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Shreenagar Agritech Industries Ltd.
Board of Directors 2nd Annual Report

Respected shareholder members, esteemed board of directors, distinguished guests,
and everyone present, | would like to extend a warm welcome to all of you at the
Second Annual General Meeting of Shreenagar Agritech Industries Ltd. (SAIL)
following our transition to a public limited company.

Agriculture is a cornerstone of Nepal’s economy, with over half of the population
relying on this sector for their livelihood. This demonstrates the critical role that
agriculture and livestock play in shaping our nation’s economic landscape. In line
with the government’s focus on this vital sector, our company aims to foster
collaboration among all economic stakeholders- from private enterprises and public
institutions to investment companies and the general public comprising of
grassroots-level farmers, ultimately establishing it as a pioneer agri-livestock public
enterprise.

After over a decade of involvement in various sectors including farm, feed and
agri-inputs, SAIL has recently been transitioned into a Public Limited Company. This
milestone has been marked with the addition of esteemed institutional esteemed
organizations such as Sikhar Insurance Company, Citizen Life Insurance, IME Life
Insurance, Gl Prudential, Adhyanta Capital and many more investment companies
and high net-worth individuals as our partners.

As we enter our third year, we consider the previous two years as a foundational
period for restructuring and preparing our new consolidated road map for the
company. Our planning efforts have included human resource management, the
development of various policies and regulations, coordination with different
government institutions, and partnerships with various national and international
agencies.

SAIL has also extended its associations with national and international companies in
areas such as quality certifications, essential inputs, by either bringing new
technologies or introducing best management practices. Similarly, the company has
also been advocating at all levels of government for the upliftment of farmers,
ensuring they have easy access to finance, insurance, and markets to improve their
overall standard of living.

This annual report of the company includes a brief introduction of the company, the
overall company plan, the auditor’s annual report (Financial Statements), the
progress of the company till date, and the proposed annual work plan.

Page 5
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F.Y. 2080-81 ACTIVITIES AND OUTCOMES

As our first year as a public limited company and the beginning of our association
with new institutional and individual promoters, this year has primarily been viewed
as a transitional or foundational year for the company’s new direction. We have
focused on the integration and implementation of contract farming activities as new
revenue streams, as well as the execution of plans related to meat processing and
cold storage - now part of our Food Division This year, our focus will be on ensuring

long term stability to maximize returns for our shareholders.

Following are the major activities carried out in the FY 2080-81:

S.No. | Activities Description Outcome

1. Policy Updation To streamline the whole operation | All activities are implement-
process, all the policies related to ed as per standard draft
admin, operation, financial policies and SoPs.
management and human resource
has been updated.

2. Merger To complete the integration of the New business line added to
whole process as committed to our | generate new income.
investors.

3. Implementation of As a part of the 3F integration New business line

Contract Farming Model | model, farming activities have been | added to generate value
carried out in collaboration with added income.
experienced outside farmers by
using their infrastructure and
company’s working capital,
reaching over 2000 farmers.

4. Construction of meat As part of a new business line, the | New business line
processing Unit construction of the site at BID and | added to generate value

plant installation of the Meat Pro- added income.
cessing unit have been completed
and ready for integration.

5. Business approval, All the legal formalities related to Legal compliance
licensing etc. government approval; IEE has completed.

been completed for all lines of
business.

6. Business association Researched & Identified interna- Got access to quality inputs
with international inputs | tional agriculture inputs supply as per the need of Nepal
manufacturing companies, multiple discussion, market in co-branding/
companies negotiation and long -term agree- co-creation model.

ment done with six international
and multinational companies.

7. Cooperation with NGOs/ | Cooperation with different national | Successfully obtained
INGOs and international Non-Government | millions of grants from inter-

organizations for Research and national organizations like
Development related projects. USAID, UKAID etc.

Page 6
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FINANCIAL ACTIVITIES

1. Performance
The comparative status of the financial performance for the year is as follows:

S.No. Activities

1. Sales 107 Crore 80.03 Crore
2. Gross Profit 19.40 Crore 11.89 Crore
3. Net Profit 69 Lakhs 66 Lakhs

2. Capital Structure
The capital structure of the company as on the date of AGM is as follows:

S.No. Activities As on Date 2080-81
Equity 130.50 Crore 100.10 Crore 28.50 Crore
2. Borrowings 90.00 Crore 120.00 Crore 91.51 Crore

F.Y. 2081-82 ORGANIZATION’S PLAN
The following plans have been made for the FY 2081/82 according to the
government’s plan, company’s objectives, and identified possibilities:

Operational Plan

Activities
Operation of the meat
processing unit

Description

To start the operation of the meat
processing unit to generate dressed
chicken and basic value added products.

New business line
added to generate new
income.

cooperatives

2. SEBON application To submit and expedite the application Increment of share
and approval for public listing at SEBON for timely capital.
approval.
3. Increase the contract To expand contract farming activities Increase the farm
farming and integration | among small and medium sized farmers, revenue.
activities primarily in the Lumbini and Bagmati
Provinces.
4. New association with To utilize the member-based network of Increase the farm and

farmers in various agri- based coopera-
tives for invoice financing and dealership
models.

feed revenue.

Financial Plan

Activities
1. Sales 180 Crore
2. Gross Profit 32 Crore
3. Net Profit 10 Crore
4. EPS More than 6%

Page 7
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Proposed Equity Plan
The proposed equity plan includes the following:

Increment - Authorized and issued capital along with modification of Capital to the
general public. Following this increment, the capital structure will be as follows:

S.No. Particulars Amount

1. Promoter Share Holder 130.50 Crore

2. Public Share 24.50 Crore
Total 155 Crore

Page 8
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Company Profile

SHREENAGAR 300+ 12000+
SINCE 2002 EMPLOYEES FARMERS 40+ DISTRICTS
Company’s Establishments
[FARM ] G G FACILITATION
Land Area Land Area Land Area
7.5 Bighas 1.75 Bighas 1.75 Ropani (Leased) Buildings
Sheds [ Buildings Sheds / Buildings Sheds / Buildings 3,000 Sq Ft (Leased)
.CIDII Sq Ft 10,000 Sq Ft

1,50,000 Sq Ft

UNDER
CONSTRUCTION
NOW

Business Value Proposition -4Fs

PARENT FARMS
PELLET PLANT
4000 MT/month _ 30,000 Parent birds
F HATCHERY:
gl degatd 300,000 Chicks / month

2000 MT/month

EXTRUSION PLANT
125 MT/month

TRADING ACTIVITIES
1000 MT/month

INTEGRATION FARM
30,000 Birds / month

CONTRACT FARM:
170,000 Birds / month
Scale up to Fishery,
Dairy, Piggery and Goat

SLAUGHTERING /

PROCESSING 1 )

3000 Birds / Day { Knowledge Center, Skill

COLD ROOM [ _ Development School, Incubation
200 Mt. \_// For Center, Innovation Lab, Laboratory
MEAT SHOPS /QSRs

Page 9
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Operational Progress - Facilitation

Working with different levels of stakeholders
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Current Partnership

WATER &
AN ENERGY
- aWN =FOOD
Paftl;[‘:l’lﬂ'r’; Australian Government
DFAT - BPP WEA4F - USAID - Tetra Tech
Feed the Future Nepal Mitigating Covid-19 impacts Aqualink for
USAID Partnership for Poultry by Developing Local Aquaculture  Empowering Fish Farmers
Market through smart solutions

Reaching out 12000+ Farmers
a‘ m
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sn T AtaICA PR UKa'd Aid Q Australian Government
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CA. Prachand Dhoj Karki, (M.No. 952) P.D.S.& ASSOCIATES

Partner CHARTERED ACCOUNTANTS

CA. Suraj Timsina (M.No. 935) Head Office : Opposite to Chinese Embassy
Partner Kathmandu-4, Baluwatar, Nepal

Firm Regd. No - 617 Ph: 01-4438930, 9851193278

PAN: 615244842 Email: info@pdsa.com.np

INDEPENDENT AUDITOR’S REPORT

To,

The Shareholders of,

Shreenagar Agritech Industries Ltd.
Sudhodhan-4, Rupandehi, Nepal

Report on the Audit of the Financial Statements

Opinion
We have audited the financial statements of Shreenagar Agritech Industries Ltd. (“the
Company”), which comprise the Balance Sheet as at 31* Ashadh 2081, and the statement of
Profit & Loss , statement of changes in equity and statement of cash flows for the year then
ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly in all material respects, or
give a true and fair view of) the financial position of the firm as at 315t Ashadh 2080, and its
financial performance and its cash flows for the year then ended in accordance with Nepal
Financial Reporting Standards (NFRSs).

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our
responsibilities under those Standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Firm in
accordance with the ICAN's Handbook of Code of Ethics for Professional Accountants together
with the ethical requirements that are relevant to our audit of the financial statements in Nepal,
and we have fulfilled our other ethical responsibilities in accordance with these requirements
and the ICAN’s Handbook of Code of Ethics for Professional Accountants. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. 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. $55
B RERU0,
-0 T

9 o

QW"

Branch office : Biratnagar-9, Morang, Ph: 9852030714  Email: casuraj_2012@yahoo.com
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We have determined the matters described

below to be the key audit matters to be

communicated in our reports and to those charged with governance.

Key audit matters

How our audit addressed the key audit
matter

_Capitél--l-\;ﬁof'l; In Progress (as described in Note 6 of the standalone financial statements

The company has capitalized all the expenses
relating to the construction, installation and
other expenses incurred for its Meat
Processing Unit for the F.Y. 2080-81 and also
advanced payment made against the land
acquisition for the expansion of Farm Business |
also shown under the head CWIP. Total cost
amounting to Rs. 16,39,60,168 is presented
under the head "Capital Work-in progress”
| during the year.

| We focused on this area considering that this |
was a significant event during the year.

L

Our Audit Procedures included but not were

limited to the following:

e To gain comfort over the valuation and
accuracy assertion, we have verified the
amount paid to the vendors and
contractors.

* To gain comfort over the completeness and
existence assertion, we have relied on the
certification report of the consultant who
has certified the progress made by the
Company.

» We have designed and performed several
audit procedures to ensure the existence
completeness and accuracy of expenses
that are capitalized by the Company.

We have obtained the reports of managements |
and relied on their reports over the internal |

control system in place.

of the standalone financial stat nts

_heggug recognition (as described in Note 24

The Company recognizes revenue when
control of the goods is transferred to the
customer at an amount the company expects to
| be entitled in exchange for those goods.

During the year ended Ashadh 31, 2081, the
Company has recognized the revenue
amounting to Rs. 1,07,95,35,486. The term of
sales arrangements, timing of transfer of
control creates complexity and judgement in
determining the timing of revenue recognition.
The risk is, therefore, that the revenue may not
be recognized in the correct period and in
correct amount in according with NFRS.

Accordingly, due to the risk associated with the
timing and amount of revenue recognition, it
was determined to be the key audit matter in
our audit of Standalone financial statements.

Our audit procedures included the following:

* Evaluated that the Company's revenue |
recognition policy is in compliance with |

NFRS 15 “Revenue from contracts with
customers”

e Evaluated the design and
implementation of key controls
operating around revenue recognition

e Performed the test of individual sales

transaction on sample basis and traced |
to sales invoice, sales agreement and |

other relevant documents.

e Further for samples selected, ensured
that rates in sales invoices are as per
the agreement and also verified vehicle
and consignment tracking system
(VCTS) with respect of such sales.

- BSS04
¢ 4?}

2|Page
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Merger of Shreenagar Agro Farm Pvt. Ltd. (as described in Note 41 of the standalone

financial statements

On Ashoj 19, 2080 the Company completed |

the merger with Shreenagar Agro Farm Pvt.
Ltd. As disclosed in Note 41 to the standalone
financial statements, the merger is accounted
for as a business combination under common
control. The merger has a significant impact on
the standalone financial statements of the
Company including revenue, profit, tax,
reserves and comparative numbers. We
focused on this area considering that this was a
significant event during the year.

e Our audit procedures amongst others
included the following:

Evaluated the design and tested the
operating effectiveness of the controls
over the accounting for business
combination.

Instructed auditors of Shreenagar Agro
Farm Pvt. Ltd. to perform specific audit
procedures in respect of carve out of
assets and liabilities pertaining to
specified business Shreenagar Agro
Farm Pvt. Ltd. as at Ashoj End, 2080
prepared by management and obtained
their audit report on the carved out
financial statements.

Traced the previous year (Ashad End,
2080) restated financial information of
the Company to the carve out audited
financial information of Shreenagar
Agro Farm Pvt. Ltd. for the year ended
Ashad End, 2080.

check mathematical accuracy.
Read the approval obtained from Office
of Company Registrar.

Tested supporting workings and

evidence relating to the accounting as |

per the terms of the scheme of
arrangement
e Evaluated the disclosures in the

standalone financial statements.

|
Tested the exchange restatements to

Identification and disclosures of Related
standalone financial statements)

Parties (as described in Note 34 of the

The Company has related party transactions
which include, amongst others, sale and

purchase of goods/services to its subsidiaries, |

associates, joint ventures and other related

parties and lending and borrowing to its |

subsidiaries, associates and joint ventures.,

We focused on identification and disclosure of
related parties in accordance with relevant
accounting standards as a key audit matter.

Our audit procedures amongst others included
the following:

e Evaluated the design and tested the
operating effectiveness of controls over
identification and disclosure of related
party transactions.

Obtained a list of related parties from

the Company’s Management and traced |

the related parties to declarations given

3|Page

by directors, whe_re .gp_plicable, and to
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Note 34 of the standalone financial
statements.

e Read minutes of the meetings of the
Board of Directors and Audit
Committee.

e Tested material creditors/debtors, loan |
outstanding/loans taken to evaluate
existence of any related party
relationships; tested transactions based
on declarations of related party
transactions given to the Board of

‘ Directors and Audit Committee.

| e Evaluated the disclosures in the!

standalone financial statements for |

_J_ compliance with applicable NAS/NFRS. |

OTHER INFORMATION

The Company's Board of Directors is responsible for the other information. The other
information comprises the information included in the Annual report, but does not include the
standalone financial statements and our auditor’s report thereon. Our opinion on the standalone
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 standalone financial
statements, our responsibility is to read the other information and in doing so, consider whether
such other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If, based on the work 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.

Responsibilities of the Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with NFRSs, and for such internal control as management determines is necessary
to enable the preparation of financial statement that are free from material misstatement,
whether due to fraud or error.

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

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

4|Page
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Auditor’'s Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with NSA's we exercise professional judgement and maintain
professional skepticism through the audit. We also:

5|Page

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

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

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

Conclude on the appropriateness of management's use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or if such disclosures are inadequate to modify our audit opinion. Our conclusion
are based on the audit evidence obtained up to the date of our auditor's report. However,
future events or conditions may cause the company to cease to continue as a going concern.
Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves the fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the company to express an opinion on financial
statements. We are responsible for direction, supervision and performance of the audit. We
remain solely responsible for our audit opinion. We communicate with those charged with
governance regarding other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal“tentrol that we
identify during our audit. ]

Page 15
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Report on Other Legal and Regulatory Requirements

As per Companies Act, 2063, we report that, in our opinion;

il

We have obtained all the information and explanation, which to the best of our
knowledge and belief were necessary for the purpose of our audit.

Proper books of accounts as required by law have been kept by the Company as far as
appears from our examination of such books.

The Balance Sheet, Profit and Loss Account, Cash Flow Statements and Statement of
Change in Equity are prepared as per the provision of the Company Act, 2063 and same
are in agreement with the books of accounts maintained by the Company.

The business of the Company has been conducted satisfactorily.

To the best of our information and accordance to explanations given to us and from the
examination of the books of account of the company necessary for the purpose of our
audit, we have not come across cases where Directors or any employee of the company
have acted contrary to the provision of law, or committed any misappropriation or
caused loss or damaged to the company.

(Partner) A
P.D.S. & Associates =
Date: 2081.08.05 Chartered Accountants
Place: Kathmandu M.No.952 / COP No: 712
UDIN Number: 241201CA00952BfVHK

6|Page
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Shreenagar Agritech Industries Ltd.
Sudhodhan-4, Rupandehi, Nepal

Statement of Financial Position as at 31st Ashad, Z081(15th July, 2024)
All amounts are in NPR, unless otherwise stated

Particulars Notes Current Year Previous Year
ASSETS
Non Current Assets
Property,plant and equipment 31 1021,051,313 460,096,001
Capital WIP 32 165,460,158 -
Financial assets
Investments in Subsidiaries 34 5,600,000
Equity investment at FVTOC! 35 50,000,000 -
Other financial assets 36 804,107 270,017
Total Non Current Assets 1,242,915,588 468,366,018
Current Assets
Inventories 37 316,202,910 471,971,161
Financial assets
Trade and other receivable 38 696,621,967 460,183,112
Cash and cash equivalents 39 9277528 20,027,412
Other current assets
Prepaid Expenses & Advances 3.10 38,253,008 14,128,038
Current Tax Assets in 10,346,061 146,859
Assets dassified as held for sale 31z - -
Total Current Assets 1,070,701,494 996,456,582
Total Assets 2,313,617,083 | 1464,822,601
EQUITY AND LIABILITIES
Equity
Share Capital 313 1,001,000,000 285,065,000
Reserve and surplus 314 588,518 3,780,856
Share application money = 114,935,000
Total Equity 1,006,882,518 | 403,780,856
Non Current Liabilities
Financial liabilities
Leng term loan 3.15 836,495,000 623,499,610
Deffered Tax Liabilities a3 10,685,949 6,659,711
Other Non Current Liabilities 316 - -
‘Total Non Current Liabilities 847,180,949 630,159,321
Current Liabilities
Financial liabilities
Short term boan 317 316,500,000 291,590,853
Other financial Liabilities 318 18,236,385 8,559,016
Trade and other Liabilites 319 124482731 130.306.478
Short Term Provisions 3.20 334,500 426078
Total Current Liabiliti 459,553,616 430,862,424
Total Equity & L 2,313,617,083 | 1,464,822,601

The accompanying schedule and notes are an integral part of the financial statements.

Chairperson Director Partner
P.DLS, & Associates
Chartered Accountants

.\ " A.ﬁ\perour report of even date.
Satish Chay stha mi Shrestha aran Sfngh Prachand JHf6] Karkd, FCA
i -Corgforae Finance

Date: 05.08.2081 Fh DL
Place: Kathmandu
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Shreenagar Agritech Industries Ltd.

Sudhodhan-4, Rupandehi Nepal

Statement of Profit or Loss and other Comprehensive Income
For the Year From 01st Shrawan, 2080 to 31st Ashad, 2081 (17th July, 2023 to 15th July, 2024)
All amounts are in NPR, unless otherwise stated

Particulars Notes Current Year Previous Year
Revenue 3.21 1,079,535,486 800,357,283
Cost of sales 332 885,446,141 681,419,863
Gross profit / (loss) 194,089,345 118,937,419
Other income 323 12,998,408 802,847
Administrative expenses 324 19,692,518 15,216,241
Employee expense 3.25 41,344 639 19,324,605
Depreciation 326 15,327,977 11,443,789
Operating profit / (loss) 130,722,619 73,755,632
Finance Income 3.27 -

Finance costs 3.28 119,561,353 65,563,115

Profit / (loss) before staff bonus 11,161,265 8,192,517

Staff banus 3.29 1,014,660 738,085

Profit / (loss) before tax 10,146,605 7.454,433

[ncome tax expenses of current year 3.30 [260,828)

Income tax expenses of previous years 2,333,426

Deferred tax-income (Expense) 3.30 [B55,017) [550,608)

Deferred tax-income (Reversal of SAF Liability)

Net profit / (loss) for the year 6,958,161 6,642,997

(Other comprehensive income

a) Items that will not be reclassified to Profit or loss - =

by) Items that may be reclassified to Profit or loss

Other comprehensive income / (loss) for the year =

Total comprehensive income 6,958,161 6,642,997

Profit for the Year attributable to :

Owner of the Company 65,958,161 6,642,997

Last Year Profit and Losses 3,780,856 (2862,142)

Total Comprehensive Income attributable to :

Tranfer to Reserve & Surplus 10,739,017 3,780,856
|Earning per Equity share in

Basic (NPR.) 1.17 5.44

Diluted (NPR.) 1.17 5.44

The accompanying schedule and notes are an integral part of the financial statements.

4 m/. W

As per our report of even date.

[A :

\
Satish Chand Shrestha

Chairperson Director

Date: 05.08.2081
Place: Kathmandu

M‘:u‘sﬁ’umi Sh r\esl{'

ran Singh

Prachand mf Karki, FCA

-Corporae Finance

Partner

P.D.S. & Associates
Chartered Accountants
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Shreenagar Agritech Industries Ltd.
Sudhodhan-4, Rupandehi Nepal

Statement of Cash Flow
For the Year From 01st Shrawan, 2080 to 31st Ashad, 2081 (17th July, 2023 to 15th July, 2024)
All amounts are in NPR, unless otherwise stated

Particulars Current Year Previous Year
A. Cash Flow from Operating Activities
Net Profit before Tax 10,146,605 7454433
|Adjustments for:
Dapreciation expenses 15,327,977 11,443,789
Finance cost 119,561,353 65,563,115
(Change in other financial assets (Increase) / Decrease [534,000) 55.634
Change in inventories (Increase} / Decrease 155,768,251 (219,111,100}
Change in prepayments {Increase] / Decrease (24,124,970) 16,450,317
Change in trade and other receivables (Increase] / Decrease (206.438,875) 71,088,335
Change in Current Tax Assets {Increase) / Decrease (10,199,202 (7,999)
Change in Other financial Liability Increase / [Decrease) 9,677,369 140,210)
Change in Short term Provision Increase / [Decrease) (91577} {57,749)
Merger Adjustment [1,685.279) 3
Change in trade and other payables Increase / [Decrease] [5.823,747) [71.212,451)
Income tax Paid (2.333427)
Net Cash Flow from Operating Activities (1) 59,250,389 (118,373,887)
B. Cash Flow from Financing Activities
Changes in Share Capital Increase / {Decrease] 715.935,000 61,065,000
Share application money recetved (114,935,000) 114,935,000
Change in short term loan Increase / (Decrease) 24,909,147 (199,708,546)
Changes in Long Term Loan Increase / (Decrease) 212,995,390 469,475,000
Net finance cost (119,561,353) [65,563,115)]
| Vet Cash Flow from Financing Activities (2) 719,343,183 400,203,340
C. Cash Flow from Investing Activities
[Sale/(Purchase] of Tangible Fixed Assets (568,263,268) [26&,753.426)
Sale/[Purchase] of Intangible Assets - -
Sale /(Purchase]/Acquired of Investments (55,600,000}
|Change in CWIP [165.460.168
Net Cash Flow from Investing Activities {3) (789,343,457) (266.753,4261
WNEI Increase %f Dm:rnase? in Cash and Cash Efnlvalems (142+3) [10,749.884) 15,076,027
Cash and Cash Equivalents at beginning of the year/period 20027412 4,951,386
Cash and Cash Equivalents at end of the year/period 9,277,528 20,027,412
[Components of Cash and Cash Equivalents 9,277,528 20,027,412
Cash in hand 910646 62,097
[Balance with Bazks 6,366,082 T9065,315

The accompanying schedule and notes are an integral part of the financial statements.

As per our report of even date

@/ v W \p. o

Satish Chdrid Shrestha Mo dufmi Shresthd Prachand DIG] Karki, FCA
Chairperson ]'El! Pmum:\e Partner
P.LS. & Associates
Chartered Accountants

Date: 05.08.2081
Place: Kathmandu
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Shreenagar Agritech Industries Ltd.
Sudhodhan-4, Rupandehi Nepal

Schedules to Fi

All amounts are in NPR, unless otherwise stated

3.2 Capital WIP

Shree
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for the year ended on 31st Ashadh, 2081

Particulars Current Year Previous Year
Capital WIP - Land 109,329,075
Capital WIF - Civil 13636522 -
Capital WIF - Machinery 9,173,680 -
Borrowing Cost 33320892
Total 165,460,168
3.3 Deferred tax asset / (liability)
Particulars Current Year Previous Year
Dpening Deferred tax asset / (liability) (6,659,711) (6,109,103)
Current Year {4.026,237) (550,608)
Total (10,685,949) (6,659,711)
3.4 Investments in Subsidiaries
Particulars Current Year Previous Year
Investment in Ung 1 Subsidiaries
Sunaulo Poultry Farm Pyt Lud, 5,600,000
Total 5,600,000 »
3.5 Equity investment at FVTOCI
Particulars Current Year Previous Year
Nepal Warehousing Company Ltd. 50,000,000
Total 50,000,000
36  Other linancial assets
Particulars Current Year Previous Year
LC / BG margin - 63.371
Margin - Lark Engineering 11,908 11,908
Security Deposit 36,700 B500
BL.BL.No. Margin 321932 167 488
Insurance Claim Receivable 359,817
Bid Security Deposit 73,750 18,750
Total 804,107 270,017
3.7 Inventories
Particulars Current Year Previous Year
Inventories 316,202,910 471,971,161
Total 316,202,910 471,971,161

a) Inventories of all feeds, raw materials, parent birds, packaging materials, trading goads, and store & spare

parts are measured at cost.

Page 21



Shree

from Ideas to Impacts...

Page 22

38

3.9

3.10

Shreenagar Agritech Industries Ltd.
Sudhodhan-4, Rupandehi Nepal

Schedules to Financial Statement for the year ended on 31st Ashadh, 2081
All amounts are in NPR, unless otherwise stated

b) Closing Stock of the company Includes biological assets. A biological asset shall be measured on inftal
recognition and at the end of each reporting period at its fair value less costs t sell, except for the case described
in paragraph 30 where the fair value cannot be measured reliably. Inventory valuation in accordance with "NAS

41- Agriculture”,

c) Inventories other than biological assets are valued at lower of cost or Net realizable value, using the weighted

average Method.

“Trade and other receivables [current)

Particulars Current Year Previous Year
Sundry Debtors BHA, 708054 490,183,112
Sundry Debtors- Doubtfull 9,913,934 -
Tg_l._il 696,621,987 490,183,112

a) The trade receivables that fall under the classification of financial instruments are carried at amortized costs
and those other assets that do not fall within the definition are carried at cost. These instruments are regularly
monitored for impairment. Credit allowances i.e, provision on debtors on debtors as per computed based on

trend and aging analysis of past vears data subject to the actual realisation of debtors,

Cash and cash equilvalents

Particulars Current Year Previous Year
Cash in hand 910,646 62,097
Halances with Banks 8,366,882 19,965,315
Total 9,277,528 20,027,412

Cash and cash equivalents are measured at amortised cost in the statement of financial position. Cash equivalents
are short term, higly liquid investments that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value. ltems under this head includes cash in transit { bank transfers
and cheques in collection which are collected in subsequent period, short term deposits with banks in the various
forms such as call deposit, fixed call deposit ete. Provision lor loss in lieu of shortage of cash and cash equivalents

are made for, if any, in the value of such cash and cash equivalents,

Prepayment & Advances
Particulars Current Year Previous Year

Stafl Advance 1366384 329,506
Guras Engineering Consultancy = 1,045
Mathuni Thakur - Carpenter KTM = 16,500
Expenses Related to [ssue Mgmt/IPO 12,496,587 -
Pre- Paid Insurance/ expenses 3,842,596 635,379
Advance & Recelvables 7821600 -
Advance to Parties 12,723,836 13,145,208

Total 38,253,008 14,128,038

a) The Prepaid Expenses & Advances that fall under the classification of financial instruments are carried at
amortized costs and those other assets that do not fall within the definition are carried at cost. These instruments

are regularly monitored for impairment,

b) The fair value of prepayments approximates their carrying value in the statement of financial position.

] The prepayment that are to be settled within a year is classified as current assets.
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Shreenagar Agritech Industries Ltd.
Sudhodhan-4, Rupandehi Nepal

Shree

from Ideas to Impacts...

Schedules to Financial Statement for the year ended on 31st Ashadh, 2081
All amounts are in NPR, unless otherwise stated

Current Tax Assets
Particulars Current Year Previous Year
Current Tax Assets
Current year Income Tax Assets [Advance Tax) 249,627 146,859
Current year income Tax Assets {Advance Tax-5AF) 10,096,434
Total 10,346,061 146,859

Current tax includes current tax determined as the amount of tax payable in respect of taxable income for the

vear considering the applicable provisions of Income Tax Act.

Assets classified as held for sale

Particulars

Current Year

Previous Year

Opening Balance
Addition During the year
Disposal During the year
Other Adjustments
Less:mpairement

Total

Share Capital

Under this head, assets held for sale is to be presented as per the Provisons of NFRS 5. However, Shreenagar
Agritech Industries Pvt. Ltd. does not have any assets that is classified as held for sale as on date.

Particulars

Current Year

Previous Year

Authorized

Ordinary shares

12,000,000 (Prev. Year 40,00,000) equity shares of NPR
100 each

Issued

Ordinary shares

10,010,000 (Prev, Year 28,50,650)equity shares of NPR
100 each

Subscribed and fully paid up

1.200,000,000

1,001,000,000

400,000,000

285,065,000

10,010,000 Ordinary share of NPR 100 each

1,001,000,000

285,065,000

{Balance as at the closing date

1,001,000,000 |

285,065,000

Share capital includes amount received in the form capital contribution from the share holders and registered as
Share Capital under Office of Company Registrar. Further authorized share capital has been increased to

1,450,000,000 after year end.

3.13.1 Reconciliation of shares outstanding at the beginning and at the end

Particulars Current Year Previous Year
Opening Share Capital 2,850,650 2,240,000
Addition During the Year 7,159,350 610,650
Ihlame as at the closing date 10,010,000 2,850,650

a) Financial instruments issues are classified as equity when there is no contractual obligation to transfer cash,
other financial assets or issue available number of own equity Instruments. Incremental costs directly
attributable to the issue of new shares are shown in equity as deduction net of taxes from the proceeds.
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Shreenagar Agritech Industries Ltd.
Sudhodhan-#, Rupandehi Nepal

Schedules to Financial Statement for the year ended on 31st Ashadh, 2081
All amounts are in NPR, unless otherwise stated

b) Dividends on ordinary shares classified as equity are recognized in equity in the period in which they are
declared.

Substantial Shareholders

Name of Shareholders No of Share No of Share
Satish Chand Shrestha 4,381,226 1,546,450
Moushumi Shrestha 219200 219,200
Chandra Pankaj Developers Pvt, Ltd. 1,630,000 1,080,000
Reserve and Surplus
Particulars Current year Previous Year
Balance as at the opening date 3,780,856 [2.862,142)
Reserve and surplus of SAF (Merger)- Refer Note No. (4.856,49%) -
Add: Profit during the year 6,958,161 6,602,997
Total 5,882,518 3,78!]‘856

Reserves and surplus [ncludes Accumulated profits revaluation reserves, general reserves, etc.
During amalgamation/merger/acquisition, the excess of net assets taken, over consideration paid, if any, is
treated as Capital Reserve.

Long Term Loan

Particulars Current year Previous Year
Term Loan [Fixed) 511,495,000 252,222,004
Working Capital Term Loan 325,000,000 370,000,000
Unsecured Loan 2 1,277,606
Total 836,495,000 623,499,610

a) The long term loan are valued at amortized cost basis, calculated based on effective interest rates of individual
loans.

b The effective interest rate is the rate that exactly discounts the estimated future cash payments and recelpts
through the expected life of the financial liahility to the carrying amount of the financial liability.

] The effective interest rates are calculated based on the repayments specified or indicated in the contract with

the lender. Then the interest rates were applied to the actual borrowing receipts and repayments details [derived
from loan and interest ledgers).

Other Non Current Liabilities

Particulars Previous Year

Payable For Gratuity - &

Current year

Other Employee Liabilities
Total
Other Non current Liabilities include obligaitons of Gratuity,pension,medical and leave.
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Shreenagar Agritech Industries Ltd.
Sudhodhan-4, Rupandehi Nepal

Schedules to Financial Statement for the year ended on 31st Ashadh, 2081
All amounts are in NPR, unless otherwise stated

3.17 Shortterm loan

Particulars Current year Previous Year
HP Loan - 914,565
0D Loan 100,000,000 100,000,000
STL Loan 174,500,000 181,058,543
BLC loan - 9617746
Term Loan Payable within a year 42,000,000 -
Total 316,500,000 291,590,853

Short term bor ings includes bor ings from various banks which are of short term nature. Le. due to be

settled within 12 months, Further, such borrowings from banks has been classified as short term considering the
provisions para 72 of NAS 17 Presentation of Financial Statements". All kinds of overdraft, demand loan, trust
receipt loan, cash credit, packing credit, bills discounted, force loan, the instaliments of long-term loan and other
types of loan payable within 12 months from reporting date are categorized as short-term loan.

3.18 Other financial Liablities
Particulars Current year Previous Year
CIT/FF Payable 3728426 2,003,646
Wages Payable 24,098 145,243
Deposits 527700 1,094,703
Staff Payable 12582723 4574679
Bonus payable 1L014.660 738,085
Advance From Parties 358,778 2,660
Total 18,236,385 8,559,016
319 Trade and Other Liabilities
Particulars Current year Previous Year
Accounts Payable 116,363,328 122,958,904
TDS/VAT Payable 8,119,403 7,347,574
Total 124,482,731 130,306,478

Trade and other llabilities include creditors for purchase of materials, advances from customers,letter of credit,
duties and tax payable and other short term payables which is required to be settled with 12 months. Such trade
and other liabilities are measured at amortised cost which is the Fair value of consideration to be paid in future,

3.20 Short Term Provisions

Particulars Current year Previous Year
Provision for Audit Fee 334,500 165,250
Provisions for [ncome Tax - 260,628
Total 334,500 426,078
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Shreenagar Agritech Industries Ltd.
Sudhodhan-4, Rupandehi Nepal

to Fi

All amounts are in NPR, unless otherwise stated

fal for the year ended on 31st Ashadh, 2081

Revenue
Particalars Current Year Previous Year
Sales L079,535486 B00,357.283
Tatal 1,079,535486 B00,357.283

Revenue is recognised upon transfer of control of promised products or services to customers in an amount that
reflects the consideration the Company expects to recelve in exchange for those products or services. Amounts
disclosed as revenue are net of rade allowances, rebates and VAT amounts,

There is no incident of goods sald but involce not being raised during the cut-off period.

Cost of Sales
P Current Year Previous Year
Opening Stock 471,971.161 252,860,061
Purchase and direct exprnses TR9.67T.E90 900,530,964
Less: Closing Stack (316,202,910} (471,971,161}
Total BE5.446.141 681,419,863

of the revenue,

Other Income

Cost of sales includes all the costs and expenditure which are incurred and directly attributable for the generation

Tatal

[14.767,800)

Particalars Current Year Previous Year
Other Income 12,833,395 BOLE47
Social Support Activities < =
Gain on sale of fixed assets 165,013 -
Total 12,998,408 802,847
Other Income includes various income such as C I income d by the company.
Other incomes are recognized on accrual basis.
3.23.1 Soclal Support Activities
Particulars Current Year Frevious Year
Refmbursement agalnst Social Support Activities 67,330,893 6,422,394
A Social Support A
Less : Employee Benefit Expenses [52,563,093) :
Less - Administrative Expenses (6.422,394)

Sacial Support Activities includes various social program completely /partially funded hy various donor
organization,
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Shreenagar Agritech Industries Ltd.
Sudhodhan-4, Rupandehi Nepal
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Schedules to Financial Statement for the year ended on 31st Ashadh, 2081
All amounts are in NPR, unless otherwise stated

Administrative Expenses
Particulars Current Year Previous Year
Repair & Maintenance 2,391,712 1,245,924
Audit fee Expenses 339,000 169,500
Bid/Tender Expenses 6,000 -
Canteen Expenses 1431855 85,803
Insurance Expense 335170 .
Consultancy/AMC Fees 4265907 2,256,115
Recruitment / HR Expenses 35595 122,900
Donation Expenses 45895 29,050
Email / Internet/ Cloud Services Charges 319,095 599,952
Fine & Penalties 1,214,855 807572
Miscelleneous Expenses 438,599 172,405
Office Expenses 55,626 566,189
Festival Expenses 135,155 62,000
Postage/ Courier Charges 29,139 10,098
Printing & Stationcery Expenses BOBEDG 244,950
Registration & Renewal Fee 950,281 576,115
Rent Expenses 2,291,996 1,333332
Round Off 2,326,552 809,033
Telephone / Communlcation Expenses 537,108 361,200
Advertisement f Business Promotion/ Goods 2607476 199,680
Legal expenses 89,389 207,506
Electricity expenses 334707 Z14.886
Rate and Taxes 1,133.885 65,000
Distribution Expenses 1,105,8%4 613,084
Business Incentive - 1,139,017
Loading Charges 23175 .
Transportadon/Delivery Expenses BE4.305 589,005
Travelling Expenses 3,223,435 2,656,860
Vehicle Fuel 2,067,561 4850536
Membership & Cortification 799013 850,913
30,637,795 21,638,634
Less : Expenses Transfarred to Soclal Support Actlvities (10,945,277} (6,422,3%4)
Tatal 19,692,518 1..2._21 6,241
All the general adminlstrative expenses are recognized when the benefit is received by the company. General and
Administrative expenses are expenses unrelated to a specific business unit or function This inchedes rent, rates
and taxes, advertisement, repalr and maintenence audit fees etc .
Expenses related to Social Support Activities are transferred and presented under expenses realted to Social
Support activities funded by various international erganizaiton.
Employee Expenses
Particulars Current Year Previous Year
Salary, Overtime, Wages & Allowances 88477 986 19312522
Salary-[Project Implementation Team] 5,409,856 -
Sealf Welfare & Training/Medical 19879 12,083
93,907,731 19,324,605
Less ; Expenses Transferred to Project [52.563,093) .
Total #1,344,639 19,324,605

Employee benefit cost ks charged for the services rendered during the period and for the allowances and benefits
pertaining to the period during which sech services are rendered and the employes relared expenses incurred for
such periad.
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Sudhodhan-4, Rupandehi Nepal

to Financial

All amounts are in NPR, unless otherwise stated

Depreciation and Amortisation Expenses

for the year ended on 31st Ashadh, 2081

Particulars Current Year | Previous Year |
Depreciation of Property, Plant and Equigment 15,327,577 | 11,443,789 |
P ; T i = 11,443,789

Deprecianion s provided on Property Plant and egquipment except lor land on written down value method, based

on the estimated ugeful lives of those assets, Depreciation is not provided on f

chold land. On other assets it s

provided for against the original cost (less any estimated resldual value) in equal annual instalments over the

estimated useful econemic lives of the assets,

Finance Income

Particulars

Carrent Year

Previous Year

Interest Income

Total

Finance Income includes Dividend ineome, Interest Income and Accrued Interest income. Interest income from
financial assets is included in finance income using the effective (nterest rate method. Since no transaction cost is
involved in financials assets so the coupon race and Effective Interest rae (s same,

Finance cost
Particulars Current Year Previous Year
Interest Expenses 151444777 63,881,546
Less : Transterred to CWIP 33,320,892
Less : Interest Rebate 3511048 =
Net Interest Expenses 114,612,838 B1LEALS54G
Bank Charge 4948516 1,661,569
Total 119,561,353 65,563,115
Staff Bonus
Particalars Current Year Previous Year
Staff Benus 1,014,660 T38,085
Total 1,014,660 738,085
10% of the net profit before bonus ks set aside as staff bonus.
Income Tax expense
Particulars Current Year Previgus Year
Income Tax [260,828)
Total (260,828)|
Deferred Tax
Current Year Deferred Tax Expenses (+,026,237) 550.608)
Reversal of Deferred Tax from Merger 3171,220 .
Total {B55,017) (550,608]
Earnings per share
Particulars Current Year Previous Year
Profit after tax attributable te equity sharehobders of the
Compaty (z) 6,958,161 6642997
E'r;sutg:]tcd average number of shares for computing basic 5.954.550 1222128
‘Weighted average number of shares for compuring
diltest EPS [c) 5954959 1222128
Basic EPS (a/b) 117 S44
Dilited EPS [a/e) 117 sS4
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Shreenagar Agritech Industries Ltd. (Formerly Shr gar Agritech Ind ies Pyt Ltd.)
Sudhodhan-4, Rupandehi Nepal

dules to Financial for the year ended on 31st Ashadh, 2080
All amounts are in NPR, unless otherwise stated

3.28 Deferred Tax Calculation
F.Y. 2079-2080

Particulars Carrying Amount Tax Base Tempaorary DFff
Property, Plant & Equipment & Intangibles 468,096,001 434,77 445

Repair and Maintenance Expenses
Defined Benefit Plan Provision

Leave Liability Provision

Total 33,298,556
Deferred Tax Liability / (Asset) 6,659,711.20
Deferred Tax i J-PL d il last year) 6,109,103.45

Tax L 550,608

Deferred Tax Expenses/[Income]-OCI

E.Y. Z080-2081
Particulars Carrying Amount Tax Base Temporary Diff

Property, Plant & Equipment & Intangibles 1021,051,313 Q67,621,570 53,429,743
Repair and Maintenance Expenses .
Defined Benefit Plan Provision

Leave Liabilicy Provision

Total 53,429,743
Deferred Tax Liability / [Asset) 10,685,948.51
Deferred Tax PL d till last year) 6,659,711.20

4.026,237

Page 31



Shreenagar”

from Ideas to Impacts...

Shreenagar Agritech Industries Ltd.
Notes to the Financial Statements as of Ashad End 2081 (15" July 2024)

1. Overview of the Company

Shreenagar Agritech Industries Ltd. is a limited liability public company domiciled
in Nepal registered under the Company Act, 2063 of Nepal. The registered address
of the company is Ward No. 4, Suddhodhan Gaupalika, Rupandehi, Nepal.

Shreenagar Agritech Industries (SAl) started in the year 2004 with a focus on
producing feed for poultry (commercial and breeder), cattle, fish, pig, goats, pet
dogs, and others. The company aims to provide quality compound feed to the
farmers to increase the productivity and yield of the existing farms. The feed
provided by SAI, sold under the brand name “Shreenagar, Sunaulo & Him Dana
Feed” maintains the standard FCR and productivity which means less feed is
required for more output, while animals that farmers raise become healthier. Feed
products is prepared according to Quality Management System and undergoes
extensive quality control so that the feed always remains of international standard.

SAl sells its feed through a wide range of dealers, sub-dealers, and directly through
Shreenagar Agri Centers,

. Shreenagar Agritech Industries also provides technical and managerial services to
farmers and upcoming agri entrepreneurs. The factory is based in Rupandehi with
the corporate office in Tangal, Kathmandu.

The Board of Directors of the company acknowledges the responsibility of
preparation of financial statements of the company.

1.1  Board of Directors

The composition of Board of Directors as on Ashad end 2081 is as follow:

Mr Satish Chand Shrestha Chairman
Mrs Moushami Shrestha Director

Representation from Chandra Pankaj

Developers Pvt. Ltd. | Director

2, Statement of Compliance:

The financial statements have been prepared in accordance with Nepal Financial
Reporting Standards (NFRS) as published by the Accounting Standards Board
(ASB) - Nepal and Issued by Institute of Chartered Accountant of Nepal (ICAN).
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31

Approval of financial statements

Accompanied financial statements have been adopted by the Board of Directors on
its meeting held on 06.08.2081 and have been recommended for approval by
shareholders in the Annual General Meeting.

Basis of Preparation

The company while complying with the reporting standards, makes critical
accounting judgement as having potentially material impact on the financial
statements. The significant accounting policies that relate to the financial
statements as a whole along with the judgements made are described herein.

Where an accounting policy is generally applicable to a specific item, the policy is
described within that relevant note. NFRS requires the company to exercise
judgement in making accounting estimates. Description of such estimates has been
given in the relevant sections wherever they have been applied.

Basis of Consolidation
a. Business Combination
Business combinations are accounted for using the acquisition method adopted as
prescribed by the NFR5-3 “Business Combination”. The cost of an acquisition is
measured as the aggregate of the consideration transferred, measured at
acquisition date fair value and the amount of any non-controlling interests in the
acquiree. For each business combination, the Group elects whether to measure the
non-controlling interests in the acquiree at fair value or at the proportionate share
of the acquiree’s identifiable net assets. Acquisition-related costs are expensed as
incurred. At the acquisition date, the identifiable assets acquired and the liabilities
assumed are recognised at their acquisition date fair values. For this purpose, the
liabilities assumed include contingent liabilities representing present obligation
and they are measured at their acquisition fair values irrespective of the fact that
outflow of resources embodying economic benefits is not probable. However, the
following assets and liabilities acquired in a business combination are measured at
the basis indicated below:
i Deferred tax assets or liabilities, and the assets or liabilities related to
employee benefit arrangements are recognized and measured in accordance

with applicable NAS related to Income Tax and Employee Benefits

respectively.
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Shreenagar Agritech Industries Ltd.

3.2

3.3

Business combinations arising from transfers of interests in entities thal are under
the common control are accounted at pooling of interest method. The difference
between any consideration given and the aggregate historical carrying amounts of
assets and liabilities of the acquired entity are recorded in shareholders’ equity.

b. Subsidiaries

Subsidiaries are all entities over which the company has control. Company controls
an entity when it is exposed to, or has rights to, variable returns from its involvement
with the entity and has the ability to affect those returns through its power over the
entity, Subsidiaries are fully consolidated from the date on which control is
transferred to the company. They are deconsolidated from the date that control
ceases. Non-controlling interests in the results and equity of subsidiaries are shown
separately in the consolidated financial statement.

In case of Stand-alone Financials , the investment in shares of entities which qualify
for recognition as subsidiary has been shown as Investment in Subsidiaries and has
been measured at Fair Value of those which are listed whereas at cost of others non-
listed entities.

During the period, company owned the 100% share of Sunaulo Agro Pvt. Ltd. (as
transferred out of merger) and the subsidiary does not have active operation and
no significant transaction are there. Hence, consolidation of books has not been
done for the period.

Non-controlling interests:

Non-Controlling Interest has been recognized on the basis of the NCI's shares in
the net assets of the subsidiaries.

Reporting Pronouncements

The company has, for the preparation of financial statements, adopted the NFRS
pronounced by ASB as effective on September 13, 2013 which was applicable to
Shreenagar Agritech Industries Ltd. from FY 2076/77.

Accounting Conventions

The financial statements have been prepared on a historical cost basis, as modified
by the revaluation of financial assets and liabilities at fair value through profit or
loss.

The financial statements have been prepared on a going concern basis where the
accounting policies and judgments as required by the standards are consistently
used and in case of deviations disclosed specifically. The Board of Directors have
considered a wide range of information relating to present and future conditions,
including future projections and profitability, cash flows and capital resources

V@
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while assessing the going concern basis. Furthermore, Board is not aware of any
material uncertainties that may cast significant doubt on company's ability to go as
a going concern and they do not intend to either liquidate or to cease operations of
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Presentation
The financial statements have been presented in the nearest Nepalese Rupees.

For presentation of the statement of financial position assets and liabilities have
been bifurcated into current and non- current distinction.

The statement of profit or loss has been prepared using classification ‘by nature’
method.

The cash flows from operation within the statement of cash flows have been
derived using the indirect method.

Presentation currency

Financial statements are denominated in Nepalese Rupees, which is the functional
and presentation currency of the company.

Current and Non-Current classification
Assets

An entity shall classify an asset as current when:

(a) it expects to realise the asset, or intends to sell or consume it, in its normal
operating cycle;

(b) it holds the asset primarily for the purpose of trading;

(c) it expects to realise the asset within twelve months after the reporting period; or
() the asset is cash or a cash equivalent (as defined in NAS 7) unless the asset is
restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period.

An entity shall classify all other assets as non-current.

Liabilities

An entity shall classify a liability as current when:

(a) it expects to settle the liability in its normal operating cycle;

(b) it holds the liability primarily for the purpose of trading;

(c) the liability is due to be settled within twelve months after the reporting period;
or

{d} it does not have the right at the end of the reporting period to defer settlement
of the liability for at least twelve months after the reporting period.

An entity shall classify all other liabilities as non-current.

Accounting Policies and accounting estimates

The company, under NFRS, is required to apply accounting policies to most
appropriately suit its circumstances and operating environment. Further the
company is required to make judgment in respect of items where the choice of
specific policy, accounting estimate or assumption to be followed could materially
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3.6

3.7

3.8

3.9

affect the financial statements. This may later be determined that a different choice
could have been more appropriate.

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

NFRS requires the company to make estimates and assumptions that will affect the
assets, liabilities, disclosure of contingent assets and liabilities, and profit or loss as
reported in the financial statements.

The company applies estimates in preparing and presenting the financial
statements. The estimates and underlying assumptions are reviewed on an
ongoing basis. Revision to accounting estimates are reflected in financial statements
in the period in which the revisions are made and applied prospectively.

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

Financial Periods

The company follows the Nepalese financial year based on the Nepalese calendar.
Discounting

Discounting has been applied where assets and liabilities are non-current and the
impact of the discounting is material.

Limitation of NFRS implementation

If the information is not available and the cost to develop would exceed the benefit
derived, such exception to NFRS implementation has been noted and disclosed in
respective section,

Determination of fair values

The Company's accounting policies and disclosures require the determination of
fair value, for both financial and non-financial assets and liabiliies. When
applicable, further information about the assumptions made in determining fair
values is disclosed in the respective notes.

Financial Instruments
Initial recognition

All financial instruments are initially recognized at fair value, which is normally
the transaction price plus, for those financial assets and liabilities not carried at fair
value through profit and loss, directly attributable transaction costs
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Purchases or sales of financial assets that require delivery of assets within a time
frame established by regulation or convention in the market place (regular way
trades) are recognized on the trade date, i.e., the date that the Company commits
to purchase or sell the asset. Loans are recognized when cash is advanced to the
borrowers.

The Company classifies its financial assets at initial recognition as subsequently
measured at amortized cost; fair value through other comprehensive income and
fair value through profit and loss based on the contractual cash flow characteristic
and business model to manage them.

Financial liabilities are classified as at initial recognition as fair value through profit
or loss, loans and borrowings, or as payables as appropriate.

Subsequent measurement
Financial assets at Amortized cost

A financial asset (debt instruments) is measured at the amortized cost if both the
following conditions are met:

a) The asset is held within a business model whose objective is to hold assets for
collecting contractual cash flows, and

b) Contractual terms of the asset give rise on specified dates to cash flows that are
solely payments of principal and interest (SPPI) on the principle amount
outstanding,.

After initial measurement, such financial assets are subsequently measured at
amortized cost using the Effective Interest Rate (EIR) method. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortization is included in
other income in the Statement of Profit and Loss. The losses arising from
impairment are recognized in the Statement of Profit and Loss. This category
generally applies to trade and other receivables.

Financial assets at other comprehensive income

A financial asset (debt instruments) is classified as at the Fair Value Through Other
Comprehensive income (FVTOCI) if both of the following criteria are met:

a) The objective of the business model is achieved both by collecting contractual
cash flows and selling the financial assets, and

b) The asset’s contractual cash flows represent ‘solely payments of principal and
interest (SPPT)’".

Debt instruments included within the FVTOCI category are measured initially as
well as at each reporting date at fair value. Fair value movements are recognized in
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the other comprehensive income (OCI). However, the Company recognizes interest
income, impairment losses & reversals and foreign exchange gain or loss in the
Statement of Profit and Loss. On derecognition of the asset, cumulative gain or loss
previously recognized in OCI is reclassified from the equily to Statement of Profit
and Loss. Interest earned whilst holding FVTOCI debt instrument is reported as
interest income using the Effective Interest Rate (EIR) method.

There are no financial measured at FVTOCI as at Ashad End 2081.

Financial assets held at fair value through profit or loss

Fair Value Through Profit and Loss (FVTPL) is a residual category for debt
instruments. Any debt instrument, which does not meet the criteria for
categorization as at amortized cost or as Fair Value Through Other Comprehensive
income (FVTOCI), is classified as at FVTPL.

As at Ashad End 2081, there are no financial assets held at fair value through profit
or loss.

Financial liabilities held at fair value through profit or loss

Financial liabilities at fair value through profit and loss include financial liabilities
" held for trading and financial liabilities designated upon initial recognition as at
Fair Value.

There are no financial liabilities measured at fair value through profit or loss as at
Ashad end 2081.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently
measured at amortized cost using the effective interest rate (EIR) method. Gains or
losses are recognized in the Statement of Profit and Loss when the liabilities are
derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the EIR. The EIR
amortization is included as finance costs in the Statement of Profit and Loss.
De-recognition

Financial assets are derecognized when the rights to receive cash flows from the
assets have expired or where the Company has transferred substantially all risks
and rewards of ownership. If substantially all the risks and rewards have been

neither retained nor transferred and the Company has retained control, the assets
continue to be recognized to the extent of the Company’s continuing involvement.
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Financial liabilities are derecognized when they are extinguished. A financial
liability is extinguished when the obligation is discharged, cancelled or expires.

Explanatory Note
Current Year

Cash and Cash equivalent

92,77,528

Other financial Liabilities

Trade & Other Receivables - - 69,66,91,987
Equity investment at .
FVTOCT 5,00,00,000 -
Investments in associates 56,00,000
Other financial assets - - 8,04,107
Total - 5,00,00,000 71,23,73,622
Trade & Other Payables - - 12,45,52,731
Loans - 1,15,29,95,000
1,81,03,336

Total

1,29,56,51,067

Explanatory Note
Previous Year

Cash and Cash equivalent 5 = 2,00,27,412
Trade & Other Receivables - - 49,01,83,112
Other financial assets - 2,70,017

Total - - 51,04,80,541
Trade & Other Payables - - 13,03,06,478
Loans - 91,50,90,464
Other financial Liabilities 85,59,016

Total

1,05,39,55,957

¥ /ﬁf Vs
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Property Plant and E.!(-{uipment
Accounting Policy

For the entire class of Land, revaluation model is applied and it is measured at
Fair Market Value. Fair value of land is determined by authorized valuator.
Increase in the carrying amount of the Land is recognized in the comprehensive
income and accumulated in equity under a heading ‘revaluation reserve’. On
the other hand, if there is decrease in the carrying amount of an asset out of
revaluation, the revaluation loss is charged to the Income Statement. If there
exists any revaluation surplus (on the same asset), the revaluation of loss shall
be charged to such revaluation surplus to the extent possible.

All other property, plant and equipment is stated at cost less accumulated
depreciation and impairment losses. Cost includes expenditure that is directly
attributable to the acquisition of the assets.

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

Depreciation on other assets is calculated using written down method on the
basis of effective useful life of the asset decided by the management.
Accordingly, fixed assets are depreciated from the day the assets are ready to
be used as intended by the Management applying the rates determined using
following useful life:

Nature of Assets Useful Life—|
Building and Structure 50 Years |
Furniture & Fixtures 10 Years
Office Equipment, Computer and 5 Years
Accessories
Vehicles 10 Years

| Plant and Machinery 8 Years

The assets residual values and useful lives are reviewed, and adjusted if
appropriate, at each statement of financial position date. The value of the assets
fully depreciated but continued to be in use is considered not material.

At each reporting date, assets are also assessed for indicators of impairment. In
the event that an asset’s carrying amount is determined to be greater than its
recoverable amount, the asset is written down immediately to the recoverable
amount. - R

10
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Assets with cost below NRs 5,000 are charged off as revenue expenditure. Gains
and losses on disposal is included in the Statement of Profit or Loss.

Explanatory Notes

11
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Explanatory Notes

wm_-ﬂunma on 17th July 2023 (1st Shrawan 21,62,19,600 | 19,40,81,322 | 1,004,546 1,631,614 1,930,493 12,809,381 | 110,464,751
Addition 44,33,04,161 9,05,53,298 1295298 26,72,056 2218773 1,76,14,844 1,07,92,109
Deletion = < - = = = 412,880
Revaluation = E x = = = =
Balance at 15% July 2024 [31% Ashad 2081) 65,95,23,761 28,46,34,620 31,99,844 43,03,670 4149266 3,04,24,225 12,08,43,980
e : aseieleiiier B

Balance as om 17th July 2023 (1st Shrawan 85,86,979 12,66,380 6,54,427 994,343 43,44,029 5,50,99,518
2080)

Depreciation for FY 2080/81 54,49,707 3,20,483 2,38,431 492,922 867,363 79,09,071
Reversal on Dispose 245,630
Balance at 15th July 2024 (31 Ashad 2081) 1,40,36,686 15,86,862 9,42,858 14,87,265 52,11,393 6.27,62,989
Balance at 17th Jul 2023 (315t Ashad 2080) 21,629,600 | 185494343 | 638,166 9,77,187 9,36,151 84,65,352 553,65,202
Balance at 15th July 2024 (315t Ashad 2081) 65,9523,761 | 270597934 | 16,12,981 33,60,812 26,62,001 2,52,12,832 5,80,80,991

12
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6. Capital work in Progress

Capital work in progress includes all those costs incurred till an item of Property,
plant and equipment is ready and available for use intended by the management.
Thus, all those costs that qualify for recognition as Property, plant and equipment
constitutes the carrying value of Capital work in progress until that item can be
recognized as PPE. Since no property plant and equipment has been recognized,
capital work in progress is not depreciated.

Capital work in progress is stated at cost, less any impairment. Upon completion
of activities necessary to bring the asset in the condition capable of being operated
in the manner intended by management, capital work in progress is transferred to
the appropriate property, plant and equipment category and depreciated in
accordance with the Company’s policies.

Explanatory Notes

As on Ashad End 2081, details of CWIP is as follows;

Capital WIP - Land | 10,93,29.075 -
Capital WIP - Civil | 1,36,36,522 -
Capital WIP - Machinery 91,73,680
Borrowing Cost 3,18,20,892

Total 16,39,60,168 -

7. Intangible assets
Software

Software acquired by Shreenagar Agritech Industries Ltd. is measured at cost less
accumulated amortisation and any accumulated impairment losses.

Expenditure on internally developed software is recognised as an asset when
Shreenagar Agritech Industries Ltd. able to demonstrate its intention and ability to
complete the development and use the software in a manner that will generate
future economic benefits, and can reliably measure the costs to complete the
development. The capitalised costs of internally developed software include all
costs directly attributable to developing the software and capitalised borrowing
costs, and are amortised over its useful life. Internally developed software is stated
at capitalised cost less accumulated amortisation and any accumulated impairment
losses.

Subsequent expenditure on software assets is capitalised only when it increases the
future economic benefits embodied in the specific assets to which it relates. All
other expenditure is expensed as incurred. T

. \t% ’
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Software is amortised on a straight-line basis in profit or loss over its estimated
useful life, from the date on which it is available for use. The estimated useful life
of software for the current and comparative periods is 5 vears.

Amortisation methods, useful lives and residual values are reviewed at each
reporting date and adjusted, if appropriate.
Explanatory Notes
As on Ashad End 2081, there are no intangible assets held at cost less accumulated
amortization.

8. Investments in Subsidiaries
Subsidiaries are the entity in which Company has control. Unquoted subsidiaries
are the entity which are not listed in stock exchanges. Unquoted subsidiaries are
measured at cost. Impairment has not been computed on subsidiary measured at
cost.

Investment in Ungquoted Subsidiaries
Sunaulo Poultry Farm Pvt. Ltd. 56,00,000 -

Total 56,00,000 -

The cost and carrying amount of unquoted subsidiaries is same.
9. Equity investment at FVTOCI

Strategic investments of the company without any intention to liquidate in
foreseeable future. Any changes in fair value are reflected in OCL

Investment in quoted Equity Share
Nepal Warehousing Company Ltd. 5,00,00,000
Total 500,00,000 -

The cost and carrying amount of unquoted subsidiaries is same.

9.1  Disclosure of Carrying Amount

in quo u ha 2
Nepal Warehousing Company Ltd, 5,00,00,000 - 2,00,00,000 |
Total 50,000,000 - 2,§0,00,000 |

ﬁs\‘% e Loz )
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10.  Other financial assets

It includes various security deposits and margins.

LC / BG margin - 63,371
Margin - Lark Engineering | 11,908 11,908
Security Deposit 36,700 | 8,500
Bl.BL.No. Margin 3,21,932 1,67,488
Insurance Claim Receivable 3,59,817 -
Bid Security Deposit | 73,750 18,750

Total i 8,04,107 2,70,017

11.  Cash & Cash Equivalents

In the statement of cash flows, cash and cash equivalents includes cash in hand,
cheques and drafts in hand, balances with bank and deposits held at call with
financial institutions, short-term highly liquid investments with original maturities
of three months or less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value.

Bank overdrafts are shown within borrowings in current liabilities in the balance
sheet and forms part of financing activities in the statement of cash flows. Book
overdraft are shown within other financial hiabilities in the statement of financial
position and forms part of operating activities in the statement of cash flows,

The carrying amount of cash and cash equivalents are representative of their fair
values as at the respective reporting date.

Cash in hand 1,61,166 1,59,837
Balances with Banks 5,70,869 18,72,923
Total 7,32,035 20,32,760

12.  Inventories

a) Inventories of all feeds, raw materials, parent birds, packaging materials, trading
goods, and store & spare parts are measured at cost.

b) Closing Stock of the company includes biological assets. A biological asset shall
be measured on initial recognition and at the end of each reporting period at its
fair value less costs to sell, except for the case described in paragraph 30 where
the fair value cannot be measured reliably. Inventory valuation in accordance
with “NAS 41- Agriculture”, SHS

| ‘L y . .

Page 46



Shreenagar”

from Ideas to Impacts...

Shreenagar Agritech Industries Ltd.

13.

14.

¢) Inventories other than biological assets are valued at lower of cost or Net
realizable value, using the weighted average Method.

Inventories

Inventories 31,62,02,910

47,19,71,161

Total 31,62,02,910 |

47,19,71,161

Prepaid Expenses & Advances

The Prepaid Expenses & Advances that fall under the classification of financial
instruments are carried at amortized costs and those other assets that do not fall
within the definition are carried at cost. These instruments are regularly monitored
for impairment.

The fair value of prepayments approximates their carrying value in the statement
of financial position.

The prepayment that are to be settled within a year is classified as current assets.

Staff Advance 13,68,384 3,29,906
Guras Engineering Consultancy - 1,045
Mathuni Thakur - Carpenter KTM - 16,500
Pre- Paid Insurance/ expenses 38,42,596 6,35,379
Expenses Related to Issue Mgmt/IPO 1.24,96,587 %
Advance & Receivables 78,58,092 -
Advance to Parties 1,27,23,836 1,31,45,208
Total 3,82,89,500 1,41,28,038

Trade Receivables

The trade receivables that fall under the classification of financial instruments are
carried at amortized costs and those other assets that do not fall within the
definition are carried at cost. These instruments are regularly monitored for

impairment.

The trade and other receivable are non-interest bearing.

The carrying amount of trade and other receivable approximate their fair values at

the respective reporting dates.

a.  The receivables that are to be settled within a year is classified as current

assets:

b.  The receivables that are not settled within a year is classified as non-current

assets.

7

16
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Sundry Debtors- Unsecured 68,67,78,054 49,01,83,112

Sundry Debtors- Doubtfull

99,13,934

Total

69,66,91,987

49,01,83,112‘&

Share Capital

Accounting Policy

Financial instruments issues are classified as equity when there is no contractual
obligation to transfer cash, other financial assets or issue available number of own
equity instruments. Incremental costs directly attributable to the issue of new

shares are shown in equity as deduction net of taxes from the proceeds.

Dividends on ordinary shares classified as equity are recognized in equity in the

period in which they are declared.

Explanatory Notes
Share capital detail

Share capital includes amount received in the form capital contribution from the
shareholders and registered as Share Capital under Office of Company Registrar.
The company’s registered capital structure is as follows:

Authorized

Ordinary shares
1,20,00,000 (Prev. Year 40,00,000) equity
shares of NPR 100 each

1,20,00,00,000

40,00,00,000

1 rl

Ordinary shares
1,00,10,000 (Prev. Year 28,50,650) equity
shares of NFR 100 each

1,00,10,00,000

28,50,65,000

Subscribed and fully paid up

10,010,000 (Prev. Year 28,50,650) equity
share of NPR 100 each

1,00,10,00,000

28,50,65,000

Balance as at the closing date

1,00,10,00,000

28,50,65,000

Reconciliation of shares outstanding at the beginning and at the end

Share Capital

Opening Share Capital 28,50,650 22,40,000
Addition During the Year 71,59,350 6,10,650
Balance as at the closing date 1,00,10,000 28,50,650

a) Financial instruments issues are classified as equity when there is no contractual obligation
to transfer cash, other financial assets or issue available number of own equity instruments.
Incremental costs directly attributable to the issue of new shares are shown in equity as

deduction net of taxes from the proceeds,
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b) Dividends on ardinary shares classified as equity are recognized in equity in the period in which
they are declared.

15.2 Substantial Shareholders

Following are the shareholders of the company having shareholding exceeding 1%
of the total paid up capital as on 31t Ashad 2081:

1 Satish Chand Shrestha 43,81,226 43,81,22,600
2 Moushumi Shrestha 2,19,200 2,19,20,000
3 Chandra Pankaj Developers Pvt. Ltd. | 16,30,000 | 16,30,00,000

16.  Reserves and Surplus

Reserves and surplus include Accumulated profits, capital reserves, general
reserves, Fair value reserves etc.

Reserve and Surplus

Retained Earning

Opening Retained Earning 37,80,856 (2.862,142)

Profit During the Year 7,423 882 66,42,997

Adjustment During the Year - B
Closing Retained Earning 1,12,04,738 37,80,856
Other reserves '
General Reserve
Capital Reserve (48,56,499) | -
Other Reserve

Total 63,48,239 37,80,856

- General Reserve includes amount set aside/transferred for other than specific
pl.ll"pOSE.

- Capital reserves is created from capital receipts in the form of non-revenue
nature. This includes Consumer contribution and Capital gains, Contingency
reserve, exchange reserve and revaluation reserve.

- During amalgamation/merger/acquisition, the excess of net assets taken, over
consideration paid, if any, is treated as Capital Reserve.

18
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17.  Long Term Borrowings

The long term loan are valued at amortized cost basis, calculated based on effective
interest rates of individual loans.

The effective interest rate is the rate that exactly discounts the estimated future cash
payments and receipts through the expected life of the financial liability to the
carrying amount of the financial liability.

The effective interest rates are calculated based on the repayments specified or
indicated in the contract with the lender. Then the interest rates were applied to the
actual borrowing receipts and repayments details (derived from loan and interest
ledgers).

The installments payable within 12 months from the date of the reporting period is
classified as short-term loan under current liability.

Ltmi Term Loan
51,14,95,000 25,22,22,004
1

Term Loan (Fixed)

Working Capital Ter;'l-l,oan 532,50,00,000 | 37,00,00,000
Unsecured Loan | - '! 12,77 ,606
Total | 83,64,95,000 | 62,34,99,610

18.  Retirement Benefit
Retirement benefit obligations (Provident Fund, Gratuity & Leave)

The Company operates a defined contribution plan as provident fund contribution
of its employees and defined benefit plans for the Gratuity payment requirement
under its employee’s byelaws.

For defined contribution plans, the Company pays contributions to the publicly
administered provident fund plans (named Employee Provident Fund) on a
mandatory basis, and such amounts are charged to operating expenses. The
Company has no further payment obligations once the contributions have been
paid.

19.  Short Term Loan

Short term borrowings includes borrowings from various banks which are of short
term nature. i.e. due to be settled within 12 months. Further, such borrowings from
banks has been classified as short term considering the provisions para 72 of NAS
1 "Presentation of Financial Statements”, All kinds of overdraft, demand loan, trust
receipt loan, cash credit, packing credit, bills discounted, force loan, the
installments of long-term loan and other types of loan payable within 12 months
from reporting date are categorized as short-term loan.

19
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20.

21:

Short term loan

HP Loan - | -| ,

OD Loan | 10,00,00,000 | 10,00,00,

STL Loan | 17,45,00,000 | 18,10,58,543

BLC loan | - | 96,17,746

Term Loan Payable within a year | 4,20,00,000 | =
Total | 31,65,00,000 | 29,15,90,853

Trade & Other Payables
Accounting Policy
Non-financial liabilities are recorded and reported at cost based on legal and

constructive obligation to the Company.

Provisions are recognized when the Company has a present legal or constructive
obligation as a result of past events; it is more likely than not that an outflow of
resources will be required to settle the obligation and the amount can be reliably
estimated.

* The trade and other payables are non-interest bearing.

a. The payables that are to be settled within a year is classified as current liabilities

Accounts Pavable 11,64,33,328 12,29,58,904
TDS/ VAT Payable 81,19,403 7347574
Total 12,45,52,731 13,03,06,478

b. The payables that are not settled within a year is classified as non-current
liabilities.
Short Term Provisions

Accounting Policy

Provisions are recognized when the Company has a present legal or constructive
obligation as a result of past events; it is more likely than not that an outflow of
resources will be required to settle the obligation and the amount can be reliably
estimated. Provisions as defined under NAS 37 "Provisions, Contingent Liabilities
and Contingent Assets" is included under this head.

Provision has been created for expenses based on estimated cost.

Short Term Provisions

Provision for Audit Fee | 3,34,500 | 1,65,250
Provisions for Income Tax | - | 7. 2,60,828
| 3,34,500 |~ © 4,26,078
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22.  Valuation hierarchy

Assets and liabilities carried at fair value or for which fair values are disclosed have
been classified into three levels according to the observability of the significant
inputs used to determine the fair values. The Company recognizes transfers
between levels of the fair value hierarchy when there is a significant change in either
its principal market or the level of observability of the inputs to the valuation
techniques as at the end of the reporting period.

Level 1 fair value measurements are those derived from unadjusted quoted prices
in active markets for identical assets or liabilities.

Level 2 valuations are those with quoted prices for similar instruments in active
markets or quoted prices for identical or similar instruments in inactive markets
and financial instruments valued using models where all significant inputs are
observable.

Level 3 portfolios are those where at least one input, which could have a significant
effect on the instrument’s valuation, is not based on observable market data.

221 Fair value of Financial Instruments held at Amortized Costs on recurring basis

The following table shows the carrying amounts and incorporates the Company’s
estimate of fair value of those financial assets and liabilities not presented on the
Company’s statement of financial position at fair value. For certain instruments,
fair value may be determined using assumptions for which no observable prices are
available.

22.1.1 Fair value of Financial Assets held at amortised cost

NPR
Cash and cash equivalents 92,77,528
Trade Receivables 69,66,91,987
Other financial assets 8,04,107
Total 70,67,73,622
22.1.2 Fair Value of Financial Liabilities held at amortised cost

NPR
Trade & Other Payable 12,45,52,731
Other financial Liabilities 1,82,36,385
Loans (Current) 31,65,00,000
Loans (Non-Current) -, 83,64,95,000
- 1,29,57,84,116
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222

223

Fair value Level 3 disclosures

The following sets out the basis of establishing fair values of amortized cost
financial instruments. These are not generally traded and there is a significant level
of management judgement involved in calculating the fair values.

Fixed Deposits

For fixed deposits with the banks, the estimated fair value of fixed interest-bearing
time deposits is based on discounted cash flows using the prevailing money market
rates for debts with a similar credit risk and remaining maturity. These are
generally the carrying amount of these assets,

Trade Receivables

These assets are generally with the residual maturity of less than one year. The
impact of discounted cash flows of those assets more maturity period of more than
one year is insignificant. Therefore, the fair value of other assets generally
approximates the carrying amount,

Loans & Borrowings (Non-Current)

Borrowings are initially recognized at fair value, net of transaction costs incurred.
Borrowings are subsequently measured at amortized cost. Any difference between
the proceeds (net of transaction costs) and the redemption amount is recognized in
profit or loss over the period of the borrowings using the effective interest rate
method. EIR is calculated based on the repayments specified or indicated in the
contract with the lender.

Borrowings are removed from the statement of financial position when the
obligation specified in the contract is discharged, cancelled or expired. The
difference between the carrying amount of a financial liability that has been
extinguished or transferred to another party and the consideration paid, including
any non-cash assets transferred or liabilities assumed, is recognized in profit or loss.

Reclassification of financial assets

Financial assets and liabilities have been classified in accordance with the
requirements of NFRS. These have been presented consistently and there have been
no reclassifications since 2076-77, when financial instruments were restated under
first time adoption of NFRS.

Risk management

The Company’s board of directors has overall responsibility for the establishment
and oversight of the Company’s risk management framework. The Company’s risk
management policies are established to identify and analyses the risks faced by the
Company to set appropriate risk limits and controls and to monitor risks and
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2241

22.4.2

2243

2244

adherence to limits. Risk management policies and systems are reviewed regularly
to reflect changes in market conditions and Company’s activities. The Company
aims to maintain a disciplined and constructive control environment in which all
employees understand their roles and obligations.

The Board of Directors oversees how management monitors compliance with the
Company’s risk management policies and procedures, and reviews the adequacy
of the risk management framework in relation to the risks faced by the Company.

The major risk areas and mitigation mechanism is as given below:
Credit risk management

Credit risk is the risk of financial loss to the Company if a customer / patients or
counterparty to a financial instrument fails to meet its contractual obligations and
arises principally from the Company’s receivables from customers. All the trade
and other receivables as at the reporting date are not due for payment. The
management accordingly, does not believe that the Company has any exposure to
credit risk.

Market risk management

Market risk is the risk that changes in market price, such as foreign exchange rates,
interest rates and equity prices will affect the company’s income or the value of its
holdings of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while
optimizing the return. The Company currently has transactions which expose it
primarily to the financial risks of changes in interest rates.

Liquidity risk management

Liquidity risk is the risk that the Company will encounter difficulty in meeting the
obligations associated with its financial liabilities that are settled by delivering cash
or another financial asset. The Company’s approach to managing liquidity is to
ensure, as far as possible, that will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Company’s reputation,

Reputational Risk

Reputational risk is a risk of loss resulting from damages to reputation of company,
in lost revenue; increased operating, capital or regulatory costs; or destruction of
shareholder value.

Reputational risk is managed by the management committee which are responsible
for protecting the institution’s reputation locally and has the responsibility to
ensure that the company does not undertake any activities that may cause damage
to the reputation of institution. =
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22.4.6

23.

24,

Employee Benefit Risk

Employee benefit risk is the potential risk of loss due to having to meet shortfall in
the company’s defined benefits gratuity and leave encashment schemes.

The gross obligation for gratuity is calculated at 8.33% of basis salary as per Labour
Act 2074. The leave is paid in respective month and is not accumulated.

Internal Control

The Board is committed to managing risks and in controlling its business and
financial activities in a manner which enables it to reduce risks which can cause loss
or reputational damage, ensure compliance with applicable laws and regulations
and enhance resilience to external events.

The effectiveness of the Company’s internal control system is reviewed regularly
by the Board, its Committees and Management,

Impairment

The company assesses at each reporting date whether there is objective evidence
that a financial asset or group of financial assets is impaired. A financial asset or a
group of financial assets is impaired and impairment losses are incurred if, and only
if, there is objective evidence of impairment as a result of one or more events
occurring after the initial recognition of the asset (a loss event), and that loss event
(or events) has an impact on the estimated future cash flows of the financial asset
or group of financial assets.

Impairment of assets other than financial assets

At reporting date, the Company assesses whether there is any indication that an
asset may have been impaired. If such indication exists, the recoverable amount is
determined.

Revenue
Accounting Policy
Sales

Revenue is recognized upon transfer of control of promised products or services to
customers in an amount that reflects the consideration the Company expects to
receive in exchange for those products or services. Amounts disclosed as revenue
are net of trade allowances, rebates and VAT amounts.

There is no incident of goods sold but invoice not being raised during the cut-off

24
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Income from financial instruments

Gains and losses arising from changes in the fair value of financial instruments held
at fair value through profit or loss are included in the statement of profit or loss in
the period in which they arise.

For financial assets and liabilities held at amortized cost and fair value through
other comprehensive income, interest income and interest expense are recognized
using the effective interest method.

Dividends on equity instruments are recognized in the statement of profit or loss
within other income when the Company’s right to receive payment is established.

Explanatory Notes
241 Sales

Revenue is recognized upon transfer of control of promised products or services
to customers in an amount that reflects the consideration the Company expects to
receive in exchange for those products or services. Amounts disclosed as revenue
are net of trade allowances, rebates and VAT amounts.

There is no incident of goods sold but invoice not being raised during the cut-off
period.

Revenue

Sales 1,07,95,35,486 80,03,57,283

Total 1,07,95,35,486 80,03,57,283

25.  Cost of sales

All the expenses that are directly related to generating revenue are classified as cost

of sales.
Cost of Sales
Opening Stock 47,19.71,161 25,28,60,061
Purchase and direct expenses 72,96,77,890 90,05,30,964
Less: Closing Stock (31,62,02,910) (47,19,71,161)
Total 88,54,46,141 68,14,19,863

26. Other Income

Other Income includes various income such as Commission, miscellaneous income
generated by the company. Other incomes are recognized on accrual basis. Details
are;

CH
Q\"E 3'4.-0
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27.

Other Income

| Other Income 1,28,33,395 | 8,02,847

Gain on sale of fixed assets ! 165,013 | Z

Total | 12,998,408 | 72,25,241

a. Social Support Activities

Reimbursement against Social Support Activities 6,73,30,893 64,22,394

Expenses Against Social Support Activities

Less: Employee Benefit Expenses (5,25,63,093) -

Less: Administrative Expenses (1,47,67,800) [64,22,394)
Total - -

Social ~ Support  Activities  includes  various  social  program
completely/ partially funded by various donor organization.

General Administrative Expenses
Accounting Policy

All the general administrative expenses are recognized when the benefit is received
by the company.

Explanatory Notes

Repair & Maintenance 2391712 12,45,924

Audit fee Expenses 3,239,000 1,69,500
Bid/Tender Expenses 6,000 =
Canteen Expenses 14,31,855 8,85,803
Insurance Expense 335,170 -
Consultancy/AMC Fees 42,65907 22,560,115
Recruitment / HR Expenses 35,595 1,22,900
Donation Expenses | 45,895 29,050
Email / Internet/ Cloud Services Charges 3,19,095 | 5,99,952
Fine & Penalties 12,14,855 8,07,572
Miscellaneous Expenses s 4,38,599 1,72,405
Office Expenses 55,626 5,66,189
Festival Expenses 1,35,155 62,000
Paostage/ Courier Charges 29,139 10,098
Printing & Stationery Expenses 8,08,806 2,44,950
Registration & Renewal Fee 9,50,281 576,115
Rent Expenses 229198640~ 13,33,332
Round Off y  23,26,552 i 8,09,033

26
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Telephﬁne / Communication Expenses 557,108 3,61,200
Adverti t / Business Promotion/ Goods 26,07 476 1,99,680
Legal expenses 289,389 2,07,506

Electricity expenses 3,34,707 2,14,886 |
Rate and Taxes 11,33,885 65,000
Distribution Expenses 11,05,894 6,13,084
Business Incentive - 11,39,017
Loading Charges 2,33,785 -
Transportation/Delivery Expenses 8,64,305 5,89,005
Travelling Expenses 32,23435 26,56,869
Vehicle Fuel 20,67,561 ~ 48,50,536

Membership & Certiﬁca.t-ibn_ 799013 _3509_13
3,06,37,795 2,16,38,634
Less: _Expenses Transferred to Social Support (1,09,45,277) (64,22,394)

Activities

Total 1,96,92,518 1,52,16,241

All the general administrative expenses are recognized when the benefit is received
by the company. General and Administrative expenses are expenses unrelated to a
specific business unit or function. This includes rent, rates and taxes, advertisement,
repair and maintenance, audit fees etc. .

Expenses related to Social Support Activities are transferred and presented under
expenses related to Social Support activities funded by various international

organization.

Employee Benefits
Accounting Policy
Retirement benefit obligations (Provident Fund, Gratuity & Leave)

The Company operates a defined contribution plan as provident fund contribution
of its employees and defined benefit plans for the Gratuity payment requirement
under its employee’s byelaws.

For defined contribution plans, the Company pays contributions to the publicly
administered provident fund plans (named Employee Provident Fund) on a
mandatory basis, and such amounts are charged to operating expenses. The
Company has no further payment obligations once the contributions have been
paid.

For defined benefit plans (ie; Gratuity) and long term benefit plan (ie; accaumulated
leave), the liability recognized in the statement of financial position is the present
value of the defined benefit obligation less the fair value of plan assets. Such
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obligations are estimated on the basis of actuarial valuation. Company has
recognized the gratuity according to Labor Act 2074 (8.33% of basic salary) for first
day of employment. Company provided the accumulated leave benefit as per the
policy of the company. The home leave and sick leave is paid in respective month.
Staff Bonus

10% of the net profit before bonus is set aside as staff bonus.

Staff Bonus

- | 10,17,896 7,38,085

Total

10,17,896

7,38,085

Current Employee benefits

Following employee benefits costs are charged to the Statement of Profit or Loss.

| Salary, Overtime, Wages & Allowances 8,84,77,986 193,12,522

[ Salary-[Project Implementation Team] 54,009,866
| Staff Welfare & Training/Medical 19.879 12,083
) _‘3,39,9?,731 1,93,24,605
Less: Expenses Transferred to Project (5.325,63,093) 2
Total 4,13,44,639 1,93.,24,605

Employee benefit cost is charged for the services rendered during the period and
for the allowances and benefits pertaining to the period during which such services
are rendered and the employee related expenses incurred for such period.

Expenses related to Social Support Activities are transferred and presented under
expenses related to Social Support activities funded by various international
organization.

The short-term benefits payables to employees are categorized as current liabilities.
Depreciation and Amortization including changes in estimates

Accounting Policy

The Company’s accounting policy related to the depreciation of property plant and
equipment has been discussed in Note 5.

Amortization of expenses, wherever appropriate is apportioned on the basis of the
pattern of the economic benefit derived, which is usually on the time apportioned
basis.

The company (if required during the year) has revised its depreciatioirrate based
on useful pattern of the assets and treated as change in\accounting estimates.

Nou
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31.

Net finance cost

Finance costs include borrowing cost and other interest expenses & Charges on
borrowings. Borrowing costs that are directly attributable to the construction of a
qualifying asset are included in the cost of that asset. Other interest & charges on
borrowing are treated as an expense in the period in which it occurs.

Interest Expenses 15,14,44777 6,38,81,546 |
Less : Transferred to CWIP 3,33,20,892 ? :
Less : Interest Rebate _ 35,11,048 -l
Net Interest Expenses | 11,46,12,838 6,38,81,546
Bank Charge | 4948516 16,81,569 |
' Total | 11,95,61,353 | 6,55,63,115 |

Finance Income

Finance Income includes Dividend income, Interest income and Accrued interest
income. Interest income from financial assets is included in finance income using
the effective interest rate method. Since no transaction cost is involved in financials
assets so the coupon rate and Effective interest rate is same.

Interest Income =|

Total - I

Taxation
Accounting Policy

Income tax payable on profits is based on the applicable provisions of the Income
Tax Act 2058 and is recognized as an expense in the period in which profits arise.

Deferred tax is provided in full, using the liability method, on temporary
differences arising between the tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements. Deferred income tax is
determined using tax rate applicable to the Company as at the reporting date which
is expected to apply when the related deferred income tax asset is realized or the
deferred income tax liability is settled.

Deferred tax assels are recognized where it is probable that future taxable profit
will be available against which the temporary differences can be utilized.

Current and deferred tax relating to items which are charged or credited directly to
equity, is credited or charged directly to equity and is subsequently recognized in
the statement of profit or loss together with the current or deferred gaifior loss.
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31.1

Explanatory Notes

Taxes

31.1.1 Income Tax {Current Tax)

Income tax expense consists of current and deferred tax. Income tax expense is
recognized in profit or loss except to the extent that it relates to items recognised in
OCl or directly in equity, in which case it is recognized in OCl or directly in equity
respectively. Current tax is the expected tax payable on the taxable profit for the
year, using tax rates enacted or substantively enacted by the end of the reporting
period, and any adjustment to tax payable in respect of previous years. Current lax
assets and tax liabilities are offset where the Company has a legally enforceable
right to offset and intends either to settle on a net basis, or to realize the asset and
settle the liability simultaneously.

During the year there is no provision of Income Tax as per the self-assessment made
by the company.

31.1.2 Deferred Taxes

Deferred tax is recognized on temporary differences between the carrying amounts
of assets and liabilities in the financial statements and the corresponding tax bases
used in the computation of taxable profit. Deferred tax is measured at the tax rates
that are expected to be applied to the temporary differences when they reverse,
based on the laws that have been enacted or substantively enacted by the end of the
reporting period. Deferred tax assets and liabilities are offset if there is a legally
enforceable right to set off corresponding current tax assets against current tax
liabilities and the deferred tax assets and deferred tax liabilities relate to income
taxes levied by the same tax authority on the Company. A deferred tax asset is
recognized to the extent that it is probable that future taxable profits will be
available against which the temporary difference can be utilised.

Deferred tax assets are reviewed at each reporting date and are reduced to the
extent that it is no longer probable that the related tax benefit will be realised.
Withholding tax arising out of payment of dividends to shareholders under the
Indian Income tax regulations is not considered as tax expense for the Company
and all such taxes are recognised in the statement of changes in equity as part of the
associated dividend payment.

Property, Plant & Equipment &
Intangibles

Repair and Maintenance Expenses
Defined Benefit Plan Provision

30

1,02,10,51,283 | 96,76,21,570 | 5,34,29,743

Page 61



Shree

from Ideas to Impacts...

Page 62

32.

Shr gar Agritech Industries Ltd.
Leave Liability Provision | |
Total | | | 534,29,743
Deferred Tax Liability / (Asset) 1,06,85,949
Deferred Tax Expenses/(Income)-PL (Recognized till last
year) 66,59,711
Deferred Tax Expenses/(Income)-PL 4,026,237
Deferred Tax Expenses/(Income}-OCl

Tax Settlement Status

Final Tax Assessment has been made by Inland Revenue Department in the fiscal
vear 2080/ 81 up to fiscal year 2077 /78. During the year Tax Liability of Rs. 23,33,426
as per the assessment made by the authority, Tax Assessment for the FY 2078-79
and 2079-80 was initiated by the authority and yet not finalized.

Assets held for sale and discontinued operations
Accounting Policy

Non-current assets (such as property) and disposal groups (including both the
assets and liabilities of the disposal groups) are classified as held for sale and
measured at the lower of their carrying amount and fair value less cost to sell when:

. (1) their carrying amounts will be recovered principally through sale; (ii) they are

available-for-sale in their present condition; and (iii) their sale is highly probable.

Immediately before the initial classification as held for sale, the carrying amounts
of the assets (or assets and liabilities in a disposal group) are measured in
accordance with the applicable accounting policies described above.

Explanatory Notes

There are no assets that meet the recognition criteria for assets held for sale and
discontinued operation,

Foreign Currencies

In preparing the financial statements of the Company, transaction in currencies
other than the Company’s functional currency (foreign currencies) are recognized
at the rates of exchange prevailing at the dates of transactions.

At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at the date. Non-monetary items
carried at the fair value that are denominated in foreign currencies are retranslated
at the rates prevailing at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in foreign currency are

not retranslated. ) -
g\*& Ay e
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Related Party Disclosures
Accounting Policy

The Company identifies following as the related parties under the requirements of
NAS 24.

i)  Shareholders having shareholding of 5% or more during the year.

ii) Companies represented by the Directors.

iii) Directors of the Company and their close family members if any

iv) Key Managerial Personnel and their close family members if any

Explanatory Notes

The details of transactions with related party is given in table below;

Sunaulo Agro Farm P. Ltd Sister Concern ¥ 1,47 ,68,682.16
Yum Yum Cafe Pvt. Ltd. Sister Concern 46,107 Purchase 1,18,94,708.70
- 7 : 2,14,35170 Purchase =
Shreenagar international pvt lkd Sister Concern 30344075 Cales 115,43,403
Satish Chand Shrestha ey ;lfzgfeml 8999200 | Employee Benefit (4,87,033)
Moushumi Shrestha Key ;:::EEH&’ 78,00,000 | Employee Benefit (22,783)
Chirag Shrestha Relative of KMP 24,00,000 | Emplovee Benefit (7.36,587)
Diya Shrestha Relative of KMP 24,00,000 | Employee Benefit (1.46,770)
35.  Events after reporting period
Accounting Policy .
The company monitors and assess events that may have potential impact to qualify
as adjusting and / or non-adjusting events after the end of the reporting period. All
adjusting events are adjusted in the books with additional disclosures and non-
adjusting material events are disclosed in the notes with possible financial impact,
to the extent ascertainable.
36.  Contingent Liabilities and Commitments

Explanatory Notes

The Company seeks to comply with all applicable laws and regulations, but may
be subject to regulatory actions and investigations, the outcome of which are
generally difficult to predict and can be material to the Company. There is no court
cases pending against the company.

Where appropriate, the Company recognizes a provision for liabilities when it is
probable that an outflow of economic resources embodying economic benefits will
be required and for which a reliable estimate can be made of the nbhganon(s) As
on Ashad End 2081 there is no Contingent Liabilities.
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37.
371

38.

39. .

Cash Flow Statements
Cash and cash equivalents
Accounting Policy

For the purpose of the cash flow statement, cash and cash equivalents comprise
balances with Banks.

Explanatory Notes
Cash and cash equivalents

Cash in hand 9,10,646 62,097
Balances with Banks 83,660,882 1,99,65,315
Total 92,77,528 2,00,27 412

Mortgaged Properties

The company has obtained long term loan and working capital loan from various
banks and financial institutions by hypothecation of its Plant and Machinery,
Assignment of account receivables, stock and mortgage of Land and building of the
company.

Dividends

Proposed Distributions (Dividends and Bonus Shares)

The Company has not announced any proposed dividends for the year due to
cumulative loss.

Segment Reporting

An operating segment is a component of an entity that engages in a business activity
from which it may earn revenues and incur expenses, whose operating results are
regularly reviewed by the entity's chief operating decision maker to make decision
about resources to be allocated to the segment and assess its performance and for
which discrete financial information is available.

Based on the internal structure of the company, company is not segregated into
different segments.
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41.

Merger/amalgamation

The Board of Directors of the Company at their meeting held on Aashad 3rd, 2080
and Joint Extraordinary General Meeting of Shreenagar Agro Firm Pvt Ltd.
(Merged Company) and Shreenagar Agritech Industries Ltd. (Merging Company)
held on Shrawan 4th, 2080 approved the proposed scheme of arrangement for
amalgamation of Shreenagar Agro Firm Pvt. Ltd into the Company with effect from
date of approval from the office of the Company Regislrar, the approval date. On
completion of all the formalities of the merger of the above companies with the
Company, said merger became effective on 19t of Ashoj, 2080.

Consequent to the amalgamation prescribed by the Scheme, all the assets and
liabilities of transferor companies were transferred to and vested in the Company
with effect from 19th of Ashoj, 2080, (“the Approval Date”)

v

The amalgamation was accounted under the “pooling of interest” method
prescribed under NFRS - 3 Business Combinations, as prescribed by the Scheme.
Accordingly, all the assets, liabilities and other reserves of transferor companies
were aggregated with those of the Company at their respective book values. As
prescribed by the Scheme equal number of shares has been issued to the
shareholder of the merging company as a consideration. Accordingly, the resultant

difference amounting to Rs. 4,856,499 was debited to capital reserve account.
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