha Investment Growth Scheme-2

Auditor's Report & Financial Statements
for the FY 2079-80 (2022-23)

B.K. Agrawal & Co.

Member Crowe Global
Chartered Accountants

Audit / Tax / Advisory




B.K. AGRAWAL & CoO.

CHARTERED ACCOUNTANTS
MEMBER CROWE GLOBAL

Saraswati Vatika

122 Pannahiti Marg,

Sifal - Ward No. 7

P.O. Box 3761, Kathmandu, Nepal,
Tﬁ+9??4-4581865.4567694,456?568
E: bkag@crowe.com.np

W: www.crowe.com/np

Independent Auditors’ Report

to the Stakeholders' of

"Siddhartha Investment Growth Scheme - 2"

Opinion

We have audited the accompanying financial statements of M/s Siddhartha Investment Growth
Scheme - 2, which comprise Statement of Financial Position as at Ashad 31, 2080 (July 16, 2023),
Statement of Profit or Loss, Statement of Cash Flows and Statement of Changes in Equity, for the year
then ended, and the Significant Accounting Policies and explanatory information dealt with by this

report.

In our opinion, the accompanying financial statements read together with Significant Accounting Policies

and Notes

to the Accounts, present fairly, in all material respects, the financial position of the Scheme
as on Ashad 31, 2080 (July 16, 2023),

its financial performance and its cash flows for the year then

ended in accordance with Nepal Financial Reporting Standards (NFRS).

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 Auditors' Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Entity 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 fulfiled our other ethical

responsibilities in accordance with these requirements and the ICAN's Handbook of Code of Ethics for
Professional Accountants. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Issues

Our Approach

Investment Valuation:

The investment portfolio consists
of listed and unlisted equities,
including IPO  equities. The
investments are classified and
valued in compliance with NFRS
9.

The investments are stated as
per the provisions stated on the
Mutual Fund regulations and
guidelines and valuation policy
set out by Siddhartha Mutual
Fund Investment Policy, 2022.

a) Review of the investment portfolio and its valuation, cross-
reference against Nepal Stock Exchange close price as on 16"
July, 2023,

b) Assessed the valuation of allotted but unlisted IPO investment
using management's valuation sheet.

c) Evaluated the value of unlisted investments, referencing the
Net Asset Values (NAVs) on the respective websites

d) Assessed the nature of expected cash flow of the investment
as well as the business model adopted by the management on
the basis of available evidences and ensured the classification of
investment is correct with the nature of cash flow and
management intention of holding the investments.

Income Recognition:

Income includes income from
interest from bank deposits with
bank and financial institutions
and capital gain and dividend
income from Investments made
on securities and other incomes.

Our procedures included, among the others:
- analysis of the internal control environment with respect to the
recognition and presentation of revenue recognition i.e. interest,
dividend and capital gains.

- Assessment of revenue recognition policy adopted by the
company in compliance with relevant accounting standards;

- assessment of the basis for the interest rate of interest income,
including automatic controls in the Scheme's IT systems,

- Checking the revenue stream individually with manual
calculations based on the relevant documents
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B.K. Agrawal & Co.
Chartered Accountants

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

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Nepal Financial Reporting Standards (NFRS), 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 Scheme's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Scheme or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Scheme's financial reporting
process.

Auditors’ Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 decision of users taken on the
basis of these financial statements.

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

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

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

* Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

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

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.
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B.K. Agrawal & Co,
Chartered Accountants

Report on Other Legal and Regulatory Requirements
On the basis of our examination, we would like to further report that:

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

ii. In our opinion, proper books of account as required by law have been kept by the Scheme so
far as appears from our examination of such books:

iii. In our opinion, the Statement of Financial Position, Statement of Profit or Loss, Statement of
Cash Flows and Statement of Changes in Equity with Explanatory Notes dealt with by this

iv. In our opinion, so far as appeared from our examination of the books, the business of the
Scheme has been conducted satisfactorily; and

have acted contrary to legal provisions relating to accounts, or committed any misappropriation
or caused loss or damage to the Scheme or committed any accounting frauds in the Scheme.

PRy

Partner
Kathmandu For: B.K. Agrawal & Co.
Date: 2080.04.32 Chartered Accountants

UDIN: 230820CA00103A4IsQ
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Siddhartha Mutual Fund
(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2
Fund Manager & Depository: Siddhartha Capital Limited

Statement of Financial Position
As at Ashadh 31, 2080 (July 16, 2023)

Cash & Cash Equivalents 1 177,674,681 132,862,160
Other Financial Assets 2 1,988,340 9,154,275
Financial Assets at Fair Value through Profit/Loss 3 998,067,473 1,042,238,969
Financial Assets at Amortized Cost 4 114,502,959 144,002,959
Total Assets 1,292,233,454 1,328,258,363

Liabilities
Current Liabilities 5 8,858,848 6,417,922
Total Liabilities 8,858,848 6,417,922
Equity
Unit Holder's Capital 6 1,200,000,000 1,200,000,000
Reserves and Surplus 7 83,374,606 121,840,441
Total Equity 1,283,374,606 1,321,840,441
| Total Capital & Liabilities 1,292,233,454 1,328,258,363
NAV Per Unit I | 10.69 | 11.02 |
Significant Accounting Policies 12
Notes to Accounts 13

Schedules 1 to 13 form Integral part of Financial Statements

On Behalf of Siddhartha Capital Limited
(Fund Management Company)

k ( L]
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Rupesh Raut Mukti Nath Subedi Sandeep' Karki
Head, Finance & Operations Chief Operating Officer Chief Executive Officer
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Rahul Agrawal Mohit Kedia
Director Chairman

of-

Rishi Raj Gautam
Independent Director

As per our attached report of even date
On Behalf of B.K. Agrawal & Co.,
Chartered Accountants

Kirdn Thapa
Independent Director

Date: August 17, 2023
Place: Kathmandu, Nepal



Siddhartha Mutual Fund

(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2
Fund Manager & Depository: Siddhartha Capital Limited

Statement of Profit or Loss
For the period from Shrawan 1, 2079 to Ashadh 31, 2080

1. Income 70,727,025 239,551,466 |

1.1 Realised Income 8 70,716,066 239,416,837

1.2 Unrealised Income 9 10,959 134,629
2. Expenses 22,267,909 30,184,584

2.1 Annual Regular Expenses 10 22,267,909 30,184,584
Realised Profit / (Loss) 48,459,116 209,366,882
Net Unrealised Gain/(Loss) from Financial Assets Held at Fair
Value through Profit or Loss (FVTPL) 11 33,075,049 (656,608,354)
Net Profit/ (Loss) for the period 81,534,165 (447,241,472)
Schedules 1 to 13 form Integral part of Financial Statements
On Behalf of Siddhartha Capital Limited
(Fund Management Company)

Rupesh Raut Mukti Nath Subedi Sandeep Karki
Head, Finance & Operations Chief Operating Officer Chief Executive Officer
ot
/ 2 ‘J\ :
Rahul Agrawal Mohit Kedia
Director Chairman
As per our attached report of even date
Rishi Raj Gautam On Behalf of B.K. Agrawal & Co.,
Independent Director Chartered Accountants

LMl P.K. Swarnkar, FCA
) St Partner
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Independent Director

Date: August 17, 2023
Place: Kathmandu, Nepal




Siddhartha Mutual Fund

(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2
Fund Manager & Depository: Siddhartha Capital Limited

Statement of Cash Flow
For the period from Shrawan 1, 2079 to Ashadh 31, 2080

A. Cash Flows From Operating Activities 135,312,521 159,446,682
1. Cash Receipts 70,727,025 239,551,466
1.1 Interest Income from Financial Asset at Amortized Cost 16,396,577 14,121,162
1.2 Dividend Income from Financial Assets at FVTPL 7,866,721 3,662,526
1.3 Unrealised Income 10,959 134,629
1.4 Interest Income from Financial Asset at FVTPL 46,452,768 221,619,036
1.5 Other Income - 14,114
2. Cash Payments 22,267,909 30,184,584
2.2 Annual Regular Expenses 22,267,909 30,184,584
Cash Flows before Changes in Working Capital 48,459,116 209,366,882
(Increase)/Decrease in Current Assets & Securities 84,412,480 (46,820,021)
Increase/(Decrease) in Current Liabilities 2,440,925 (3,100,179)
B. Cash Flows From Investing Activities 29,500,000 (30,690,672)
1. (Increase)/Decrease in Investments 29,500,000 (30,690,672)
C. Cash Flows from Financing Activities (120,000,000) (360,000,000)
1. Increase/(Decrease) in Unit Holder's Capital = :
2. Dividend Paid (120,000,000) (360,000,000)
D. Income/Expenses from changes in exchange rate on Cash
and Bank Balances ) o
E. Prior period adjustment: Bond Interest - -
F. Net Cash Flow For The Year from all activities (A+B+C+D) 44,812,521 (231,243,989)
G. Opening Cash and Bank Balance 132,862,160 364,106,150
H. Closing Cash and Bank Balance 177,674,681 132,862,160

On Behalf of Siddhartha Capital Limited
(Fund Management Company)

Rupesh Raut
Head, Finance & Operations

UL

Rahul Agrawal
Director

o i

Mukti Nath Subedi
Chief Operating Officer

Independent Directo

et
Kirén Thapa

Independent Director

Date: August 17, 2023
Place: Kathmandu, Nepal

Sandeep Karki
Chief Executive Officer

oW\

Mohit Kedia

Chairman

" As per our attached report of even date
st On Behalf of B.K. Agrawal & Co.,
Chartered Accountants

X

P.K. Swarnkar, FCA
Partner
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Siddhartha Mutual Fund
(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2
Fund Manager & Depository: Siddhartha Capital Limited
As at Ashadh 31, 2080 (July 16, 2023)

Schedule 2: Other Financial Assets

Amount receivable from Brokers
Dividend Income Receivable
Interest Income Receivbale
IPO/Auction/Right

Other Receivable

4,172,226
174,749

219,126 |
326,030
1,443 184

4,807,300

Total 1,988,340 9,154,275 |
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Siddhartha Mutual Fund

(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2

Fund Manager & Depository: Siddhartha Capital Limited

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

Schedule 4: Financial Assets at Amortized Cost

Investment in Fixed Deposits

88,000,000

120,000,000

Investment in Bond and Debenture 26,492,000 23,992,000
Interest Income Receivable 10,959 10,959
Total 114,502,959 144,002,959

Schedule 4(A): Investment in Fixed Deposits

Muktinath Bikas Bank Limited

35,000,000
Shine Resunga Development Bank Limited - 10,000,000
Siddhartha Bank Limited = 10,000,000
Garima Bikas Bank Limited - 5,000,000
Kamana Sewa Bikas Bank Limited 20,000,000 20,000,000
ICFC Finance Limited 20,000,000 20,000,000
Mahalaxmi Bikas Bank Limited 15,000,000 20,000,000
Shine Resunga Development Bank Limited 15,000,000 -
Garima Bikas Bank Limited 5,000,000 -
Manju Shree Finance Limited 3,000,000 -
Reliance Finance Limited 10,000,000 -
Total 88,000,000 120,000,000

Schedule 4(B): Investment in Bond & Debenture

benture 2085

/000,000 |

10.25% Prabhu Bank Debenture 2086 2,500,000 2,500,000
10% Laxmi Bank Debenture 2086 2,500,000 2,500,000
10.25% KBL Debenture 2086 5,000,000 5,000,000
10.35% ADBL Debenture 2083 1,307,000 1,307,000
12% ICFC Debenture 2083 400,000 400,000
12% Goodwill Debenture 2083 833,000 833,000
10% Nepal SBI Bank Debenture 2086 500,000 500,000
10.25% Citizen Debenture 2086 952,000 952,000
10% Prime Debenture 2088 5,000,000 5,000,000
10.5% Himalayan Bank Ltd Bond 2086 2,500,000 -
Total 26,492,000 23,992,090

h g




Siddhartha Mutual Fund
(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2
Fund Manager & Depository: Siddhartha Capital Limited
As at Ashadh 31, 2080 (July 16, 2023)

Schedule 5: Current Liabilities

Payable to Broker 210,343 |

TDS Payables 110,918 132,554
Fund Management, Depository and Supervisor fee Payable 5,371,062 6,169,539
Audit Fee Payable 83,625 83,625
Provision for Reporting Expenses 29,000 27,204
Provision for Audit Expenses 5,000 5,000
Provision for Right Share 3,048,900 -
Total 8,858,848 6,417,922

Schedule 6: Unit Holder's Capital

Seed Capital Investment of Siddhartha Bank Limited ke 210,000,000

210,000,000

Seed Capital Investment of Siddhartha Capital Limited 43,359,700 43,359,700
Capital Raised from General Public 946,640,300 946,640,300
Total 1,200,000,000 1,200,000,000

Schedule 7: Reserves and Surplus

1. Accumulated Profit/ Loss

1.1. Realised Profit / (Loss) 172,013,767 243,554,651
1.2. Unrealised Profit / (Loss) (88,639,161) (121,714,210)
Total 83,374,606 121,840,441
wig W ‘ ’
r,.r’/‘ - : .

iddhartha
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Siddhartha Mutual Fund
(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2
Fund Manager & Depository: Siddhartha Capital Limited
For the period from Shrawan 1, 2079 to Ashadh 31, 2080

Schedule 8: Realised Income

Interest Income from Financial Asset at Amortized Cost 14,121,162 |

Dlvn.'jend Income from Financial Assets at Fair value through 7,866,721 3,662,526

Profit or Loss

:fl[:_iizm/wss from Financial Assets at Fair value through Profit 46,452,768 221,619,036

Other Income - 14,114
Total 70,716,066 239,416,837

Schedule 9: Unrealised Income

Dividend Income Accrued R - pa o 123,670 |
Interest Income Accrued 10,959 10,959

134,629




Siddhartha Mutual Fund
(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2
Fund Manager & Depository: Siddhartha Capital Limited
For the period from Shrawan 1, 2079 to Ashadh 31, 2080

Schedule 10: Annual Regular Expenses

NEPSE Listing Fee

50,000 |

50,000 |

Credit Rating Expenses 196,679 302,656
AMC of Software 20,000 20,000
Reporting Expenses 163,822 165,886
Scheme Audit Fee 84,750 84,750
Fund Management & Depository Fee 20,523,686 28,215,548
Fund Supervisor Fee 963,854 1,075,826
Other Expenses 15,678 20,478
PCS Software Annual Charge 99,440 99,440

Total 22,267,909 30,184,584

Schedule 11: Net Unrealised Gain/(Loss) from Financial Assets Held at Fair Value through Profit
or Loss (FVTPL)

1. Secondary Market Value Appreciation

(88,496,398)

(122,292,233)

Less: Unrealised income upto previous year (121,714,210) 534,894,144
2. IPO/Right/Bonus Value Appreciation (142,763) 578,023
Total 33,075,049 (656,608,354) |
I




Accounting Policies and Notes to Accounts
Siddhartha Investment Growth Scheme 2 of F/Y 2079/80

Siddhartha Mutual Fund

(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2
Fund Manager & Depository: - Siddhartha Capital Limited
As at Ashadh 32, 2080 (16 July 2023)

Schedule: 12 - Significant Accounting Policies

1'

Overview of the Scheme

Siddhartha Mutual Fund is the first Mutual Fund in Nepal registered with Securities Board of
Nepal (SEBON) as per Mutual Fund Regulations, 2010. Siddhartha Bank Limited (SBL) is the
Fund Sponsor and Siddhartha Capital Limited (SCL) a subsidiary of SBL is the Fund Manager
and Depository of the fund.

As the fund manager and depository, SCL shall ensure management of the schemes
operated under Siddhartha Mutual Fund along with its depository functions. The registered
office of SCL is situated at Narayanchaur Naxal, Kathmandu.

There are five Fund Supervisors of Siddhartha Mutual Fund as per Mutual Fund Regulations,
2010 namely Dr. Ram Krishna Timilsina, Mr. Bishow Prakash Pandit, Mr. Radha Krishna
Poudel, Mr. Pratap Prasad Pradhan and Mr. Surya Prasad Bhandari.

The fourth scheme of the Siddhartha Mutual Fund, Siddhartha Investment Growth Scheme-
2 (SIGS-2) started its operation from Bhadra 09, 2076 (August 26, 2019). SIGS-2 is a close
end scheme with base fund size of NPR. 1,200 million and maturity period of 10 years (i.e.
Bhadra 09, 2076 - Bhadra 08, 2086). It was listed in NEPSE on Ashoj 08, 2076 (September
25, 2019) with stock symbol “SIGS2”.

The Scheme’s Financial Statements for FY 2079/80 were approved by the Board of Directors
(BoDs) of SCL, being the Fund Management and Depository Company for the Siddhartha
Mutual Fund by BOD meeting dated August 17, 2023 (32" Shrawan 2080).

SIGS-2 has obtained withholdee PAN on Poush 2, 2078 and its PAN number is 201386907.

Basis of Preparation of Financial Statement and Significant Accounting Policies
The principle accounting policies adopted in preparation of financial statements which have
been consistently applied unless otherwise stated.

2.1 Statement of Compliance
The Financial Statements have been prepared in accordance with Nepal Financial
Reporting Standards comprising of Nepal Financial Reporting Standards and Nepal
Accounting Standards (hereafter referred as NFRS), laid down. by the Institute of
Chartered Accountants of Nepal to the extent applicable and in compliance with the
requirements of Securities Act, 2063; Mutual Fund Regulations, 2010; and Mutual Fund
Guidelines, 2012,

ANC
, A a2 &U
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Accounting Policies and Notes to Accounts
Siddhartha Investment Growth Scheme 2 of F/Y 2079/80

2.2 Basis of Preparation
The Financial Statements are in conformity with Nepal Financial Reporting Standards
(NFRS) i.e. the financial statements are prepared on the basis of fair value
measurement of assets and liabilities. The management has prepared the financial
statement on an orderly realization basis.

2.3 Functional and Presentation Currency
The Financial Statements are presented in Nepalese Rupees (NPR) and is the functional
and presentation currency of the fund. Financial information presented in financial
statement are rounded to the nearest Nepalese Rupees and has been shown in actual
figure, unless otherwise stated.

2.4 Net Asset Value (NAV)

The Net Asset Value (NAV) calculation is done on the basis of market value of the total
investment plus other current assets and deducting the same by the current liabilities
in compliance with Mutual Fund Regulations and Guidelines. The Net Asset Value is
calculated on per unit basis in weekly and monthly periods and the same is published
on SCL website: www.siddharthacapital.com. Net Assets value (NAV) includes unit
holder’s fund, realized gain and unrealized gain. The total value of NAV is reflected as
Equity in statement of financial position.

2.5 Cash & Cash Equivalents
Cash and Cash Equivalents include cash in hand, balances with banks and money at
call and at short notice. These are subject to insignificant risk of changes in their fair
value. The detail of cash balance on various financial institutions are listed below:

Particular Amount

Siddhartha Bank Limited 91,044,137
Himalayan Bank Limited 490,564
Shine Resunga Development Bank Limited 7,868,926
Kamana Sewa Bikas Bank Limited 23,230,900
Garima Bikas Bank Limited 8,629,080
Nepal Investment Mega Bank Nepal Limited 385,683
Mahalaxmi Bikas Bank Limited 5,759,429
Global IME Bank Limited 22,149
Jyoti Bikash Bank Limited 5,850,207
Kumari Bank Limited 39,335
Prime Commercial Bank Limited 113,069
Citizen Bank International Limited 41,334
Shangri-La Development Bank Limited 2,867,527
NIC Aisa Bank Limited 244,006
Muktinath Bikas Bank Limited 20,664,784
Everest Bank Limited 16,068
Reliance Finance limited 297,958
Manjushree finance limited 10,109,526
Total 177,674,681

V2
/




Accounting Policies and Notes to Accounts
Siddhartha Investment Growth Scheme 2 of F/Y 2079/80

2.6 Financial Instruments
The Fund’s principal financial assets comprises of Assets held at fair value through profit
and loss, Assets measured at Amortized cost, other financial assets and cash and cash
equivalents. The main purpose of these financial instruments is to generate a return on
the investment made by unit holders. The Funds’ principal financial liabilities comprises
of accrued expenses and other payables which arise directly from its operations.

In accordance with NFRS-9; Financial Instruments: Recognition and Measurement, the
Fund’s prepaid, advances and receivables are classified as ‘Other Financial Assets’,
Equity securities are classified as fair value through profit and loss. Debentures and
Fixed Deposits are classified as assets measured at amortized cost. The amount
attributable to unit holders is classified as equity and payables are designated as ‘other
financial liabilities’ at amortized cost.

a. Classification

i. - Financial Assets measured at amortized cost

Held to Maturity Financial Assets are non-derivative financial assets with fixed or
determinable payments and fixed maturities which the fund has the intention and ability
to hold to maturity. After the initial measurement, held to maturity financial
investments are subsequently measured at amortized cost using the effective interest
rate, less impairment. The amortization is included in ‘realized interest income’ in the
Statement of Profit or Loss. The losses arising from impairment of such investments
are recognized in the Statement of Profit and Loss.

Receivables

Receivables are non-derivative financial assets with fixed or determinable payments
and fixed maturities that are not quoted on an active market. Receivables mainly
represent payment made for applying right shares, dividend receivable from investment
and receivable from brokers for sale of shares.

ii. Financial instruments classified at fair value through profit or loss
Financial assets, held for trading are recorded in the statement of financial position at
fair value. Changes in fair value are recognized through profit or loss. This classification
includes quoted equity securities held for trading. The dividend income from the quoted
equity securities is recorded in the profit or loss.

b. Recognition / De- recognition
All financial assets and liabilities are initially recognized on the trade date, i.e. the date
on which the fund becomes a party to the contractual provisions of the instrument. This
includes ‘regular way trade’. Regular way trade means purchases or sales of financial
assets that required delivery of assets within the time frame generally establis
regulations or convention in the market place.

Investments are derecognized when the rights to receive cash flo

of ownership.

A financial liability is derecognized when the obligation under the liability is
or cancelled or expired.



Accounting Policies and Notes to Accounts
Siddhartha Investment Growth Scheme 2 of F/Y 2079/80

Realized gains and realized losses on de-recognition are determined using the weighted
average method 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 weighted average cost and
disposal amount.

Cost of purchase of instruments includes transaction cost on such purchases, while
disposal value is calculated net of transaction cost involved on such disposal.

c. Measurement

i. Financial Assets measured at amortized cost

Assets 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.

il. Financial assets and liabilities held at fair value through profit or loss
At initial recognition, the Fund measures a financial asset at its fair value including
transaction costs of those financial assets.

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 and loss 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.

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 Fund 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.

Further details on how the fair values of financial instruments are determined are
disclosed in point 2.9 of this Schedule.
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d. Offsetting financial instruments

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.

2.7 Realized Income

Realized income includes income from interest from bank deposits with bank and
financial institutions and capital gain and dividend income from Investments made on
securities and other incomes.

» Dividend income is recognized as realized when right to receive is established.

> Profit or loss on sale of investments is recognized on trade date. The cost of
investments sold is determined on “weighted average cost basis”.

> Interest on interest bearing and other fixed income investments is recognized as
realized as and when such interest income becomes accrued as it is earned.

» Other income of miscellaneous nature is accounted for when it is probable that the
economic benefits associated with the transactions will flow to the entity.

2.8 Unrealized Income

2.9

2.10

Unrealized incomes are the income that are booked based upon the valuation gain from
the investments made on securities, both on secondary market as well as on primary
market. Unrealized appreciation/depreciation, on marking the investments is
recognized on the balance sheet date and accordingly reckoned for determination of
net surplus/deficit for the period. Also, the following income is recognized as unrealized
as stated:

> Interest on interest bearing accounts (call accounts) and other fixed income
investments (Fixed Deposit and Debenture) is recognized on a day-to-day basis as
it is accrued. Interest on call accounts is booked based on the interest rates
provided by the bank on a regular interval.

» On purchase of fixed income investments, interest paid for the period from the last
interest due date up to the date of purchase is not treated as a cost of purchase
but is treated as interest recoverable. Similarly, interest received at the time of
sale for the period from the last interest due date up to the date of sale is not
treated as part of sale value but is treated as interest recovered.

These incomes are directly credited to the Unrealized Profit/ (Loss) as a fund which
shall not be used for return distribution or other related purposes.

Expenses
All expenses are accounted on an accrual basis.

Valuation of Investments

and guidelines and valuation policy set out by Siddhartha Mutual Fund
Policy, 2022. Accordingly, investments have been valued as follows:

a. Investments are accounted for on trade date and off-market transactions including
acquisitions through private placement/ private treaty are accounted when scheme
obtains the enforceable obligation/right.




Accounting Policies and Notes to Accounts
Siddhartha Investment Growth Scheme 2 of F/Y 2079/80

2.11

b. Cost of investments includes brokerage, transaction charges, and any other charge
customarily included in the broker’s note.

c. Equities which are traded frequently shall be valued at closing market price.

d. Equities which are not traded frequently i.e. which are listed but not transacted for
more than 30 days and trading has been suspended including merger and
acquisition shall be valued at 180 days closing average price as provided by NEPSE.

In case where 180 days closing average price of ordinary shares is not found in
NEPSE, then price shall be taken at cost of acquisition or last found 180 days closing
average price whichever is lower,

e. In case of Promoter Shares, where 180 days closing average price is not found in
NEPSE, then price shall be taken at 50% of the publicly traded share price for
promoter shares that are not traded publicly and in case of publicly traded promoter
share, price shall be taken at cost of acquisition or last found 180 days closing
average price whichever is lower.

f. IPO investments are valued as advance for application amount till allotment at exact
amount applied for.

After allotment of IPO till listing or if listed but not traded, IPO investment are valued
using valuation model which is the value derived from sum of 50% of latest Net
Worth published by the company and 50% based on the earning capitalization,
based on the projections of the company by considering latest interest rate of the
government bonds as discount factor.

However, IPO issued at premium and through book building shall be valued at issue
price and awarded bid price respectively.

g. In case of right shares announcement, if the management has an intention to apply
for right shares, investments shall be valued with increase in corresponding units
eligible for right share on ex-book close date and subsequent amount shall be
booked under provision for the amount to be invested for right shares, until the
right is issued. The eligible right share shall be valued based on market price.

h. 1Incase of auction shares, investments are valued as advance for application amount
till allotment at exact amount applied for. Further, after allotment till listing, the
valuation shall be done based on market price.

I. In case of bonus shares, valuation shall be done based on market price after the
book close date.

j. Bonds, Debentures and Treasury Bills shall be valued at cost of acquisition,

k. Bank Deposit shall be valued considering all the accrued interest for the period.

I Other market instruments/investments are valued at cost of acquisition. m<
V—

Provisions I
Provisions are created when there is a present obligation as a result of past \'fg sattrlgat
probably requires an outflow of resources and a reliable estimate can be \:-t'-; 3

amount of the obligation. fL\

-ddhar
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Siddhartha Mutual Fund
(A Mutual Fund Registered by Siddhartha Bank Limited under Mutual Fund Regulations, 2010)

Siddhartha Investment Growth Scheme 2
Fund Manager & Depository: - Siddhartha Capital Limited
As at Ashadh 32, 2080 (16 July, 2023)

Schedule: 13 - Notes to the Accounts

1 Unit Holder’s Capital

Unit Ownership Detail | Status % Unit Capital

Siddhartha Bank Limited Fund Sponsor 17.50% 210,000,000
Siddhartha Capital Limited | Fund Manager & Depository | 3.61% 43,359,700
General Public 78.89% 946,640,300
Total 100% | 1,200,000,000

2 Reserve and Surplus
Reserve and Surplus comprises of net realized income of NPR. 172,013,767 (NPR, One
Hundred Seventy-Two Million Thirteen Thousand Seven Hundred Sixty-Seven Only) and
net unrealized loss of NPR. 88,639,161 (NPR. Eighty-Eight Million Six Hundred Thirty-
Nine Thousand One Hundred Sixty-One Only).

3 Income Tax
Section 10 of Income Tax Act 2058 has prescribed Mutual Funds as non-taxable entity.
Accordingly, no income tax has been provided. Similarly, no income tax return is
required to be submitted according to section 96 of the said act.

4 Compliance relating to Investment Threshold
Investment threshold of Mutual Fund Regulations, 2010 has been complied throughout
the fiscal year and as on Ashad End 2079.

5 Use of estimates
The Fund makes estimates and assumptions that affect the reported amounts of assets
and liabilities within the next financial year. Estimates are continually evaluated and
based on historical experience and other factors, including expectations of fu LrE-EY
that are believed to be reasonable under the circumstances. A

6 Fair value measurement

recurring basis: erog oS
The Fund has no assets or liabilities measured at fair value on a non-recurring—Basis in
the current reporting period:

NFRS 13 requires disclosure of fair value measurements by level of the following fair

value hierarchy;

| ’ Y

" Vi &.'h sji,.u'x\ i\ e . .
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(a) Quoted prices (unadjusted) in active markets for identical assets or liabilities
(level 1);

(b) Inputs other than quoted prices included within level 1 that are observable for
the asset or liability, either directly or indirectly (level 2); and

(c) Inputs for the asset or liability that are not based on observable market data
(unobservable inputs) (level 3).

I. Fair value in an active market (level 1)

The fair value of financial assets and liabilities traded in active markets is based on their
quoted market prices at the end of the reporting period without any deduction for
estimated future selling costs.

A financial instrument is regarded as quoted in an active market if quoted prices are
readily and regularly available from NEPSE and are traded frequently.

ii. Fair value in an inactive or unquoted market (level 2 and level 3)

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

The Fund values its investments in accordance with the accounting policies set out in
Note 2.9 to the financial statements. For the majority of its investments, the Fund relies
on information provided by independent pricing services for the valuation of its
investments.

Fund Management, Depository and Supervisor Fee
Fund management, Depository and Supervisor Fee are calculated and recognized as per
the Mutual Fund Regulations 2010. The fund management and depository fee has been
calculated at the rate of 1.50% and 0.2% respectively of Quarterly Average of Weekly
Gross NAV. The total fees charged during the period are as follows:

Fund Management Fee Depository Fee Supervisor Fee
NPR. 18,109,134.75 NPR. 2,414,551.30 NPR. 963,854.11

Reconciliation Status
The Bank Account has duly been reconciled.
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9 Summary of concentration of Sectoral Investment including IPO/Bonus/

Right Share:

| mmercial Banks

; 9.3'%

347,563,119 | 33.60%
Development Banks 63,240,712 | 6.34% 4.88%
Finance Companies 5,213,184 | 0.52% 0.00%
Hotels 1,355,439 0.14% 0.63%
Hydro 91,910,517 9.21%% 6.49%
Investment 10,437,344 1.05% 0.00%
Life Insurance 169,325,265 | 16.97% 14.17%
Manufacturing And Processing 46,687,931 4.68% 4.00%
Microfinance 110,568,518 | 11.08% 19.79%
Mutual Fund 39,202,500 5.15% 0.00%
Non-Life Insurance 103,304,730 | 10.35% 7.00%
Others 4,182,851 0.42% 3.78%
Trading 5,075,364 0.51% 0.00%
Total 998,067,473 100% 100%

10 Net Assets Attributable to Unit Holders (Equity)

Each unit represents a right to an individual share in the Fund and does not extend to a
right to the underlying assets of the Fund. There are no separate classes of units and
each unit has the same rights attaching to it as all other units of the Fund. The Fund
considers its net assets attributable to unit holders as capital (which includes unit
holder’s fund, realized and unrealized gain), notwithstanding net assets attributable to
unit holders are classified as a liability. The amount of net assets attributable to unit
holders can change significantly on a daily basis as the Fund is subject to daily changes
in Market Price of Shares at Nepal Stock Exchange.

NAV as on reporting date is NPR. 10.69.

11 Distributions
The distributions to Unit holders are recognized in statement of changes in equi

12 Related Party Transaction:

Related Parties

a. Fund Sponsor: Siddhartha Bank Limited

b. Fund Manager and Depository: Siddhartha Capital Limited, a subsidiary of the=fusd
sponsor.

c. Fund Supervisors:
i, Dr. Ram Krishna Timilsina
ii. Mr. Bishwo Prakash Pandit
iii. Mr. Radha Krishna Poudel
iv. Mr. Pratap Prasad Pradhan A
V. Mr. Surya Prasad Bhandari

ks T e B
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d. Shareholders holding substantial interest in the Fund Management Company:
i. Siddhartha Bank Limited

e. Subsidiaries of Major Shareholders of Fund Management Company with whom
transacted
i. None

f. Key Management Personnel
i. None

The Scheme has entered into transactions with related parties which are required to be
disclosed in accordance with Accounting Standard - on ‘Related Party Disclosures’.

The transactions entered into during the year with the related parties are as under:

i.  Unit Holding of Siddhartha Bank Limited amounts to NRs. 210,000,000 (NPR. Two
Hundred Ten Million Only).

ii. Unit Holding of Siddhartha Capital Limited amounts to NRs. 43,359,700 (NRR. Forty
-Three Million Three Hundred Fifty-Nine Thousand Seven Hundred Only).

iii. Siddhartha Investment Growth Scheme 2 have earned interest amounting to NPR.
1,728,100.07 (NPR. One Million Seven Hundred Twenty-Eight Thousand One
Hundred & 07/100 Only) from Siddhartha Bank Limited.

iv. Fund Management and Depository Fee incurred by Siddhartha Investment Growth
Scheme-2 to Siddhartha Capital Limited amounts to NPR. 20,523,686 (NPR. Twenty
Million Five Hundred Twenty-Three Thousand Six Hundred Eighty-Six Only).

V. Supervisor Fee incurred by Siddhartha Investment Growth Scheme 2 to Fund
Supervisors amounts to NPR. 963,854 (NPR. Nine Hundred Sixty-Three Thousand
Eight Hundred Fifty-Four Only). Detail of transaction is as below:

al

Dr. Ram Krishna Timilsina 229,489
Mr. Bishwo Prakash Pandit 183,591
Mr. Radha Krishna Poudel 183,591
Mr. Pratap Prasad Pradhan 183,591
Mr. Surya Prasad Bhandari 183,591
Total 963,854

Other small transactions are considered insignificant and hence are not disclosed.

13 Reporting

The Fund Manager has been reporting its Fund Management Activities to its Board_and
the Fund Supervisor on regular basis while the statutory reports are also fory '
line with the prevailing regulations/guidelines on mutual funds.

14 Contingent Liability

There is no Contingent liability in respect of Underwriting Commitments,
liability on partly paid shares and other commitments.
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15 Proposed Dividend and Distribution

The Board of Directors of the fund management company, Siddhartha Capital Limited,
held on August 17, 2023 has proposed 6.50% dividend (including tax) on unit holder’s

fund, amounting to NPR 78,000,000.00 (NPR. Seventy-Eight Million Only) from net
realized profit up to F/Y 2079/80.

On Behalf of Siddhartha Capital Limited
(Fund Management Company)

W'
Mukti Nath Subedi
Chief Operating Officer

Rupesh Raut
Head, Finance & Operations

Sandeep Karki
Chief Executive Officer

grawal

Mohit Kedia
Director Chairman
/M/{}Jdﬁ/ As per our attached report of even date
Rishi Raj Gautam On Behalf of B.K. Agrawal & Co.,
Independent Director

Chartered Accountants

’ K
Kira%

P.K. Swarnkar, FCA
Independent Director Partner

Date: August 17, 2023

Siddharth>
Place: Kathmandu, Nepal :

Capita: Limi
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