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2.1.

GENERAL INFORMATION

M/s Janak Education Material Center (JEMC) was incorporated under the provisions
of the relevant Companies Act, on 2035-06-08 B.S. with the conversion of then
Development Committee (2030 B.S.) having registered address at Sanothimi,
Bhaktapur, Nepal. The company has been registered with the objective of printing and
selling textbooks and providing printing services to various government bodies. The
share of JEMC is owned by the Ministry of Finance (MOF) and Ministry of Education
(MOE). The company has carried out revenue generating activities during the year.

BASIS OF PREPARATION AND MEASUREMENT

Basis of Preparation

The financial statements have been prepared in accordance with Nepal Accounting
Standards (herein referred to as the NAS) and NFRS pronounced by ASB. The
financial statements have been prepared on accrual and going concern basis. All
assets and liabilities have been classified as current or noncurrent as per the
company's normal operating cycle. Based on the nature of products and the time
between acquisition of assets for processing and their realization in cash and cash
equivalents, the company has ascertained its operating cycle as 12 months for the
purpose of current or non-current classification of assets and liabilities.

2.2. Basis of Measurement

These financial statements are prepared under historical cost convention except for
certain material items that have been measured at fair value as required by the
relevant NFRS and explained in the ensuing policies below.

i.  Land has been measured at revaluation model every 3 years

ii. Available for sale financial assets are measured at fair value

2.3. Critical Accounting Estimates and Judgements

The preparation of the financial statements in conformity with Nepal Financial
Reporting Standards requires the use of certain critical accounting estimates and
judgments. It also requires management to exercise judgment in the process of
applying the company's accounting policies. The company makes certain estimates
and assumptions regarding the future events. Estimates and judgments are
continuously evaluated based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the
circumstances. Management believes that the estimates used in the preparation of
the financial statements are prudent and reasonable. Future results could differ from
these estimates. Any revision to accounting estimates is recognized prospectively in
current and future periods. The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year primarily includes: -

2.3.1.Useful life and residual value of property, plant and equipment

Management reviews the useful life and residual values of property. plant and
equipment at least once a year. Such life is dependent upon an assessment of both
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the technical life of the assets and also their likely economic life, based on various
internal and external factors including relative efficiency and operating costs.

Accordingly, depreciable lives are reviewed annually using the best information
available to the management.

2.3.2.Impairment of property, plant and equipment

At the end of each reporting period, the company reviews the carrying amounts of its
property, plant and equipment to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment
loss (if any). Recoverable amount is the higher of fair value less costs to sell and value
in use. Value in use is usually determined on the basis of discounted estimated future
cash flows. This involves management estimates on anticipated commaodity prices,
market demand and supply, economic and regulatory environment, discount rates and
other factors. Any subsequent changes to cash flow due to changes in the above-
mentioned factors could impact the carrying value of assets.

2.3.3.Contingencies
In the normal course of business. contingent liabilities may arise from litigation and
other claims against the Company. Potential liabilities that are possible but not
probable of crystallizing or are very difficult to quantify reliably are treated as
contingent liabilities. Such liabilities are disclosed in the notes but are not recognized.

2.3.4. Fair value measurement
Some of the Company's assets and liabilities are measured at fair value for financial
reporting purposes. The management determines the appropriate valuation
techniques and inputs for fair value measurements. In estimating the fair value of an
asset or a liability, the company uses market-observable data to the extent it is
available. Where Level 1 inputs are not available, the company engages third party
qualified valuator to perform the valuation. The management works closely with the

qualified external valuator to establish the appropriate valuation techniques and inputs
to the model.

2.3.5. Defined benefits plan
The cost of defined benefit plan and other post-employment benefits and the present
value of such obligations are determined using actuarial valuations. An actuarial
valuation involves making various assumptions that may differ from actual
development in the future. These include the determination of the discount rate, future
salary escalations and mortality rates etc. Due to the complexities involved in the
valuation and its long-term nature, a defined benefit obligation is highly sensitive to
changes in these assumptions. All assumptions are reviewed at each reporting date.

2.3.6.Recognition of deferred tax assets

Significant management judgment is required to determine the amount of deferred tax
assets that can be recognized, based upon the likely timing and the level-of future



taxable profits together with future tax planning strategies. The company based its
assumptions and estimates on parameters available when the financial statements
were prepared. Existing circumstances and assumptions about future developments,
however, may change due to market changes or circumstances arising beyond the
control of the company. :

2.4.Presentations

2.41 Functional & Presentation Currency
The financial statements are presented in Nepalese Rupees (NPR), the functional
currency of the company. Items included in the financial statements of the company
are recorded using the currency of the primary economic environment in which the
company operates (the 'functional currency’). Foreign currency transactions are
translated into the functional currency using exchange rates at the date of the
transaction. Foreign exchange gains and losses from settlement of these transactions
are recognized in the statement of profit or loss. Foreign currency denominated
monetary assets and liabilities are translated into functional currency at exchange
rates in effect at the balance sheet date, the gain or loss arising from such translations
are recognized in the statement of profit and loss.
The company has decided to round off the figures to the nearest two decimal places,
except otherwise indicated. Transactions and balances with values below the rounding

off norm adopted by the company have been reflected as "0" in the relevant notes to
these financial statements.

2.4.2 Current and Non-current Distinction

All assets & liabilities have been classified as current or non-current as per the

company's normal operating cycle and relevant standard.

An asset is treated as current when it is

a) Expected to be realized or intended to be sold or consumed in normal operating
cycle;

b) Held primarily for the purpose of trading;

c) Expected to be realized within twelve months after the reporting period; or

d) Cash or cash equivalent unless restricted from being exchanged or used to settle
a liability for at least twelve months after the reporting period.
All other assets are classified as non-current.
A liability is treated as current when

a. It is expected to be settled in normal operating cycle;

b. Itis held primarily for the purpose of trading;

c. Itis due to be settled within twelve months after the reporting period; or

d. There is no unconditional right to defer the settlement of the liability for at least

twelve months after the reporting period.

All other liabilities are classified as non-current.

Based on the nature of products and the time between acquisition of asse for
processing and their realization in cash and cash equivalents, the company has
ascertained its operating cycle as 12 months for the purpose of current ornon-current




classification of assets and liabilities. Deferred tax assets and liabilities are classified
as non-current assets and liabilities.

2.4.3 Financial Year/ Income Year
The Company follows the Nepali financial year based on the Nepali calendar. The
corresponding dates for the English calendar are as follows;

Relevant Financial | Nepalese Date/Period English Date/Period
Statement

Statement of Financial

Position 31-03-2081 15-07-2024
Comparative Statement of

Financial Position 31-03-2080 16-07-2023

Statement of Profit or
Loss, Statement of Other

Comprehensive Income, 01-04-2080 to 17-07-2023 to 15-07-
Statement of Cash Flows. 31-03-2081 2024
Statement of Changes in

Equity

Comparative Statement of
Profit or Loss, Statement
of Other

Comprehensive Income,
Statement of Cash Flows,
Statement of Changes in

Equity
3. SIGNIFICANT ACCOUNTING POLICIES

01-04-2079 to 17-07-2022 to
31-03-2080 16-07-2023

The significant accounting policies used in preparation of the financial statements
have been included in the relevant notes to the financial statements for the year ended
31stAshad, 2081.

3.1.1 Changes in Accounting Policies and Disclosures

The accounting policies have been consistently applied, unless otherwise stated,
and are consistent with those used in previous years.

3.1.2 PROPERTY PLANT AND EQUIPMENT

Owned Assets

Company measured its property, plant & equipment initially at cost. Cost includes all
costs necessary to bring the asset to working condition for its intended use. This would
include not only its original purchase price but also costs of site preparation, delivery
and handing, installation related professional fees for architects and engineers, and
the estimated cost of dismantling and removing the asset and restoring the site.
Subsequent costs are included in the asset's carrying amount or recognized as a
separate asset as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the company and the cost of the item can be
measured reliably. The carrying amount of any component accounted for as separate
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assets are derecognized when replaced. All other repairs and maintenance are
charged to profit and loss during the reporting period in which they are incurred.

The company identifies and determines cost of each component/ part of the asset
separately, if the component/ part have a cost which is significant to the total cost of
the asset having useful life that is materially different from that of the remaining asset.

An item of property, plant and equipment and any significant part initially
recognized is derecognized upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the statement of profit and loss when the asset is
derecognized.

Assets in the course of construction are capitalized in the assets under capital work
in progress account (CWIP). At the point when an asset is operating at management's
intended use, the cost of construction is transferred to the appropriate category of
property, plant and equipment and depreciation commences. Where an obligation
(legal or constructive) exists to dismantle or remove an asset or restore a site to its
former condition at the end of its useful life, the present value of the estimate cost of
dismantling, removing or restoring the site is capitalized along with the cost of
acquisition or construction upon completion and a corresponding liability is
recognized. Revenue generated from production during the trial period is capitalized.

Capital work-in-progress
Capital work-in-progress comprises of property, plant and equipment that are not
ready for their intended use at the end of reporting period and are carried at cost

comprising direct costs, related incidental expenses, other directly attributable costs
and borrowing costs.

3.1.3 INTANGIBLE ASSETS

Intangible assets with finite useful lives that are acquired separately are carried at cost
less accumulated amortization and accumulated impairment losses. Intangible assets
with indefinite useful lives are carried at cost less accumulated impairment losses.
Certain computer software costs are capitalized and recognized as intangible assets
based on materiality, accounting prudence and significant benefits expected to flow
there from for a period longer than one year. Gains or losses arising from
derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognized in the
statement of profit and loss when the asset is derecognized.

3.1.4 IMPAIRMENT
At the end of each reporting period, the company reviews the carrying amounts of its
tangible and intangible assets to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment
loss (if any). When it is not possible to estimate the recoverable amount of an individual
asset, the company estimates the recoverable amount of the cash-generating unit to
which the asset belongs. When a reasonable and consistent basis of allog_t[oﬁn\can

{19
A= A" .
o _k:f(l_.;‘;\.
¢ - \eh '\
£ ' Chatg A
cCONRins) -




be identified, corporate assets are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest company of cash-generating units for
which a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available
for use are tested for Impairment at least annually, and whenever there is an indication
that the asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposal and value in
use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash generating unit) is estimated to be
less than it's carrying amount, the carrying amount of the asset (or cash-generating
unit) is reduced to its recoverable amount. An impairment loss is recognized
immediately in Statement of Profit or Loss.

3.1.5 DEPRECIATION AND AMORTIZATION
Depreciation is recognized so as to write off the cost of assets (other than freehold
land and properties under construction) using the Written Down Value Method.
Depreciation is provided on the Written Down Value method based on the depreciation
rate fixed by the management. Depreciation on additions to fixed assets is charged on
pro rata basis in the year of purchase. The rates at which the assets are depreciated
are as follows; - :

Building 2%
Furniture & Fixtures 10%
Plant & Machinery 5%
Vehicles 5%
Tools & Dies 5%
Electric Equipment 12.5%
Trolley Line 5%

3.1.6 BORROWING COST

Borrowing costs consist of interest and other costs that an entity incurs in connection
with the borrowing of funds. Borrowing cost also includes exchange differences to the
extent regarded as an adjustment to the borrowing costs.

Borrowing costs directly attributable to the acquisition, construction or production of
an asset that necessarily takes a substantial period of time to get ready for its intended
use or sale are capitalized as part of the cost of the asset until such time as the assets
are substantially ready for the intended use or sale. All other borrowing costs are
expensed in the period in which they occur.

3.1.7 GOVERNMENT GRANT
A government grant is recognized only when there is reasonable assurance that the
entity will comply with any conditions attached to the grant and the grant will be
received. The grant is recognized as income over the period necessary to match them
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with the related costs, for which they are intended to compensate, on a systematic
basis.

Government grant related to PPE are presented based on deferred income method.
Grant income is recognized periodically to the extent of depreciation recognized for
the year in those grant assets on systematic basis.

Grant from Samajik Bikas Mantralaya Grant has been reclassified as Deferred Grant
Liabilities which was shown as Short Term Provision in the comparative year.

3.1.8 CASH AND CASH EQUIVALENT
Cash and cash equivalents in the financial statements comprise cash at banks and on
hand and demand deposits with an original maturity of three months or less and highly
liquid investments that are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value net of outstanding bank
overdrafts as they are considered an integral part of the company's cash management.

3.1.9 INVENTORIES
Cost of inventories includes cost of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location and condition. Inventories
of stores, spare parts and loose tools are stated at the lower of weighted average cost
and net realizable value. Net realizable value represents the estimated selling price
for inventories in the ordinary course of business less all estimated costs of completion
and estimated costs necessary to make the sale.

3.1.10 REVENUE RECOGNITION
Revenue from sales
JEMC recognized revenue from the sale of goods when all the following conditions
have been satisfied.
e JEMC has transferred to the buyer the significant risks and rewards of
ownership of the goods.
» JEMC retains neither continuing managerial involvement nor effective control
over the goods sold.
The amount of revenue can be measured reliably.

It is probable that the economic benefits associated with the transaction will
flow to the entity; and

e The costs incurred or to be incurred in respect of the transaction can be
measured reliably
Revenue is accounted net of trade discount provided to client

Revenue from printing services
Revenue for the rendering service is recognized by reference to the stage of
completion of the reporting period, if the outcome of the transaction can be reliably
estimated. This is the case when all the following conditions are satisfied:

e The amount of revenue can be measured reliably.

e |tis probable that the economic benefits associated with the transac )mns w;ll
flow to the entity.



» The stage of completion of the transaction at the end of the reporting period
can be measured reliably: and
o The costs incurred for the transaction and the costs to complete the
transactions can be measured reliably.
If the outcome of such a transaction cannot be estimated reliably, revenue is
recognized only to the extent that expenses recognized are recoverable.

Interest & dividend income

Dividend income (net of withholding taxes) from investment is recognized when the
shareholder's right to receive payment has been established (provided that it is
probable that the economic benefits will flow to the company and the amount of income
can be measured reliably). In case of stock dividend only the number of shares is
increased.

Interest Income from a financial asset is recognized when it is probable that the
economic benefits will flow to the company and the amount of income can be
measured reliably. Interest income is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through the expected life of the
financial asset to that asset's net carrying amount on initial recognition.

3.1.11 INVESTMENT IN SUBSIDIARIES, ASSOCIATES AND JOINT VENTURE
Investments in Subsidiaries, Associates and Joint Venture are carried at cost less
accumulated impairment losses, if any. Where an indication of impairment exists, the
carrying amount of the investment is assessed and written down immediately to its
recoverable amount. On disposal of investments in subsidiaries, associates and joint
venture, the difference between net disposal proceeds and the carrying amounts are
recognized in the standalone statement of profit and loss.

3.1.12 EMPLOYEE BENEFITS

Short Term Obligations

Liabilities for wages and salaries, including non-monetary benefits that are expected
to be settled wholly within 12 months after the end of the period in which the
employees render the related service are recognized in respect of employees' services
up to the end of the reporting period and are measured at the amounts expected to be
paid when the liabilities are settled. The liabilities are presented as current employee
benefit obligations in the statement of Financial Position.

Post-Employment Benefits

-Defined contribution Plan: The company pays Provident Fund contributions to
publicly administered Provident Funds as per local regulations. The company has no
further payment obligations once the contributions have been paid. The contributions
are accounted for as defined contribution plans and the contribution are recognized
as employee benefit expense when they are due.

- Defined Benefit plan: For Defined Benefit Plan in the form of gratuity, the cost of
providing benefits is determined using the Projected Unit Credit Method, with Actuarial
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Valuations being carried cut at each Statement of Financial Position. Actuarial Gains
& Losses are recognized in the other comprehensive income in the period in which
they occur. Past service cost is recognized immediately to the extent that the benefits
are already vested and otherwise is amortized on a straight-line basis over the
average period until the benefits become vested. The retirement benefit obligation
recognized in the Statement of Financial Position represents the present value of the
defined benefit obligation as adjusted for unrecognized past service cost, as reduced
by the fair value of plan assets (if Any). Any asset resulting from this calculation is
limited to past service cost, plus the present value of available refunds and reductions
in future contributions to the plan.

- Long Term Employee Benefits

The liabilities for un-availed earned leaves are not expected to be settled wholly within
12 months after the end of the period in which the employees render the related
service. Leave encashment has been computed using actuarial assumptions and
these are measured at the present value of expected future payments to be made in
respect of services provided by employees up to the end of the year using the
projected unit credit method. The benefits are discounted using the market yields at
the end of the year that has terms approximating to the terms of assumptions.

3.1.13 . INCOME TAXES

Income tax expense for the year comprises of current tax and deferred tax. It is
recognized in the statement of profit and loss except to the extent it relates to a
business combination or to an item which is recognized directly in equity or in other
comprehensive income.

Current tax is the expected tax payable/receivable on the taxable income/loss for the
year using applicable tax rates for the relevant period, and any adjustment to taxes in
respect of previous years.

Deferred tax is recognized in respect of temporary differences between the
carrying amount of assets and liabilities for financial reporting purposes and the
corresponding amounts used for taxation purposes. A deferred tax liability is
recognized based on the expected manner of realization or settlement of the carrying
amount of assets and liabilities, using tax rates enacted, or substantively enacted, by
the end of the reporting period.

Deferred tax assets are recognized only to the extent that it is probable that future
taxable profits will be available against which the asset can be utilized. Deferred tax
assets are reviewed at each reporting date and reduced to the extent that it is no
longer probable that the related tax benefit will be realized. Current tax assets and
current tax liabilities are offset when there is a legally enforceable right to set off the
recognized amounts and there is an intention to settle the asset and the liability on a
net basis.

Deferred tax assets and deferred tax liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax liabilities; and the
deferred tax assets and the deferred tax liabilities. relate to income taxes levied by the
same taxation authority.
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3.1.14 . EARNING PER SHARE -
Basic earnings per share is computed by dividing the profit/ (loss) for the year by the
weighted average number of equity share outstanding during the year. The weighted
average number of equity share outstanding during the year is adjusted for treasury
shares, bonus issue, bonus element in a rights issue to existing shareholders, share
split and reverse share split (consolidation of shares).

Diluted earnings per share is computed by dividing the profit/ (loss) for the year as
adjusted for dividend, interest and other charges to expense or income (net of any
attributable taxes) relating to the dilutive potential equity shares, by the weighted
average number of equity shares considered for deriving basic earnings per share and
the weighted average number of equity shares which could have been issued on the
conversion of all dilutive potential equity shares. Potential equity shares are deemed
to be dilutive only if their conversion to equity shares would decrease the net profit per
share from continuing ordinary operations. Potential dilutive equity shares are deemed

to be converted as at the beginning of the period, unless they have been issued at a
later date.

3.1.15 . PROVISIONS, CONTENGENCIES AND COMMITMENTS
Provisions are recognized when the company has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. when the company expects
some or all of a provision to be reimbursed, for example, under an insurance contract,
the reimbursement is recognized as a separate asset, but only when the
reimbursement is virtually certain. The expense relating to a provision is presented in
the statement of profit and loss net of any reimbursement.
If the effect of the time value of money is material, provisions are discounted using a
current pre-tax rate that reflects, when appropriate, the risks specific to the liability.
When discounting is used, the increase in the provision due to the passage of time is
recognized as a finance cost. A provision for onerous contracts is recognized when
the expected benefits to be derived by the company from a contract are lower than the
unavoidable cost of meeting its obligations under the contract. The provision is
measured at the present value of the lower of the expected cost of terminating the
contract and the expected net cost of continuing with the contract. Before a provision
is established, the company recognizes any impairment loss on the assets associated
with that contract.
A contingent liability is a possible obligation that arises from past events whose
existence will be confirmed by the occurrence or non-occurrence of one or more
uncertain future events beyond the control of the company or a present obligation that
is not recognized because it is not probable that an outflow of resources will be
required to settle the obligation. A contingent liability also arises in extremely rare
cases where there is a liability that cannot be recognized because it cannot be
measured reliably. The company does not recognize a contingent liability but discloses
its existence in the standalone financial statements. The company has disclosed
contingent liability of NRs. 2,22,32,551.20 for matters relating to tax deduction (from
2071-72 to 074-75) on retirement benefit paid by Citizen Investment Trust.



A contingent asset is a possible asset that arises from past events and whose
existence will be confirmed only by the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the entity.

Commitments include the amount of purchase order (net of advances) issued to
parties for completion of assets.

Provisions, contingent liabilities, contingent assets and commitments are reviewed at
each reporting period.

3.1.16 . FINANCIAL ASSETS
Financial assets at amortized cost
Financial assets are subsequently measured at amortized cost if these financial assets
are held within a business model whose objective is to hold these assets in order to
collect contractual cash flows and the contractual terms of the financial asset give rise
on specified dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding.

Financial assets measured at fair value

Financial assets are measured at fair value through other comprehensive income if
these financial assets are held within a business model whose objective is to hold
these assets in order to collect contractual cash flows or to sell these financial assets
and the contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount
outstanding. The company in respect of equity investments (other than in subsidiaries,
associates and joint ventures) which are not held for trading has made an irrevocable
election to present in other comprehensive income subsequent changes in the fair
value of such equity instruments. Such an election is made by the company on an
instrument-by-instrument basis at the time of initial recognition of such equity
investments.

Financial asset not measured at amortized cost or at fair value through other
comprehensive income is carried at fair value through the statement of profit or loss.
For financial assets maturing within one year from the balance sheet date, the carrying
amounts approximate fair value due to the shorter maturity of these instruments.

Impairment of financial assets

Loss allowance for expected credit losses is recognized for financial assets measured
at amortized cost and fair value through the statement of profit of loss.

The company recognizes impairment loss on trade receivables using expected credit
loss model. For financial assets whose credit risk has not significantly increased since
initial recognition, loss allowance equal to twelve months expected credit losses is
recognized. Loss allowance equal to the lifetime expected credit losses is recognized

if the credit risk on the financial Instruments has significantly increased since initial
recognition.

De-recognition of financial assets:

The Company de-recognizes a financial asset only when the contractual rights to the
cash flows from the financial asset expire, or it transfers the financial asset and the
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transfer qualifies or de- recognition under NFRS 9. If the company neither transfers
nor retains substantially All the risks and rewards of ownership and continues to
control the transferred asset, the company recognizes it's retained interest in the
assets and an associated liability for amounts it may have to pay.

If the company retains substantially all the risks and rewards of ownership of a
transferred financial asset, the company continues to recognize the financial asset and
also recognizes a collateralized borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the differences between the
carrying amounts measured at the date of derecognition and the consideration
received is recognized in statement of profit or loss.

3.1.17 FINANCIAL LIABILITIES AND EQUITY INSTRUMENTS

Classification as debt or equity

Financial liabilities and equity instruments issued by the company are classified
according to the substance of the contractual arrangements entered into and the
definitions of a financial liability and an equity instrument.

Equity Instruments
An equity instrument is any contract that evidences a residual interest in the assets of

the company after deducting all of its liabilities. Equity instruments are recorded at the
proceeds received, net of direct issue costs.

Financial Liabilities

Financial liabilities are initially measured at fair value, net of transaction costs and are
subsequently measured at amortized cost, using the effective interest rate method
where the time value of money is significant. Interest bearing bank loans, overdrafts
and issued debt are initially measured at fair value and are subsequently measured at
amortized cost using the effective interest rate method. Any difference between the
proceeds (net of transaction costs) and the settlement or redemption of borrowings is
recognized over the term of the borrowings in the statement of profit or loss. For trade
and other payables maturing within one year from the balance sheet date, the carrying
amounts approximate fair value due to the short maturity of these instruments.

Financial guarantee contracts

Financial guarantee contracts issued by the company are those contracts that require
a payment to be made to reimburse the holder for a loss it incurs because the specified
debtor fails to make a payment when due in accordance with the terms of a debt
instrument. Financial guarantee contracts are recognized initially as a liability at fair

value, adjusted for transaction costs that are directly attributable to the issuance of the
guarantee.

De-recognition of financial liability

A financial liability is derecognized when the obligation under the liability is discharged
or cancelled or expires. When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are




substantially modified, such an exchange or modification is treated as the de-
recognition of the original liability and the recognition of a new liability. The difference
in the respective carrying amounts is recognized in the statement of profit or loss.

Off-setting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in
the standalone balance sheet if there is a currently enforceable legal right to offset the
recognized amounts, and there is an intention to settle on a net basis, to realize the
assets and settle the liabilities simultaneously.

3.1.18 LEASES
The determination of whether an arrangement is (or contains) a lease is based on the
substance of the arrangement at the inception of the lease. The arrangement is, or
contains, a lease if fulfilment of the arrangement is dependent on the use of a specific
asset or assets and the arrangement conveys a right to use the asset or assets, even
if that right is not explicitly specified in an arrangement.

The company as a lessee
A lease that transfers substantially all the risks and rewards incidental to ownership to
the company is classified as a finance lease.
A leased asset is depreciated over the useful life of the asset. However, if there is no
reasonable certainty that the company will obtain ownership by the end of the lease
term, the asset is depreciated over the shorter of the estimated useful life of the asset
and the lease term. :
Financial leases are capitalized at the commencement of the lease at the inception
date fair value of the leased asset or, at the present value of the minimum lease
payments at the inception of the lease, whichever is lower. Lease payments are
apportioned between finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are recognized in finance costs in the statement of profit and loss, unless they
are directly attributable to qualifying assets, in which case they are capitalized in
accordance with the company's general policy on the borrowing costs.
Operating lease payments are recognized as an expense in the statement of profit
and loss on a straight-line basis over the lease term unless either,
 Another systematic basis is more representative of the time pattern of the user's
benefit even if the payments to the lessors are not on that basis: or
* The payments to the lessor are structured to increase in the with expected
general inflation to compensate for the lessor's expected inflationary cost
increases. If payments to the lessor vary because of factors other than general
inflation, then this condition is not met.

The appropriate procedures for recognition of lease has not been adopted due to the
operating lease amount accompanying such lease agreement being of low value: .



The company as lessor

Rental income from operating leases is generally recognized on a straight-line basis
over the term of the relevant lease except where another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset
are consumed. Initial direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and recognized on a
straight-line basis over the lease term.

3.1.19 NON-CURRENT ASSETS HELD FOR SALE

The company classifies non-current assets as held for sale if their carrying amounts
will be recovered principally through a sale rather than through continuing use. Actions
required to complete the sale should indicate that it is unlikely that significant changes
to the sale will be made or that the decision to sell will be withdrawn. Management
must be committed to the sale expected within one year from the date of classification.
The criteria for held for sale classification is regarded met only when the assets or
disposed groups is available for immediate sale in its present condition, subject only
to terms that are usual and customary for sales of such assets, its sale is highly
probable; and it will genuinely be sold, not abandoned. Non-current assets held for
sale are measured at the lower of their carrying amount and the fair value less costs
to sell. Assets and liabilities classified as held for sale are presented separately in the
consolidated balance sheet. Property, plant and equipment and intangible assets once
classified as held for sale/ distribution to owners are not depreciated or amortized.

3.1.20 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The company's business activities expose it to a variety of financial risks, namely
primarily to fluctuations in foreign currency exchange rates, interest rates, equity
prices, liquidity and credit risk, which may adversely impact the fair value of its financial
instruments. The company's board and senior management has overall responsibility
for the establishment and oversight of the company's risk management. The
company's risk management policies are established to identify and analyze the risks
faced by the company, to set appropriate risk limits and controls and to monitor risks
and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the company's activities.
The risk management is done by the company's management that provides assurance
that the Company's financial risk activities are governed by appropriate policies and
procedures and that financial risks are identified, measured and managed in
accordance with the company's policies and risk objectives.
The Board of Directors reviews and agrees policies for managing each of these risks
which are summarized below: -

Credit risk:

Credit risk refers to the risk that a counterparty including its subsidiaries and
associates will default on its contractual obligations resulting in financial loss to the
company. The Company has adopted a policy of only dealing with credit worthy
counter parties and obtaining sufficient collateral, where appropriate, as a means of




mitigating the risk of financial loss from defaults. The company's exposure and the
credit ratings of its counterparties are continuously monitored. In addition, the
company is exposed to credit risk in relation credit sales.

Interest rate risk:

Interest rate risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates. The company's
exposure to the risk of changes in market interest rates relates primarily to the
company's long-term and short-term debt obligations. Since, the interest rate risk is
influenced by market forces, company has little role to play for minimizing this risk.
Company manages its interest rate risk by having a balanced portfolio of fixed and

variable rate loans and borrowings by negotiating with highly reputed commercial
banks.

Liquidity risk

Liquidity risk is the risk that the company will face in meeting its obligations associated
with its financial liabilities. The company's approach to managing liquidity is to ensure
that it will have sufficient funds to meet its liabilities when due without incurring
unacceptable losses. In doing this, management considers both normal and stressed
conditions. A material and sustained shortfall In our cash flow could create potential
business continuity risk.

In order to control liquidity risk and for better working capital management, JEMC has
made arrangement adequate level of overdraft facility for short term financing. The
company's finance department regularly monitors the cash position to ensure it has
sufficient cash ongoing basis to meet operational needs.

Currency risk

The company is subject to the risk that changes in foreign currency values impact the
company's imports of inventories and property, plant and equipment. The company is
exposed to foreign exchange risk arising from various currency exposures, primarily
with respect to US Dollar.

3.1.21 SEGMENT REPORTING
The Chief Executive Officer and functional managers of the company has been
identified as the chief operating decision maker (CODM) as defined by NFRS 8,
operating segments. The CODM evaluates the company's performance and
allocates resources based on an analysis of various performance indicators,
however the company is primarily engaged in printing & related services and
operates within Nepal, management has not yet reported any segment as reportable

segment.




3.1.22 RELATED PARTY DISCLOSURE
Following are related parties of JEMC:

Name of Entity Relationship

Ministry of Finance Shareholder/Director

Ministry of Education Shareholder/Director

Related Party Transactions

Particular | 2080-81 2079-80

MOF Opening | Transaction | Closing Opening Transaction | Closing
Loan &

Boirtwang 1,338,286,970 1,338,286,970 | 1,390,000,000 | (51,713,030) | 1,338,286,970
'F',‘;':bsl; 375,176,316 | 65,658,914 | 440,835230 | 308,113,204 | 67,063,112 | 375,176,316
MOE Opening Transaction | Closing Opening Transaction | Closing
Trade

Keceivable 319,162 319,162 264,922 54,240 319,162

3.1.23 CAPITAL MANAGEMENT
The JEMC objective when managing capital are to:

a) Safeguard their ability to continue as a going concern so that they can continue
to provide returns for shareholder and benefits for other stake holders.
b) Maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure the company may adjust the
amount of dividend distributions to the shareholder, return capital to shareholders or
issue new shares.

Particulars As at 31st Ashad 2081 | As at 31st Ashad 2080

Share Capital 456,380,625 456,380,625
Retained Earning (1,011,671,503) (893,628,921)
Staff Quarter 8,503,939 8,503,939
Actuarial Reserve (124,549,877) (111,655,430)
Revaluation Surplus 5,712,024,669 5,712,024,669
Total 5,040,687,853 5,171,624,882

3.1.24 FINANCIAL RISK MANAGEMENT
a) Credit Risk

Credit Risk arises from cash and cash equivalents, contractual cash flows of debt

investment carried at amortized cost, at fair value.
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31 Ashad | Within Year | 1-2 Years 2-5 Years Above 5 | Total
2080 Years
Expected 1% 5% 20% 100%
Credit Loss
Trade 36,952,456 8,946 445 20,011,267 81,680,956 147,591,123
Receivables
(Gross
Carrying
Amount)
Loss (369,525) (447,322) (4,002,253) | (81,680,956) | (86,500,056)
Allowance
b) Loan & Borrowing
Type of Loan Amount (31st Concentration Amount (31st Concentration
Ashad 2081) (31 st Ashad Ashad 2080) (31st Ashad
2081) 2080)
Term Loan 1,628,286,970 79% 1,338,286,970 100%
Overdraft 425 304,968 21%
c¢) Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable
securities and the availability of funding through an adequate amount of committed
credited facilities to meet obligations when due and to close out market positions.

The JEMC constantly monitors the current ratio and liquidity ratio to manage short

cash flows. The liquidity position as at reporting date is as follows:

Particulars As at 31st Ashad 2081 As at 31st Ashad 2080

Inventories 1,941,420,115 1,067,320,224
Other Current Assets 168,693,603 533,595,250
Current Liabilities 1,282,505,310 813,139,698
Current Ratio 1.65 1.97

d) Currency Risk

Currency risk can only arise on financial instruments that are denominated in a

currency other than the functional currency in which they are measured. Translation

risk is therefore not included in the assessment in the entity's exposure to currency

risks as JEMC has no any subsidiary and branch that operate in currency different

than Nepalese Rupees.

JEMC is exposed to currency risk related to import of equipments and materials.for

consumptions. JEMC has no any foreign currency assets and liabilities at Jreportmg-

date as a result, entity has no currency risk exposure. ¢( chartored )
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3.1.25 EVENTS AFTER REPORTING PERIOD
No major events found after reporting period.
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