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R. Sapkota & Associates Mid Baneshwor, Kathmandu

Chartered Accountants

R

P. O. Box No.: 26528

Phonce: 01-4565538

E-mail: rabinsapkota2010@hotmail.com
sapkotarabin2010@gmail.com

Independent Auditor’s Report
To the members of
Aincho Paincho Savings and Credit Co-operative Society Ltd.,

Report on the Audit of the Financial Statements
Disclaimer of Opinion

We were engaged-to audit the financial statements of Aincho Paincho Savings and Credit Co-
operative Society Ltd., (the entity or Cooperative), which comprise the Statement of Financial
Position as at Ashadh 31, 2081, Statement of Profit or Loss, Statement of Cash Flow, Statement of
Changes in Equity and Funds for the year then ended including Accounting Policies and Notes to
Accounts.

We do not express an opinion on the accompanying Entity’s financial statements. Because of the
significance of matters described in the Basis for Disclaimer of Opinion section of our report, we
have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion on these financial statements.

Basis for Disclaimer of Opinion

The applicable financial reporting framework for the entity was changed to Nepal Financial
Reporting Standards (NFRS) for Small and Medium-Sized Entities (SMEs), 2017. Change in
Financial reporting framework required transition to Nepal Financial Reporting Standards (NFRS)
for Small and Medium-Sized Entities (SMEs), 2017 which requires identification, restatement,
presentation and djsclosure based on new accounting policies as per Nepal Financial Reporting
Standards (NFRS) for Small and Medium-Sized Entities (SMEs), 2017. The cumulative effect of
not restating, presenting and disclosing financial information based on transitional provision of
Nepal Financial Reporting Standards (NFRS) for Small and Medium-Sized Entities (SMEs), 2017
is uncertain and could be material and pervasive.

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 the Nepal Financial Reporting Standards (NFRS) for Small and Medium-Sized
Entities (SMEs) 2017, and for such internal control as management determines is necessary to
enable preparation of the financial statements that are free from material misstatements, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessmg the Entity’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
going concern basis of accounting unless management either intends to liquidate the Entity or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial reporting
process. : .

Auditors’ Responsibilities for the Audit of Financial Statements

Our responsibility is to conduct an audit of the Entity’s financial statements in accordance with
Nepal Standards on Auditing (NSAs) and to issue an audit report. However, because of the matters
descrlbed in the Baszs for Dzsclazmer of Opzmon sectlon of our report we were not able to obtain’

statements.
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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 fulfilled our other ethical responsibilities in accordance with
these requirements and the ICAN’s Handbook of Code of Ethics for Professional Accountants.

Report on Other Legal and Regulatory Requirements

On the basis of our examination, we would also like to report that:

a.  Cooperative has not terminated membership of members in case of member being absent in
the annual general meeting for consecutive three times without a notice as required under
section 34 (Kha) of Cooperative Act, 2074.

b.  Cooperative’s Account Supervision Committee has not conducted every four months’
internal audit as required under Section 49 of Cooperative Act, 2074. Also, four months’
report has not submitted to Board of Directors as required under Section 11 of Cooperative
Standard (Sahakari Mapdanda), 2068.

c.  As per section 50(6) of Cooperative Act, 2074 and section 8(2) of Cooperative Standards
(Sahakari Mapdanda), 2068, a Cooperative shall not use the savings amount in the purchase
of share of any bank (other than Cooperative Bank) or in any other purpose except in credit
investment among members, in the bonds issued by Government of Nepal, Treasury Bills
issued by the, Nepal Rastra Bank but Cooperative has made share investment of Rs. 30,300
in Sagarmatha Insurance Company Ltd. and Rs. 75,500 in Nabil Bank Ltd.

d.  Cooperative has provided loan against the security of its own shares to its members contrary
to section 28(10) of Cooperative Standards (Sahakari Mapdanda), 2068.

e.  Cooperative has not provided gratuity of 8.33% of basic salary to its employees as required
under section 53 of Labor Act, 2074.

f.  Cooperative has allocated staffs bonus of Rs. 569,778.79 from the net profit (aﬁér tax) only
after allocating to general reserve fund, Patronage fund (Samrakchhit Punjee Phirta Kosh)
and cooperative promotion fund which is not in line with Section 5 of the Bonus Act, 2030.

g.  Cooperative has been distributing bonus to its staffs from staffs’ bonus fund as allocated as
per the Rule 27 of Cooperative Regulation, 2075 which is not in line with Section 7 of the
Bonus Act, 2030.

~— CA. Rabin Sapkota
Proprietor
R. Sapkota & Associates
Chartered Accountants
Place: Kathmandu
Date: 2081/05/19
UDIN: 240904CA00395zWhfA
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