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INDEPENDENT AUDITOR'S REFORT
TO THE SHAREHOLDERS OF SONAPUR MINERALS & OIL LTD.
REPORT ON THE AUDIT OF FINANCIAL STATEMENTS

Opinion

Wa have audited the accompanying Financial Statements of Sonapur Minerals & Oll Ltd. ("the
Company™) which comprises the Statement of Financial Position as at Ashad 31, 2081, Statement
of Profit or Loss & Other Comprehensive Income, Statement of Changes in Equity & Statement of
Cash Flows for the year ended Ashad 31, 2081, and Notes to Financial Statement including
Summary of Significant Accounting Policies,

In our opinion and to the best of cur information and according to the explanations given to us, the
aforasaid Financial Statements give a true and fair view in conformity with Mepal Financial
Reporting Standards (MFRSs), of the stale of affairs of the Company as at Ashad 31, 2081, and s
profit, total comprehensive income, its cash flows & the changes in equity for the y2ar ended on that
date.

Basis of Opinion
We conducted our audit of the Financial Stalements in accordance with the Mepal Standard on

Auditing (NSAs) & applicable law. Our responsibifities under those Standards are further described
in tha Auditor’s Responsibility for the audit of the Financial Statements section of our report.

We are independent of the Company in accordance with the Code of Ethics issued by the Institute
of Chartered Accountants of Nepal (ICAN) together with the ethical requirements that are relevant to
our audit of the Financial Statements under the provisions of the Act and the Rules made
thereunder, and we hawve fulfilled our ethical responsibilities in accordance with thase requiremenis
and the ICAN"s Code of Ethics.

We believe that the audit evidence obtained by us is sufficient and appropriate to provide a basis of
our audit opinion on Financial Statemenis.

Key Audit Matters
Key audit matters are thosa matters that, in our professional judgment, were of most significance in

our audit of the financial stalements of the current period. These matters were addressed in the
context of our audit of the financial statemenis as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters, We have delermined the matter described
below to be the key audit matter to be communicated in our report.

Audit Matter How the matter was addressed in our audit
Useful life of Property, Plant and

Equipment:

Cur principal audit procedures performed, among
Post adoption of NFRS, the Company has other procedures, included the following
changed method of depreciation from Wiitten 1. We oblained understanding of the

Down Value (WDV) method to Straighl Line management's processes for assessing the
Method (SLM). Given the judgement used for useful life of PPE.

agsessing useful life and its significant impact 2. We camied out lesting of management's
to the Financial Statement, this is a key audit control over assessing the useful life of PPE.
matier. 3. We tested the basis nF useful life.

4, WE'H'-EﬂﬁEdthEtﬂ al evaluation done by

Dapraciation on Property, Plant and ma i "'-:‘L 7 the useful iife
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based on Useful Life estimated by technical
expert of the management.

The Assets Useful Life are reviewed at the
reporting date and the effect of any changes in
estimates are accounted for on a prospective
basis.

(SLM)" 5. Assessed the accounting principles applied

by the Company to estimate useful life in
accordance with the MNepal Financial
Reporting Standards and ensured adequacy
of disclosures.

Contingent Liabilities related to Appeals
against Assessments:

The Company s exposed to different laws,
regulations and their interpretations thereof. In
this regulatory environment there is inherent
risk of litigations and claims. Consequently,
contingent liabilities disclosures may arise
from Direct & Indirect Taxes and Other

Qur audit procedures included:

We have gained an understanding of
outstanding litigations against the company
from the company’s in-housa legal counsel
and other key managerial personnel who
have knowledge of thase matters.

Matters [IF Any). 2. We have read the comespondence betwean
The company applies significant judgement in the Company and the various tax authorities
astimating the likelhood of the future outcome and the legal opinions of external legal
in @ach case and in determining the provisions advisors where applicable for significant
or disclosures requined. Resalution of tax and matiars,

legal proceedings may span over multiple 3. We have tested the completeness of the
years due to the highly complex nature and litigattons and claims by examining on a
magnitude of the legal matters involved and sample basis the Company's legal expenses
may invaolve protracted litigation. and minutes of the Board meetings.

These estimates could change significantly 4. We have assessed the adequacy of the
over time as new facts emerge and each legal Company's disclosures in respect of
case progresses. contingent liabilities for tax and legal matters.
Given the inherent complexity and magnitude

of potential exposures and the judgement

nacessary to  estmate the amount of

provisions required or fo determine required

disclosures this is a key audit matter,

Information Other than the Financial Statements and Auditor's Report Thereon

The Company's Board of Directors is responsible for the other information. The other information
comprises the Directors' report and Management Discussion and Analysis, Report on Corporate
Gowvernance and Business Responsibility report, but does not include the Consolidated Financial
Staterments, Financial Statements & our Auditor's report thereon,

Qur opinion on the Financial Statements does nol cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, In doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowladge obtained during the course of our audit or otherwize
appears to be materially misstated.

If, bazed on the work we have performed, we conclude that there is a material misstatement of this
other information, we ane required to repor that fact. We have nothing to report in this regard.
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Hiﬂlﬂim!"“ Responsibility for the Financial Statements

Management is responsible for preparation and fair presentation of the Financial Statements in
accordance with the Nepal Financial Reporting Standards (NFRSs) and for such internal control as
management datermines is necessary to enable the preparation of Financial Statements that ane
free from material misstaterment, whether due to fraud or emror.

In preparing the Financial Stalements, management is responsible for assessing its ability to
continue as a going concemn, disclosing, as applicable, matiers related to going concemn and using
the going eoncern basis of accounting unless the management either intends to liquidate or cease
operalions, or kas no realistic alemative but to do so,

Those charged with governance are responsible for overseeing the Company’s Financial Reporting

PROCESS .
Auditor's Responsibility for the Audit of the Financial Statements

COur objectives are to obtain reasonable assurance aboutl whather the Financial Statements as a
whole are free from material misstatement, whether due to fraud or error, and 1o issue an Auditor's
Report that includes our opinion. Reascnable assurance is a high level of assurance but is not a
guarantee that an audil conducted in accordance with NSAs will always detect a material
misstatenent when it exists, Misstatements can arise from fraud or ermor 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 judgement and maintain
professional skeplicism throughout the audit. We also:

i} Identify and assess the risk of material misstatement of the Financial Statements, whether due
to fraud or ermor, 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 misstatemant resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional emissions, misrepresentation, or the overrida
of internal controls.

i} Obtain an understanding of Internal Control relevant to audit in order to design audit procadures
that are appropriate in the circumstances, but not for the purpose of expressing an opinien on
the effectiveness of Company’s Internal Control.

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

iv) Conclude on the appropriaieness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncerainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern, If we conclude that a material uncertainty exists, we are required
to draw attention in our Auditor's Report to the related disclosures in the Financial Statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, Fulure events or
conditions may causa the Company to cease 1o continue 83 a going concerm.

v) Ewvaluate 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 govemance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including an'_n,r significant deficiencias in
internal control that we identify during our audit.
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We also communicate with those charged with governance Ihat we have complied-with retevant—
athical requiremeants regarding independence, and to communicate with them all relationships and

other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

i} We have nl:-tamed nl’nnnatm and emlanaﬁms askm for, which, to the best of our knowledge
and halaf, wana necassary for the purposa of our audit

i}y Im our opirion, proper books of account as required by law relating to preparation of the
aforesaid Financial Statemenis have been kept so far 25 it appears from our examination of
those books.

i} Statement of Financial Pesition, Statement of Profit or Loss & Other Comprehensive Income,
Siatement of Changes in Eguity and Statement of Cash Flows have been prepared in
accordance with the requirements of the Companies Act, 2083 and are in agreement with the
bocks of account of the Company.

iv) During our examination of the books of account of the Company, we have not come across the
cases where the Board of Directors or any member of there or any representative or any office
holder or any employess of the Company has acted contrary to the provisions of law or caused
loss or damage to the Company, and

¥) We have not come across any fraudulent activities in the books of accounts.

Faor: 5. Danea & Asmbltﬂ

Place: Kathmandu, Mepal
Date: a5y, wgief

LUDIN No.:




SONAPUR MINERALS AND OIL LIMITED

Statement of Financial Position As on Ashadh 31, 2081

Tulsipur -18, Dang

Amount in NPR

Particulars Note As at As at
Ashadh 31, 2081 Ashadh 3], 2081
Non - Current Assets
Property, Plant and Equipment 8,533,122,755 7,758,909,391
Intangible Assets 5 - -
Financial Assets
Investments - -
Deferred Tax Asset - -
Other Non Current Assets 8 2,744,920 2,696,920
8,535,867,675 7,761,606,310
Current Assets
Inventories 9 2,269,148,989 1,839,630,986
Prepayments 10 429,604 440,238
Other Current Assets n 83,837,329 14,168,493
Financial Assets
Loans and Advances 12 505,247,006 391,529,753
Trade Receivables 13 810,000,134 829,682,300
Other Financial Asset 14 30,932,404 31,787,567
Cash and Cash Equivalents 15 16,587,940 20,296,840
Investments 6 8,442,392 8,780,626
3,724,625,797 3,136,316,802
TOTAL ASSETS 12,260,493,472 10,897,923,113
Non Current Liabilities
Deferred tax liability 7 182,641,260 77,183,506
Financial Liabilities
Non Current Borrowings 16.1 3,420,041,410 3,799,918,483
Trade Payable 17 - -
Other Non current liabilities 18 - -
Provisions - Non Current 19.1 1,257,854 11,339,985
3,613,940,524 3,888,441,974
Current Liabilities
Provisions - Current 20 21,948,786 21,231,997
Financial Liabilities
Current Borrowings 21 2,235,434,869 2,879,837,426
Trade Payables 22 293,897,977 549,900,246
Other Financial Liabilities 23 1,016,586,998 854,391,077
Other Current Liabilities 24 59,924,513 57162144
3,627,793,142 4,362,522,890
TOTAL LIABILITIES 7,241,733,666 8,250,964,864

90 3 aiife gRTaeT R050/59



EQUITY

Share Capital
Ordinary Share Capital 25 3,075,050,000 1,845,030,000
Securities Premium 1,653,302,600 -
Reserve and Surplus 26 290,407,206 801,928,249
TOTAL EQUITY 5,018,759,806 2,646,958,249
TOTAL LIABILITIES AND EQUITY 12,260,493,472 10,897,923,113

For and on Behalf of Board

RATAN LAL TAYAL
Chairman

CHANDRAKALA K BOHARA
Director

RACHANA KUMARI OJHA
Director

99 3 aifife gRraeT R050/59

NIPESH TAYAL
M. Director

ANKIT KHADKA
Director

CA SUDIP DANEE
Proprietor
S. Danee & Associates
Chartered Accountants

As per our report of even date

PRAKASH TAYAL
Director

DEEPAK THAPA
Independent Director




SONAPUR MINERALS AND OIL LIMITED

Tulsipur -18, Dang

STATEMENT OF PROFIT OR LOSS

For the Period from Shrawan 1, 2080 till Ashadh 31, 2081

Amount in NPR

Particulars Note For the Year For the Year
2080-81 2079-80
Revenue from Operations 27 1,639,909,279 1,730,157,260
Cost of Sales 28 (1,553,670,475) (1,315,072,361)
Gross Profit 86,238,804 415,084,899
Other Income 29 626,474 70,812,755
Selling and Distribution Expenses 30 (16,789,018) (14,502,826)
Administrative Expenses 31 (121,146,949) (122,134,211)
Depreciation and Amortization 4 (85,370,605) (91,925,296)
Operating Profit (136,441,294) 257,335,321
Finance costs 32 (259,538,134) (230,666,928)
Profit Before Tax (395,979,428) 26,668,394
Income tax expense
Provision for income tax 20.3 (66,350) (6,535)
Previous years tax (9,679,278) -
Deferred tax income/(expense) 7 (65,283,786) (415,578)
Profit for the year (471,008,842) 26,246,280
Earnings Per Share (EPS)
Basic EPS (Rs) 34 (16.97) 1.42
Diluted EPS (Rs) 34 (16.91) 1.42

For and on Behalf of Board As per our report of even date

PRAKASH TAYAL
Director

RATAN LAL TAYAL
Chairman

NIPESH TAYAL
M. Director

ANKIT KHADKA
Director

DEEPAK THAPA
Independent Director

CHANDRAKALA K BOHARA
Director

CA SUDIP DANEE
Proprietor
S. Danee & Associates
Chartered Accountants

RACHANA KUMARI OJHA
Director
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SONAPUR MINERALS AND OIL LIMITED

Tulsipur -18, Dang

STATEMENT OF CASH FLOW
For the Period from Shrawan 1, 2080 till Ashadh 31, 2081

For the Year

For the Year

Particulars Note 2080-81 2079-80
Cash flow from operating activities
Profit after income tax (471,008,842) 26,246,280
Adjustments for Non cash items: -
Depreciation and amortization 85,370,605 91,925,296
Provision for Leave Encashment - -
Fair Value Change of Investments - -
Provision for Gratuity 5,469,892 4242772
Adjustments for non operating items: -
Finance Cost 259,538,134 230,666,928
Profit on sale of fixed assets - (46,757,092)
Profit on sales of Investments - (5,083,045)
Dividend Income (224) (125,315)
m0e30435) | sounseze
(Increase) / Decrease in Non-Current Assets (48,000) 3783114
(Increase) / Decrease in Inventories (429,518,002) (652,674,087)
(Increase) / Decrease in Trade Receivables 19,682,166 (73,924,251)
(Increase) / Decrease in Prepayments 10,634 728,444
(Increase) / Decrease in Other Current Assets (69,668,8306) (8,182,324)
(Increase) / Decrease in Loans & Advances (13,717,253) (134,619,763)
(Increase) / Decrease in Other Financial Assets 855,163 (7,863,370)
Increase / (Decrease) in Other Non-Current ) )
Liabilities
Increase / (Decrease) in Provisions (4,835,234) (14,035,492)
Increase / (Decrease) in Trade Payables (256,002,269) (88,628,202)
s & oxber carens Liapits oo bl 164958290 | 435239403
Cash generated from operations (808,913,777) (239,060,705)
Deferred Tax Income / (Expenses) 65,283,786 415,578
Net cash inflow from operating activities A (743,629,991) (238,645,126)
Cash flow from investing activities
E;?Jcigfnoles:{om disposal of property and ) 55,600,000
Purchase of property, Plant and equipment (859,583,969) (769,621,013)

and intangible assets

99 3 aifife gRraeT R050/59




Dividend Income 224 125,315
Sales of Quoted Shares - 15,674,920
Net. c.a.sh (outflow)/inflow from investing B (859,583,745) (698,220,779)
activities

Cash flow from financing activities

Issue of Share Capital 1,230,020,000 -
Proceeds from Securities Premium 1,653,302,600

l!rr:ggease / (Decrease) in Non Current Borrow- (379,877.072) 98442938
Increase / (Decrease) in Current Borrowings (644,402,557) 1,080,713,307
Finance Cost Paid Recognized in Profit & Loss (259,538,134) (230,666,928)
Account

Net cash outflow from financing activities C 1,599,504,837 948,489,317
(Dec.:rease)/Increase in cash and cash A+B+C (3,708,900) 1,623,412
equivalents

Cash and cash equivalents at start of year 20,296,840 8,673,428
Cash and cash equivalents at end of year 16,587,940 20,296,840

For and on Behalf of Board

RATAN LAL TAYAL
Chairman

NIPESH TAYAL
M. Director

CHANDRAKALA K BOHARA
Director

ANKIT KHADKA
Director

RACHANA KUMARI OJHA
Director

Proprietor
S. Danee & Associates
Chartered Accountants

As per our report of even date

PRAKASH TAYAL

Director

DEEPAK THAPA
Independent Director
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SONAPUR MINERALS AND OIL LIMITED

Tulsipur -18, Dang

STATEMENT OF OTHER COMPREHENSIVE INCOME
For the year ended Ashad 31, 2081

For the Year

For the Year

Particulars Note 2080-81 2079-80
Profit for the year (471,008,842) 26,246,280
Other comprehensive income
Items that will not be reclassified to profit or
loss
Net fair value (losses)/gains on financial assets
Fair Value Changes of Listed Shares (338,234) 288,254
Items that are or/may be reclassified
subsequently to profit or loss
Eefefreql Tax asset / (liability) on other compre- (40,173.968) 269,564

ensive income

Total other comprehensive income, net of tax (40,512,202) 557,818
Total comprehensive income for the year (511,521,043) 26,804,099

For and on Behalf of Board

RATAN LAL TAYAL
Chairman

NIPESH TAYAL
M. Director

CHANDRAKALA K BOHARA =
Director ANKIT KHADKA

Director

CA SUDIP DANEE
Proprietor
S. Danee & Associates
Chartered Accountants

RACHANA KUMARI OJHA
Director

99 3 aifife gRraeT R050/59

As per our report of even date

PRAKASH TAYAL

Director

DEEPAK THAPA
Independent Director




SONAPUR MINERALS AND OIL LIMITED
Tulsipur -18, Dang

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO FINANCIAL STATEMENTS
For the year ended on Ashad 31, 2081

Reporting Entity

Sonapur Minerals And Qil Limited (The "Company") is incorporated under Companies Act of Nepal vide
registration No. 239081/64/065 on 2065-02-31. The registered office of the company is located at Ward No
9, Trikuti Marga, Battisputali, Kathmandu. The main objectives of company is to manufacture clinker and
cement.The Company offers mainly two variant of cement i.e. Ordinary Portland Cement (OPC) and Portland
Pozzolana Cement (PPC). The company had been converted from private limited company to public limited
company on 2077-04-07.

Basis of Preparation

The financial statements comprise the Statement of Financial Position, Statement of Profit or Loss and
Statement (including Other Comprehensive Income), the Statement of Changes in Equity, the Statement of
Cash Flows and the Notes to the Accounts.

2.1 Statement of Compliance

The financial statements have been prepared on accrual basis and approved by the Board of Directors on
2081.09.05. The Financial Statements have been prepared in accordance with Nepal Financial Reporting
Standards (NFRS) as published by the Accounting Standards Board (ASB) Nepal and pronounced by The
Institute of Chartered Accountants of Nepal (ICAN).The applicable laws; Company Act, 2063 and Nepal
Accounting Standards issued by ICAN, Bonus Act, Labour Act and other applicable laws. The financial
statements have been prepared on an historical cost basis, except for investment properties and financial
assets and derivative instruments that have been measured at fair value.

These policies have been consistently applied to all the years presented except otherwise stated.

2.2 Reporting period and approval of financial statements
The company follows the Nepalese financial year based on the Nepalese calendar. Reporting Period is Shrawan
1,2080 to Ashad 31, 2081. (i.e. July 17, 2023 to July 15, 2024).

2.3 Functional and Presentation Currency

The financial statements are presented in Nepalese Rupees (NPR) which is the Company’s functional currency.
All financial information presented in NPR has been rounded to the nearest rupee except where indicated
otherwise.

2.4 Use of Estimates, Assumptions and Judgements

The Company, under NFRS, has applied accounting policies which appropriately suit its circumstances and
operating environment. Further, the Company has made judgments in respect of items where the choice
of specific policy, accounting estimate or assumption to be followed could materially affect the financial
statements. This may later be determined that a different choice could have been more appropriate.

The accounting policies have been included in the relevant notes for each item of the financial statements
and the effect and nature of the changes, if any, have been disclosed.

The Company has made estimates and assumptions that will affect the assets, liabilities, disclosure of
contingent assets and liabilities, and profit or loss as reported in the financial statements. The Company
applies estimates in preparing and presenting the financial statements and such estimates and underlying
assumptions are reviewed periodically. The revision to accounting estimates are recognized in the period in
which the estimates are revised and are applied prospectively.

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

2.5 Going Concern

The financial statements are prepared on a going concern basis, as the Board of the Company is satisfied that
the Company has the resources to continue in business for the foreseeable future. In making this assessment,
the Board of Directors have considered a wide range of information relating to present and future conditions,

including future projections of profitability, cash flows and capital resources.
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2.6 Changes in Accounting Policies
The company has consistently followed all the acounting policies adopted in previous years.

2.7 Reporting Pronouncements

The Company has, for the preparation of financial statements, adopted the NFRS pronounced by ASB. The
NFRS conform, in all material respect, to International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).

However, the Institute of Chartered Accountants of Nepal (ICAN) vide its notice dated 20 September 2018 has
resolved that Carve-outs in NFRS with alternative treatment and effective period shall be provided to Banks
and Financial Institutions regulated by NRB on the specific recommendation of Accounting Standard Board
(ASB). In the same decision the ASB has outlined that the other entities may also use those carve-outs with
necessary disclosures. Accordingly the company has decided to adopt those carve-outs. Details of carve out
provided are as follows:

2.7.1 NAS 39: Financial Instruments: Recognition and Measurement

a) Effective Interest Rate:

In para 9, The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the
net carrying amount of the financial asset or financial liability. When calculating the effective interest rate,
an entity shall estimate cash flows considering all contractual terms of the financial instrument (for example,
prepayment, call and similar options) but shall not consider future credit losses. The calculation includes all
fees and points paid or received, unless it isimmaterial orimpracticable to determine reliably, between parties
to the contract that are an integral part of the effective interest rate, transaction costs and all other premiums
or discounts. There is a presumption that the cash flows and the expected life of a group of similar financial
instruments can be estimated reliably. However, in those rare cases when it is not possible to estimate reliably
the cash flows or the expected life of a financial instrument (or group of financial instruments), the entity
shall use the contractual cash flows over the full contractual term of the financial instrument (or group of
financial instruments).

The carve out is optional and has been extended for F.Y 2080.81. Accordingly, the Company has opted the
carve out.

b) IFRS 9 ‘Financial Instruments’-Impairment

IFRS 9 ‘Financial Instruments’ was issued by the IASB in July 2014 and effective internationally for the financials
beginning on or after 1 January 2018. Accounting Standard Board of Nepal endorsed NFRS 9 Financial
Instruments with some exceptions, mainly in the Impairment. Currently, Incurred Loss Model as specified in
NAS 39 is used. The requirement of IFRS 9 is Expected Credit Loss Model.

The carve out is optional and has been extended for F.Y 2080.81. Accordingly, the Company has opted the
carve out.

2.8 New Standards in issue but not yet effective

For the reporting of financial instruments, NAS 32 Financial Instruments, Presentation, NAS 39 Financial
Instruments Recognition and Measurements and NFRS 7 Financial Instruments — Disclosures have been
applied. NRFS 9 has been complied for the classification of Financial Instruments.

A number of new standards and amendments to the existing standards and interpretations have been issued
by IASB after the pronouncements of NFRS with varying effective dates. Those become applicable when ASB
Nepal incorporates them within NFRS.

2.9 Limitation of NFRS Implementation

Wherever the information is not adequately available, and/or it isimpracticable to develop the, such exception
to NFRS implementation has been noted and disclosed in respective sections.
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3 Significant Accounting Policies

3.1 Basis of Measurement

The financial statements have been prepared on historical cost basis except for the following material items
in the statement of financial position:

- Financial assets other than measured at amortized cost are measured at fair value.

- Inventories are measured at cost or net realizable value whichever is lower

3.2 Presentation - Current versus Non-Current Classification

The Company presents assets and liabilities in statement of financial position based on current/non-current
classification. Based on the nature of products and the time between acquisition of assets for processing and
their realization in cash and cash equivalents, the Company has ascertained its operating cycle as 12 months
for the purpose of current/non-current classification of assets and liabilities.

The Company classifies an asset as current when it is:

- Expected to be realized or intended to sold or consumed in normal operating cycle,
- Held primarily for the purpose of trading,

- Expected to be realized within twelve months after the reporting period, or

All other assets are classified as non-current.

The Company classifies a liability as current when:

- It is expected to be settled in normal operating cycle,

- It is held primarily for the purpose of trading ,

- It is due to be settled within twelve months after the reporting period, or

- There is no unconditional right to defer the settlement of the liability for at least twelve months after the
reporting period.

The Company classifies all other liabilities as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities

3.3 Critical accounting estimates

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards requires
the use of certain critical accounting estimates and judgments. The management has exercised judgments
in the process of applying the Company’s accounting policies. The Company makes certain estimates and
assumptions regarding the future events. Estimates and judgments are continuously evaluated based
on historical experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances. In the future, actual result may differ from these estimates and
assumptions. The estimates and assumptions that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year primarily includes:

a) Recognition of deferred tax assets

Deferred tax assets are recognized for taxable temporary difference to the extent that it is probable that
taxable profit will be available against which the losses can be utilized. Significant management judgment is
required to determine the amount of deferred tax assets that can be recognized, based upon the likely timing
and the level of future taxable profits together with future tax planning strategies.

The Company based its assumptions and estimates on parameters available when the financial statements
were prepared. Existing circumstances and assumptions about future developments, however, may change
due to market changes or circumstances arising beyond the control of the Company. Such changes are
reflected in the assumptions when they occur.

b) Provision for depreciation and amortization

Depreciation and amortization is calculated over the estimated useful lives of the assets. An item of property,
plant and equipment and any significant part initially recognized is derecognized upon disposal or when no
future economic benefits are expected from its use or disposal. The residual values, useful lives and methods
of depreciation of property, plant and equipment are reviewed at each financial year end and adjusted
prospectively, if appropriate.

The Company based its assumptions and estimates on parameters available when the financial statements
were prepared. Existing circumstances and assumptions about future developments, however, may change
due to market changes or circumstances arising beyond the control of the Company. Such changes are

reflected in the assumptions when they occur.
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3.4 Capital management

For the purpose of the Company’s capital management, capital includes issued capital and all other equity
reserves attributable to the equity holders of the company. The primary objective of the company’s capital
management is to maximize the shareholder value. The Company manages its capital structure and makes
adjustments in light of changes in economic conditions and the requirements of the financial covenants. To
maintain or adjust the capital structure, the Company may adjust the dividend payment to shareholders or
issue new shares.

3.5 Impairment of non- financial assets (excluding inventories and deferred tax assets)

Non-financial assets are subject to impairment tests whenever events or changes in circumstances indicate
that their carrying amount may not be recoverable. Where the carrying value of an asset exceeds its
recoverable amount (i.e. the higher of value in use and fair value less costs to sell), the asset is written down
accordingly. The recoverable amount is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets. When the carrying
amount of an asset or Cash generating units exceeds its recoverable amount, the asset is considered impaired
and is written down to its recoverable amount.

An assessment is also done for whether there is any indication that an impairment loss recognized for an
asset in prior accounting periods may no longer exist or may have been decreased. If any such indication
exists the asset’s recoverable amount is estimated. The carrying amount of the fixed asset is increased to the
revised estimate of its recoverable amount such 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 in
prior years.

Impairment loss or reversal shall be included in profit or loss if any. The company has no impairment loss/ gain
during the relevant reporting periods.

3.6 Foreign Currency Transactions

Transactions entered into by the Company in a currency other than Nepali Rupees (the currency of primary
economic environment in which it operates) are recorded at the rates ruling when the transactions occur.
Exchange differences arising on foreign currency transactions settled during the year are recognized in the
Statement of Profit or Loss. Unsettled foreign currency monetary assets and liabilities are translated at the
rates ruling at the reporting date. Exchange differences arising on the retranslation of unsettled monetary
assets and liabilities are recognized immediately in profit or loss statement.

3.7 Lease

The Company as a lessee:

The Company enters into an arrangement for lease of buildings. Such arrangements are generally for a fixed
period but may have extension or termination options. In accordance with NFRS 16 - Leases, at inception of
the contract, the Company assesses whether a contract is, or contains a lease. A lease is defined as ‘a contract,
or part of a contract, that conveys the right to control the use an asset (the underlying asset) for a period of
time in exchange for consideration.

To Assess whether a contract conveys the right to control the use of an identified asset, the Company
assesses whether:

- The contract involves the use of an identified asset — this may be specified explicitly or implicitly, and should
be physically distinct or represent substantially all of the capacity of a physically distinct asset. If the supplier
has a substantive substitution right, then the asset is not identified;

- The Company has the right to obtain substantially all of the economic benefits from use of the asset
throughout the period of use; and

The Company assesses whether it has the right to direct ‘how and for what purpose’ the asset is used
throughout the period of use. At inception or on reassessment of a contract that contains a lease component,
the Company allocates the consideration in the contract to each lease component on the basis of their
relative stand-alone prices. However, for the leases of land and buildings in which it is a lessee, the Company
has elected not to separate non-lease components and account for the lease and non-lease components as a
single lease component.

Measurement and recognition of leases as a lessee
The Company has elected not to apply the requirements of NFRS 16-Leases to short-term leases of all assets
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that have a lease term of 12 months or less and leases for which the underlying asset is of low value. The
lease payments associated with these leases are recognized as an expense on a straight-line basis over the
lease term, unless the payments are structured to increase in line with the expected general inflation to
compensate the lessor’'s expected inflationary cost increases.

The Company as a lessor

When the Company acts as a lessor, it determines at lease inception whether each lease is a finance lease or
an operating lease. To classify each lease, the Company makes an overall assessment of whether the lease
transfers substantially all of the risks and rewards incidental to ownership of the underlying asset. If this is
the case, then the lease is a finance lease; if not, then it is an operating lease. As part of this assessment, the
Company considers certain indicators such as whether the lease is for the major part of the economic life of
the asset.

3.8 Revenue Recognition

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, regardless of when the payment is being made. Revenue is measured
at the fair value of the consideration received or receivable, taking into account contractually defined terms
of payment and excluding taxes or duties collected on behalf of the Government.

The Company recognizes revenue when the amount of revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and specific criteria have been met for each of the company’s
activities as described below. The company bases its estimates on historical results, taking into consideration
the type of customer, the type of transaction and the specific of each arrangement.

Revenue is measured at the fair value of the consideration received or receivable net of trade discounts.
Revenue include all revenue from ordinary activities of the company that are recorded excluding Value
Added Taxes and excise collected from customers that are remitted or are to be remitted to the government
authorities.

(a) Sale of goods
Revenue from sale of goods is recognized when the significant risks and rewards are transferred to the buyer
by virtue of dispatch of such goods to the buyer after issuance of sales invoice.

(b) Other Income

- Rental Income from Operating lease is recognised on straight-line basis over the tenure of the lease
agreement, except for contingent rental income which is recognised when it arises and where scheduled
increase in rent compensates the lessor for expected inflationary costs.

- Insurance claims are accounted for on acceptance or to the extent amount have been received.

- Interest income is recognized on a time proportion basis taking into account the amount outstanding and
the applicable interest rate.

- Other operating income is recognised when when no significant uncertainties as to the amount of
consideration that would be derived and to its ultimate collection exist.

- Dividend income has been recognized on a cash basis when cash dividends are paid to shareholders or on
the date of issuance of bonus share

Property, Plant & Equipments (PPE)

A) Recognition and Measurement

The cost of an item of property and equipment shall be recognized as an asset, initially recognized at cost, if,
and only if:

- it is probable that future economic benefits associated with the item will flow to the entity; and

- the cost of the item can be measured reliably.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the following:

- the cost of materials and direct labor;

- any other costs directly attributable to bringing the assets to a working condition for their intended use;

- when the Company has an obligation to remove the asset or restore the site, an estimate of the costs of
dismantling and removing the items and restoring the site on which they are located; and

- Capitalized borrowing costs.
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The Company adopts cost model for entire class of property, plant and equipment except land. Neither class
of the property, plant and equipment except land are measured at revaluation model nor is their fair value
measured at the reporting date. Revaluation approach is followed for land. The items of property,plant and
equipment are measured at cost less accumulated depreciation and any accumulated impairment losses.

Purchased software that is integral to the functionality of the related equipment is capitalized as part of that
equipment.

Subsequent expenditure is capitalized if it is probable that the future economic benefits from the expenditure
will flow to the Company. Ongoing repairs and maintenance to keep the assets in working condition are
expensed as incurred. Any gain or loss on disposal of an item of property and equipment (calculated as the
difference between the net proceeds from disposal and the carrying amount of the item) is recognized within
other income in profit or loss.

B) Capital Work in Progress
Fixed assets under construction and cost of assets not ready for use are shown as capital work in progress.

C) Depreciation

Depreciation on assets under construction does not commence until they are complete and available for use
in the manner intended by the management. Depreciation is provided on all other items of property, plant
and equipment so as to write-off their depreciable amount over the expected useful economic lives.

Depreciation is provided on a pro-rata basis on the straight-line method based on the estimated useful life of
the assets determined by management with reference to application guidance of NAS 16 Property, Plant and

Equipment issued by Accounting Standard Board.

The estimated useful lives of various class of PPE for the current year and comparative years are as follows:

Class of PPE ‘ Revised Useful Life under SLM Method
Factory Buildings 30 Years
Buildings (other than factory buildings) RCC Frame Structure 60 Years
Computer & Accessories 3 Years
Office Equipment 5 Years
Furniture and Fittings 10 Years
Server and Networks 6 Years
Motorcycles, scooters and bicycles 10 Years
Motor busses, lorries and other motor cars other than used on hire 8 Years
Blower & Compressor 15 Years
Cement Mill 60 Years
Clinker Plant 80 Years
Coal Mill 40 Years
Crusher & Stacker 50 Years
Dust Collector 45 Years
Electrical Equipment 10 Years
Instrumentation Panel 40 Years
Laboratory Equipment 10 Years
Motor Tractors & Heavy Vehicles 8 Years
Plant & Machinery 20 Years
Plant & Machinery used in Mines 8 Years
Plant and Machinery used in continuous process plant 8 Years
Intangible Asset 5 Years
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As on Ashad end 2081 As on Ashad end 2080

Capital Work in Progress | Mechanical Civil Mechanical
(Building) (Plant & Machine) (Building) (Plant & Machine)

Production Capacity

Enhancement Project 1,408,703,210 3,913,486,074 1,165,198,061 3,403,113,121
Packing Plant with Silo 13,305,089 14,890,462 - -
Storage Yards 6,110,306 - - -
Total 1,428,118,606 3,928,376,536 1,165,198,061 3,403,113,121

All categories of Property, Plant and Equipment are initially recorded at cost. Property, Plant and equipment
are subsequently measured at historical cost less depreciation and impairment losses. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Borrowing costs are interest and other costs that an entity incurs in connection with the borrowing of funds.
Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying
asset form part of the cost of that asset. The value of Capital Work in progress includes the borrowing costs
elgible to be capitalized as per relevant standards.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Company and
the cost of the item can be measured reliably. All other repairs and maintenance are charged to profit or loss
during the financial period in which they are incurred.

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.
An asset’s carrying amount is written down immediately to its estimated recoverable amount if the asset’'s
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposal of property and equipment are determined by reference to their carrying amount
and are included in profit or loss.

Intangible Assets

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to
use the specific software. Computer software costs are amortized on the basis of expected useful life. Costs
associated with maintaining software are recognized as an expense as incurred.

Software is amortized on a straight-line basis in profit or loss over its estimated useful life, from the date that
it is available for use. The estimated useful life of software for the current and comparative periods is five

years.

Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.
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Particulars
Cost

Total Ashad End 2081

Amount in NPR
Total Ashad End 2080

As on Shrawan 1, 2079

900,000

900,000

Addition during the Year

Acquisition

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Ashad end 2080

900,000

900,000

Addition during the Year

Acquisition

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Ashad end 2081

900,000

900,000

Amortization and Impairment

As on Shrawan 1, 2079

750,994

601,579

Amortization charge for the Year

149,006

149,415

Impairment for the year

Disposals

Adjustment

As on Ashad end 2080

900,000

750,994

Amortization charge for the Year

149,006

Impairment for the year

Disposals

Adjustment

As on Ashad end 2081

900,000

900,000

Net Book Value

As on Ashad end 2080

As on Ashad end 2081

6 Financial Instruments : Financial Assets

Financial Asset is any asset that is:

a) Cash

b) an equity instrument of another entity

c) a contractual right:
i) a contractual right:

ii) to exchange financial assets or financial liabilities with another equity under conditions that are potentially
favorable to the entity, or

d) a contract that will or may be settled in the entity's own equity instruments and is:

i) a non-derivative for which the entity is or may be obliged to receive a variable number of the entity's own
equity instruments, or

ii) a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the entity's own equity instruments.
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A)

B)

C)

D)

Recognition

All financial assets are initially recognized on the date on which the company becomes a party to the
contractual provisions of the instrument. The classification of financial instruments at the initial recognition
depends on their purpose and characteristics and the management’s intention in acquiring them.

Classification

The financial assets are measured at amortized cost or fair value on the basis of the Company’s business
model for managing the financial assets and the contractual cash flow characteristics of the financial assets.
The two classes of financial assets are as follows:

i) Financial assets measured at amortized cost

The financial asset are measured at amortized cost if both of the following conditions are met:

- The asset is held within a business model whose objective is to hold assets in order to collect contractual
cash flows and

- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

ii) Financial asset measured at fair value
Financial assets other than those measured at amortized cost are measured at fair value. Financial assets
measured at fair value are further classified into two categories as below:

a) Financial assets at fair value through profit or loss (FVTPL)

Financial assets are classified as fair value through profit or loss (FVTPL) if they are held for trading or are
designated at fair value through profit or loss. Upon initial recognition, transaction cost is directly attributable
to the acquisition are recognized in profit or loss as incurred. Such assets are subsequently measured at fair
value and changes in fair value are recognized in Statement of Profit or Loss.

b) Financial assets at fair value through other comprehensive income (FVTOCI)

Investment in an equity instrument that is not held for trading and at the initial recognition, the Company
makes an irrevocable election that the subsequent changes in fair value of the instrument is to be recognized
in other comprehensive income are classified as financial assets at fair value though other comprehensive
income. Such assets are subsequently measured at fair value and changes in fair value are recognized in
other comprehensive income.

Measurement
i) Initial Measurement
A financial asset or financial liability is measured initially at fair value plus or minus, in the case of a financial
asset or financial liability not at fair value through profit or loss, transaction costs that are directly attributable
to its acquisition or issue. Transaction cost in relation to financial assets and liabilities at fair value through
profit or loss are recognized in Statement of Profit or Loss.

ii) Subsequent Measurement

A financial asset or financial liability is subsequently measured either at fair value or at amortized cost based
on the classification of the financial asset or liability. Financial asset or liability classified as measured at
amortized cost is subsequently measured at amortized cost using effective interest rate method.

The amortized cost of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured at initial recognition minus principal repayments, plus or minus the cumulative
amortization using the effective interest method of any difference between that initial amount and the
maturity amount, and minus any reduction for impairment or uncollectibility.

Financial assets classified at fair value are subsequently measured at fair value. The subsequent changes
in fair value of financial assets at fair value through profit or loss are recognized in Statement of Profit or
Loss whereas of financial assets at fair value through other comprehensive income are recognized in other
comprehensive income.

Derecognition

The Company derecognizes a financial asset when the contractual rights to the cash flows from the financial
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which substantially
all the risks and rewards of ownership of the financial asset are transferred or in which the Company neither
transfers nor retains substantially all the risks and rewards of ownership and it does not retain control of the

financial asset.
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Any interest in such transferred financial assets that qualify for derecognition that is created or retained by
the Company is recognized as a separate asset or liability. On derecognition of a financial asset, the difference
between the carrying amount of the asset (or the carrying amount allocated to the portion of the asset
transferred), and the sum of (i) the consideration received (including any new asset obtained less any new
liability assumed) and (ii) any cumulative gain or loss that had been recognized in other comprehensive
income is recognized in profit or loss.

In transactions in which the Company neither retains nor transfers substantially all the risks and rewards of
ownership of a financial asset and it retains control over the asset, the Company continues to recognize the
asset to the extent of its continuing involvement, determined by the extent to which it is exposed to changes
in the value of the transferred asset.

E) Determination of Fair Value
Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable,
willing parties in an arm’s length transaction on the measurement date. The fair value of a liability reflects its
non-performance risk

When available, the Company measures the fair value of an instrument using quoted prices in an active
market for that instrument. A market is regarded as active if quoted prices are readily and regularly available
and represent actual and regularly occurring market transactions on an arm'’s length basis. If a market for a
financial instrument is not active, the Company establishes fair value using a valuation technique. Valuation
techniques include using recent arm'’s length transactions between knowledgeable, willing parties (if
available), reference to the current fair value of other instruments that are substantially the same, discounted
cash flow analysis.

The best evidence of the fair value of a financial instrument at initial recognition is the transaction price -i.e. the
fair value of the consideration given or received. However, in some cases, the fair value of a financial instrument
on initial recognition may be different to its transaction price. If such fair value is evidenced by comparison
with other observable current market transactions in the same instrument (without modification) or based
on a valuation technique whose variables include only data from observable markets, then the difference
is recognized in profit or loss on initial recognition of the instrument. In other cases, the difference is not
recognized in profit or loss immediately but is recognized over the life of the instrument on an appropriate
basis or when the instrument is redeemed, transferred or sold, or the fair value becomes observable.

All unquoted equity investments are recorded at cost, considering the non-trading of promoter shares up to
the date of balance sheet, the market price of such shares could not be ascertained with certainty. Hence,
these investments are recognized at cost net of impairment, if any.

F) Impairment
At each reporting date the Company assesses whether there is any indication that an asset may have been
impaired. If such indication exists, the recoverable amount is determined. 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 that can be reliably estimated.

The Company considers evidence of impairment for loans and advances and held-to-maturity investment
securities at both a specific asset and collective level. All individually significant loans and advances and held-
to-maturity investment securities are assessed for specific impairment. Those found not to be specifically
impaired are then collectively assessed for any impairment that has been incurred but not yet identified.

Loans and advances and held-to-maturity investment securities that are not individually significant are
collectively assessed for impairment by grouping together loans and advances and held-to-maturity
investment securities with similar risk characteristics. Impairment test is done on annual basis for trade
receivables and other financial assets based on the internal and external indication observed.

In assessing collective impairment, the Company uses statistical modelling of historical trends of the probability
of default, the timing of recoveries and the amount of loss incurred, adjusted for management’s judgment as
to whether current economic and credit conditions are such that the actual losses are likely to be greater or
less than suggested by historical trends. Default rates, loss rates and the expected timing of future recoveries
are regularly benchmarked against actual outcomes to ensure that they remain appropriate.
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6.1 Equity Investments

Equity Investments at FVTOCI

Amount in NPR

Corporate Equity shares:

Quoted Ordinary Shares 8,442,392 8,780,626
Allowance for impairment loss - -
Total 8,442,392 8,780,626

Fair Value Disclosure

Amountin NPR

As on Ashad end 2080

Quoted:

Share-Central Finance Co. Ltd.( Cfc) 5,000 1,965,000 | 2,660,000 5,000 1,965,000
Share-Chhyangdi Hydropower Ltd. (Chl) 900 237,600 282,600 900 237,600
Share-Mountain Hydro Nepal Limited (Mhnl) 895 213,010 222,855 895 213,010
Share-Nic Asia Bank Ltd. 5418 3,333,960 | 2,401,258 4,200 3,333,960
Share-Niirdhan Utthan Bank Limited (Nubl) 3,698 2,828,970 | 2,632,606 3,698 2,828,970
Share-Shivam Cements Ltd. 4 2,606 2,009 4 2,606
Share-Soaltee Hotel Limited (Shl) 92 42,680 40,664 88 42,680
Share-Union Hydropower Limited (Unhpl) 800 156,800 200,400 800 156,800
Unquoted - -
Total Value 16,807 | 8,780,626 | 8,442,392 15,585 | 8,780,626

* Book value indicates the book value without adjusting fair value gain/loss of current year.

6.2Investment in Debentures

Amountin NPR

Total

7 Deferred Income Tax

Deferred tax is provided using the balance sheet liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes. The amount of deferred tax provided is based on the expected realization or settlement
of the carrying amount of assets and liabilities using tax rates at the balance sheet date.

The principal temporary difference arise from depreciation of fixed assets, provision for leave encashment,
provision for CSR, provision for foreign exchange loss and fair value changes in investment.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is no
longer probable that the related tax benefit will be realized.
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Amount in NPR

Particulars As at Ashad 31, 2081 As at Ashad 31, 2080
Deferred Tax Asset 75,019,224 7,706,984
Deferred Tax Liability 257,660,484 84,890,490
Net Deferred Tax Asset / (Liability) (182,641,260) (77,183,506)
Net Changes (105,457,754) (146,014)
Deferred Tax charged in OCI (40,173,968) 269,564
Deferred Tax charged in SPL (65,283,786) (415,578)

Deferred Tax charged directly in Equity
due to change in estimate of the life of asset - -

Deferred tax Assets:
Recognized in profit or loss 74,174,996 6,947,315
Recognized in OCI 844,228 759,669
Recognized in Equity
Deferred tax Assets at the end of year 75,019,224 7,706,984

Deferred tax liability:

Recognized through profit or loss 197,272,695 64,761,227
Recognized through OCI 60,387,789 20,129,263
Deferred tax liability at the end of year 257,660,484 84,890,490

8 Other Non Current Assets

These non current assets are non-interest bearing and are not expected to be realised or settled in the normal
operating cycle of the company.

Amount in NPR

Particulars ‘ As at Ashad 31, 2081 ‘ As at Ashad 31, 2080
Security Deposits 2,040,762 1,992,762
Custom, VAT and Income Tax Deposit 704,157 704,157
Total 2,744,920 2,696,920

9 Inventories

Inventories are initially recognized at cost and subsequently at the lower of cost and net realizable value as
per NAS 2 Inventories. Net realizable value is the estimated selling price in the ordinary course of business,
less the estimated cost of completion and estimated cost necessary to make the sale.

Net realizable value is the estimated selling price in the ordinary course of business less the estimated costs
of completion and the estimated costs necessary to make the sale. The cost of obsolescence and other
anticipated losses are also considered for determining the net realizable values.

Finished goods are valued at cost and cost of finished goods includes the cost of raw materials, auxiliary
materials, packing materials, direct labor and appropriate proportion of fixed and variable production
overheads incurred in bringing the inventory to their present location and condition.

In determining the cost of inventories of raw materials and packing materials Weighted Average (WA) method
is used.

Cost of inventory comprises of all costs of purchase, duties, taxes (other than those subsequently recoverable
from tax authorities), cost of conversion and other costs incurred in bringing the inventories to their present

location and condition.

In determining the cost of inventories of consumables, stores & spares and fuel, First In First Out (FIFO) method
is used.
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Amount in NPR

Raw materials & Auxiliary Materials

1,180,018,649

1,184,019,415

Packing Materials 21,785,396 11,026,343
Finished Goods 681,970,742 258,735,430
Store,Spares and Consumables 385,374,202 385,849,798
Gross Total 2,269,148,989 1,839,630,986

Less: Allowance for Obsolescence

Total Inventories

2,269,148,989

1,839,630,986

10 Prepayments

These are expenses paid for the period beyond the financial period covered under the financial statement.
These will be charged off as expenses in the respective period for which such expenses pertain to.

Particulars
Prepaid Expenses

As at Ashad 31, 2081

Amount in NPR
As at Ashad 31, 2080

Prepaid Insurance

429,604

440,238

Total

429,604

440,238

11 Other Current Assets

Particulars

Amount in NPR

As at Ashad 31, 2081 As at Ashad 31, 2080

VAT Receivable 65,837,597 8,423,178
Advance Income Tax 10,991,011 49,465
Advance Payment for Corporate Social Responsibility 7,008,720 5,695,849
Total 83,837,329 14,168,493

12 Loans and Advances

Loans and advance include non-derivative financial assets with fixed or determinable payments that are not

quoted in an active market.

After initial measurement, loans and receivables shall be subsequently measured at amortized cost using the
effective interest rate, less allowance for impairment, if any.

Amount in NPR

Particulars As at Ashad 31, 2081 As at Ashad 31, 2080
Sundry Advances incuding Staff Advances 505,247,006 391,529,753
Total 505,247,006 391,529,753

The fair values of all the above financial assets are equal to their carrying amounts. These advances are non-

interest bearing and are expected to be settled in the entity's normal operating cycle.

13 Trade Receivable

Trade Receivables are initially recognized at its face value and subsequently carried at face value.

Amount in NPR

Particulars As at Ashad 31, 2081 As at Ashad 31, 2080
Trade Receivables 810,000,134 829,682,300
Gross Total 810,000,134 829,682,300
Less: Allowance for Doubtful Recoveries - -
Total Trade Receivables 810,000,134 829,682,300

Working Capital Loans are secured against trade receivables, inventories and all the current assets.
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14 Other Financial Assets

Amount in NPR

Margin Money 30,477,815 26,595,226
Letter of Credit 454,589 5,192,341
Total 30,932,404 31,787,567

15 Cash and Cash Equivalents
Cash and cash equivalents are defined as cash on hand, demand deposits and short term highly liquid

investments, readily convertible to known amounts of cash and subject to insignificant risk of changes in
value.

For the purpose of cash flow statements, cash and cash equivalents consist of cash in hand and balance in
bank accounts.

Amount in NPR

Cash In Hand (as certified) 158,546 293,644
Balances with Banks 16,429,394 20,003,196
Total 16,587,940 20,296,840

16 Financial Instruments : Financial Liabilities
Financial Liability is any liability that is:
a) a contractual obligation:
i) to deliver cash or other financial asset to another entity, or
ii) to exchange financial assets or financial liabilities with another equity under conditions that are potentially
unfavorable to the entity, or

b) a contract that will or may be settled in the entity's own equity instruments and is:

i) a non-derivative for which the entity is or may be obliged to receive a variable number of the entity's own
equity instruments, or

ii) a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the entity's own equity instruments.

A) Recognition
All financial liabilities are initially recognized on the date on which the company becomes a party to the
contractual provisions of the instrument. The classification of financial instruments at the initial recognition
depends on their purpose and characteristics and the management’s intention in acquiring them.

B) Classification

The Company classifies its financial liabilities, other than financial guarantees and loan commitments, as
follows:

i) Financial Liabilities at Fair Value through Profit or Loss (FVTPL)

Financial liabilities are classified as fair value through profit or loss if they are designated at fair value through
profit or loss. Upon initial recognition, transaction costs are directly attributable to the acquisition are
recognized in Statement of Profit or Loss as incurred. Subsequent changes in fair value is recognized at profit
or loss.

ii) Financial Liabilities measured at amortized cost

All financial liabilities other than measured at fair value though profit or loss are classified as subsequently
measured at amortized cost using effective interest rate method.
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C) Measurement
i) Initial Measurement
A financial asset or financial liability is measured initially at fair value plus or minus, in the case of a financial
asset or financial liability not at fair value through profit or loss, transaction costs that are directly attributable
to its acquisition or issue. Transaction cost in relation to financial assets and liabilities at fair value through
profit or loss are recognized in Statement of Profit or Loss.

ii) Subsequent Measurement

A financial asset or financial liability is subsequently measured either at fair value or at amortized cost based
on the classification of the financial asset or liability. Financial asset or liability classified as measured at
amortized cost is subsequently measured at amortized cost using effective interest rate method.

The amortized cost of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured at initial recognition minus principal repayments, plus or minus the cumulative
amortization using the effective interest method of any difference between that initial amount and the
maturity amount, and minus any reduction for impairment or uncollectibility.

16.1 Non Current Borrowings

Non Current Borrowings are interest bearing financial liabilities consisting of Bank Borrowings. For these
financial liabilities interest charged by the bank approximates effective interest rate and such rate is considered
for calculation of amortized cost of liability and the finance cost. The effect of initial charges and its impact on
effective rate is considered not material and the carrying value is considered approximate amortized cost.

Amount in NPR

Particulars As at Ashad 31, 2081 As at Ashad 31, 2080
Secured Loans from Banks

Term Loan including Bridge Gap Loan 3,409,770,880 3,777,473,020
Hire Purchase Loan 10,270,531 22,445,463
Total 3,420,041,410 3,799,918,483

Term Loan Facility has been sanctioned and disbursed by Consortium of Banks lead by Prime Commercial
Bank Limited for procurement of Property, Plant and Equipment. The loan is secured by way of mortgage
over the Land owned by the company with hypothecation of entire plant & machineries . Further, Loan is
secured by cumulative personal guarantee of Mr. Nipesh Tayal, Mr. Prakash Tayal and Ratanlal Tayal along
with corporate guarantee from Sonapur Minerals and Oil Limited, R.P. Mining Private Limited and A.N. Mining
Private Limited.

Current Maturities of Term Loan which is repayable within 12 months from the reporting date has been
disclosed in Note No. 21 as Current Maturity of Long Term Loan.

17 Non Current-Trade payables
Trade payables are amount payable to creditors for goods and services and are non interest bearing. These
trade payables are normally settled on credit period exceeding a year.
Amountin NPR

Particulars As at Ashad 31, 2081 As at Ashad 31, 2080
Trade Payable
Total - -

18 Other Non Current Liabilities
Amount in NPR

Particulars As at Ashad 31, 2081 As at Ashad 31, 2080
Liability for Expense - -

Payable to Contractors - -
Security Deposit - -
Total - -
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19 Provisions
Provisions are recognized when the company has a present obligation, legal or constructive, as a result of a
past event, it is probable that a transfer of a economic benefits will be required to settle the obligation and
when reliable estimate can be made of the amount of obligation. If these conditions are not met, no provision
is recognized.

The amount of provision recognized is the management's best estimate of expenditure required to settle the
present obligation at the reporting date.

Management reviews provisions at each reporting date and is adjusted to reflect the best estimate. If it is no
longer probable that a transfer of economic benefits will be required to settle the obligation, the provision is
reversed.

19.1 Provisions - Non Current
Amount in NPR
Particulars | As at Ashad 31, 2081 | As at Ashad 31, 2080
Provision for employee benefits
Provision for Gratuity

Opening Balance 4,189,083 4,750,018
Addition (82,131) (560,935)
Adjustment - -
Closing Balance 4,106,952 4,189,083

Gratuity before the 1st Shrawan 2075 has been provided as per Labour Act, 2048. The company has
implemented the gratuity scheme as per Labour Act, 2074 from Shrawan 1, 2075 and is depositing the said
amount in Global IME Retirement Fund which is a defined contribution IRD approved Fund. Gratuity as per
Labour Act, 2074 is shown as current provision.

Amount in NPR

Particulars
Provision for Leave Encashment

As at Ashad 31, 2081

As at Ashad 31, 2080

Opening Balance 7,150,902 8,279,942
Addition - (1,129,040)
Payment - -
Closing Balance 7,150,902 7,150,902
Total 11,257,854 11,339,985

Leave Encashment has been provisioned as per company policy inline with Labour Act, 2074.

20 Provisions - Current

20.1 Provision for Bonus

Particulars

As at Ashad 31, 2081

Amount in NPR

As at Ashad 31, 2080

Provision for Bonus

Opening Balance 2,722,894 13,504,421
Addition - 2,722,894
Payment 2,722,894 13,504,421
Closing Balance - 2,722,894

Provision for Bonus is made in line with provisions of Bonus Act, 2030. Due to net losses in the current year,
the provision has not been made.
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20.2 Provision for Gratuity

Amount in NPR

Particulars As at Ashad 31, 2081 As at Ashad 31, 2080
Opening Balance 18,509,103 14,820,594
Addition 5,469,892 4,803,707
Payment 2,030,209 1,115,198
Closing Balance 21,948,786 18,509,103

20.3 Provision for Income Tax (Net of Advances)

Amount in NPR

Opening Liability (49,465) 960,262
Current Tax Liability for the year 66,350 6,535
Opening Liability Paid During the Year - (960,262)
Advance Tax Deposit during the year (11,007,896) (56,000)
Transferred to Deposits - -
Net Closing Liability (10,991,011) (49,465)

** This amount is shown as Current Asset in Note 11 Other Current Assets

20.4 Provision for Corporate Social Responsibility

Amount in NPR

Particulars As at Ashad 31, 2081 As at Ashad 31, 2080
Opening Balance (5,695,849) (5,936,703)
Addition (1,312,871) 272,289
CSR Provisioning of F/Y 2078-79 - 1,215,398
Payment - 1,246,833
Closing Balance** (7,008,720) (5,695,849)

** This amount is shown as Current Asset in Note 11 Other Current Assets

20.5 Provision for Foreign Exchange Loss/ (Gain)

Particulars

As at Ashad 31, 2081

Amount in NPR
As at Ashad 31, 2080

Opening Balance

Net Provision during the Period

Closing Balance

Total Current Provision

21,948,786

21,231,997

21 Current Borrowings

Current Borrowings are interest bearing financial liabilities consisting of Bank Borrowings. For these financial
liabilities interest charged by the bank approximates effective interest rate and such rate is considered for
calculation of amortized cost of liability and the finance cost. The effect of initial charges and its impact on
effective rate is considered not material and the carrying value is considered approximate amortized cost.
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Amount in NPR

As at Ashad 31, 2081

As at Ashad 31, 2080

Secured Loans from Banks

Working Capital Loans 2,050,684,869 2,706,619,008
Current Maturity of Long Term Loan 184,750,000 173,218,418
Total 2,235,434,869 2,879,837,426

Working Capital Loan Facility has been sanctioned and disbursed by Consortium of Banks led by Prime
Commercial Bank Limited for working capital requirements of the company. The loan is secured by way of
hypeothcation over inventories of the company, assignment of bills receivables and all other current assets.
Further, Loan is secured by cumulative personal guarantee of Mr. Nipesh Tayal, Mr. Prakash Tayal and Ratanlal
Tayal along with corporate guarantee from Sonapur Minerals and Qil Limited, R.P. Mining Private Limited and
AN. Mining Private Limited.

22 Trade payables
Trade payables are amount payable to creditors for goods and services and are non interest bearing. These
trade payables are generally settled on credit period of 30 to 120 days. However it also consists of amount

payable since more than 120 days.

Amount in NPR

As at Ashad 31, 2081

As at Ashad 31, 2080

Trade payables

293,897,977

549,900,246

Total

293,897,977

549,900,246

For these non interest bearing financial liabilities, the carrying value of such financial liabilities represents the

amortized cost.

23 Other Financial Liabilities

Amount in NPR

As at Ashad 31, 2081 As at Ashad 31, 2080
Liability for Expenses 21,767,710 24,443,435
Payable to Staff 1,139,056 30,761,339
Sundry Payables 1,595,724 191,621
Letter of Credit Payable 992,084,507 798,994,682
Total 1,016,586,998 854,391,077

24 Other Current Liabilities

Amount in NPR

As at Ashad 31, 2081 As at Ashad 31, 2080
Liability for Expenses 21,767,710 24,443,435
Payable to Staff 1,139,056 30,761,339
Sundry Payables 1,595,724 191,621
Letter of Credit Payable 992,084,507 798,994,682
Total 1,016,586,998 854,391,077

25 Share Capital

The Company classifies capital instruments as financial liabilities or equity instruments in accordance with
the substance of the contractual terms of the instruments. Equity is defined as residual interest in total assets

of the Company after deducting all its liabilities.

Accordingly the share capital of the company comprises for following equity types:
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25.1 Ordinary Share Capital

Amount in NPR

As at Ashad 31, 2081

No of share

Value Per Share

Capital In value

Authorized capital 50,000,000 100 5,000,000,000
Issued capital 30,750,500 100 3,075,050,000
Paid up capital 30,750,500 100 3,075,050,000

As at Ashad 31, 2080

No of share

Value Per Share

Capital In value

Authorized capital 50,000,000 100 5,000,000,000
Issued capital 30,750,500 100 3,075,050,000
Paid up capital 18,450,300 100 1,845,030,000

26 Reserve and Surplus

The reserves include retained earnings and other reserves, if any.

Amount in NPR

As at Ashad 31, 2081 As at Ashad 31, 2080
Retained Earning 22,681,444 493,690,286
Other Comprehensive Income (47,632,692) (7,120,491)
Fair Value Reserve 315,358,454 315,358,454
Total 290,407,206 801,928,249

*Revaluation Reserve

Revaluation Reserve has been created towards revaluation of land owned by the company on the basis of

independent engineer valuation in previous years. The land has not been revalued in the current year.

Amount in NPR

As at Ashad 31, 2081 As at Ashad 31, 2080
Opening 315,358,454 315,358,454
Addition - -
Utilization - -
Closing Balance 315,358,454 315,358,454

Securities Premium

Thecompany hascollected NPR1,69,03,23,944.40 as securities premiumwhile issuance of equity sharesthrough
IPO at a premium price. Further the expenses pertaining to such issue amounting to NPR 3,70,21,344.58 is

written off to the Securities Premium Account.

27 Gross Revenue:

Amount in NPR

For the Year 2080 -81

For the Year 2079 -80

Sales

Sale of Clinker

Sale of Gypsum - 499,510
Sale of Limestone - 203,170
Sale of Cement 1,619,254,897 1,717,055,326
Other Sales 20,654,382 12,399,254
Total 1,639,909,279 1,730,157,260
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28 Cost of Sales

Amount in NPR

For the Year

For the Year

2080 -81 2079 -80
Raw Materials and Packing Materials 830,813,370 592,572,753
Total Raw Material Consumed 830,813,370 592,572,753
Production and Manufacturing Overheads 1,146,092,417 741,699,300
Gross Cost of Production 1,976,905,787 1,334,272,053
Cost of Goods 1,976,905,787 1,334,272,053
Changes in inventory of Finished Goods (423,235,312) (19,199,692)
Cost of Goods Sold 1,553,670,475 1,315,072,361

Cost of goods sold (COGS) refers to the direct costs of producing cement and clinker sold by the company.
This amount includes the cost of the materials, labor and other costs directly attributable to the production

of cement and clinker.

29 Other Income

Amount in NPR

For the Year For the Year

2080 -81 2079 -80

Gain on Sales of Fixed Assets* - 46,757,092
Net exchange gain 180,889
Miscellaneous Income 472,730 18,238,564
Insurance Claim 93,520 367,850
Profit/Loss on Sales of Investment (Net off) 5,083,045
Dividend Income 224 125,315
Rent Income 60,000 60,000
Total 626,474 70,812,755

*The company has sold off some of its PPE during the previous year, gain from such sales proceeds have been

recognized as Gain on Sales of Fixed Assets.

30 Selling and Distribution Expenses

Amount in NPR

For the Year For the Year

2080 -81 2079 -80

Advertisement, Publicity & Trade Promotion 2,998,238 1,812,633
Commission - -
Salary & Wages 13,790,780 12,690,193
Total 16,789,018 14,502,826
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31 Administrative Expenses

Amount in NPR

For the Year For the Year

2080 -81 2079 -80

Audit Fee 1,000,000 1,000,000
Tax Expenses for lost cases - 5,476,698
Bank Charges 1,989,819 2,836,973
Canteen Mess Expenses 701,101 912,573
Charity & Donation 200,000 116,000
Consultancy & Legal Fee 708,600 2,558,095
Electricity & Water 187,203 181,555
Fines & Penalty 738,230 112,924
Guest Entertainment Expenses 1,019,720 675,456
Cratuity Expenses 5,469,892 4242772
Insurance Expenses 11,233,043 14,394,059
Internet Expenses 446,564 512,958
IPO Issue Expenses - 545,000
Lease Rental Expenses 2,386,656 2,266,668
Leave Encashment Expenses - -
Medical Expenses 243,076 342,657
Office Expenses 2,597,529 3,408,631
Pooja Expenses 392,339 289,944
Printing & Stationary 229,663 213,980
Rates & taxes 10,360,372 2,864,635
Software Renewal Expenses 142,000 138,915
Repair & Maintenance 3,932,595 4,603,654
Salaries and Wages of Admin Staff 61,849,096 56,433,044
Security Expenses 7144 547 7,640,323
Staff Welfare - Admin 972,274 827,892
Telephone & Postage Expenses 2,180,260 1,472,554
Travelling & Conveyance Expenses 2,728,519 2,250,065
Staff recruitment Expenses 15,000 -
BIS Mark Expenses 25,700 -
Vehicle Running Expenses 1,698,684 1,605,603
AGM Expenses 341,588 -
Board Meeting Fee Expenses 174,000 -
Notice & Publications 38,880 -
CSR Provisioning of F/Y 2078-79 - 1,215,398
121,146,949 119,139,028

Bonus-Staff - 2,722,894
CSR Provision - 272,289
Total 121,146,949 122,134,211
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31.1 Employee Benefit Expense Disclosure

Amount in NPR

For the Year For the Year
2080 -81 2079 -80

Included in cost of sales
Wages and Salaries 91,234,774 79,199,893
Cost of Limestone 9,744,635 9,545,313
Included in Selling and Distribution Expenses
Wages and Salaries 13,790,780 12,690,193
Included in Administrative Expenses
Wages and Salaries 61,849,096 56,433,044
Staff Welfare 972,274 827,892
Gratuity* 5,469,892 4,242,772
Leave Encashment* - -
Bonus* - 2,722,894
Total 183,061,451 165,662,001

*Gratuity, Leave Encashment and Bonus represents total provision made for Production, Administrative and

Selling & Distribution employees.

32 Finance Cost

Finance Cost comprises of interest on Term Loans, hire purchase loans, short term loans and Bank Overdraft
along with their allied charges. All these costs are carried at amortized cost using effective interest rate which

is assumed to be bank interest rate.

Amount in NPR

For the Year For the Year

2080 -81 2079 -80

Gross Finance Expenditure 666,909,472 759,953,348
Finance Income - (35,624,841)
Interest Cost Capitalized to Capital WIP (407,610,145) (493,738,457)
Net exchange losses on foreign currency borrowings 238,806 76,877
Total 259,538,134 230,666,928

33 Income Tax

Tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or loss
except to the extent that they relate to items recognized directly in equity or in other comprehensive income.

A) Current Tax
Current tax is the expected tax payable or recoverable on the taxable income or loss for the year, using tax
rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of
previous years.

B) Deferred Tax
Deferred tax is provided using the balance sheet liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes. The amount of deferred tax provided is based on the expected realization or settlement
of the carrying amount of assets and liabilities using tax rates at the balance sheet date.
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Amount in NPR

For the Year For the Year
2080 -81 2079 -80
Current tax expense
Provision for income tax 66,350 6,535
Previous years taxes 9,679,278 -
Total Current Tax Expense 9,745,628 6,535
Deferred Tax
Origination and reversal of temporary 65,283,786 415,578
differences
Recognition of previously unrecognized - -
deferred tax assets
Total Deferred Tax Income / (Expense) 65,283,786 415,578
Total Tax Expense for the Year 75,029,414 422,13

33.1 Reconciliation of tax expense and the accounting profit multiplied by Company’s tax rate for 2080-81 and

2079-80:

For the Year For the Year
2080 -81 2079 -80

Profit before income tax (395,979,428) 26,668,394
Effects on income tax of:
Income not subject to income tax (7,549,894) (51113,441)
Expenses not deductible for tax purposes 94,603,270 (36,935,044)
Carry Forward Loss on Investment Income (6,098,388) (5,040,754)
Carry Forward Loss on Manufacturing Income (60,660,719) -
Net effect 20,294,268 (93,089,239)
Taxable Income (375,685,159) (66,420,845)
Income not subject to income tax
Profit on sale of Fixed Assets - (46,757,092)
Profit/Loss on Sales of Investment (Net off) - (4,841,483)
Dividend Income (224) (125,315)
Value of closing and opening stocks (7,549,670) 610,449
Total (7,549,894) (51,113,441)
Expenses (deductible) / non deductible for tax purposes
Excess Depreciation allowed as per Income Tax Act (33,914,820) (50,783,238)
Provision for Foreign Exchange Loss- Unrealized - -
Interest Expenses (To be Capitalized to WIP as per Tax) 101,338,072 -
Production and Manufacturing Overheads - -
Administrative Expenses 938,230 5,871,242
Bonus Expenses - -
Repairs and maintenance Capitalized to Fixed Assets in 20,771,896 2,246,492
Tax
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Corporate Social Responsibility - 1,487,687
Provision for Leave Encashment - -

Provision for Gratuity 5,469,892 4242772
Total 94,603,270 (36,935,044)

Prior year under/(over) provision

Prior Period Expenses - -

Total - -
Tax - -

For the Year 2080 -81 For the Year 2079 -80

Tax on Taxable Tax Taxable Tax
Taxable Income Income Amount Income Amount

Trading Income @ 25% 265,399 66,350 26,141 6,535
Investment Income @ 25% (7152,064) - (6,098,388) -
Manufacturing Income @ 18% (368,798,495) - (60,348,598) -
Total Income (375,685,159) 66,350 (66,420,845) 6,535

34 Earnings Per Share
The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. The basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary

shares.
Amount in NPR
Particulars For the Year For the Year
2080 -81 2079 -80
N'et profit atfcrlbutable to Shareholders for Basic and (471008,842) 26,246,280
diluted earnings
\é\l/:)eéghted average number of Ordinary Shares for basic 27,852,371 18.450,300
Effects of dilution:
Share Option - -
Weighted average number of ordinary shares adjusted ) )
for the effect of dilution
Basic earning per ordinary share (16.91) 1.42
Diluted earning per ordinary share (16.91) 1.42

Since there is no convertible and other option, diluted earning per share would be equal to Basic earning per
share.

The Company has raised additional equity capital in the current year through issuance of IPO (Initital Public
Offer) at a premium price. The company has obtained the approval for issuing of IPO from Securities Exchange
Board on Nepal on 2080-04-17. The allotment of shares issued through IPO to various categories are detailed
below:
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Amount in NPR

Particulars No. of Shares | Allotment Date
Project Affected Locals 134520 2080.06.02
Foreign Employment Nepalese 1216568 2080.06.02
Mutual Funds 608284 2080.06.02
Employees 19500 2080.06.18
General Public 10321328 2080.06.24
Total 12300200

The company has considered the allotment date for the date of allotment to the General Public i.e. 2080.06.24

for calculation of Weighted Average Number of Ordinary shares for EPS calculation.

35 Declared and Proposed Dividends

Dividends payable to the Company's shareholders are charged to equity in the period in which they are

declared. Proposed dividends are disclosed in notes separately until declared.

35.1 Declared and Approved during the year

Amount in NPR

Particulars

For the Year
2080 -81

For the Year
2079 -80

Dividends on Ordinary Shares

Dividends on Ordinary Shares

Total Dividend Declared

35.2 Proposed for approval at the annual general meeting (not recognized as a

date)

liability as at balance sheet

Amount in NPR

Particulars

For the Year
2080 -81

For the Year
2079 -80

Dividends on Preference Shares

Dividends on Ordinary Shares

Total Dividend Proposed

36 Financial risk management objectives and policies
The Company's principal financial liabilities comprise of Borrowings, trade and other payables. The main
purpose of these financial liabilities is to finance the Company's operations. The Company'’s principal financial
assets comprises of trade receivables, loans and advances and other financial assets that arrive directly from

its operations.

The Company is exposed to market risk, credit risk and liquidity risk. The Company’s senior management

oversees the management of these risks.

The Board of Directors reviews and agrees policies for managing each of these risks which are summarized

below.

36.1 Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of
changesin market prices. Market prices comprise four types of risk: interest rate risk, currency risk, commodity
price risk and other price risk, such as equity price risk.
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36.1.1 Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. The Company's exposure to the risk of changes in
foreign exchange rates relates primarily to the Company's operating activities (when revenue or expense
is denominated in a different currency from the Company’s functional currency). The Company, as per its
risk management policy, uses foreign exchange and other derivative instruments primarily to hedge foreign
exchange and interest rate exposure. Any weakening of the functional currency may impact the Company'’s
cost of imports and cost of borrowings and consequently may increase the cost of financing the Company'’s
capital expenditures. Further, the Company manages its foreign currency risk by not holding the receivables
and payables in foreign currencies for long durations.

36.1.2 Commodity price risk
The Company is affected by the volatility of certain commodities. Its operating activities require the ongoing
purchase of raw materials and therefore require a continuous supply of the same.

The Company manages this risk by purchasing materials and supplies from the suppliers identified by the
group and the Company has long term relation with the suppliers.

36.2 Credit risk

Creditrisk is the risk that a counterparty will not meet its obligations under a financial instrument or customer
contract, leading to a financial loss. Credit risk is the risk of financial loss arising from counter-party failure
to repay or service debt according to the contractual terms or obligations. Credit risk encompasses both the
direct risk of default and the risk of deterioration of credit worthiness as well as concentration risks.

36.2.1 Trade receivables

Customer credit risk is managed by the Company’s established policy, procedures and control relating to
customer credit risk management. Credit quality of the customer is assessed and individual credit limits are
defined in accordance with this assessment.

Outstanding customer receivables are regularly monitored and followed up by the management team for the
recovery.

36.2.2 Cash deposits

Credit risk From balances with banks and financial institutions are managed by maintaining the balances
with highly reputed Commercial banks and other agencies if if deems appropriate and beneficial to the
company.

36.3 Liquidity risk

37

Liquidity risk is the risk that the Company will face in meeting its obligations associated with its financial
liabilities. A material and sustained shortfall in the cash flow could undermine the Company’s credit rating,
impair investor confidence and also restrict the Company's ability to raise funds.

The Company maintains a cautious funding strategy to mitigate the liquidity risk. The Company's Finance
Department regularly monitors the liquidity position to ensure it has sufficient liquidity on going basis to
meet the operational needs. The Company monitors its risk to a shortage of funds on a regular basis through
cash forecast.

The Company maintains a balance between continuity of funding and flexibility through the use of bank
loans and realization from the revenue and operations. Access to sources of funding is sufficient.

Contingent Liabilities

Contingent liabilities are disclosed when there is a possible obligation arising from past events, the existence
of which 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 a present obligation that arises from past events where it is
either not probable that an outflow of resources will be required to settle the obligation or a reliable estimate
of the amount cannot be made.

The Company records a liability for any claims where a potential loss is probable and capable of being
estimated and discloses such matters in its financial statements, if material. For potential losses that are
considered possible, but not probable, the Company provides disclosure in the financial statements but does
not record a liability in its accounts unless the loss becomes probable.
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The Company believes that none of the contingencies described below would have a material adverse effect
on the Company'’s financial condition, results of operations or cash flows. It is not practicable for the Company
to estimate the timings of the cash outflows, if any, pending resolution of the respective proceedings. The
Company does not expect any reimbursements in respect of the same.

All the contingent liabilities and the guarantees given by the Company to the third parties are disclosed

below:
Amount in NPR
Particulars As at As at
Ashad 31,2081 | Ashad 31, 2080
Towards Nepal Electricity Authority * 573,877,965 573,877,965
Towards Income Tax with IRD ** 704,157 704,157
Total 574,582,122 574,582,122

*Nepal Electricity Authority (NEA) has raised demand liability of Rs. 28,59,65,604.50 against billing difference
from Bhadra, 2072 till Falgun, 2075 due to use of electricity through dedicated trunk line of NEA for the said
period.

In addition, The management of the company has opted to book the Electricity Expenses as per the old tariff
rate of Nepal Electricity Authority instead of new tariff rates due to which the liability on account of Electricity
expenses have been understated by Rs. 101,334,630.00 in Financial Year 2076-77 and Rs. 35,047,127.00 in
Financial Year 2075-76. Also, the penalty charges levied by NEA on account of non-payment of bills as per new
tariff rate has not been recognized as expense. For the demand liability raised by NEA, the management of
the company has requested NEA to provide sufficient evidence for consumption of electricity through the
use of dedicated trunk line. However since no evidence of use of electricity through dedicated trunk line is
provided by NEA and NEA has further admitted in various courts of Nepal that the data of TOD meter which
is the most conclusive evidence for use of electricity is not available with the NEA, hence the management is
of view that in absence of evidences and supportings for any claims made by NEA, the demand liability raised
by NEA shall be waived off by appropriate authorities of Nepal.

The data provided by NEA for outstanding disputed dues payable by the company till Mangshir 2080 stands
to NPR 57,38,77,965 which has been disclosed as contingent liabilities.

** The company has filed appeal in earlier years for income tax assessment of FY 2075-76, FY 2076-77 and FY
2077-78 in Revenue Tribunal, Kathmandu against the decision of IRD for admininstrative review for income
tax assessments by Large Tax payer Office for the financial years 2075-76, FY 2076-77 and FY 2077-78. The
Revenue Tribunal has provided its verdict for the said cases in the current year. Out of the disputed matters,
decision of Tribunal for some of the matters are made in the favour of the company whereas others in the
favour of IRD. The board of the company has decided to accept the decision of Tribunal for all three financial
years i.e. 2075-76,2076-77 and 2077-78 and hence no further appeal has been done. Since the Re-assessments
of the cases has not yet been conducted by the Large Taxpaper Office, the disputed tax amount has been still
shown as contingent liabilities.
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38. RELATED PARTIES AND TRANSACTIONS WITH RELATED PARTIES
All transactions with related parties are carried out by the Company at arm's length prices.

Entity that is controlled by

Key Managerial Person Key Managerial Person Designation
Bala Mines Pvt.Ltd. Mr. Ratan Lal Tayal Chairman
Bhawani Refinery & Mines Pvt. Ltd. | Mr. Nipesh Tayal Managing Director
Ganapati Mines Pvt.Ltd. Mr. Prakash Tayal Director
Ganga Mines Pvt.Ltd Mr. Ankit Khadka Director
Kalika Mines Pvt.Ltd. Ms. Chandrakala Kumari Bohara Director
Muna Mines Pvt . Ltd Mr. Deepak Thapa Director
P.T. Mines Pvt. Ltd. Ms. Rachana Kumari Ojha Director
Riche Mines Pvt. Ltd. Ms. Alisha Pandey Former Director
Sona Mines Pvt.Ltd. Mr. Bhim Prasad Pathak General Manager

Sonalika Mines Pvt.Ltd.
Sundar Mines Pvt.Ltd.
Surya Mining Pvt. Ltd.
Bala Trade Link Pvt.Ltd

Bala Investment Pvt. Ltd.

Ganpati Investment Pvt. Ltd.

Muna Investment Pvt. Ltd.

Sona Investment Pvt. Ltd.

Sonalika Investment Pvt. Ltd.

Tayal Investment Pvt. Ltd
AN. Mining Pvt.Ltd.
Bijauri Mines Pvt. Ltd.

Ganga Investment Pvt. Ltd.
R.P.Mining Pvt. Ltd.
Kalika Malika Fuel Center Pvt. Ltd.
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Party Name Purchase Balances As on Ashadh 31, 2081
AN. Mining Private Limited 89,863,051 S.N. Party Name g;?as:‘rlge
R.P. Mining Private Limited 335,670
Bala Mines Pvt Ltd. 1260,000 1 Bala Mines Pvt.Ltd. 7,423,048
Bhawani Refinery & Mines Pvt. 1,020,000 2 Bhawani Refinery & Mines Pvt. Ltd. 6,885,531
Ltd. 3 Ganapati Mines Pvt.Ltd. 6,044,605
Bijauri Mines Pvt. Ltd. 840,000 4 Ganga Mines Pvt.Ltd (2,502,590)
Ganga Mines Pvt.Ltd - 5 Kalika Mines Pvt.Ltd. 1,655,676
Kalika Mines Pvt.Ltd. 1,200,000 6 Muna Mines Pvt . Ltd 3,830,092
P.T. Mines Pvt. Ltd. 1,200,000 7 P.T. Mines Pvt. Ltd. 9,355,148
Riche Mines Pvt. Ltd. 1,260,000 8 Riche Mines Pvt. Ltd. 9,236,218
Sona Mines Pvt.Ltd. 1,200,000 9 Sona Mines Pvt.Ltd. 9,582,759
Sonalika Mines Pvt.Ltd. 1,140,000 10 Sonalika Mines Pvt.Ltd. 8,905,581
Surya Mining Pvt. Ltd. 780,000 11 Sundar Mines Pvt.Ltd. 1,616,953
Kalika Malika Fuel Center Pvt. Ltd. 64,612,109 12 Surya Mining Pvt. Ltd. 8,389,151
Party Name Sales 13 Bala Trade Link Pvt.Ltd 61,913,468
AN. Mining Private Limited 50027 14 Bala Investment Pvt. Ltd. (1,014,432)
15 Ganpati Investment Pvt. Ltd. 3,314,535
16 Muna Investment Pvt. Ltd. 1,088,672
17 Sona Investment Pvt. Ltd. 15,434,456
18 Sonalika Investment Pvt. Ltd. 14,925,357
19 Tayal Investment Pvt. Ltd 1,026,918
20 | A.N.Mining Pvt.Ltd. 148,937,521
21 Bijauri Mines Pvt. Ltd. 6,534,861
22 Ganga Investment Pvt. Ltd. 347,667
23 | RP.Mining Pvt. Ltd. 220,479,463
24 Kalika Malika Fuel Center Pvt. Ltd. 72,252,689
Director Remuneration
Name of Director Amount Period

Mr. Nipesh Tayal 7,647,000.00 includings£r§\xv§£n1tséfgggggl ?)]asékf\asigag:rﬁ(s)?ﬂ month.

Meeting Fees

Particulars

Amount

Board Meeting Fees

174,000.00
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