Chapagaun, Ward No-11
Godawari, Lalitpur

S. Danee & Associates

Chartered Accountants Bagmati, Nepal

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

Opinion
We have audited the accompanying Financial Statements of Sonapur Minerals & Qil Ltd. ("the Company"})

which comprises the Statement of Financial Position as at Ashad 32, 2082, Statement of Profit or Loss &
Other Comprehensive Income, Statemsnt of Changes in Equity & Statement of Cash Flows for the year
ended Ashad 32, 2082, and Notes to Financial Statement including Summary of Significant Accounting
Policies.

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid
Financial Statements give a true and fair view in conformity with Nepal Financial Reporting Standards
(NFRSs), of the state of affairs of the Company as at Ashad 32, 2082, and its profit, total comprehensive
incorne, its cash flows & the changes in equity for the year ended on that date.

Basis of Opinion
We conducted our audit of the Financial Statements in accordance with the Nepal Standard on Auditing

(NSAs) & applicable law. Our responsibilities under those Standards are further described in the 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 have
fulfilled our ethical responsibilities in accordance with these requirements and the ICAN's Code of Ethics.

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our sudit
of the financial statements of the current periocd. These matters were addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. We have determined the matter described below to be the key audit matter to be
communicated in our rerort.

Key Audit Matter How the matter was addressed in our audit

Useful life of Property, Piant and Equipment:

Post ' adoption of NFRS, the Company has Our principal cudit procedures performed, among other

changed method of depreciation from Wiritten procedures, inciuded the following:

Down “alue (WDWV) method to Straight Line 1. We obtaired understanding of the management's
Method (SLM). Given the judgement used for processes fo: assessing the useful life of PPE.
assessing useful life and its significant inpact to 2. We carrier! out testing of management's control

the Financial Statement, this is a key audit matter.

over assessiig the useful life of PPE.

3. We tested the basis of useful life.
Depreciation on Property, Plant and Equipment 4. We verified the technical evaluation done by
other than Freehold Lan¢ is providazd i "Straight managernent while assessing the useiul life of
Line Meathod (SLM;" based on Useful Life PPE.
estimated by technical expert of the m=-.agement. 5. Assessed the accounting principles applied by the

The Assets Useful Life are reviewed at the
reporting date and the effect of anv changes in
estimates are accounted for on 2 prospective
basis.

Compary to estimate useful life in accordance
with the Nepal Financial Reporting Standarys
ensuren adequacy of disclosures,”., -
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Contingent Liabilities relatad to Appeais
against Assessments:

The Company is exprsed to different laws,
regulations and their interpretations thercof. In this
regulatory environment there is inherent risk of
litigations and claims. Consequently, contingent
liabilities disclosures may arise from Direct &
Indirer: Taxes and Other Matters (If £.ny).

The company applies significant judgement in
estimating the likelihood of the futurz outcome in
each case and in determining the provisions or
disclosures required. Resolution of fex and legal
proceedings may span over multiple yezrs due to
the highly complex nature and magnitude of the
legal matters involved and may involve protracted
litigation.

These estimates could change significsntly over
time as new facts enierge and each !zgal case
progresses.

Given the inherent comgiexity anc magnitude of
potenti= exposures and the judgem :nt necessary
to estimate the amount of provisions required or to
determine required disclosizres this is a key audit
matter,

Valuation and Existence of Inventcries:

The Company's inventories constitute a significant
portion of the total assets as at the reporting date.
Due to the nature, volume, and incation of the
inventories, and restriciicns on access at the year-
end, management was unable to erform full
physical verification of inventories. As a result,
there is an increased risk relating to the existence
and valuation of inventories. Considering the
materiality of the inventory balance and the degree
of judgment involved, this matter was onsidered to
be a key audit matter.

Qur audit procedures included:

1.

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

We have read the correspondence betwean the
Company and the various tax authorities and the
legal opinions of external legal advisors where
applicable for significant matters.

We have tested the completeness of the litigations
and claims by examining on a sample basis the
Company's legal expenses and minutes of the
Board meetings.

We have assessed” the adequacy of the
Company's disclosures in respect of contingent
liabilities for tax and legal matters.

Qur audit procedures included:

1.

Obtaining an understanding of management's
internal  controls  over inventory recording,
safeguarding, and periodic verification

Reviewing management's alternative prccedures
performed in lieu of physical verification, including
inventory roll-forward and roll-back procedures and
quantity and value certified by technical expert.
Testing inventory movement records (goods
received notes and goods issue notes) beibre and
after the reporting date to assess the completeness
and existence of inventuries.

Performing ﬁubcstantive(anaiyticat procedures by
comparing inventory levels, turnover ratios, and
gross margins with prior periods and industry
trends.

Assessing the valuation of inventories by testing
cost components and evaluating whether
inventories were stated at the lower of cost and net
realizable value.

Evaluating the adequacy of disclosures made in
the financial statements regarding inventory
measurem=nt and the inability to conduct physical

verification. M
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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 Governance and
Business Responsibility report, but does not include the Consolidated Financigl Statements, Financial
Staternents & our Auditor's report thereon.

Our opinion on the Financial Statements does not 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 kncwledge obtained during the course of our audit or otherwise appears to be materially misstated.

If, based on the woerk we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Managements Responsibility for the Financial Statements

Managament 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
determines is necessary to enable the preparation of Financial Statements that are free from material
misstatement, whether due to fraud or error.

In preparing the Financial Statements, management is responsible for assessing its ability to continue as a
going concern, disclosing, as appliczble, matters related to going concern and using the going concern basis
of accounting unless the managemant either intends to liquidate or cease operations, or has no realistic

alternative but to do so.
L3

Those charged with governance are responsible for overseeing the Company's Financial Reporting process.

Auditor's Responsibility for the Avdit of the Financial Statements

Our ohjectives are to obtain reasonable assurance about whether the Financial Statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an Auditor's Report that includes
our opinion. Reasonable assurance is a nigh level of assurance but is not a guarantee that an audit conducted
in accordance with NSAs will always detect a material misstatement when i exists. Misstatements can arise
from fraud or error and are considerad material if, individually or in the aggregate, they could reasonably be
expected to influence the economic cecision of users taken on the basis of these Financial Statements.

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

i) Identify and assess the risk of material misstatement of the Financial Statements, whether due to fraud or
error. design and perform audit rrocedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentation, or the owerride of internal controls.

i) Obtain an understanding of Internal Control relevant to audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing zn opinion on the effectiveness of
Company's Iriternal Control.

iy Evaluate the appropriateness of accounting policies used and ihe reascnableness of accounting
estimates and related disclosures made by the management.

iv) Conclude on the appropriatenass ¢f management's use of the geing concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to even\s or
conditions that moy cast significant doubt on the Company's ability to continue as a gmnglc cern: | Ifwe
conclude that a material uncertainty exists, we are required to draw attention in our hudlte s Report tothe
related disclosures in the Financial Statements or, if such disclosures are inad tu\ﬁmﬁauT
opinion. /
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Our conclusions are based on the audit evidence cbiainea up to the date of our auditor's report.
However, Future events or conditions may cause the Company to <ease to continue as a going concern.
v) Evaluate the overall presentation, structure, and content of the: Financial Statements, including the
disclosures, and whether the Financial Statements represent the undesiying transactions and events in a
manner that achieves fair presentatica.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit 2nd significant audit findings, including any significant deficiencies in internal contral
that we identify dunrg our audit.

We alsc communicate with those ciarged with governance that we have complied with relevant ethical
requirernents regarding independence, and to communicate with ther;: all relationships and other matters that
may rzasonably be thought to bear ¢r our independence, and where soplicable, related safeguards.

Report on the Other Leazl & Requlatciy Requirements

i) We have obtained information and explanations asked for, which, t: the oest of our knowledge and belief,
were necessary for the purpose of our audit.

i) In our opinion, proper books of account as required by law relaling to preparation of the aforesaid
Financial Statements have been kep! so far as it appears from our examination of those books.

iii) Statement of Financisl Position, Statement of Profit or Loss & Other Comprehensive Income, Staternent
of Changes in Eqi.ty and S:wateinent of Cash Flows have been prepared in accordance with the
requirements of ihe Companies %4ect, 2063 and are in agreemznt with the books of account of the
Comnany.

iv] Duiing our examination of the books of account of the Companry, we have not come across the cases
whiare the Board of Directors o any member of there or any renresentative or any office holder or any
emoloyee of the Company has acted contrary to the provisions «f law or caused loss or damage to the
Company, and

v) We have not come across any friaudulent activities in the books of eceenis.

For: S. Danee & Associates
: ;’_'_:_"_L‘\‘_Sn rtered Accountants

&,

Ei Qﬁ..z
= .
o —

Plzce: Kathmandu, Nepal i
Date: 2099.49. 0F N ChT el

» rlef™ i
UDINNo.: 9 ¢ 51040402159 2] [9R = R.Psrl;zkit?:?nee

Phone No. +977-9849249555 Email: daneesudip2@ gmail.com



Name: Sonapur Minerals and Qil Limited

Subject:  Audit Report

FY: 2081-2082 (2024-2025)
Period: Shrawan 1, 2081 to Ashad 32, 2082 (July 16, 2024 to July 16, 2025)

S. Danee & Associates
(Chartered Accountants)



Sonapur Minerals and Oil Limited

Tulsipur -18, Dang
Statement of Financial Position
As on Ashadh 32, 2082
Ameunt in NPR
As at As at
Particulars Notes Ashadh 32, 2082 Ashadh 31, 2081
Assels
Mon = Current Assels
Propesty, Plant and Equipment 4 9,964,018,023 8,533,122,755
Intangible Assets 5 - -
Financial Assets
Investments .
Deferred Tax Asset R
Other Non Current Assets B 2,774,993 2744920
9,966,793,016 8,535,867,675
Current Assels
Inveniories 9 2 586,763,474 2,269,148,989
Prepayments 10 1,011,583 479,604
Other Current Assets 11 48,196,981 §3,837.329
Financial Assels
Loans and Advances 12 623,393,680 505,247,006
Trade Receivables 13 928,461,101 10,653,456
iher Financial Asset 14 46,579,933 30,932 404
Cash and Cash Equivalents 15 174,412,69 16,587,940
Investments & 8,781,860 8,442,302
4,417,601,309 3,725,279,119
Total Assets 14,384,394,325 12,261,146,7%
Liabilities
MNon Current Liabilities
Deferred tax liability 7 ITIATLEIB 182,641,260
Finaneial Liabilities
Mon Current Borrowings 161 - 5/082,111,154 5,1B8,617.054
Trade Payable 17 - .
Other Non current liabilities 18 . .
Provisions - Non Current 19.1 - 11,257,854
,059,263,992 5,382,516, 167
Current Liabilities
Provisions - Current 20 32,059,158 21,948,786
Financial Liabilities
Current Borrowings 21 ~ TEA20.17 466,859,226
Trade Payables it 303,034,451 293,657,977
Other Financial Liabilities ] 1,288,638,212 1069,495,632
Other Current Liabilities 24 138,927.515 7,669,201
2,4896479,553 1,859,670,821
Total liabilitics 8,545,763,545 7,212,366,988
Equity
Share Capital
Ordinary Share Capital 25 3,0075,050,000 3,073,050,000
Securities Premium 1,653,302,600 1,653,302,600
Reserve and Surplus 26 1,110,278,180 200,407,206
Total equity 5,838,630,760 5,018,759,80i
Total liabilities and equity 14,354,394 325 12,261,146,791
For and on Behalf of Board e hs per our report of even date
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Chartered Accountants

Ratan Lal Tayal
Chairman

Place: Kathimandu, Nepal
Date:



Sonapur Minerals and Oil Limited
Tulsipur -18, Dang

Statement of Profit or Loss
For the Period from Shrawan 1, 2081 to Ashadh 32, 2082

Amount in NPR
; E For the Year For the Year
Particulars Motes 2081-82 2080-81

Revenue from Operations 7 2,597,709,325 1,639,909.279
Cost of Sales 28 (1,896,324,474) 1,553,670,475)
Gross Profit 701,384,851 56,238,804
Other Incomoe 29 25,992,879 626,474
Selling and Distribution Expenses 30 (18,449,947) {16,789,018)
Administrative Expenses 31 (132,766,599) (121,146,949)
Depreciation and Amortization 4 (123,773,584) [85,370,605)
Operating Profit 452,387 599 (136,441,294)
Finance costs 32 (380,228,685) 1259,538,134)
Profit Before Tax 72,158,913 (395,979,428)
Income tax expense

Provision for income tax 0.3 {5}5?2} {Gﬁaml

Previous years tax .- (9,679,278)

Deferred tax income,/ (expense) 7 (24,902,939) (63,283,786)
Profit for the year 47,250,302 (471,008,842)
Earnings Per Share (EPS)

Basic EPS (Rs) 1.54 (15.32)
Diluted EFS (Rs) 1.54 (15.32)
For and on Behalf of Board As per our report of even date
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Place: Kathmandu, Nepal
Date:
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Sonapur Minerals and Oil Limited
Tulsipur -18, Dang

Statement of Cash Flow

For the Period from Shrawan 1, 2081 to Ashadh 32, 2082

Anrarn! in NPR
. For the Year For the Year

Particulars MNotes 2081.82 208081

A. Cash flow from operating activities
Profit affer income tax 47,250,302 (471,008,842
Adjustments for Non eash items: -
Depreciation and amortization 123,773,584 85,370,605
Revaluation of Land 941,909,843
Provision for Leave Encashment - -
P'rovision for Gratuity - 5,469,802
Adjustments for non operating items: -
Finance Cast 380,228,685 259,538,134
Profit on sale of fixed assets - -
Profit on sales of Investments - -
Dividend Income (232) (224)
Operating profit before changes to reccivables and payables 1,493,162,183 (120,630,435)
(Increase) / Decrease in Non-Current Assets (30,073} (48,000)
(Increase) / Decrease in Inventorics (317.614.485) (429,518,002
(Increase) f Decrease in Trade Recelvables (117,807, 546) 19,682,166
{Increase) / Decrease in Prepayments (581,980 10,634
{Increase) / Decrease in Other Curront Assols 35,640,348 (69,668,836)
{Imcreasze) / Decrease in Loans & Advances (118,146,673) {113,717,253)
(Increase} / Decrease in Other Financial Assets (15,647,52%) 855,163
Increase / (Decrease) in Other Non-Current Liabilities - -
Increase / (Decrease) in Provisions {11,257 854) (4,835,234)
Increase / (Decrease) in Trade Payables 9,136,475 {256,002, 269),
Increase / (Decrease) in Other Financial Liabilitics & Other Curent Liabilities 338,130,741 164,958,290
Cash generated from operations 1,294,983,506 {B08,913,777)
Deferred Tax Income / (Expenses) 24,902,939 65,283,786
Met cash inflow from operating activities 1,319,886, 445 (743,629,991)

B. Cash flow from investing activities
Proceeds from disposal of property and equipment - "
Purchase of property, Plant and equiprent and intangible assets (1,365,881,670) (432, 212,630)
Dividend Income 22 .
Sales of Quoted Shares = -
Met cash (outflow)finflow from investing activities {1,365,851,438) (452,212,406)

C. Cash flow from financing activities
Issue of Share Capital - 1,230,020,000
I'roceeds from Securities Premium - 1,653,302,600
Inerease / (Decrease) in Non Current Borrowings 493,494,101 (379 877.072)
Increase / (Decrease) in Current Borrowings 256,960,991 {644,402,557)
Finance Cost Paid Recognized in Profit & Loss Account [546,635,331) {666,5909,472)
Met cash outflow from financing activitics 203,819,748 1,192,133 498
{Decrease)/Increase in cash and cash equivalents A+B+C 157,824,756 {3,708, 900)
Cash and cash equivalents at start of year 16,587,940 200,396,840
Cash and cash equivalents at end of year 174,412,656 16,587,940

For and on Behalf of Board

Ratan Lal Tayal
Chairman

Nip
M.

Director

Place: Kathmandu, Nepal
Date:

Amargndra Sharan

CFO

_ As.per our report of even date
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Sonapur Minerals And Oil Limited
Tulsipur -18, Dang

Statement of Other Comprehensive Income
For the year ended Ashad 32, 2082

Amount in NPR
Paiticiitais S For the Year For the Year
: i : 2081-82 2080-81

Profit for the year 47,250,302 (471,008,842)
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 339,468 (338,234)
[tems that are or/ may be reclassified subsequently to profit or
loss
Deferred Tax asset / (liability} on other comprehensive
income (84,867) {4,559
Taotal other comprehensive income, net of tax 254,601 (253,676)
Total comprehensive income for the year 47,759,504 (471,516,193)

For and on Behalf of Board

%

Ratan Lal Tayal  Nip

Chairman MLTY

Place: Kathmandu, Nepal
Drate;

As per our report of even date
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Prapricter
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Sonapur Minerals and Qil Limited
Tulsipur -18, Dang

Sigaificant Accounting Palicies and Notes to Financial Statements for the year ended on Ashad 33, 2082

1

2.1

22

24

Repaorting Entity

Sonapur Minerals And Ol Limited (The “Company”] ks incorporated under Companics Actof Mepal vide registration Mo, 239081,/64,/065 on 2065-02-
3L The registered office of the company is Jocated at Ward No 9, Trikuti Margs, Battisputall, Kathmands. The main objectives of company is to
manufacture clinker and cement, The Company offers matnly two variant of vement i, Ordinary Portland Cement {OPC) and Portland Powmeolana
Cuament (PPC). The company had been convertied from private limited commpany 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 Statemnent {ineluding Other Comprehensive
Inwome), the Statement of Changes in Equaity, the Statement of Cash Flows and the Noles i e Accounts,

Statenient of Compliance

The financial statements have been prepared on acerual basis and approved by the Board of Dirclors on 20820005, The Financial Statements have
bewn prepared in accordance with Nepal Financial Reporting Standards [NFRS) as published by the Accounting Standards Board (ASB) Nepal and
promeunced by The Institule of Chartered Accountants of Nepal (ICAN) The applicable laws; Company Act, 2063 and Nepal Accounting Standards
issurd by ICAN, Bonus Act, Labour Act and other applicable laws. The financial statements have been prepared on an historical cost basls, except for
vestment propertics and financal assets and derivative instruments that have been measured at fair value,

These palicies have been cossstently apphied to all the years presented exoept atherwise stated.

Reporting period and approval of financial statements
The company follows the Nepalese financial year based on the Mepalese calendar, Reparting Perlod is Shrawan 1, 2081 1o Ashad 32, 2082. (i, July 16,
2024 1o [uly 16, 2025),

Functional and Presentation Currency
The financial statemonts are presented In Nepalese Rupees (NPR) which s the Company’s functional eurrency, All financial information presented in
NI'R has been rounded to the nearest rupee except where indicated otherwise,

Use of Estimates, Assumptions and Judgements

The Company, under NFRS, has applied accounting policies which appropriately suit its circumstances and eperating environment, Further, the
Company has made jodgments in respect of Items where the choice of specific policy, accounting estimate or assumption o be followed could
materially affect the financial statements. This may Later be determined that a different choice could have been mane appraptinte,

The accounting policies have been included in the rolevant notes for each ftem of the financial statemnents 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, Habilities, disclosure of contingent assets and liabilities, and profit or loss
43 reporied in the financial statements. The Company applies estimates In preparing and presenting the financial statements and such estimates and
underlying sssumptions ane reviewed poriodically. The revision to accolinting estimates dre recognized in the period in which the estimates are revised
and are wpplied prospectively,

Disclosures of the accounting estimates have been included in the relevant sections of the notes wherever the extimates have been applicd along with
the natlure and effect of changes of accounting estimates, f any,

Going Concern
The financial staternents are prepared on 2 Eoing concern basts, as the Beard of the Company is satisfied that the Company has the resources (o
coptinaee in business for the foreseeable fulire. In making this assessment, the Board of Directors have considersd 5 wide range of information relating

b0 present and (uture conditions, including future projections of profitability, cash Nows and capltal T,
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Changes in Accounting Policies
Thecompany has consistently followed all the acounting polices sdopted in previous yoars

Reporting Pronouncements
The Company has, for the preparation of financia) statements, adopted the KFRS pronounced by ASE. The NFRS conform, In all mabirial respect, 1o
International Financial Reporting Standards [IFRS) as lssued by the International Accounting Standards Board (IASE),

However, the Instiute of Chartered Accountants of Mepal (ICAN) vide its notice dated 20 Seplember 2018 has resolved that Carve-outs In NFRS with
alsernative treatment and effeclive period shall be provided to Banks and Financial Irstitutions regulated by NRB on the specific recommendation of
Accounting Standard Board {ASB). In the same decision the ASB has outlined thal the other entities may slso use those carve-ouls with necessary
disclosures. Accordingly the company has decided to adopt those carve-outs. Details of carve out provided are as follows:

NAS 3% Financial Instruments: Recognition and Measurement
Effective Initerest Rarle:

In para 9, The effective interest rate i the rate that exactly discounts estimated future cash paymenls or receipts through the expected life of the
financial instrument or, when appropriate, a sherter period to the net carrying amount of the financial asset or fnancial lability. When calculating the
effective interest rate, an entity shall estimate cash fows comsidering all contractual besms of the financlal instrument (for example, prepayment, ¢all
and similar options} but shall not consider future credit Josses. The caleulation includes all foes and points paid or received, unloss it is immaterdal or
timpracticable to delesmine ndiably, between parties 1o the contract that are an integral part of the effective interest rate, transactlon costs and all other
promiums or discounts. There is & presumption that the cash flows and the expected life of 2 gronp of similar financial instroments can be estimated
rellably. However, in those rare cases when it s not possible to estimate reliably the cash flows ar the expected life of a financial instrument or group of
financinl instrioments), the entity shall use the contractoal cash fows over (e full contractual berm of the financial instrument for group of financial
Instruments),

The carve aat is aptional and has been extended for .Y 2082 83, Accordingly, the Company has opted the carve out.

IFRS 9 ‘Financial Instruments’-Impairment

RS 9 *Financial Instroments’ was issised by the LASE in July 2004 and cifcctive internationally for the fmancials beginning on or after 1 January 2018,
Aceounting Standard Board of Nepal endorsed NFRS 9 Financial Instrements with sosne exceptions, mainly in the Impairment. Currently, Incurred
Loss Madel as specified in NAS 39 s used. The requirerent of IFRS 9 is Expected Credit Loss Model,

The carve out is optional and has been extessded for £y 2082 83, Accordingly, the Company has opled the carve out,

MNew Standards in issue but not yet effective
For the reporting of financial instruments, NAS 37 Financial Instruments, Presentation, NAS 38 Financlal Instruments Recognition and Measurements
and WERS ¥ Financial Instruments - Disclosures lave been applied. NRFS 8 has been complied for the classiflcation of Financial Instruments.

A muumber of new standards and amendments 1o the existing standords and interpretations have been issued by IASB after the pronouncements of
MFHRS with varying effective dates. Those beeoame applicable when ASE Nepal incorporates them within NERS,




Sonapur Minerals and Oil Limited
Telsipur -18, Dang

Significant Accounting Folicies and Notes to Financial Statements for the year ended on Ashad 32, 2082

29  Limitation of NFRS Implementation

31
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a)

Wharever the information is not adequately available, and for it is impracticable to develop the, such exception e MFRS implementation has been noted
and disclosed in respective sections,

Significant Accounting Policies

Basis of Measurement
The financial statements have been prepared on historical cost basis excepl for the follewing material Hems In the stalement of financial position:

¥ Frinancial assets other than measured at amortized cost are measured at fair value,
¥ Inventories are measured at cost or net realizable value whichever is bower

Preventation - Current versus Non-Current Classification

The Company presents assets and labilities in statemnent of financial position based on current/nen-current classification. Based on the nature of
products and the time betwees acquisition of assels for processing and their realization in cash and cash equivalents, the Company has ascertained ibs
operating cycle as 12 months for the purpose of current/non-current classification of assets and liabilitics.

The Company classifies an asset a5 current when His

¥ Expected 1o be realloed or intended to sold ar consumed in normal operating eyebe,
¥ Held primarily for the purpose of trading,

¥ Expected 1o be realized within twolve months after the reporting period, or

All other assets ane classifed as non-curment,

The Company classifics a liability a5 cureent when:

¥i It is exipected to be settled in normal operating evele,

¥ 1tis held primarily for the purpose of trading ,

¥ 1tis dure 1o be seitled within twelve menths after the reperting perfod, or

¥ There & no unconditional right to defer the settlement of the liability for al least lwelve months afier the reporting period.

The Company classifies all other liabilities as non-currnent,
Defurred tas assets and lisbilitles are classificd as non-current assets and labilithes

Critleal accounting estimates

The preparstion of the financial statements in conformity with Nepal Financial Reporting Standards requires the use of certain eritical accounting
estimates and judgments. The management has exercised judgments in the process of applying the Company's accounting policies. The Company
makes cortain estimates and sssumptions regarding the future events, Estimates: and judgments are continuously evaluated based on historical
experience and other factors, including expectativns of fubure events that are belleved to be reasonable under the circumstances. In the fubsre, actual
result may differ from these estimates and assumptions. The estimales and assumptions that have a significant risk of causing a material adjustment to
this carrying amounits of assets amd labilities within the next financial year prinuarily incledes:

Recognition of deferred tax assets

Drefirrvid tax assels are recognied for taxable temporary difference to the extent that i is probable that taxable profit will be available against which the
losses can Be utilized, Significant managemient judgment s required to determine the amount of deferred tax assets that can be recognized, based upon
the likely timing and the level of futere taxable profits together with future tax planning strategics.

The Company based fls assumptions and cstimates on parameters available when the financial stalements were prepared, Bxisting circumstances and
assumptions aboul huture developments, howover, may change due to market changes or circumstances arising beyond the control of the Campany.
Such chinges are reflected in the assumptions when they oceur,
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Provision for depreciation and amortization

Depreciation and amartization is caleulated aver the estimated useful lives of the assets. An item of property, plant and equipment and any significant
part indtially recognieed i derecognized upon disposal or when no future soonomic benefits are expected from its use or disposal. The residual values,
useful lives and methods of depreciation of property, plant and equipmenl are reviewied st cach fimanclal year end and adjusted prospectively, if
apprupriabe.

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

Capital management

For the puspose of the Company's capital management, capital includes issued capital and all other equily reserves attributable 1o the equity holders of
the company. The primary objective of the company’s capital management is to moximiee 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 cavenants, To maintain or adjust the
enpital structure, the Company may adjust the dividend payment to sharcholders or issue new shares.

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

Non-tinancial assels are subject to impairment tests whenever events or changes in circumstances indicate thal theie carrying amount may not be
recoverable. Whete the carrying value of an assob excoeds Its recoverable amount {Le. the higher of value in use and fair value less costs to sell), the
asset is writben down accordingly. The recoverable amount is detormined for an individual asset, unless the asset does not generati cash inflows that
are largely independent of those from ather assets or groups of assets. When the carrying amount of an assel or Cash gencrating units execeds ils
recoverable amount, the asset 5 considesid impaired and i wiitben down b i secoverable amount.

An dssessanent 1s also denwe for whether there s any indication that an tmpairment boss recognized for an asset In prior accounting periods may no
longer exist or may have been decrvased. 1f any such indication exisis the assel’s recoverable amount Is estimated, The carrying amount of fhe fixed
assut fs increased to the revised estimate of Hs recoverable amount such that the incrcased carrying amount does not exceed the carrying amount that
wonld have been determined had ho impairment loss been recagnized for (he assel in priot yoars,

Impairment loss or reversal shall be included in profit or loss if any, The company has ro fmpairment loss/ gain during the refevant reporting periods,

Forelgn Curreney Transactions

Transactions erdered 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 nuling when the transactions occur. Exchange differences arising on fareign currency lransactions settled during the year are
recogmizesd in the Staterent of Prafit or Loss, Unsetiled forcign currency monctary asscls and Habifities are translated at the rates ruling at the reporting
date. Exchange differences arising on the rotranslation of unsettied monelary assels and liabilities are recognized immediately In profit or foss
statlement

Lease

The Company as a lessee:

The Company enters into an arrangement for lease of bulldings. Such arrngements ane penerally for a fived period but may have extension or
termination options, In accordance with MFRS 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 o contract, that conveys the sight to contral the use an asset (the underlying assel) for a peried of tlme in

exchange for consideration.
{ ?. E ' W
¥ w
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To Assess whether a contract conveys the right to control the use of an identifisd assel, the Company assesses whether:

The contract involves the use of an identificd assel - this may be specified explicitly or implicldly, and should be physically distinct or represent
substantially all of the capacity of a physically distinct asset. If the stpplier has a substantive substitution right, then the asset Is not identified:

- The Company has the right to obtain substantially all of the coonomic benefits from wse of tho asso throughout the period of use; and

The Company assesses whether it has the rigght 16 direet "how and for what purpose” the asset is used throughout the period of use. At inception or on
reassessenent of a contract that contains a lease component, the Company allocates the consideration in the contract to cach lease component on the
bissds of their relative standalone prices. However, for the leases of land and busildings in which it §s a lessee, the Company has elected not o stparate
nen-lease components and account for the lease and non-lease companinls as a single lease component.

Measurement and recognition of leases as a lessee

Fhe Campany his elected not to apply the requirenients of NFRS 16-Loases 1o short-term leases of all assets that have a ltase term of 12 months or less
and leases for which the underlying asset & of low value, The lease payments associated with these leases are recognized as an experse ona straight-
line basis over the lease term, unless the payments are structured o increase in line with the expected general inflation to compensate e lessor's
expected inflationary cost bncreases,

The Company as a lessor

Wiken the Company acts as a lessor, it determines at Jease incoption whether cach Jesse is a finance lease or an eperating lease. To classify each lease,
the Company makes an overall assessment of wissther the lease transfors substantially all of the risks and rewards incidental to ownership of the
underiying assel. If this is the case, then the bease is a finance lease; if not, ther it s an operating lease. As part of this assessment, thi Company
considers certain indfcators such as whether the lease iy for the major part of the coonomie {ife of the asset,

Revenue Recognition

Revenue is recognbeed to thieextent that it is probable that the econemic bensefits will flow to the Company and the revenue can be rellably measured,
regarcless of when the payment is being made. Revenue is measured at the fair value of the consideration received or recelvable, taking into account
contractually defined terms of payment and excluding laxes or dutics collected on behalf of the Government.

The Company recognizes revenue when the amount of revenue can be reliably measured, itis probabile that future economie benwfits will Now to the
enlity and specific criteria have been met for cach of the company’s activities as described below, The company bases its cstimates on historical results,
taking; into consideration th type of customer, the type of transaction and the specific of vach arrangement,

Reviarae & measured at the falr value of the consideration received or receivable net of inde discounts. Reverus include all revense from erdinary
activitivs of the company that are recorded excluding Value Added Taxes and excise collocted from customers that are remitted or are to be remitted to
the government authoritics.

{4} Sale of goods
Revemue from sale of goods is recognized when the significant risks and féwards are transderred 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 recopnised on straight-tine basis over the temre of the lease agreement, except for contingent rental income
which is recognised when i artses and whane scheduled fncroase in rong compensates the hssor for expected inflationary costs.

- Insatrance claims are accounted for an acceptance or to the st amount have been received
- Interest dncome: is Tecognized on a time proportion basis taking into account the ameunt outstanding and the applicable interest rate,

- Other operating income s recognised when when n significant unceértainties as o the amount of consideration that would be derived amd to is
ultirnate collection exist,

- Dividend incomihas been recognizied on a cash basis when cash dividensds are paid to sharcholders ar on the date of issuanes of bams share

" i




Sonapur Minerals and Qil Limited
Tulsipur -18, Dang

Significant Accounting Folicies and Netes to Financial Statements for the year ended on Ashad 32, 2082

Property, Plant & Equipments (PPE)

A} Recoganition and Measurement

B)

<l

o}

The cost of an fem of property and equipment shall be recognized as an asset, inltially recognized at cost, If, and only if:
it s probable that future cconomic benefits associated with the item will flow to the entity; and
the cost of the them can be measured reliably.

Cost includis expenditure that Is directly sttributable 1o the acguisition of the assel Thie cost of gelf-construcied assets includes the followdng:

the cust of materials and direct tabor

* any other costs directly attributable bo bringing the assets to 0 wirking condition for their intended use;
when the Company has an obligation to remave the asset or restore the site, an esHmate of the costs of dismantling and
removing the items and restoring thi site on which they are located; and

+ Capitalized borrowing costs.

The Company adepts cost medel for entine class of property, plant and equipment except land, Nefther class of the property, plant and equipment except
land ame measured at revaluation model nor i their fajr value measured at the reporting date. Revaluation approach is followod for band. The items of
prapurtyplant and wquipment are measured at cost less accumulated depreciation and any sccimulated impairment losses.

Purchased software that & integral to the functionality of the related equzpment i capitalized as part of that equipment.

Subsequent expenditure is capitalized I it 1s probable that the fulure economic benefits from th expenditure will flow to the Company. Ongoing repairs
and mninteance o keep the assets in warking condition are expensed as incurned, Any pain or loss on disposal of an item of property and equipment
{ralculated as the difference bebween the net proceeds from disposal and the carrving amount of the frwrn) is recognized within other iscome in profit or
loss.

Capital Waork in Progress
Flxend nssets unider construction and cost of assits not ready for use are shown as capital work fn progres.
[repreciation
Depreciation on assets under construction docs not commence until they are complete and available for use in the manner intended by the management,
Dupreciation is provided on all other items of propesty, plant and equipment so as to write-off their depreciable amournit over the expectsd useful economic
Tives.
Repreciation is provided on a pro-rata basis on the stralght-line mothod based on the estimated wseful life of the assets determined by management with
referetice te application guidance of NAS 16 Property, Plant and Equipment issued by Accounting Sandard Board,
The estimated useful Hves of warfous class of PPE for the current year and comparative years are as follows;
: under SLM Method'
Factory Buildings 30 Years
Bauildings jother than factory buiiding) RUC Frame Slruchure 60 Years
Computer & Accossorios 3 Years
Office Eguipment 5 Years
Furniture and I-"minﬁf 10 Years
Server and Netwarks b Yoars
Motereycles, scooters and bicveles 10 Years
Muotor busses, lorries and other motor cars other than used on B Years
Wower & Compressor 15 Years
Ceanen: Mill 60 Years
Clinker Plant B0 Years
Coal Mill 40 Years
Crusher & Stacker S Years
st Collector 45 Years
TFlectrecal Equipmment 10 Years
Instrumentation Panel Al Years
Laburstory Equipment 10 Years
Mator Tractors & Heavy Vehicles B Years
Plant & Machinery 20 Years
Plant & Machinery used in Mings 8 Years
Plant and Machinery vsed in continuous process plant 8 Years
Intangible Asset 5 Yoars
De-Recognition

Anitean of property plant and equipment is de-recopnised an disposal or whin fo future economle benefits are expected from the uwse of that asset. The gain
or e arising from the disposal of an lem of property plant and wpuipment is the difference botween et disposal proceeds, il any, and the carrying
amount of that item and is recognized in the statement of proft and loss:

RN W

i
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5 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 seftware 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.

Amount in NPR

Particulars

Total Ashad End
2082

Total Ashad End
2051

Cost

As on Shrawan 1, 2080

Addition during the Year
Acquisition
Capitalization

Disposal during the year

Adjustment,/ Revaluation

500,000

S00,000

Balance as on Ashad end 2081

Addition during the Year
Acquisition
Capilalizalion

Disposal during the year

Adjustmenty Revaluation

Balance as on Ashad end 2082

Amuortization and Impairment
As on Shrawan 1, 2080
Amaortization charge for the Year
lmpairment for the year
Disposals

Adjustment

750,994
149,006

As on Ashad end 2081
Amortization charge for the Year
Impairment for the year
Disposals

Adjustment

As on Ashad end 2082

Net Book Value

As on Ashad end 2081

As on Ashad end 2082
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&  Financial Instruments : Financlal Assels
Finangial Assel Is any assed thai is:
) Cash
by anequity instrunient of another endity
c)  acantractual right:
i} to recelve cash or other financial asset from another entity, or
15} b exchange financlal assuts or financial leabilities with ancther equity under comditinms that are potentially favorable o the enlity, or

d}  acontract that will or may be settled 1 1he entity's own equity Instrements and
i} a nom-derivative far which the entity s or may be obliged to receive a vartable numsber of the entity's own oquity imstruments, o7

£} -a dervatlve thar will or may be sesthed cther than by the exchange of a fixed amount of cash or another financial asset for a fixed mumber of the
etify's own oquity instruments

A} Recognition
All financial assets are inltally mecognized on the date on which the company becomes & party 1o the contractual provisions of the instrument, The
classification of linancial instruments at the jnitial secognition depends on thelr purpose and characteristics and the managemunt’s Btenation th actulring
theun.

B} Classification
The figasncial assets are measured at amortized cost o fair value on the basls of the Company’s business model for managing the financial assets and the
contraciual cash thow characteristios of the fmancial assets.

Thee bwin clitssas of Gnancial assets are as follows:

i) Fimangial asseds measured al amortized cost
Thwe financial assel are messured at amortized cost if both of the following conditions are met-
* The asset is hebd within a buslaess model whise objective s 1o hindd assels iy esder bo colleet contssciual cash flows and
* The contractual terms of the financial asset give rise on speeifivd dates to cash flows that are solely payments of principal and interest on the
pnnl:ipal ot nul:rzndh'lg.

i) Financial asset measored at fadr valiw
Firancial assets other than those mensured at amortized cost are meastred ot fabr value Financial assets messured af fair value are further
classified into two categories as below:

a} Financial assets at fair value theough profit or loss (FVTIL)
Financial assets are clagsified as fair value through profit or loss (FVTEL) H they are held for trading or are destgnatid st fadr value
througi profit or bss: Upen initial recognition, transaction cost is directly attributable to the acquisition ane recogrized in profit o loss as
incurred. Such assets are subsequently measured at fair value and changes in fair value are recognized in Statemend of Profit or Loss,

) Financial assets at Fair value through other comprehensive income (FYTOCH)
Invissbment i am equity nstrument that is not held for trading and at (he indtlal recopnition, the Company malkes an irrevocable doction
that the subsequent changes in fair value of the instramont is to be recognized in other comprehensive income are classified as Bnanctal
assets ot falr value though other comprehensive neome. Such assets are subsequently measured at fair value and changes in fair valoe are

recognized in other comprehenaive income.

£} Mevsurement
1 Initial Measurement
A financial asset ar Erancial Nabikity |s measured initially at fakr valoe plas 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 attribsitabie 1o i acquisition or issue, Transaction cost in relatkon to Nrancal assels
and Hobilites at faie valie throwgh proft or loss ane recognized in Statement of Profit or Loss.

i) Subsequent Measarement
A financial asset or lnancial Hability & subsequently measared cither a1 fair value or at amortized cost based on the classtfication of the financial
asset or lability. Financial asset or liability classified a5 measured at smortized cost is subsequently measured ab amoerticed cost using effective
interest rate methind,

T amortized oot of 4 financial ssset or fnancial tability is the ameoent at which e financial asset or financial liability is messured a2 initial
recagnition minus principal repayments, phus o minus the cumulative amortzation using the effective interest method of any difference between
that britlal amount and the maturity amount, and minus aiyy reduction for impairment or uncallectibillty,

Financlal assetd classified at falr value are sulmequently measuted at fair valie. The subsequent charges in fadr value of flnsneial sssets st fair
walue through prafit or loss are recopniend in Ststement of Profit or Loss wheress of fnanclal assels at far value through other comprehensive

Inwame are recogniacd in other compeehensive income y
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Derecognition

The Company derecopnizes a financial asset when e contractual rights to the caih Mows from the financlal ssset expire, or b iransfen the righis to
receive the contractual cash fows in a transactlon in which substantially all the risks and rewards of ownership of the financial asset are transferred or in
which Hie Company nelther tratsfers nor retains substantally ail the risks and revwards of owrership and it does ned retaln comtrod of the financal set,

Ay interest in such ranslerred lnancial ameeds that qualkfy for derecognition that is created or retaiied by the Comipany is recognized as a separate assel
or Habtlity, On derecognition of a financial eset, the difference beiween the carrying amount of thet asset for the carrying amount allocated b the portion
of the asset mansferred), and the sum of ) the onsideration socelved {including ary new asset oblained less any new Tiability assamed) and (i) any
cumulative gatn or loss thal had been recognized in othir comprehensive ncome s recngnized in profit or loss.

b sransactions in which the Company reithor retains nor teansfors substantially all the risks and rewards of awnership of o financial asset and it retsins
cantrol aver the asset, the Company continues to recogabee the asset to the extent of its continuing rvolvement, determined by the extent to which it i
expoind tochanges in the value of the tramforsed asset.

Determination of Falr Value
Falr value is the amount for which an asst could be exchanged, or a lakility settled, brtween knowledgesble, willing partics in an arm’s length
transactivn an thi measarement date. The fair value of a liability roflects it non-performance Hak

When avaitlable, the Company measures the fale valie of an istroment using quided prices in an active market for that instrument, A matket is regarded
as actlve W quoted prioes are readily and regularly available and represtnt actual and reglarly occuring markel transactions on an arm's kogth basls, 1f
i market for a financial instrument is ot active, the Company estabishes fais value using a valustion lechnique. Valuation techrigues inelude using
Fecent ars lesith eransactions between knowledigeable, willing parties (if availablé), reforence to the current fair valie of oihee istrmonts that aze
substamially the same, discounted cash Mow analysis,

The best evidence of the fair value of a finanzial tstriement at initial recognition is the trassaction price - L. the fair value of the comsideration given ar
recebved. However, in semi cases, the falr value of 2 financlal instrament on it recagnison may be different o its transaction prce. If such Fair valug
s evidenced by comparisan with ether abservable current market transactions in the same irstrsment {without macdification) or based on a valuation
teehaique whose variables include only datn from abservable markets, then the difference s recognized in profit or loss on inittal recognition of the
irstruament, In ather cases, thie difference is not recogrized in profit or loss immediately bt s recognized over v life of the instrament on an appropriate
basis or when the instrument is redeermed, transfeered or sobd, or the fakr valie becories cbservabile

Al ttigquated ety investments are recordied at cost, considering the no-trading of promater shares up to the date of balance sheet, the market price of
such shars could not be ascertained with costadnly, Hence, these invest an recoypnbed at cost net of impairment, i any.

Impairment

At each reporting date the Company assesses whethier there bs any indication that an assee may have been impaired. If such indication exists, the
recoverable amount is determined. A financial asset of & group of financial sssets s impatred and impairment losses are incurred U, and only if, there s
objective evidence of impalemient as a resull of one or mare svents socierring afber the nitlal recogndtion of the assel 2 loss event), and that less event for
everits] o an mpact on the estimated future cash flows of the lnancial asset or groip of financial assers that can be reliably estimated.

The Company eonsiders evidence of impajrment far Joans arid sdvanccs and held-to-malisrity investment securitics at both a sporific asset ond collective
lewil, A1 individually significant loans and advances and leld-to-maturity investmens securities an assessed far specific impalnment. Those faund not to
Be specifically inpaited are then collectivily assessed for any impabment that has been incurred but not yet idemtified.

Loans and advances and held-to-maturity investment socuritis that are nut individually significant are collectively asscssed for impairmnent by Erouping
togethier knans and advances and hobd-to-naberity investment securitics with similar risk chameliHstics. Impairment test is done on annual basis for trade
receivables anul ather finarcial assels based m the internal and external indication pbeepoed

In zssesaing colloctive mpairment; the Company uses statistical modelling of histarical irends of the probability of defaull, the timing of recoveries and
the amaunt of loss incurred, adjusted for management’s judgment os ta whether current eoonomic and credlt conditions are such that the actual losses are
likely 10 be greater o bes than suggested by historical trends, Default rtes, lass rates and the expretidd fiming of future recoverics are regulasly
terchumarkod agadnst actual utoomes to ensure (et they remain ApprOpriate.
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Significant Accounting Policies and Motes to Finanelal Statements for the year ended on Ashad 32, 2082

61 Equity Investments
Amount in NPR

Equily Investments at FVTOCT
s Ax at Asal
Partcala Ashad 32, 2082 Ashad 31, 2081
Corporate Equity shares:
Quirted Ordinary Shases B.TE0 626 8442302
Allowance for impairment loss =
Tadal 5, 7HO,626 B, 780,626
Fair Value Disclosure
1 As at As at
il Ashad 32, 2082 Ashad 31, 2081
Bk Valng No. of Shares Falr Value
_.Elhms
Cueted:
Share-Central Finance Co, Lk | Cfe) 5,000,000 2.749,800 5,000,00 2,660,000.00
Share-Chiwangdi Hydropower Lid, | Chi) SN0 287,226 S00000 282,600.00
Share-Mountain Hydro Nepal Limited { Mhnl) B93.00 237,059 855,00 232,855.00
Share-Nic Asta Bank Lid. 5A18.00 2275560 5418.00 2AUT, 257 60
Share-Milrdhan Utthan Bank Limited [Mublj 3,698.00 1842690 3, 658,00 2632 606,20
Sharz-Shivam Cements Lid, .00 2,040 4.00 200920
ShareSoaliee Hotel Limited (Shi) 92,00 53,137 92.00 40,664.00
Share-Linion Hydropower Limited | Unbpl) B0 348 B00.00 200,400.00
Total Value 16,507 8,781,660 1 B A3

* ook value indicates the book value without adjusting fair value gain,Mloss of current year.
6.2 Investinenl in Debentures

Measured st Amortized cost

Particulars As at Asat
Ashad 32, 2062 Ashad 31, 2081

Tutal =

Total lnvestment {under Current Asseis) 8,750,626,00
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7 Deferred Income Tax

Deferrod tax i provided using the balance sheet lability method, praviding for
finapclal reporting purposes amd the amounts used for taxation pusposes. The amaoy

carrying amoant of assets and Habilitios using taw rates 3t the halance sheet date

The principal temporasy difference arise from de

fair value charges in investment,

A deferred tax asset i recognized only to the extent that |2 ks

assets are seduced b the axtent that 8 §s ne Jomger probuble that the relsbed tax berefit will be reabized

Beferred Tax Asset

Delerm Tax Liability

Nt Deferred Tax Asset f (Liability)
ok Changes

Lieferred Tax charped in OC1
Deferred Tax charged in Equtily
Deferred Tax charged in SPL

Lrererred |ax cnarged imeectly in EQuity aue o
change in estimate of the life of asset

Diefprred tas Agsely;
Recognized in profit or loss

Revognieed in O]
Revognined in Equity
Drefeezed fax Assets ab the end of year

Deferred tax labilivy:

Recognized through profit or loss
Bevogmived through OC]

Deterred Tax charped in Beuity
Diefeened tax 1iability at the end of year
Nel (Asuelslf Liabillty in Balance sheet

“Wlades I Premious wear defered tax refaled fo evlasibion of lamd s cheteped i OCT refriely monty eectassified o phergediir Revalintion Redsroe of chaiige in Equily.

Aanairnt i NI
As at Asan
Ashad 32, 2082 Ashad 31, 2081

230,397,385 519224
597,570,210 257,660,454
mwfzam (152,641,260)
1194,531,578) 1105,457,754]

{44,567 #4559
169,543, 441:258,526)

(24,502,935} {85,263, THG)

Xihe3s 05 TH174,994

R BL38
230,307 355 75,019,224
TETAIE 6T 197,272,655
229,931 541 0,357,789
597.570,203 257, 660,484
37T ATLHIE 182,641,260

temporary differcroes betwesn, the carrying amounts of assets and Habilites for
rit of defermed 1ax provided i based on the expected realization or settloment of the

preciatinon o fived aseets, provision for loave encashment, provison for CSK, provision for foreign exchange boss and

probabile that futire Laxable profics will be available against which the asset can be uiflized. Drefereed tax

L
-

Accou®

N
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g Other Mon 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
As at As at
Particulars Ashad 32, 2082 Ashad 31, 2081
Securily Deposits 1,876,449 2,040,762
Custom, VAT and Income Tax Deposit B98,543 704,157
Total 2,774,993 2,744,920
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Significant Accounting Palicies and Motes to Financial Statements for the year ended on Ashad 32, 2082

8

10

1

Inventories

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

Mot realizable value s 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 inclides the cost of raw materials, auxiliary materials, packing
materials, direct labor and appropriste proportion of fixed and variable production overheads incurred in bringing the
inventory to their present location and condition.

Inn 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, dutics, 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,

Amount in NFR

Particulars A Rt
Ashad 32, 2082 Ashad 31, 2081
Raw materials & Apxiliary Materials 1,319.459,100 1,180,018,649
Packing Materials 15,196,578 21,785,396
Finished Goods 737,068,792 681,970,742
Store, Spares and Consumables 515,039,005 385,374,202
Gross Tokal 2.586,763,474 2,260,148,989
Less: Allowance for Obsalescence - N
Total Inventories 2586, 763474 2,269,148,989

Waorking Capital Loans are secured against trade receivables, inventories and all the current assets.

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;

Amownt in NPR

Particulars As at Asat
Ashad 32, 2082 Ashad 31, 2081
Prepaid Expenses &
Prepaid Insurance 1,011,553 429,604
Total 1,011,583 429,604
Other Current Assets Amouni in NPR
Particulars As at As at
Ashad 32, 2082 Ashad 31, 2081
VAT Receivable 29,698,792 65,837 597
Advance Income Tax 10,992 744 10,991,011
Advance Payment for Corporate Soclal Responsibility 7,505,444 7,008,720
Tatal 48,196,981 83,637,329
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12 Loans and Advances
Loans and advance include non-derivative financial assets with fixed or determinable payments that are not

queted 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 As at
Ashad 31, 2082 Ashad 31, 2081
Advances to Suppliers 570,197,992 481,247 369
Staff Advances 49,704,619 23,9099, 537
Cther receivable 3,491,069 -
Total 623,393,680 505,247,006

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 enlity’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 St Asat
Ashad 32, 2082 Ashad 31, 2081
Trade Receivables 928,461,101 810,653,456
Gross Total 928,461,101 810,653,456
Less: Allowance for Doubtful Recoveries - .
Total Trade Receivables 928,461,101 B10,653,456

Working Capital Loans are secured against trade receivables, inventories and all the current assels,

14 Other Financial Assets

Amount in NPR
Particulars i Al
Ashad 31, 2082 Ashad 31, 2081
Margin Money 46,579,933 30,477,815
Letter of Credit = 454 580
Total 46,579,933 30,932 404

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
Particulars st asat
Ashad 32, 2082 Ashad 31, 2081
Cash In Hand (as certified) 233,064 158,546
Balances with Banks 174,179,632 16,429,394
Total 174,412,696 16,587,940
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16 Financial Instruments : Financial Liabilities
Financial Liability is any liability that is;
a)  acontractual obligation:
i) to doliver 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} acontract 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 equily
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 ar ioss 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 labilities other than measured at fair value though profit or loss are classified as subsequently measured at
amortized cost using effectivie interest rate method,

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 asscts and liabilitics at fair value through profit or loss are recognized in
Statemnent of Profit or Loss.

i) Subsequent Measurement
A financial asset or financial lability is subsequently measured either at fair value or at amortized cost based on the
¢lassification 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 finaneial assét 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 uncallectibility, '_3.(;"
-
\
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Significant Accounting Policies and Notes to Financial Statements for the year ended on Ashad 32, 2082

16.1 MNon 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 Fa RE

Ashad 31, 2082 Ashad 31, 2051
Secured Loans from Banks
Term Loan including Bridge Gap Loan 4,205,993,322 3,594,520,880
Permanent working Capital 1,768,040,694 1,793,344,667
Hire Purchase Loan 3,172,250 10,270,531
Less: Permanent working Capital (Current Portion) (295,095,112) (209,519,024)
Total 5,682,111,154 5,188,617,054

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

In Previous year permanent working capital loan was reported under current borrowing which has been reclassified
into current and non-current based on the repayment schedule agreed with lender, repayble within 12 months from the
balance sheet date as current liability and remaining as non-current.

17 Non Current-Trade payables
Trade payables are amount payable to ereditors for goods and services and are non interest bearing. These trade
payables are normally settled on credit period exceeding a year.
Amount in NPR
) As at As at
Particulars Ashad 32, 2082 Ashad 31, 2081
Trade Payable _
Total - &
18 Other Non Current Liabilities Amaount in NPR
Particulars Aot b
Ashad 32, 2082 Ashad 31, 2081
Liability for Expense - -

Payable to Contractors . :
Security Deposit - ;
Total
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19

14.1

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
lenger probable that a transfer of economic benefits will be required to settle the obligation, the provision is
reversed.

Provisions - Non Current

Amount in NPR

Particulars As at As at

Ashad 32, 2082 Ashad 31, 2081
Provision for employee benefits
Provision for Gratuity
Opening Balance 4,106,952 4,189,083
Addition (4,029,871) (82,131)
Adjustment (77,081) -
|Elosing Balance () 4,106,952

Gratuity before the 15t 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,

The Grautuity which are nolonger payable has been written back as other income,

Provision for Leave Encashment

Opening Balance 7,150,902 7,150,902
Addition/ Derecognition (7,150,902) -
Payment u -
Closing Balance 0.00 = 7,150,902
Total = _ 11,257,854

\ = Y
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20

201

20.2

20.3

20.5

Provisions - Current Amount in NPR
As at As at
Ashad 32, 2082 Ashad 31, 2081

Provision for Bonus

Opening Balance - 2,722,894
Addition 7,215,891 -
Payment - (2,722,894)
Clesing Balance 7,215,891 _—im

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.

Amount in NPR

As at As at

Ashad 32, 2082 Ashad 31, 2081
Provision for Gratuity
Opening Balance 21,948,786 18,509,103
Addition 5,744,429 5,469,892
Payment 2,849,948 2,030,209
Closing Balance - 24,843,267 _ 21,948,786
Provision for Income Tax (Net of Advances)
Opening Liability| advance) (10,991,011) (49,465)
Current Tax Liability for the year 5672 6,350
Opening Liability Paid During the Year - -
Advance Tax Deposit during the year {7,405) (11,007,8%6)
Transferred to Deposits o -
MNet Closing Liabilityf{Advance) (10,992,744) tlﬂ,ﬁﬁl,ﬂlljl

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

Provision for Corporate Social Responsibility

Opening Balanee (7,008,720) (5,695,849)
Addition (1,218,313) (1,312,871)
CSR Provisioning of F/Y 2081-82 721,589 2
Payment A =
Closing Balance™ (7.505,444] (7,008,720,

** This amount is shown as Current Asset in Note 11 Other Current Assets
Provision for Foreign Exchange Loss/ (Gain)

Opening Balance . "
Net Provision during the Period %

Closing Balance - a -
Total Current Provision o 32,{159,153__

Ao
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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 rale and such rate is considered for caleulation of amorlized
cost of liability and the finance cost. The effect of initial charges and its impact on effective rale is considered not material
and the carrying value is considered approximate amortized cost

Avrgund i NPR
As at As at
Ashad 32, 2062 Ashad 31, 2081
Secured Loans from Banks
Waorking Capital Loans 428,725,105 257,340,202
Non-current Maturity of Long Term Loan/ PWC 205,005,112 209,519,024
Total 723,620,217 466,859,226

Working Capital Loan Facility has been sanctioned and disbursed by Consortium of Banks led by Prime Commercial Bank
Limited for working capital requiremnents 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
guarante¢ of Mr. Nipesh Tayal, Mr. Prakash Tayal and Ratanlal Tayal along with corporate guarantee from Sonapur
Minerals and Ol Limited, R.P. Mining Private Limited and AN, Mining Private Limited,

In Previous year permancnt working capital loan was reported under current borrowing which has been reclassified inta
currint and non-current based on the repayment schedule agreed with lender, repiayble within 12 months from the balance
shewt date as current lability and remaining as non-current,

22 Trade payables
Triade 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 As at
Ashad 32, 2082 Ashad 31, 2081
Trade payables 303,034,451 293,897,977
Total 303,034,451 293,897,977

For these non interest bearing financial liabilitics, the carrying value of such financial Liabilities represents the amortized
vost

23 Other Financial Liabilities

Aargsened in NPR
As at As al
Ashad 32, 2082 Ashad 31, 2081
Interest Payable 22 380,536.59* -
Linbility for Expenses 7,556,894 21,767,710
Pavable to Staff 258,661 1,139,056
Sundry Payables 4,594,929 1,595,724
CIT Payable 1,675,932 1,782,000
Provident Fund Payable 58,824,759 51,126,634
Lewter of Credit Payable 1,193,346,499 992,084,507
Total 1,238,638 212 1,069,495,632
24 Other Current Liabilitics
Amount in NPR
As at As at
Ashad 32, 2082 Ashad 31, 2081
Excise Duty Payable 9,035,314 3,023,790
Advance from Customir 119,697,855 653,322
TS Pavable 10,194,345 3,992,059
Total 138,927,515 7,669,201
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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 liabilitios.

Accordingly the share capital of the company comprises for following equity types:

25.1 Ordinary Share Capital
:i::d 32, 2082 No of share Value Per Share Capital In value
Authorized capital 50,000,000 100 5,000,000,000
lssued capital 30,750,500 100 3,075,050,000
Paid up capital 30,750,500 100 3,075,050.000
Asat Mo of share Value Per Share Capital In value
Ashad 31, 2081
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
26 Reserve and Surplus
The reserves include retained earnings and other reserves, if any.
Amornt in NPR
As at As at
Ashad 32, 2082 Ashad 31, 2081
Retained Earning 69,931,744 22681444
Other Comprehensive Income {7.119,565) {7.374,166)
Fair Value Reserve 1,047, 465,999 275,099,928
Total 1,110,278,180 290,407,206

*Revaluation Reserve

Revaluation Reserve has been created towards revaluation of land owned by the company on the basis of independent
engineer valuation incurrent year as per their report dated 29th Poush, 2081

As at As at
Ashad 32, 2082 Ashad 31, 2081
Crpening 315,358,454 315,358,454
Addition 941,904,843 -
LUtilization % -
Closing Balance 1,257,268,2%7 315,358,454
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28

284

Gross Revenue:

Amount in NPR

Particulars For the Year For the Year
_2081-82 2080-81
Sales
Sale of Gypsum 510,968 =
Sale of Limestone 4,269,562 -
Sale of Cement 2,554,010,871 1,619,254,897
Other Sales 38,917,925 20,654,382
Total 2,597,709,325 1,639,909,279
Cost of Sales Amount in NPR
Particulars For the Year For the Year|
2081 -82 2080-81
Raw Materials Consumption 722,883,279 753,853,365
Packing Bags Consumption 104,511,479 76,960,005
Cost of Trading Sales 460,809 -
Production and Manufacturing Overheads{Note 28A) 1,123,566,957 1,146,092417
Opening Stock OFf;
Clinker 675,503,679 239,292,152
Cement 6,467,063 19,443,278
Closing Stock OF;
Clinker (627,389,485) (675,503,679)
Cement (109,679,307 (6,467,063)
Total 1,896,324,474 1,553,670475

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,

Production Expenses

. For the Year For the Year

Particulars 2081 -82 2080-81

Annual Maintenance Charges 18,246 20,000
Electricity Charges 230,096,132 201,431,649
Generator Running Expenses 29,289,320 35,106,864
Factory Labour Wages 31,021,818 19,657,221
Packing Expenses 5,741,981 4,372,933
Salary-Production 73,305,142 71,577,553
Unloading Charges 803,261 558,021
Coal Consumption 633,361,306 743,780,085
Nepalgunj ICP Charges 3,168,219 252,261
Excavator, Loader, Tipper & Tractor Expenses 21,835,531 13,137 816
Store Consumplion 8,740,276 8,355,536
HKepair & Maintenance 86,185,725 47,842 470
Total 1,123,566,957 1,146,092 417
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29 Other Income

Amonnt in NPR

" For the Year "~ For the Tear

Particulars 2081 -82 2080-81

Ciain on Sales of Fixed Assets® 2,500,000 -
Other Income 11,662,005 -
Miscellaneous Income - A72.730.01
Insurance Claim 11,768,142 93,520.00
Dividend income 232 224.00
Rent Income 62,500 60000000
Total 25,992,879 B26A474.01

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

Gain on Sates of Fived Assels,

30 Selling and Distribution Expenses

Amaunt in NPR

For the Year For the Year
Particulars 2081 -82 2080-51
Advertisement, Publicity & Trade Promotion 1,651,591 2998 238
Salary & Wapes 16,758,356 13,790,780
Tatal 18,449,947 16,759,018
Amoawt in NPR
31 Administrative Expenses

For the Year For the Year
Particulars 2081 -82 2080 -81
Audit Fee 1,000,000 1,000,000
Bank Charges 581,12 1,969,819
Canteen Mess Expenses 922571 701,101
Charity & Donation 110,000 200,000
Consultancy & Legal Fee 4,818,454 708,600
Electricity & Water 196,900 187,203
Fines & Penaley 68,860 738,230
Ciuest Entertainment Expenses 1,157,637 1,019,720
Giratulty Expenses 5,716,964 5469892
Insurance Expensis 10,796,434 11,333,043
Internet Expenses 606,370 446,564
Lease Hental Expensoes 2. 266,661 2,386,656
Leave Encashmoent Expenses 9,050 -
Medical Expenses 341,028 243,006
Office Expenses 2442787 2397529
Poaja Expenses 49,608 392 339
Printing d& Stationary 255,945 229,663
Rates & taxes 5,020,226 10,360,372
Software Repewal Expenses 142,000 142,000
Repair & Maintenance - Block A 3611601 TE6,113
Repair & Maintenance - Block B 3007 3T
Repair & Maintenance - Block C 1,726,942 2,603,175
Salarivs and Wages of Admin Staff 64,675,437 61,849,096
Security Expenses 5,191,075 7.144,547
Staff Welfare - Admin 1,124,432 972,274
Telephone & Postage Expenses 960,978 2,150,260
Travelling & Conveyance Expenses 2,283,909 2728519
Staff recruitment Expenses 2 15,000
BIS Mark Expamses - 25,700
Yehicle Running Expenses 1,905,771 1,698,684
ACGM Expenses 376,609 341,568
Board Meuvting Fee Expenses 6,000 174,000
Motice & Publications 251,000 38,550

124,829,119 121,146,949
Bomus-Staff 7,215,891
SR Mrovision 721,589

132,766,599
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Angunt in NPR
311 Employee Benefit Expense Disclosure _
Particulars For the Year For the Year
—— 2081 -82 2080 -81
Included in cost of sales
Wapges and Salaries 104,326,960 9,234,774
Cost of Limestone 9,894 722 9,744 635
Included in Selling and Distribution Expenses
Wages and Salaries 16,758,356 13,790,780
Included in Administrative Expenses
Wages and Salaries 64,675,437 61,849,096
Staff Welfare 1,124,432 072,274
Coratuity® 5,716,964 3,469,892
Leave Encashment* -
Bonus® 7,215,891 -
Total 209,712,762 183,061,451
"Gratuity, Leave Encashment and Bonus represents total provision made for Produckion, Administeative and Selling &
Distribution employees.
32 Finance Cost

Finance Cost comprises of inlerest on Term Loans, hire purchase loans, short term loans and Bank Overdratt 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.

Amorint in NPR

For the Year ~ For the Year
Particulars 2081 82 2080-81
Cross Finance Expenditure 369,015,868 666,909,472
Interest Cost Capitalized to Capital WIP/ Fixed assels (188,787,183) (407,610,145)
Net exchange losses on foreign currency borrowings - 238,806
Tatal 380,228,685 259,538,134
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Al

B

Income Tax
Tax expense comprises current and defersed tax. Current tax and deferred tax are recognized in profit or loss except to the extent that
thiy relate to items recognized directly in equity or in other comprehensive incomie,

Current Tax
Current tax s the expected tax payable or recoverable on the taxable income or Toss 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,

Deferred Tax

Peferred tax s 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 ameunts used for taxation purpeses. The amount of deferred tax
provided is based on the expected reallzation or setflement of the carrying ameunt of assels and liabilities using tax rates at the
balance sheet date.

Amannt in NPR
For the Year For the Year
2081 -82 2080 -81
Current tax expense
Provision for income tax 5672 66,350
Previous years taxes - 9679278
Total Current Tax Expense 5,672 9,745,628
Deferred Tax
Origination and reversal of temporary differences 24,902,939 65,263,786
Recognition of previously unrecognized deferred
lax assels )
Tutal Deferred Tax Income / (Expense) 24,902,939 65,293, 76

Tutal Tax Expense for the Year 24,908,611 75,029,414
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331 Reconciliation of tax expense and the accounting profit multiplied by Company’s tax rate for 2081-82 and 2080-581:

Amowent in NPR
For the Year For the Year
2081 52 2080 -81
Profit before income tax 72,158,913 [395,979,428)
Effects on income tax of;
Income not subject Lo incarme tax [11,181,005) {7,549 804)
Expenses not deductible for tax purposes {954,145,053) 94,603,270
Carry Forward Loss an Investment Income (7.132,064) (6,098,388)
Carry Forward Loss on Manufacturing Income [308,137,776) (60,660,719}
Mot effect [1.260,615,897) 20,294,269
‘Taxable Incone (1,198,456, 984) 1375,685,159)
Income not subject to income tax
Profit on sale of Fixed Assets - =
Profit/ Loss on Sates of Investment ((Net off) . .
Dividend [ncome {232y {224)
Provision written off (11.180.773)
Value of dosing and opening stocks - (7.549.670)
Total {11,181,005) {7.549,894)

Expenses (deductible) f non deduclible for tax purposes

Excess Depreciation allowed as per Income Tax Act (B04,432,562) {33,914,820)
Provision for Foreign Exchange Logs- Unrealized - -
101,338,002

fnterest Expenses (To be Capitalized to WIP as per Tax) -
Production and Manufacturing Overheads {36,439,562) =
Administrative Expenses 178,860 938,230
Disallowed Expenses B -
Non Taxable Income
Regratrs and maintenance Capitalized to Fixed Assets in Tax §31.247 20,771,859
Corporate Social Responsibility . -
Prowision for Leave Encashment - 2
Provision for Gratuity 5,716,964 5,469 892
Tatal 1934,145,053) 94,603,270
Prior year underf{over) provision
Prior Period Expenses - -
Taatal - -
Tax - -
For the Year 2051-£2 For the Year 208051
Tax on Taxakle Income Taxable Income Tax amount  Taxable Income Tax amount
'!'J‘.u‘]iﬂ!; Income @ 25% {1.]31,32?.503} = 265,309 66,350
Investment. Income & 25% 21687 5,672 (7.152.064) -
Manufacturing Income @ 18% (7, 158.064) - (368,798,4935) B
l'otal Income {1,188,456,984) 5,672 [375.655,160) 66,350

e
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3 Farnings Per Share
The Company presents basic and diluted carnings 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 sharcholders and the weighted average
number of erdinary shares outstanding for the effects of all dilutive potential ordinary shares.

Amtount in NPR
Particulars For the Year For the Year
2081 -82 2080 -81
Net profit atiributable to Sharcholders for Basic and diluted eamings 47,250,302 (471,008,842)
Weighted average number of Ordinary Shares for basic EPS 30,750,500 30,750,500
Effects of dilution:
Share Option - -
Weighted average number of ordinary shares adjusted for the effect of - -
dilution
Basic carning per ordinary share 1.54 {15.32)
Diluted earning per ordinary share 1.54 (15.32)

Since there is wo camvertible and other aption, dilisted earning per share would be equal to Basic earning per share.

/me
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35 Declared and Proposed Dividends

Dividends payable to the Company’s sharcholders are charged to equity in the period in which they are declared. Proposed dividends
are disclosed in notes separately until declared

Amountin NPR
For the Year For the Year
2081 -82 2080 -81
351 Declared and Approved during the year
Dividends on Ordinary Shares & -
Dividends on Ordinary Shares - -
Total Dividend Declared - =
352 FProposed for approval al the annual general meeting (not recognized as a liability as at balance sheet date)
Dividends on Preference Shares - =
Dividends on Ordinary Shares - -

Total Dividend Proposed = "
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Financial risk management objectives and policies

The Company’s principal financial liabilities comprise of Borrowings, trade and othor 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
advapces 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 cach of these risks which are summarized below,

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will Auctuate beciise of changes in market
prices, Market prices comprise four types of risk: interest rate risk, currency risk, commedity price risk and other price risk, such as
cauity price risk.

Loreign currency risk

Foreign curmency risk is the risk that the fair value or future cash flows of a financial instrument will fuctuate 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
operaling activities (when revenue or expense is denominated in n different currency from the Company’s functional eurrency). The
Company, as per its risk management policy, uses foreign exchange and other derivative instruments primarily o 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 currenicies for long durations.

Commuodity price risk

The Company is affected by the volatility of certain commodities, Its oporating activities require the ongeing purchase of raw
miiterials and therefore require a continuous supply of the same.

Ihe Company manages this risk by purchasing materials and supplies from the suppliers identified by the group and the Company
has leng term relation with the suppliers,

Credit risk
The Company has a policy of dealing only with credit worthy counter parties and obtains sufficient collateral, Bank Guarantess and
Letter of Credit wherever the management thinks appropriate as a means of mitigating the risk of financial loss from defaults.

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.
Qutstanding customer receivables are regularly menitored and followed up by the management team for the recovery,

Cash deposits
Credit visk From balances with banks and financial institutions are managed by maintaining the balances wilh highly reputed
Commercial banks and other agencies if if deems appropriate and benefidal to the company.

Liguidity risk

Liguidity risk is the risk that the Company will face in meeting its obligations associated with its financial Habilitics. A materia) and
sustained shortfall in the cash flaw could undermine the Company's credit rating, impair investor confidence and also restrict the
Company’s ability o raise funds.

Fw Company maintaing a cautious funding stralegy to mitigate the Bquidity risk. The Company's Finance Department regularly
monitors the [quidity 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 Tu nding iz sufficlent.
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Countingenl Liabilities

Contingent labilities 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 vither not probable that an oulflow of resources will he
required to settle the obligation or a reliable estimate of the amount cannot be made.

The Company records a lfability for any elaims 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 stalements but does not record a liability in its accounts unless the loss becomes probable,

The Company believes that none of the contingencies described below would have a materdal adverse effect on {he Company’s
financial condition, results of operations or cash flows. It is not practicable for the Company to estimate the limings of the cash
outflows, if any, pending resolution of the respective proceedings. The Company does not expect any reimbursements in respect of the
ST,

All the contingent liabilities and the guarantees given by the Company to the third partics are disclosed below:

As at As at
Ashad 32, 2082 Ashad 31, 2081
Towards Nepal Electricity Authority * 24299927313 573.877,964.95
Towards Income Tax with IRD * 71M4,157.49 T4, 15749
Total 243,703,430.62 574,582,122 44

*Nepal Electricity Authority (NEA) has raised demand liability of Rs. 24,29,99.273.13 against billing difference from Bhadra, 2072 4l
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,
W1,334,630.00 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 nan-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
rwt available with the WEA, henee the managoment is of view thal in absence of evidences and supportings for any claims made by
NEA, the demand lability 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 as per demand letter of Nepal Electricity Authority
dated 28th Kartik, 2061 stands to NPR 24,29,99,273.13 which has been disclosed as contingent liabilities, Further, NEA
Bad inviled all the electricily users against whom disputed demand from NEA were rasised to appeal before its Review Committee for
the disputed amount, although NEA disposed off the review unilaterally and asked the company to pay the entire amount in 28 Equal
Instalments. Company has appealed to Supreme Court against NEA's such unilateral action and Company is expecting a favourable
courtverdict against such demand- consequently company hasn't recognised the lability in the books.

** The company has filed appeal in earlicr yoirs for income tax assessment of FY 2075.76, FY 207677 and FY 207778 in Revenue
Fribunal, Kathmandu against the decision of IRD for admininstrative review for income tax assessmerits 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
yiear. Cul 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 beén conducted by
the Large Taxpaper Office, the disputed tax amount has been still shown as mnt@r;;ijhi!ities.
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38 Helated Parties and Transactions with Related Fartbes
All trarsactions with refaded parties are carpicd out by the Coampany at srm's bength prices,

Entity that i controlled by Key Managerial Person: Ky Mansgerial Perasi: Diesignation:
Bala Mines PyiLid, Mr, Ratan Lal Tayal Chalrsitan
Hhawan| Reflnery & Mires Per Lid. M. Nepesh Tayal Maraglng Director
Garapati Mings P, Lil Mir. Prakash Tayal Director

Canga Mines Pue Lid Mr. Ankit Klsadka Director

Kallks Mined PetLad M Crandrakals Kumusl Boburs Dhirectar

Mhana Mives Pot Lad Mr. Deepak Thapa DHrectar

8T, Mines i, Lig, Ms. Rachars Kamari Chba CHrecior

Riche Mines Pve Lid, M. Alisha Pandey Former DHeeetor
Sonta Mines It Lid, Nt Bhuam Prosad Pathak General Manager

AL Mining T, Led,

Bala Investment Pye Lad,

Bals Trachy Link MvrLid

Bt Mines Pt Lid,

Lianga Investmera Byt Lid
Gappati Investment Pve Lid.
Jayhkali Khanij Udyog Py, Lid,
Kakika Malika Fuel Conter Pl Lind
Maugratara Overseas Pt Lkl
Muma Fnvestrment Pee Lid,
Fradkan Khanij Udhyog Pet Lad,
R Mandoig Pvil. lad,

Sona lavesimont Pyt [ad
Samallka Investment Pel. Lid,
Sonalika Mines Pet L3l

Satapur Shevls Peplal

Sedpler Mines Pei[id,

Surypa Mining Py, Lid,

Tayal Invostment Pvt. Led
Tirupasi Mises vt Lad

Balances As on Ashadh 32 2082 __Amounl in NPFR
[ Fagty Name Furchase 5. Party Name Closing Ealance
|g. N MEning Privase Limited [EFTTE] 1| A, . Mining PvE, L1, TLIE 0 |
Kalcka Makika Fuet Conder Pyi, Ll IEL AT 2 | Bals Tervenbimsent Ty Tad. (1.157 452}
[Mazigratara Chovmmess PyELid, 41,5700, 590 3 | Hala Miess Pvilnd BET4106
4 [ Hala Trade Tink Pvi Ll 61,508,068
5 | Bhawani Relinery & Mimes v Tid, 210,510
Pasty Name Sales & | Bijaur Manes vt L. 2,744,269
AN, Alning Private Limited ] ¥ | Clanapat Mines Pye Lad, (TR
Fzlia MaZika Fuel Center Pye, Lid 15504 § | Ganga Investment P, Lid. 350,217
(BT, Mimvirg, PYLLAE, 186,757 9 | Ganiga Miines PrLLEd [EREERET]
10 | Ganpati Tvvestmen Pvt. Lid, 3324055
11 | Tayikeli Khani Udyog Pt L1d 1
1z xfl;h Mialika Fuel Cenber Prilid m&%
13 | Kalfis Mires Prilid. 2,851,604
14 | Mangzatara Chverseas el L, 19727431 |
15 [ Muna Tnvestment Ivt Lid, 1,101,222
16 | Muna Mines P, Lbd 3B52AM
17 | T Wiroes 17, Lid 0654316 |
18 | Fradhan Bha Udlyog Pt Lo 13,968,755
19 | HLI" Wi Pl 151,555,143
2 | Biche Mires Poi, Lid. 1450618
21 | Son Invostment P, Lil, 1542006
22 | Sora Mines Pvi12d, B9 2R
23 | Somalika Tnvistmen) Fvi, Lid 14934357
34| Goralika Whres 191,100, 0.1R5,277 |
35 | Bonapier Sivels Pvibid, FETRI
26 | Surdar Mines Pvilad 141746
7 | Sarya Mining Pt Lid 217,354 |
24 | Tayal Investment Tl Lid 109,468
3 [ Tirapati Mires Pyt 12d 250,756
Total 549,721,696
Iirectar Remuomeratbon
Mame ef Lrirector | Amouni Terlod
: Shrawan Is, 2081 41 32 Ashadi, 2082 including Provider Fusad and
e Nitpeski Tayl AT Dashaln Bovus of 1 inandh,
Mewting Feea
EA. Particulars Amounl |
1 Ankiz Khadka T2 D00,
¥ [Chandrakala Kuman Bokara 156,000,007
3 |Doepak Thapa Je, 0000 |
1 [Nipesh Tayal 134,000 00
5 Prachu Sedhay 114,000.00
6 [Prakash Tayal 1L ()
7 Rachana Kumarl Ckha A
#_ |Ratan Lal Taya] Lo
TOTAL B, B 00




