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LMW.

LMW Limited,
India

riuratec

Murata Machinery Limited,

Japan

RIET=R
Rieter AG,
Switzerland

(O SAVIO

Savio Macchine Tessili SPA,

Italy

Veejaya Lakshmi Engineering,

India

PS

Peass Industrial Engineers,
India

A

MYLON

Mylon Metallics,
India

Er;ﬂlllﬂ‘fﬁ‘hj
Aalidhara Engineers,
India

USTER’

Think quality

Uster Technologies AG,
Switzerland

Premier Evolvics,
India

—
BATLIBOI
———

Batliboy,
India

Luwa,
India

;
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Testing Equipments

SI. Name of the testi ;
! — Uses Supplied by
No. equipment
1 USTERTESTER 6 To check yarn hairiness index, Yarn unevenness  Uster, Switzerland
and Yarn imperfections
2  Premier IQ2 To check yarn hairiness index, Yarn unevenness  Premier Evolvics,
and Yarn imperfections India
3  Twist tester To check twist in yarn Mag Solvics, India
4 Classimat To check objectionable faults in final yarn Premier Evolvics,
package. India
5 Tensomaxx To check single yarn strength, tenacity and Premier Evolvics,
elongation India
6 Eli Trash To check trash in cotton Mag Solvics, India
7  Electronic Lea To check bundle yarn strength Mag Solvics, India
Strength Tester
8 Uster - HVI 1000 To check parameters of cotton Uster, Switzerland
9 NATI To check neps in blowroom and carding Mesdan, Italy.

Quality monitoring and process support - systems

SI. ; :
No Test Equipment Uses Supplied by
1 Usteryarn clearers To detect any abnormality in yarn and to cut  Uster, Switzerland
/ block the faults.
2  Yarn conditioning To add moisture and improve strength and Sieger, India
machines elongation in the yarn.
3 Blendomate Ensure even blending of various fibers LMW, India
4  Contamination sorterin To eject contamination in cotton Loptex, Italy
Blowroom
5 Spectrophotometer To check the shade matching and shade Datacolor,
difference in fiber and yarn Switzerland
6  Muratec Smart Support To monitor production and quality data Muratec, Japan

(MSS) in Vortex
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1. Blow Room
2. Carding & Waste Collection System

3. Draw Frame (Breaker/Finisher)

4. Speed Frame / Simplex
5. Ring Frame / Vortex

6. Auto Coner

7. Cheese/Cone Winding

free Rty fire e |

8. Two for One (TFO)

9.Yarn Conditioning

10. Humidification System

11. Dyeing Plant

12. Rotor Spinning Machine

13. Miscellaneous Machines (Lap Former,
Comber, Compressor)

14. Solar Plant (9.2 MW)
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Polyester Acrylic Viscose
Fiber Fiber ~ Fiber

Cotton Partially Fully Drawn
Fiber Oriented Yarn (FDY)
I 5 Yarn (POY) A

Allo Nylon Dyes and
Fiber ~ Fiber ~ Chemicals
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URATRA Fiwdl FEs A YIH AT WiREHdl FHIgs
* HgolH g Q\SIIC\H\SI o Inter Tekstil Tic. Ltd., Turkey
. TeRfSreTer o= . fo. « Lipik Ithalat Ve Dahili Tic Ltd, Turkey
. ﬁ{%aﬁuﬁﬁ?\qm% » Seher Mensucat Tekstil Sanayi Ve Ticaret Anonim Sirketi,
o Hlg &R Turkey
o HTleTHe T=qHd TUS ST U, « Ersat Tekstil Konfeksiyon San Ve Tic Ltd, Turkey
. drugd =i LLP * Globteks Iplik San. Tic. Ltd., Turkey
o ST Fed HHHT * Fistas Fantazi Iplik Sanayi Ve Ticaret A.S., Turkey
« Tchldh Toi=dis] « Sayim Ezer, Turkey
. gl gl seumgaist » Ozdemir Export Import Kumas Tekstil San Ve Tic Ltd, Turkey
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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF RELIANCE SPINNING MILLS LIMITED
REPORT ON THE AUDIT OF FINANCIAL STATEMENTS

Opinion |

We have audited the accompanying Financial Statements of Reliance Spinning Mills Ltd ("The
Company") which comprises the Statement of Financial Position as at Ashad 32, 2083, Statement of
Profit or Loss & Other Comprehensive Income, Statement of Changes in Equity & Statement of Cash
Flows for the year ended Ashad 32, 2083, and Notes to Financial Statement including Summary of
Significant Accounting Policies.

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid Financial Statements give a true and fair view in conformity with Nepal Financial Reporting
Standards (NFRSs), of the state of affairs of the Company as at Ashad 32, 2083, and its profit, total
comprehensive income, its cash flows & the changes in equity for the year ended on that date.

Basis of Opinion

We conducted our audit of the Financial Statements in accordance with the Nepal Standard on
Auditing (NSAs) & applicable law. Our responsibilities under those Standards are further described
in the Auditor’s Responsibility for the audit of the Financial Statements section of our report.

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

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

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. We have determined the matter described
below to be the key audit matter to be communicated in our report.




A.P.M. & Associates, Chartered Accountants

Key Audit Matter

How the matter was addressed in our audit

1. Recognition of Export Incentives and
contingent arrangements

Refer note 26 & 41

The Company has recognized export
incentives of NPR 61,41,73,60245 for EY.
2081/82 under Other Operating Income on
accrual basis. Recognition of such incentives
requires management judgment in assessing
eligibility under the applicable Export
Incentive  Guidelines, reliability of
measurement, and probability of realization.
Although claims have been settled by the
respective banks for FY 2079-80 and FY 2080-
81, reimbursement from Nepal Rastra Bank
(NRB) remains pending as of the reporting
date.

Two points are relevant to the current year.
First, the NPR 61,41,73,602.45 recognized in
F.Y. 2081/82 continues to be carried forward as
a receivable under Note 10 (Other Financial
Assets) and remains unreceived as at Ashad 32,
2083, although management continues to be
confident that the amount will ultimately be
received from NRB/the settlement banks.
Second, for F.Y. 2082/83 the Company has
changed its basis of recognition and has not
recognized any export incentive income under
Other Operating Income (Refer Note 26),
following cancellation of the Guidelines
Relating to Export Incentives, 2075 by the
Ministry of Industry, Commerce and Supplies
on 12 Falgun 2082; management has decided to
recognize export incentives only on actual cash
receipt going forward. Based on the existing
(now cancelled) policy and export sales made
up to 11 Falgun 2082, an amount of
approximately NPR 37,36,28,281 relating to the
current year would otherwise have qualified as
incentive, but has not been recognized.
Considering the magnitude of the amounts
involved, this matter continues to be a key
audit matter, focused on (i) the continued non-
receipt of the NPR 61,41,73,602.45 receivable as
at year end, notwithstanding management’s
continued confidence of recovery, and (ii) the
Company’s change to cash-basis recognition of
export incentives for F.Y. 2082/83 and the
adequacy of related disclosures

L

Our audit procedures to address the above matter
included, among others:

We obtained an understanding of the Guidelines
relating to Export Incentives, 2075 (as amended by
the Second Amendment, 2079), and evaluated the
Company’s accounting policy for compliance
with the recognition and measurement criteria
prescribed under NFRS and relevant
government notifications.

We evaluated the Company's recognition of
export incentive income to determine whether
it complies with Clause 3(7) of the above
mentioned guidelines. This clause mandates
that such income be disclosed in the financial
statements of the same fiscal year in which the
underlying export transaction occurred.

We verified export sales records, shipping
documents, customs clearance papers, and
related supporting evidence to confirm that the
company’s exports exceeded the threshold
prescribed under the guidelines.

We inspected the incentive claims submitted to
Nepal SBI Bank Itd and Kumari Bank Itd and
reconciled the amounts claimed with the
underlying export transactions and incentive
rates allowed under the guidelines.

We confirmed that the company has received
the incentive amounts for FY 2079-80 and FY
2080-81 directly from the settlement banks. We
verified these receipts by tracing the
transactions to the Company's bank
statements.

We reviewed correspondence between the
Company, the banks, and NRB to evaluate the
status of the reimbursement process and to
identify any indications of disputes or potential
denial of the claims. This was crucial in
challenging management’s assertion that the
recognition of income was appropriate despite
the settlement condition.

We obtained and read the notification dated 12
Falgun 2082 issued by the Ministry of Industry,
Commerce and Supplies cancelling the
Guidelines Relating to Export Incentives, 2075,
and evaluated management's basis for
discontinuing accrual recognition of export
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incentives for F.Y. 2082/83 and moving to a
cash basis of recognition prospectively.

We verified that the NPR 61,41,73,602.45 export
incentive receivable carried forward under
Note 10 remains unreceived as at Ashad 32,
2083, and discussed with management the
basis for its continued confidence of recovery,
including reviewing correspondence with NRB
and the settlement banks and considering
whether an impairment/expected credit loss
provision was warranted.

We assessed whether the disclosures in the
financial statements adequately describe the
nature of the incentive, the basis of recognition,
amounts receivable, settlement status, and
uncertainties involved.

2, Contingent Liabilities related to Appeals
against Assessments:

As detailed in Note 44 to the financial
statements, the Company has a significant
dispute with the Nepal Electricity Authority
(“NEA") regarding the applicable electricity
tariff rates for the period from Bhadra 2072 to
Asadh 2077. The NEA has issued a demand
letter claiming outstanding amounts totaling
NPR 753,684,335 based on new ftariff rates,
while the Company has expensed electricity
costs based on the old tariff rates. The matter is
currently under administrative review of NEA.

Management has not recognized a liability for
the difference in tariffs or any potential
penalties in the financial statements, as it
believes, based on legal advice and its
assessment of the underlying agreement, that
the likelihood of an unfavorable outcome is
remote.

The matter has progressed significantly during
the current year. The independent probe
commission formed under former Supreme
Court Justice Girish Chandra Lal issued its
report, based on which NEA issued a demand
letter requiring the Company to pay the
outstanding  electricity  tariff of NPR
753,684,335, On 27 Jestha 2083, the High Court,
Patan ruled in the Company’s favour, directing
NEA to initiate the administrative review
process and resolve the matter in accordance
with applicable law. Subsequently, following a
change in Government, NEA issued a notice

Our audit procedures in relation to this matter
included, among others:

We held discussions with management and the
Company’s internal and external legal counsel
to understand the status of the legal
proceedings, including the withdrawal of the
initial suit, the application for administrative
review of NEA, and the formation and report
of the independent probe commission.

We obtained and read key external
correspondence, including the NEA’s demand
letter and the Company’s application for
administrative  review, to  corroborate
management's  assertions regarding the
claimed amount and the process being
followed.

We assessed the adequacy of the disclosures
made in Note 44 to the financial statements to
ensure they comply with the applicable
financial reporting framework, including the
nature of the contingency, the uncertainties
involved, and the reasons for not recognizing a
provision.

We obtained and read the report of the
independent probe commission and NEA's
subsequent demand letter for NPR 753,684,335,
together with the High Court, Patan order
dated 27 Jestha 2083, to understand the current
status and quantum of the dispute.

We inspected NEA's notice dated 12th/13th
Kartik 2082 and evaluated management's
response, including verifying the NPR
27,500,000 security deposit made on
2082/07/20 to bank records, and reviewing the_
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dated 12th/13th Kartik 2082 directing entities
to pay the disputed amount in instalments
upon withdrawal of cases pending under
administrative review, Based on assurances
received during discussions with the
Government that the administrative review
facility would remain available and that any
payment made would be treated as a deposit
pending completion of the review, the
Company deposited a security deposit of NPR
27,500,000 on 2082/07/20 (Refer Note 10 and
Note 44). The Company has also filed a fresh
case (No. 082-WO-0570) on 2082/07/02 against
NEA to suspend its payment-collection efforts
and to pursue the administrative review,
which remains pending before the High Court,
Patan.

The eventual outcomes of the litigations is
uncertain and estimation at balance sheet date
involves the extensive judgement of
management including input from legal
counsel due to the complexity of each
litigation. Adverse outcomes  could
significantly impact the company’s reported
profit and balance sheet position.

Considering the escalation of the dispute
during the year - including the quantified
demand of NPR 753,684,335 following the
probe commission’s report, the favourable
High Court order, the changed stance of NEA
following the change in Government, and the
security deposit made by the Company - the
judgement involved in determining the
appropriate accounting treatment and the
adequacy of disclosure as a contingent liability
has increased, and the matter continues to be
considered a key audit matter.

filing of case no. 082-WO-0570 before the High
Court, Patan.

We re-evaluated management's conclusion
that no provision is required, in light of the
escalation of the dispute during the year, and
assessed whether the updated facts and
circumstances have been adequately disclosed
in Note 44.

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

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

'
Our opinion on the Financial Statements does not cover the other information and we do not express

any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained during the course of our audit or otherwise

appears to be materially misstated.
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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.

Managements Responsibility for the Financial Statements

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

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

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

Auditor’s Responsibility for the Audit of the Financial Statements

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 decision of users taken
on the basis of these Financial Statements.

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

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

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

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

iv) Conclude on the 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 opinion. Our conclusions are based on the audit evidence obtained_

.
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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.
t
v) 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 fair presentation.

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

We also communicate with those charged with governance that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

Report on the Other Legal & Regulatory Requirements

i) We have obtained information and explanatitz:r‘.s1 asked for, which, to the best of our knowledge
and belief, were necessary for the purpose of our audit.

ii) Inouropinion, proper books of account as required by law relating to preparation of the aforesaid
Financial Statements have been kept so far as it appears from our examination of those books.

iii) Statement of Financial Position, Statement of Profit or Loss & Other Comprehensive Income,
Statement of Changes in Equity and Statement of Cash Flows have been prepared in accordance
with the requirements of the Companies Act, 2063 and are in agreement with the books of account
of the Company.

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

loss or damage to the Company, and
!

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

For: A.P.M. & Associates : , -
Chartered Accountqm;s_f:_ e

Place: Kathmandu, Nepal - ‘\Af\‘ux_._\
Date: 2083.05.29 Pravin Sarawagi, FCA-_""" -

UDIN No.: 260914CA00773rsE7v Partner




Reliance Spinning Mills Ltd.

As at 16th July, 2026 (Ashad 32, 2083)

Assets

2

Amount in NPR.

As at Ashad 32, 2083 As at Ashad 32, 2082

Non Current Assets

Property, Plant and Equipment 4 9,284,488,974.26 9,638,832,660.35
Capital work-in-progress 41 75,301,335.68 -
Right-of-use Assets 4.2 11,224,575.10 16,836,862.65
Intangible Assets 5 - -
Financial Assets
Other Financial Assets 6 3,085,925.01 3,045,925.01
Total Non Current Assets 9,374,100,810.05 9,658,715,448.01
Current Assets
Inventories 7 1,855,006,130.93 2,204,371,745.89
Financial Assets
Trade Receivables 1,453,768,186.46 1,423,457,212.72
Cash & Cash Equivalents 9 494,208,376.48 17,555,299.65
Other Financial Assets 10 682,914112.54 1,349,138,355.69
Other Current Assets 1l 132,992,796.59 250,719,697.44
Current Tax Assets (Net) 12 4,835,212.88 11,572,990.64
Total Current Assets 4,623,724,815.88 5,256,815,302.03
Total Assets 13,997,825,625.93 14,915,530,750.04
Equity and Liabilities
Liabilities
Non Current Liabilities
Financial Liabilities
Borrowings 13 1,881,125,015.77 2,945,475,791.99
Lease Liabilities 14 7,898,520.78 12,589,030.64
Other Financial Liabilities 15 2,289,551.80 2,341,566.85
Deferred Tax Liabilities (Net) 16 259]121,844.00 226,462,581.00
Provisions 17 15,218,373.35 15,089,128.00
Total Non Current Liabilities 2,165,653,305.70 3,201,958,098.48
Current Liabilities
Financial Liabilities
Borrowings 18 568,447,375.17 1,553,804,666.85
Trade payable 19 246,389,433.95 255,389,855.85
Lease Liabilities 20 6,823,019.04 8,229,257.76
Other Financial Liabilities 21 1,318,070,552.41 2,228,545,798.46
Other Current Liabilities 22 27147,543.70 27,998,996.85
Provisions 23 99,630,187.89 108,404,248.85
Total Current Liabilities 2,266,508,112.16 4,182,372,824.62
Total Liabilities 4,432,161,417.86 7,384,330,923.10
Equity
Share Capital 24 1,900,000,000.00 1,707,340,000.00
Other Equity 25 7,665,664,208.07 5,823,859,826.94
Total equity 9,565,664,208.07 7,531,199,826.94
Total liabilities and equity 13,997,825,625.93 14,915,530,750.04
The accompanying notes are an integral part of the financial statements.
For and on Behalf of Board As per our report of even date
P.K. Golyan S.K. Agarwal Akshay Golyan A.K. Somani FCA Pravin Sarawagi
Chairman Director Partner

Place: Kathmandu, Nepal
Date: 2083.05.29

A.P.M. & Associates
Chartered Accountants
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

Amount in NPR.

Particular For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Revenue From Operations 10,459,675,865.72 10,237,848,901.81
Cost of Sales 27 (9,062,827,183.87) (8,748,464,353.90)
Gross Profit 1,396,848,681.85 1,489,384,547.91
Other Income 28 26,667,144.38 52,212,564.91
Selling and Distribution Expenses 29 (214,578,068.77) (182,608,595.55)
Administrative & Other Expenses 30 (455,065,238.07) (321,558,561.49)
Allowance for Expected Credit Loss 31 (10,348,825.72) (261,285.56)
Operating Profit 743,523,693.67 1,037,168,670.22
Finance Costs 32 (269,261,437.69) (443,404,448.31)
Profit/(Loss) Before Tax 474,262,255.98 593,764,221.91
Income Tax Expense 33 (72,269,250.18) (M7,952,242.79)
Profit/(Loss) for the year 401,993,005.80 475,811,979.12
Earnings Per Share (EPS)
Basic EPS (Rs) 22.21 27.87
Diluted EPS (Rs) 21.77 27.87

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

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

P.K. Golyan S.K. Agarwal Akshay Golyan A.K. Somani FCA Pravin Sarawagi

Chairman Director MD CFO Partner

Place: Kathmandu, Nepal A.P.M. & Associates

Date: 2083.05.29 Chartered Accountants
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

2

Amount in NPR

Particular For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Profit For The Year 401,993,005.80 475,811,979.12
Other Comprehensive Income

Items that will not be reclassified to profit or loss

Remeasurements of defined benefit obligations 4,251,998.00 2,690,613.00
Net fair value (Losses)/Gains on financial assets

Quoted Promoter Shares - -
Quoted Ordinary Shares - -
Items that are or may be reclassified subsequently to profit and Loss

Deferred Tax asset / (liability) on other comprehensive Income (196,735.00) (339,017.00)
Total other comprehensive income, net of tax 4,055,263.00 2,351,596.00
Total comprehensive income for the Year 406,048,268.80 478,163,575.12

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

For and on Behalf of Board

P.K. Golyan S.K. Agarwal Akshay Golyan A.K. Somani
Chairman Director MD CFO

Place: Kathmandu, Nepal
Date: 2083.05.29

Rema=g fafag fiea afes |

As per our report of even date

FCA Pravin Sarawagi
Partner

A.P.M. & Associates
Chartered Accountants
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083) A tin NPR
mount In

Particular For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

A. Cash Flow from Operating Activities:

Profit Before Income Tax 474,262,255.98 593,764,221.91
Adjustments for Non Cash Items:

Depreciation & Amortization 421,887,918.90 487,750,800.17
Adjustments for non operating items: -

Interest Expenses 269,261,437.69 443,404,448.31
Unrealised Exchange (Gain)/Loss 80,597,534.11 23,918,293.26
Profit on Sale of Fixed Assets (1,010,102.42) (6,713,638.83)
Sundry Balances Written Back (793,218.21) (512,715.23)
Interest Income (13,500,923.71) (33,592,387.69)
Operating Profit Before Changes to Receivables and Payables 1,230,704,902.34 1,508,019,021.90
(Increase)/Decrease in Trade & Other Receivables 753,640,170.26 (41,819,976.87)
(Increase)/Decrease in Inventories 349,365,614.96 (38,902,637.44)
(Decrease)/Increase in Current Liabilities (1,990,010,791.64) (251,600,417.78)
(Increase)/Decrease in Non-Current Assets (40,000.00) (40,000.00)
(Decrease)/Increase in Non-Current Liabilities 77,230.30 492,341.64
Cash Generated from Operations 343,737,126.22 1,176,148,331.45
Income Tax Paid (33,068,944.42) (13,585,951.99)
Net Cash Inflow from Operating Activities 310,668,181.80 1,162,562,379.46

B. Cash Flow from Investing Activities :

Proceeds From Disposal of Property and Equipment 1,315,707.97 8,201,000.00
Purchase of Property and Equipment, Capital work-in-progress (137,538,886.49) (637,963,865.50)
and Intangible Assets

Interest Income 13,500,923.71 33,592,387.69
Net Cash Used in Investing Activities (122,722,254.81) (596,170,477.81)

C. Cash Flow from Financing Activities :

Equity Share Capital 192,660,000.00 -
Increase in Share Premium 1,435,756,112.33 -
Increase / (Decrease) in Long Term Loan (1,064,350,776.22) (139,673,281.55)
Principal component of Lease Liabilities (6,096,748.58) (5,050,240.25)
Interest Paid (269,261,437.69) (443,404,448.31)
Dividends Paid = -
Net Cash Flow From Financing Activities 288,707,149.84 (588,127,970.11)
Net Increase in Cash & Cash Equivalents A+B+C 476,653,076.83 (21,736,068.46)
Opening Cash & Cash Equivalents 17,555,299.65 39,291,368.11
Closing Cash & Cash Equivalents 494,208,376.48 17,555,299.65

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

For and on Behalf of Board As per our report of even date
P.K. Golyan S.K. Agarwal Akshay Golyan A.K. Somani FCA Pravin Sarawagi
Chairman Director MD CFO Partner

Place: Kathmandu, Nepal A.P.M. & Associates

Date: 2083.05.29 Chartered Accountants
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

Particulars

For the Year 2081-82

Equity Share

Capital

Equity Share

Other

Premium @ Comprehensive

Income

Revaluation

Reserve

Retained
Earnings

2

Amount in NPR.

Total

At start of year

1,707,340,000.00

3,060,755,798.52

2,284,940,453.30

7,053,036,251.82

Profit for the year

475,811,979.12

475,811,979.12

Other comprehensive income

2,351,596.00

2,351,596.00

Change in fair value of
financial assets through OCI

Revaluation of Land and
Building through OCI

Deferred Tax Reserves

Transfer to retained earnings

(37,694,481.00)

37,694,481.00

Total comprehensive income
for the year

Transactions with owners:

Ordinary Shares Dividend -
Final

Ordinary Shares Dividend -
Interim

Increase in Share Premium

Issue of Share Capital

Balance as at Ashad 32, 2082

1,707,340,000.00

2,351,596.00

3,023,061,317.52

2,798,446,913.42

7,531,199,826.94

For the Year 2082-83

At start of year

1,707,340,000.00

2,351,596.00

3,023,061,317.52

2,798,446,913.42

7,531,199,826.94

Profit for the year

401,993,005.80

401,993,005.80

Other comprehensive income

4,055,263.00

4,055,263.00

Change in fair value of
financial assets through OCI

Revaluation of Land and
Building through OCI

Deferred Tax Reserves

Transfer to retained earnings

(37,694,481.00)

37,694,481.00

Total comprehensive income
for the year

Transactions with owners:

Ordinary Shares Dividend -
Final

Ordinary Shares Dividend -
Interim

Increase in Share Premium

1,458,975,648.00

1,458,975,648.00

Underwriting Commission/
Securities Issue Cost

(23,219,535.67)

(23,219,535.67)

Issue of Share Capital

192,660,000.00

192,660,000.00

Balance as at Ashad 32, 2083

1,900,000,000.00

1,435,756,112.33

6,406,859.00

2,985,366,836.52

3,238,134,400.22

9,565,664,208.07

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

For and on Behalf of Board

P.K. Golyan
Chairman

Place: Kathmandu, Nepal
Date: 2083.05.29

S.K. Agarwal
Director

Akshay Golyan
MD

A.K. Somani
CFO

As per our report of even date

FCA Pravin Sarawagi

Partner

A.P.M. & Associates
Chartered Accountants
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

2.1

2.2

2.3

Reliance Spinning Mills Ltd. is a public limited
company domiciled in Nepal. The Registered
Office of company is at Kamladi -28,
Kathmandu Metropolitan (Nepal). The date
of incorporation of the company is on 28th
Day of Baishakh, 2051 vide Registration No.
62/50/51 (Online No.: 105117).

The company’s principal activity comprises
manufacturing of yarns. The manufacturing
facility of the company is located at Khanar &
Duhabi, Sunsari.

The
Statement of Financial

financial statements comprise the
Position, Statement
of Profit or Loss and Statement (including
Other Comprehensive Income), the Statement
of Changes in Equity, the Statement of Cash

Flows and the Notes to the Accounts.

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 pronounced by The Institute of Chartered
Accountants of Nepal (ICAN) and other
accepted accounting principles.

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

Functional and Presentation Currency

The presented
in Nepalese Rupees (NPR) which is the
Company’s functional currency.

financial statements are

Use of Estimates, Assumptions and
Judgements

The Company, NFRS, has applied
accounting policies which appropriately suit

under

e Rty fire e |

2.4

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

The accounting policies have been included

in the relevant notes for each item of the
financial statements and the effect and nature
of the changes, if any, have been disclosed.
The Company has made estimates and
assumptions that will
disclosure of contingent assets
and liabilities, and profit or loss as reported
in the financial
applies estimates in preparing & presenting
the financial statements and such estimates

affect the assets,
liabilities,

statements. The Company

and underlying assumptions are reviewed
periodically. The accounting
estimates are recognized in the period in which
the estimates are revised and are applied

prospectively.

revision to

Disclosures of the accounting estimates have

been included in the relevant sections of
the notes wherever the estimates have been
applied along with the nature and effect of

changes of accounting estimates, if any.

Going Concern

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



Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

2.5

2.6

2.7

Changes in Accounting Policies

The accounting policies adopted in the
preparation of the financial statements are
consistent with those followed in the previous
year.

Reporting Pronouncements

The Company has, for the preparation of
financial statements, adopted the NFRS
pronounced by ASB as effective on September
13, 2013. The NFRS conform, in all material
respects, to International Financial Reporting
Standards (IFRS) as issued by the International
Accounting Standards Board (IASB).

New Standards in Issue But Not Yet
Effective

For the reporting of financial instruments,
NAS 32 Financial Instruments, Presentation,

2.8

A

NAS 39 Financial Instruments Recognition
and Measurements and NFRS 7 Financial
Instruments - Disclosures have been applied.
NFRS1hasbeencomplied withtheclassification
of Financial Instruments. A number of new
standards and amendments to the existing
standards and interpretations have beenissued
by ASB after the pronouncements of NFRS
with varying effective dates. Those become
applicable when ASB Nepal incorporates them
within NFRS.

Limitation of NFRS Implementation

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

Freee ey e s |
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

3.1

3.2

Basis of Measurement

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

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

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

Presentation - Current versus Non-Current
Classification

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

The Company classifies an asset as current
when it is:

- Expectedtoberealizedorintendedtobesold
or consumed in normal operating cycle,

- Held primarily for the purpose of trading,

- Expected to be realized within twelve

months after the reporting period, or

All other assets are classified as non-current.

The Company classifies a liability as current
when:

- It is expected to be settled in normal

operating cycle,
- Itis held primarily for the purpose of trading,

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

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

(%) et g fiew Rifis |

3.3

a)

The Company classifies all other liabilities as
non-current.

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

Critical Accounting Estimates

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

Estimates and

Recognition of Deferred Tax Assets

Deferred tax assets are recognized for taxable
temporary difference to the extent that it is
probable that taxable profit will be available
against which the
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.

losses can be utilized.

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

however, may change due



Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

b)

3.4

3.5

Provision for Depreciation and Amortization

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

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

however,

they occur.

Capital Management

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

Impairment of Non- Financial Assets
(Excluding Inventories and Deferred Tax
Assets)

Non-financial assets are subject to impairment
tests whenever events or changes in
circumstances indicate that their carrying
amount may not be recoverable. Where
the carrying value of an asset exceeds its
recoverable amount (i.e. the higher of value in

3.6

A

use and fair value less costs to sell), the asset
is written down accordingly. The recoverable
amount is determined for an individual asset,
unless the asset does not generate cash
inflows that are largely independent of those
from other assets or groups of assets. When
the carrying amount of an asset or Cash
generating
amount, the asset is considered impaired and
is written down to its recoverable amount.

units exceeds its recoverable

An assessment is also done for whether there
is any loss
recognized for an asset in prior accounting
periods may no longer exist or may have been
decreased. If any such indication exists the

indication that an impairment

asset’s recoverable amount is estimated. The
carrying amount of the fixed asset is increased
to the revised estimate of its recoverable
amount such that the increased -carrying
amount does not exceed the carrying amount
that would have been determined had no
impairment loss been recognized for the asset

in prior years.

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

Foreign Currency Transactions

Transactions entered into by the Company
in a currency other than Nepali Rupees (the
currency of primary economic environment
in which it operates) are recorded at the rates
ruling when the transactions occur. Exchange
arising on foreign currency
transactions settled during the vyear are
recognized in the Statement of Profit or Loss.
Unsettled foreign currency monetary assets

differences

& liabilities are translated at the rates ruling
at the reporting date. Exchange differences
arising on the
monetary assets and liabilities are recognized
immediately in profit or loss statement.

retranslation of unsettled
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

3.7

Lease

The Company as a Lessee:

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

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

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

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

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

Measurement and recognition of leases as a
Lessee

The Company recognizes a right-of-use asset
and a lease liability at the lease commencement

(54 e Ry fiew RS |

date. The right-of-use asset is initially measured
at cost, which comprises theinitialamount of the
lease liability adjusted for any lease payments
made at or before the commencement date,
plus any initial direct costs incurred and an
estimate of costs to dismantle and remove the
underlying asset or to restore the underlying
asset or the site on which it is located, less any
lease incentives received.

The right-of-use assets is subsequently
measured at cost less any accumulated
depreciation, accumulated impairment losses
(unless such right of use assets fulfills the
requirements of NAS 40 - Investment Property
and is accounted for as there under), if any and
adjusted for any re-measurement of the lease
liability. The right-of-use assets is depreciated
using the straight-line method from the
commencement date over the shorter of
lease term or useful life of right-of-use asset.
Right-of-use assets are tested for impairment
whenever there is any indication that their
carrying amounts may not be recoverable.
Impairment loss, if any, is recognized in the
Statement of profit and loss.

The lease liability is initially measured at the
present value of the lease payments that are not
paid at the commencement date, discounted
using the interest rate implicit in the lease
or, if that rate cannot be readily determined,
the Company’s incremental borrowing rate.
Generally, the Company uses its incremental
borrowing rate as the discount rate.

Lease payments included in the measurement

of the lease liability comprise the following:

- fixed payments, including in-substance
fixed payments;

- variable lease payments that depend on an
index or a rate, initially measured using the
index or rate as at the commencement date;

- amounts expected to be payable under a
residual value guarantee; and

- the exercise price under a purchase option
that the Company is reasonably certain
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

to exercise, lease payments in an optional
renewal period if the Company is reasonably
certain to exercise an extension option, and
penalties for early termination of a lease
unless the Company is reasonably certain
not to terminate early.

The lease liability is measured at amortised
cost using the effective interest method.
It is remeasured when there is a change in
future lease payments arising from a change
in an index or rate, if there is a change in the
Company’s estimate of the amount expected
to be payable under a residual value guarantee,
or if the Company changes its assessment of
whether it will exercise a purchase, extension
or termination option. When the lease liability
is remeasured in this way, a corresponding
adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in
Statement of profit and loss if the carrying
amount of the right-of-use asset has been
reduced to zero, as the case may be.

The Company presents right-of-use assets
that do not meet the definition of investment
property on the face of balance sheet below
‘property, plant and equipment’ and
liabilities under ‘financial liabilities’
balance sheet.

lease
in the

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

The Company as a Lessor:

When the Company acts as a
determines at inception
each lease is a finance lease or an operating

lessor, it

lease whether

3.8

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

The Company lease payments
received under operating leases as income on
a straight-line basis over the lease term as part
of ‘other income’.

recognises

The Company
received under operating leases as income
on a straight-line basis over the lease term
unless the payments are structured to increase
in line with the expected general inflation to
compensate the lessor’s expected inflationary
cost increases. In case of a finance lease,
finance income is recognized over the lease
term based on a pattern reflecting a constant
periodic rate of return on the lessor’s net
investment in the lease.

recognizes lease payments

Revenue Recognition

Revenue is recognized to the extent that it
is probable that the economic benefits will
flow to the Company and the revenue can
be reliably measured, regardless of when the
payment is being made. Revenue is measured
at the fair value of the consideration received
or receivable, taking into account contractually
defined terms of payment and excluding
taxes or duties collected on behalf of the
Government.

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

©

into consideration the type of customer, the
type of transaction and the specific of each
arrangement.

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

Sale of Goods

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

Other Operating Revenues

Export Incentives are recognized on accrual
basis when no significant uncertainties as to
the amount of consideration that would be
derived and to its ultimate collection exist.

Other Income

- Rental Income from Operating
recognized on straight-line basis over the
tenure of the except
for contingent income which is
recognized when
scheduled increase in rent compensates the
lessor for expected inflationary costs.

lease is

lease agreement,
rental
it arises and where

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

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

- Income from write-back of payables is
recognized under “Miscellaneous Income”
when the obligation is extinguished and no
longer required to be settled.

(=% et g fiew Rifis |
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Property, Plant & Equipment:
Recognition and Measurement
The cost of an item of property and equipment
shall be
recognized at cost, if, and only if:

recognized as an asset, initially

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

entity; and

- the cost of the item can be measured
reliably.

Cost includes expenditure that is directly

attributable lo the acquisition of the asset. The
cost of self-constructed assets includes the
following:

- the cost of materials and direct labor;

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

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

- Capitalized borrowing costs.

The Company has adopted revaluation model
for Land and Building and cost model for
remaining class of property and equipment.
Land and Building are measured at restated
revalued figure at the date of transition. An
annual transfer from the asset revaluation
surplus to retained earnings is made for the
difference between depreciation based on
the revalued carrying amount of the asset and
depreciation based on the asset’s original cost.
Additionally, accumulated depreciation as at
the revaluation date is eliminated against the
gross carrying amount of the asset and the net
amount is restated to the revalued amount of
the asset. Upon disposal, any revaluation surplus
relating to the particular asset being sold is
transferred to retained earnings. The remaining
items of property and equipment are measured
at cost less accumulated depreciation and any

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

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

Depreciation

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

Depreciation is provided on a pro-rata basis
on the straight-line method based on the
estimated useful life of the assets determined
by management as per application guidance to
NAS 16 issued by Accounting Standard Board.
The estimated useful lives of various class
of PPE for the current year and comparative
years are as follows:

Class of PPE Useful Life

Factory Building 30 Years
Building Other than Factory 60 Years
Building (RCC frame)

Building Other than Factory 30 Years
Building (Other than RCC frame)

Road Inside Factory 3-10 Years
Furniture and Fixtures 10 Years
Computer and IT Equipments 3-6 Years
Office Equipment 5-10 Years
Vehicles - 4 Wheelers 8 Years
Vehicles - 2 Wheelers 10 Years
Plant and Machinery 15-25 Years

)

D)

3.10

A

The residual values, useful lives and methods of
depreciation of property, plant and equipment
are reviewed at each financial year end and
adjusted prospectively, if appropriate

De-Recognition

An item of property plant and equipment is
de-recognized on disposal or when no future
economic benefits are expected from the use
of that asset. The gain or loss arising from
the disposal of an item of property plant and
equipments is the difference between net
disposal proceeds if any, and the carrying
amount of that item and is recognized in the
statement of Profit and Loss.

Capital Work in Progress
Capital work-in-progress
expenditure respect of capital
projects not ready for use and are carried
at cost. Cost
related acquisition expenses, development /
construction costs, borrowing costs and other
direct expenditures.

represents
incurred in

comprises purchase cost,

Intangible Assets

Intangible assets acquired separately are
measured on initial recognition at cost of
acquisition. The cost comprises purchase price
and directly attributable costs of bringing the
assets to its working condition for intended
use.

Intangible assets with finite useful lives that
are acquired separately are carried at cost less
accumulated amortization and accumulated
impairment losses, if any.

The Company’s intangible assets comprises
assets with finite useful life which are amortised
on a straight-line basis over the period of their
expected useful life.

Amortization methods, useful lives and residual

values are reviewed at each reporting date and
adjusted if appropriate.
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The estimated useful lives of Intangible assets
for the current year and comparative years are
as follows:

Useful Life

5 years

Class of PPE

Computer Software

Investment property

Property that is held for long-term rental yields
or for capital appreciation or both, and that
is not occupied by the Company, is classified
as investment property. Investment property
initially at its cost, including
related transaction costs and where applicable
borrowing costs. Subsequent
is capitalised to the asset’s carrying amount
only when it is probable that future economic
benefits associated with the expenditure
will flow to the Company and the cost of
the item can be measured reliably. All other
repairs and maintenance costs are expensed
when incurred. When part of an investment
property is replaced, the carrying amount of
the replaced part is derecognized.

is measured

expenditure

Financial Instruments : Financial Assets
Financial Asset is any asset that is:

a) Cash
b) an equity instrument of another entity
c) a contractual right:

i) to receive cash or other financial asset
from another entity, or

i) to exchange financial assets or financial

equity

conditions that are potentially favourable

to the entity

liabilities with another under

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

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

i) a derivative that will or may be settled
other than by the exchange of a fixed

of the entity's own

[55) e Ry fiew RS |

A)

B)

amount of cash or another financial asset
for a fixed number of the entity's own
equity instruments.

Recognition

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

Classification
The
amortized cost or fair value on the basis of the
Company’s business model for managing the
financial assets and the contractual cash flow

financial assets are measured at

characteristics of the financial assets.

The two classes of financial assets are as
follows:

i) Financial Assets Measured at Amortized
Cost
Financial asset are measured at amortized
cost if both of the following conditions are
met:

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

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

ii) Financial Asset Measured at Fair Value
Financial assets other than those measured
at amortized cost are measured at fair value.
Financial assets measured at fair value are
further classified into two categories as

below:

a) Financial Assets at Fair Value Through
Profit or Loss (FVTPL)

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

transaction cost s

b) Financial Assets at Fair Value Through
Other Comprehensive Income (FVTOCI)

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

income are classified as

Measurement
i) Initial Measurement
A financial asset or financial liability is

measured initially at fair value plus or minus, for
an item not at fair value through profit or loss,
transaction costs that are directly attributable
to its acquisition or issue. Transaction cost in
relation to financial assets and liabilities at fair
value through profit or loss are recognized in
Statement of Profit or Loss.

ii) Subsequent Measurement

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

cost using effective interest rate method.

The amortized cost of a financial asset or
financial liability is the amount at which the
financial asset or financial liability is measured at
initial recognition minus principal repayments,
plus or minus the cumulative amortization

D)

A

using the effective interest method of any
difference between that initial amount and the
maturity amount, and minus any reduction for
impairment or uncollectibility.

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

Derecognition

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

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

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

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

When
the fair value of an instrument using guoted
prices in an active market for that instrument.
A market is regarded as active if quoted
prices are readily and regularly available and
represent actual and
market transactions on an arm's length basis. If

available, the Company measures

regularly occurring

a market for a financial instrument is not active,
the Company establishes fair value using a
valuation technique. Valuation techniques
include using recent arm'’s length transactions
between knowledgeable, willing parties (if
available), reference to the current fair value
of other instruments that are substantially the
same, discounted cash flow analyses.

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

financial instrument at initial

initial recognition may be

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

Impairment

At each reporting date, the Company assesses
the impairment of financial assets using the
Expected Credit Loss (ECL) model as required

under NFRS 9. The Company recognizes
expected credit losses for all financial
assets measured at amortized cost and

debt instruments at fair value through other
comprehensive income (FVOCD.

Impairment  Assessment: The Company
assesses financial assets for impairment at
both the individual and collective level, taking
into account both 12-month ECL for assets
with no significant increase in credit risk and
Lifetime ECL for assets with a significant
increase in credit risk.

Provision Matrix: For trade receivables and
other financial assets, the Company uses a
provision matrix to estimate lifetime ECL based
on historical loss experience and forward-
looking economic conditions.

Modelling and Adjustments: In assessing
credit losses, the Company uses statistical
models that incorporate probability of default
(PD), loss given default (LGD), and exposure
at default (EAD). The Company also adjusts
these estimates for management's judgment,
incorporating current and forecasted economic
conditions.

Regular Review: Default rates, loss rates, and
other assumptions are reviewed regularly and
benchmarked against actual outcomes to
ensure that the ECL estimates remain accurate
and appropriate.

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

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

of previous years.

Deferred Income Tax

Deferred tax is provided using the balance
sheet liability method, providing for temporary
differences between the carrying amounts
of assets and liabilities for financial reporting
purposes and the amounts used for taxation
purposes. The amount of deferred tax
provided is based on the expected realization
or settlement of the carrying amount of assets
and liabilities using tax rates (i.e 12.60%) at the
balance sheet date. The carrying amount of
Deferred tax liabilities and assets are reviewed

at the end of each reporting period.

Inventories
Inventories are carried at the lower of cost or
Net realizable value.

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

Cost of finished goods includes the cost of
raw materials, direct labor and appropriate
proportion of fixed and variable production
overheads incurred in bringing the inventory
to their
Inventories of Raw material are carried at Cost.

present location and condition.

In determining the cost of raw materials First
In First Out (FIFO) method is used. Cost of

3.15

3.16

A

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

Work in Progress are carried at the Weighted
average cost.

In determining the cost of consumables, stores
and spares First In First Out (FIFO) method is
used.

In determining the cost of Usable Wastages,
Weighted Average Cost of Raw Material is
used.

Saleable wastages are carried at the Net
realizable value.

Borrowing Cost

Borrowing cost that are directly attributable to
the acquisition, construction, or production of
a qualifying asset are capitalized as a part of
the cost of such asset till such time the asset is
ready for its intended use or sale.

Borrowing cost consist of interest and other
costs that an entity incurs in connection with
the borrowing of funds. Borrowing costs also
includes exchange differences to the extent
regarded as an adjustment to the borrowing
costs. A qualifying asset is an asset that
necessarily requires a substantial period of
time to get ready for its intended use or
sale. All other borrowing cost are recognized
as expense in the period in which they are
incurred.

Cash and Cash Equivalents

Cash and cash equivalents are defined as cash
on hand, demand deposits and short term
highly liguid investments, readily convertible
to known amounts of cash and subject to
insignificant risk of changes in value.
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For the purpose of cash flow statements, cash
and cash equivalents consist of cash in hand
and balance in bank accounts.

Non-current Assets Held for Sale
Non-current assets or disposal groups are
classified as held for sale if their carrying
amounts will be recovered principally through
a sale transaction rather than through
continuing use. Such assets or disposal groups
are classified only when both the conditions
are satisfied -

a. The sale is highly probable, and

b. The asset or disposal group is available
for immediate sale in its present condition
subject only to terms that are usual and
customary for sale of such assets.

Management must be committed to the
sale, which should be expected to qualify for
recognition as a completed sale within one
year from the date of classification as held
for sale, and actions required to complete the
plan of sale should indicate that it is unlikely
that significant changes to the plan will be
made or that the plan will be withdrawn.
Noncurrent assets or disposal group are
presented separately from the other assets in
the balance sheet. The liabilities of a disposal
group classified as held for sale are presented
separately from other liabilities in the balance
sheet.

Upon classification, non-current assets or
disposal group held for sale are measured at
the lower of carrying amount and fair value
less costs to sell. Non-current assets which are
subject to depreciation are not depreciated
or amortized once those classified as held for
sale.

Employee Benefits

Employee benefits include salaries, wages,
contribution to SSF, compensated absences
and other terminal benefits.
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Short-term Employee Benefits

Wages and salaries, including non-monetary
benefits that are expected to be settled 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 has Social Security Fund as
defined contribution plan. The obligation
of the Company is limited to the amount
contributed and it has no further contractual
nor any constructive obligation. Therefore,
contributions paid and payable under the
scheme are recognized in the period when the
employee renders the related service.

As per Section 53 of Labor Act, 2074, with
effect from Bhadra 19, 2074 (September 04,
2017), Gratuity shall be treated as defined
contribution plan to be calculated at 8.33% of
Basic Salary and therefore Actuarial Valuation
is not required.

Long-term Employment Benefits

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
yvields at the end of the year that have terms
approximating to the terms of assumptions.

Key Assumptions:
The following actuarial assumptions were used
in measuring the leave encashment liability:
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a)

b)

A. Discount rate: 9% (based on market yields
on government bonds).

B. Salary growth rate: 5% (based on historical
salary increment trends and expected future
salary increases).

During the year, an actuarial gain is recognized
in the Profit and Loss Statement due to
changes in the actuarial assumptions, primarily
related to discount rate or salary escalation.

Financial Instruments : Financial Liabilities

Financial Liability is any liability that is:

a contractual obligation:

i) to deliver cash or other financial asset to
another entity, or

i) to exchange financial assets or financial
liabilities with another equity under
conditions that are potentially unfavourable
to the entity.

a contract that will or may be settled in the

entity’'s own equity instruments and is:

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

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

Recognition

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

Classification

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

A

i) Financial Liabilities at Fair Value through
Profit or Loss (FVTPL)
Financial liabilities are classified as fair
value through profit or loss if they are
held for trading or are designated at
fair value through profit or loss. Upon
initial recognition, transaction costs are
directly attributable to the acquisition are
recognized in Statement of Profit or Loss as
incurred. Subseguent changes in fair value
is recognized at profit or loss.

ii) Financial Liabilities measured at amortized
cost
All financial liabilities other than measured at
fair value though profit or loss are classified
as subsequently measured at amortized
cost using effective interest rate method.

Measurement

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

ii) Subsequent Measurement

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

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

3.20 Provisions

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

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

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

3.21 Contingent Liabilities
Contingent liabilities are disclosed when there
is apossible obligation arising from past events,
the existence of which will be confirmed only
by the occurrence or non-occurrence of one
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or more uncertain future events not wholly
within the control of the Company or a
present obligation that arises from past events
where it is either not probable that an outflow
of resources will be required to settle the
obligation or a reliable estimate of the amount
cannot be made.

The Company records a liability for any claims
where a potential loss is probable and capable
of being estimated and discloses such matters
in its financial statements, if material. For
potential losses that are considered possible,
but not probable, the Company provides
disclosure in the financial statements but does
not record a liability in its accounts unless the
loss becomes probable.

Earnings Per Share

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

Diluted EPS is determined by adjusting
the profit or loss attributable to ordinary
shareholders and the weighted average
number of ordinary shares outstanding for
the effects of all dilutive potential ordinary
shares.
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Contd....
Property, Plant & Equipment have been mortgaged/hypothecated against Bank Borrowings.

All categories of Property, Plant and Equipment are initially recorded at cost. Property, Plant and Equipment
except Land & Building are subsequently measured at historical cost less depreciation and impairment losses.
Historical cost includes expenditure. Subsequent cost are included in the assets carrying amount or recognized
as separate asset, as appropriate, only when it is probable that future economic benefits are associated with
the item will flow to the company and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to profit or loss during the financial period in which they are incurred.

The rates have been applied consistently over the years. The assets residual values and useful lives are reviewed
and adjusted if appropriate, at each reporting period. An asset's carrying amount is written down immediately to
its estimated recoverable amount if the asset's carrying amount is greater than its estimated recoverable amount.

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

4.1 Capital work-in-progress
The changes in the carrying value of capital work-in-progress for the year ended Ashad 32, 2083, Ashad

4.2

32,2082 and Ashad 31, 2081 are as follows:

Amount in NPR.

Balance as at Ashad end 2081

111,827,034.03

111,827,034.03

Addition during the Year

Transfer to property, plant and equipment - 111,827,034.03 1M,827,034.03
Foreign currency translation difference - - -
Balance as at Ashad end 2082 - - -
Addition during the Year - 75,301,335.68 75,301,335.68

Transfer to property, plant and equipment

Foreign currency translation difference

Balance as at Ashad end 2083

75,301,335.68

75,301,335.68

Right-of-use Assets

The changes in the carrying value of Right-of-use (ROU) of Assets for the year ended Ashad 32, 2083,

Ashad 32, 2082 and Ashad 31, 2081 are as follows:

Amount in NPR.

Gross Value:

Balance as at Ashad end 2081 7,275,327.59 23,416,268.44 30,691,596.03
Additions/disposals/adjustments during the year - (441194.61) (441194.61)
Balance as at Ashad end 2082 7,275,327.59 22,975,073.83 30,250,401.42
Additions/disposals/adjustments during the year - - -
Balance as at Ashad end 2083 7,275,327.59 22,975,073.83 30,250,401.42
Accumulated Depreciation:

Balance as at Ashad end 2081 3,117,997.53 4,683,253.69 7,801,251.22
Additions/disposals/adjustments during the year 1,039,332.51 4,572,955.04 5,612,287.55
Elimination on Disposal/Adjustment of Assets - - -
Balance as at Ashad end 2082 4,157,330.04 9,256,208.73 13,413,538.77
Additions/disposals/adjustments during the year 1,039,332.51 4,572,955.04 5,612,287.55
Elimination on Disposal/Adjustment of Assets - - -
Balance as at Ashad end 2083 5,196,662.55 13,829,163.77 19,025,826.32
Net Carrying Amount:

As at Ashad end 2081 4,157,330.06 18,733,014.75 22,890,344.81
As at Ashad end 2082 3,117,997.55 13,718,865.10 16,836,862.65
As at Ashad end 2083 2,078,665.04 9,145,910.06 11,224,575.10
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2

Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

The changes in the carrying value of Intangible Assets for the year ended Ashad 32, 2083, Ashad 32,
2082 and Ashad 31, 2081 are as follows: v
Amount in NPR.

Cost:
As at Ashad end 2081 1,665,000.00
Addition during the Year

Acquisition _

Capitalization _

Disposal During the Year -

Adjustment/Revaluation -
As at Ashad end 2082 1,665,000.00
Addition during the Year

Acquisition _

Capitalization _

Disposal During the Year -

Adjustment/Revaluation -
As at Ashad end 2083 1,665,000.00

Amortization and impairment losses
As on Ashad end 2081 1,665,000.00

Amortization charge for the Year -

Impairment for the Year

Disposals

Adjustment
As at Ashad end 2082 1,665,000.00

Amortization charge for the Year -

Impairment for the Year

Disposals

Adjustment
As at Ashad end 2083 1,665,000.00

Net Carrying Amount:
As at Ashad end 2081 -
As at Ashad end 2082 -
As at Ashad end 2083 -

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Security Deposits 3,085,925.01 3,045,925.01
Total 3,085,925.01 3,045,925.01
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

(As taken, valued and certified by the management.) )
Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Raw Materials 534,431179.77 697,867,783.60
Finished Goods 665,996,883.82 672187,272.62
Work In Process 331,253,360.12 300,865,037.63
Store, Spares and Consumables 206,476,449.43 196,275,837.67
Waste 65,902,18119 58,539,802.37
Goods in Transit 50,946,076.60 278,636,012.00
Gross Total 1,855,006,130.93 2,204,371,745.89
Less: Allowance for Obsolescence = -
Total Inventories* 1,855,006,130.93 2,204,371,745.89

* Inventories have been hypothecated with the Banks against borrowings (Refer Note No 13 and 18)

Trade receivables comprises amount receivable from our customers and are non-interest bearing. Such

trade receivables are generally on credit terms of 30 - 90 days. _
Amount in NPR

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Trade Receivable* 1,466,171,295.62 1,425,581181.45
Less : ECL provision (12,403,109.16) (2123,968.73)
Total 1,453,768,186.46 1,423,457,212.72

* Trade Receivables have been hypothecated with the Banks against borrowings (Refer Note No 13 and 18)

Amount in NPR

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Cash In Hand (as certified) 933,830.63 878,893.05
Balances with Banks 493,274,545.85 16,676,406.60
Total 494,208,376.48 17,555,299.65

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Letter of Credit 27,598,459.43 20,322,093.95
Fixed Deposit = 702,823,680.00
Bank Guarantee Margins & Other Margins 12,001,603.67 9,423,39114
Insurance & Other Claims Receivable 20,454.00 16,673.00
Security Deposits 27,500,000.00 -
Export Incentive Receivable 614,173,602.45 614,173,602.45
Other Receivable 1,619,992.99 2,378,915.15
Total 682,914,112.54 1,349,138,355.69

The fair values of all the above financial assets are approximates to their carrying amounts. These
advances are non-interest bearing and are expected to be settled in the normal course of operations.
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Advance to Labours 229,212.00 220,912.00
Advance to Vendors 8,333,280.79 10,106,956.75
Prepaid Expenses 3,268,236.90 16,120,493.47
Reliance Welfare Loan-Staffs 2,180,000.00 2107,643.71
Reliance Welfare Loan-Workers 7,862,475.03 6,656,365.03
Advance to Staff 45,011.20 830,963.89
Sundry Advances 43,503,872.23 43,889,375.60
VAT Input 67,570,708.44 170,786,986.99
Total 132,992,796.59 250,719,697.44

Amount in NPR

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Opening Balance 11,572,990.64 8,658,217.44
Less: Previous Year Taxation = -
Balance 11,572,990.64 8,658,217.44
Add: Taxes paid including TDS (Net of adjustments) 33,068,944.42 13,585,951.99
Advance tax for the Year 44,641,935.06 22,244,169.43
Less: Current tax payable for the year 39,806,722.18 10,671178.79
Current Tax Assets / (Liabilities) 4,835,212.88 11,572,990.64

Non Current Borrowings are interest bearing financial liabilities consisting of Bank Borrowings. For
these financial liabilities interest charged by the bank approximates effective interest rate and such
rate is considered for calculation of amortized cost of liability and the finance cost. The effect of initial
charges and its impact on effective rate is considered immaterial and the carrying value is considered

approximate amortized cost. Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Secured Loans from Banks*

- Term Loan 2,449,481,015.77 3,450,771,791.99
Less: Current maturities (Refer Note No 18) 568,356,000.00 505,296,000.00
Total 1,881,125,015.77 2,945,475,791.99

*Secured Loans:

Term Loan Facility has been disbursed by Consortium of Banks lead by Rastriya Banijya Bank Ltd. Such
Loans are secured by a way of pari-passu first charge over the fixed assets, both present and future and
pari-passu second charge over the Current Assets of the company, both present and future. Further,
personal guarantee has been given by the promoters/directors viz. Mr. Pawan Kumar Golyan, Mr. Shashi
Kant Agarwal and Mr. Akshay Golyan.
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

16.1

Amount in NPR.

Ashad 32, 2083 Ashad 32, 2082
Lease Liability 14,721,539.82 20,818,288.40
Less: Current portion (Refer Note no. 20) 6,823,019.04 8,229,257.76
Total 7,898,520.78 12,589,030.64

Amount in NPR.

Particulars As at As at

Ashad 32, 2083 Ashad 32, 2082
Security Deposits 2,289,551.80 2,341,566.85
Total 2,289,551.80 2,341,566.85

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Deferred Tax Asset

19,327,499.00

16,296,908.00

Deferred Tax Liability

278,449,343.00

242,759,489.00

Net Deferred Tax Asset / (Liability) at the end of the year

(259,121,844.00)

(226,462,581.00)

Net Changes

(32,659,263.00)

(107,620,081.00)

Deferred Tax charged in OCI

(196,735.00)

(339,017.00)

Deferred Tax charged in Statement of Profit or Loss

(32,462,528.00)

(107,281,064.00)

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

Deferred tax Assets:

Recognized in profit or loss

19,327,499.00

16,296,908.00

Recognized in OCI

Recognized in Equity

Deferred tax Assets

19,327,499.00

16,296,908.00

Deferred tax liability:

Recognized through profit or loss

277913,591.00

242,420,472.00

Recognized through OCI

535,752.00

339,017.00

Deferred tax liability

278,449,343.00

242,759,489.00

Deferred Income Tax Assets and Liabilities, Deferred tax charge/ (credit) in the profit or loss and OCI"

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Foreign Exchange Difference 8,977,369.00 2,599,383.00
Tax Loss Carried Forward = 3,105,499.00
Inventory valuation Difference as per Income Tax (4,973,417.00)

Corporate Social Responsibility 5,645,085.00 5,312,113.00
Provision for Leave Encashment 2,314,379.00 2,317,792.00
Lease Liability 1,854,914.00 2,623104.00
Property Plant and Equipments (271,525,878.00) (240,299,027.00)
Right-of-use Assets (1,414,296.00) (2121,445.00)

Net Deferred Tax Asset / (Liability) at the end of the year

(259,121,844.00)

(226,462,581.00)
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

Amount in NPR

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Provision for Leave Encashment 15,218,373.35 15,089,128.00
Total 15,218,373.35 15,089,128.00

Current Borrowings are interest bearing financial liabilities consisting of Bank Borrowings. For these
financial liabilities interest charged by the bank approximates effective interest rate and such rate
is considered for calculation of amortized cost of liability and the finance cost. The effect of initial
charges and its impact on effective rate is considered immaterial and the carrying value is considered

approximate amortized cost.
Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Secured Loans from Banks

Bank Overdraft 89,375.17 1,774,145.00
Short Term Loan 2,000.00 976,901,000.00
TR Loan = 69,833,521.85
Current maturities of Non-Current Borrowings 568,356,000.00 505,296,000.00
(Refer Note No 13 )

Total 568,447,375.17 1,553,804,666.85

Short Term Loans, TR Loans including Foreign Currency Loan and Bank Overdraft has been disbursed by
the Consortium of Banks led by Rastriya Banijya Bank Ltd. for meeting the working capital requirements
of the company. Such Loans are secured by a way of pari-passu first charge over the Current Assets,
both present and future and pari-passu second charge over fixed assets of the company, both present
and future. Further, personal guarantee has been given by the promoters/directors viz. Mr. Pawan
Kumar Golyan, Mr. Shashi Kant Agarwal and Mr. Akshay Golyan.

Trade payables are amount payable to creditors for goods and services and are non interest bearing.

These trade payables are normally settled on credit period of 30 to 90 days.
Amount in NPR

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Trade Payables 246,389,433.95 255,389,855.85
Total 246,389,433.95 255,389,855.85

Amount in NPR

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Current Portion of Lease Liabilities (Refer no. 14) 6,823,019.04 8,229,257.76
Total 6,823,019.04 8,229,257.76
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

23.1

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

LC payable 1,131,050,675.24 1,356,917,184.61
Other Payables 49,118,517.14 41,417,913.38
Reliance Welfare Fund 7,561,335.92 7,479,468.38
Expenses Payable 7,586,610.36 8,476,122.05
Interest Payable 742,382.19 244,063.54
Labour Security Payable 5,891,852.00 5,581,701.00
Salary Payable 18,993,769.00 18,342,918.09
Wages Payable 97,055,410.56 87,262,747.41
Advance for Share Capital - 702,823,680.00
Total 1,318,070,552.41 2,228,545,798.46

Amount in NPR.

As at
Ashad 32, 2082

As at
Ashad 32, 2083

Particulars

Statutory Dues:

- Citizen Investment Fund 1,200,762.00 1110,630.00
-TDS 7,447,486.45 6,216,738.36
- VAT Payable 4,593,930.37 6,957193.92
Advance from Customers 13,905,364.88 13,714,434.57

Total 27,147,543.70 27,998,996.85

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Provision for CSR 44,802,248.29 42]159,625.73
Provision for Bonus 47,426,225.60 60,247,963.12
Provision for Leave Encashment 7,401,714.00 5,996,660.00

Closing Balance 99,630,187.89 108,404,248.85

Provisions

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

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

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

For the year ended 16th July, 2026 (Ashad 32, 2083)

23.2 Non- Current Provisions

2

Amount in NPR

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

I. Provision for Employee Benefits

Provision for Leave Encashment

Opening Balance 15,089,128.00 14,850,910.00
Additions during the year 7,738,583.87 8,325,893.00
Payments/Adjustments made during the year 7,609,338.52 8,087,675.00

Closing Balance

15,218,373.35

15,089,128.00

23.2 Provisions - Current

Amount in NPR

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Provision for Leave Encashment

Opening Balance 5,996,660.00 2,157108.00
Additions during the year - -
Payments/Adjustments made during the year (1,405,054.00) (3,839,552.00)
Closing Balance 7,401,714.00 5,996,660.00
Provision for Bonus

Opening Balance 60,247,963.12 10,108,316.27
Addition 47,426,225.60 60,247,963.12
Payments/Adjustments made during the year 60,247,963.12 10,108,316.27

Closing Balance

47,426,225.60

60,247,963.12

1. Provision for Corporate Social Responsibility

Opening Balance 42159,625.72 36,134,829.41
Addition 4,742,622.56 6,024,796.31
Payment 2,00,000.00 -

Closing Balance

44,802,248.28

42,159,625.72

Total

99,630,187.88

108,404,248.84

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

total assets of the Company after deducting all its liabilities.
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

Accordingly the share capital of the company comprises following:

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Authorised Capital

26,000,000 Shares of Rs. 100/- each 2,600,000,000 2,600,000,000
2,600,000,000 2,600,000,000

Issued Capital

19,000,000 Shares of Rs.100/- each 1,900,000,000 1,900,000,000

1,900,000,000

1,900,000,000

Subscribed and fully Paid-up

17.073,400 Shares of Rs100/- each

1,707,340,000

19,000,000 Shares of Rs.100/- each

1,900,000,000

Total

1,900,000,000

1,707,340,000

24.1 Reconciliation of the number of ordinary shares outstanding at the beginning and end of the
year:

Particulars

As at
Ashad 32, 2083

No of Shares

Amount

As at

Amount in NPR.

Ashad 32, 2082

No of Shares

Amount

Balance as at the beginning of the year 17,073,400 1,707,340,000 17,073,400 1,707,340,000
Add: Shares issued during the year 1,926,600 192,660,000 - -
Balance as at the end of the year 19,000,000 1,900,000,000 17,073,400 1,707,340,000

24.2 Rights, preferences and Restrictions Attached to Shares Equity Shares
The Company has only one class of equity shares having a par value of Rs. 100/- per share. Each
shareholder is eligible for one vote per share held. The dividend proposed by the Board of Directors
is subject to the approval of the shareholders in the ensuing Annual General Meeting, except in case
of interim dividend. In the event of liquidation, the equity shareholders are eligible to receive the

remaining assets of the Company after distribution of all preferential amounts, in proportion to their

shareholding.

24.3 Shareholding Pattern of the Company

Amount in NPR.

As at As at

Ashad 32, 2083 Ashad 32, 2082

Particulars

Mr. Shashi Kant Agarwal 8,536,100 853,610,000 8,536,100 853,610,000
Mr. Pawan Kumar Golyan 4171114 417,111,400 4,171,114 417,111,400
Mr. Akshay Golyan 4,365,386 436,538,600 4,365,386 436,538,600
Other Promoters 800 80,000 800 80,000
Qualified Institutional Investors 770,640 77,064,000 - -
Staffs 57,798 5,779,800 -

Public Shareholders 1,098,162 109,816,200 -

Balance as at the end of the Year 19,000,000 1,900,000,000 17,073,400 1,707,340,000
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

25.1 Retained Earnings

2

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Balance up to Last Year

2,800,798,509.42

2,284,940,453.30

Profits for the Year 401,993,005.80 475,811,979.12
Other Comprehensive Income for the Year 4,055,263.00 2,351,596.00
Revaluation Reserve 37,694,481.00 37,694,481.00

Fixed Assets NFRS Adjustment - Charged off to Reserve

Changes in accounting policy (on account of adoption of

NFRS 16, leases)

Deferred Tax adjustment directly in Equity due to change

in estimate of the life of asset

Total Comprehensive Income

3,244,541,259.22

2,800,798,509.42

Less:

Earlier Years' Tax

Earlier Years' Gratuity

Dividend Distribution

Sub-Total (A)

3,244,541,259.22

2,800,798,509.42

25.2 Revaluation Reserves

Amount in NPR

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Revaluation of Land & Buildings:

Balance up to Last Year

3,023,061,317.52

3,060,755,798.52

NFRS Adjustments-Additions

Increase/(Decrease) during the year

(37,694,481.00)

(37,694,481.00)

Sub-Total (B)

2,985,366,836.52

3,023,061,317.52

25.3 Share Premium

Particulars As at
Ashad 32, 2083

Balance up to Last Year

Amount in NPR.

As at
Ashad 32, 2082

Increase/(Decrease) during the year

1,458,975,648.00

Underwriting Commission/Securities Issue Cost

(23,219,535.67)

Sub-Total (C)

1,435,756,112.33

Grand Total (A+B+C)

7,665,664,208.07

5,823,859,826.94
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

27.1 Production and Manufacturing Overheads

Particulars For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Sales of Goods

Amount in NPR.

Particulars For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

- Export Sales

8,179,486,017.46

7,701,944,963.22

- Local Sales

2,247183,508.21

1,896,180,484.64

Other Operating Income

- Export Incentives*

614,173,602.45

- Sale of Scraps & Wastages

33,006,340.05

25,549,851.50

Total

10,459,675,865.72

10,237,848,901.81

*For the year ended Ashad 32, 2083, the Company has not recognized export incentives under Other
Operating Income as the previous dues are yet to be cleared. The export incentive amount according to
the existing policy based on export sales would be Rs. 37,36,28,281/- Refer Note 41 for detail

Particulars

Raw Material Consumed

For the year ended
Ashad 32, 2083

6,419,924,613.28

Amount in NPR

For the year ended
Ashad 32, 2082

6,122,328,104.82

Total Raw Material Consumed

6,419,924,613.28

6,122,328,104.82

Production and Manufacturing Overheads

2,674,452,930.99

2,747,220,080.07

Gross Cost of Production

9,094,377,544.27

8,869,548,184.89

Cost of Consumable Sold

9,952.11

Cost of Goods

9,094,387,496.38

8,869,548,184.89

Changes In Inventory Of

- Finished Goods 6,190,388.80 (100,877,890.24)
- WIP (30,388,322.49) (18,860,106.70)
- Usable Waste (8,665,618.95) 1,698,812.15
- Waste 1,303,240.13 (3,044,646.20)

Total Cost of Sales

9,062,827,183.87

8,748,464,353.90

Consumption of Dyes & Chemicals

99,663,145.25

Amount in NPR.

88,637,820.99

Consumption of Packing Materials

182,561,647.20

175,251,003.27

Consumption of Stores & Spares

272183,620.88

283,937,788.85

Wages & Salaries 856,246,482.80 775,237,292.15
Labour Welfare 1,670,543.95 1,762,734.99
Power & Fuel 780,454,967.77 872,992,335.40
Insurance Charges 50,516,556.21 46,909,716.19
Repairs & Maintenance-Plant & Machinery 18,257,437.94 21,383,896.03
Repairs & Maintenance-Building 1,872,423.05 4,017,290.99
Laboratory Expenses 654,601.28 585,030.49
Factory General Expenses 1,205,552.72 1,790,110.19
Depreciation 409,165,951.94 474,715,060.53

Total

2,674,452,930.99

2,747,220,080.07
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

Particulars

Amount in NPR.

For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Rental Income 10,250,340.00 9,092,327.45
Interest Income 13,500,923.71 33,592,387.69
Sundry Balances written Back 793,218.21 512,715.23
Gain on Sale of Fixed Assets 1,010,102.42 6,713,638.83
Miscellaneous Income 1112,560.04 2,301,495.71
Total 26,667,144.38 52,212,564.91

**Refer Note No.3.8 (c)

Particulars

Amount in NPR

For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Commission on Sales 109,392,999.64 95,550,748.29
Business Promotion Expenses 1,432,651.95 1,116,611.61
Export Sales Expenses 61,621,672.17 48,992,718.67
Local Sales Expenses 42]130,745.01 36,948,516.98
Total 214,578,068.77 182,608,595.55

Particulars

Amount in NPR

For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Advertisement Exp. 296,456.25 613,973.38
Audit Fees 1,000,000.00 1,000,000.00
Bank Charges 2,226,501.99 3,044,646.25
Books & Periodicals 32,283.33 35,706.67
Charity & Donation 36,000.00 352,000.00
Electricity 505,933.00 632,235.00
Gardening 157,820.00 90,480.00
General Expenses 1,625,995.10 1,343,995.89
Leave 7,738,583.87 8,325,893.00
Guest Entertainment 1129,467.17 1,098,946.24
House Keeping Expenses 296,900.00 258,000.00
Legal & Professional Fees 5,208,613.60 4,281,459.21
Membership & Subscription 121,000.00 46,000.00
IPO Expenses - 2,230,123.93
Postage & Telegram 1,078,127.22 1162,840.67
Printing & Stationery 3,608,146.66 3,255,806.39
Pooja Expenses 504,232.59 600,894.25
Rates & Taxes 7,228,870.99 3,262,131.98
Recruitment & Training 162,128.00 16,800.00
Rent 2,023,228.66 1,977,900.25
Repairs & Maintenance- Others 1,552,545.59 2,201,312.09
Salaries 122,420,041.63 116,052,041.38

Contd....
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

Contd...

Ashad 32, 2083 Ashad 32, 2082
Security Expenses 13,379,134.01 12,595,001.01
Staff Welfare 3,590,044.93 1,753,542.35
Telephones & Telex 2,244,040.07 1,968,725.97
Travelling & Conveyance 2,591,848.47 2,281,385.34
Exchange Difference (Net) 200,169,566.80 50,241,500.40
UK Aid Training - 12,483,293.28
Vehicle Repair & Maintenance 4,877,752.46 4,463190.32
Vehicle Running 4,369,160.56 4,580,237.17
Depreciation 12,721,966.96 13,035,739.64
Bonus to Staff 47,426,225.60 60,247,963.12
CSR Expenses 4,742,622.56 6,024,796.31
Total 455,065,238.07 321,558,561.49

30A Depreciation and Amortization Expense
Amount in NPR.

Particulars For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Depreciation of Tangible Assets 416,275,631.35 482,138,512.62
Depreciation of Right of use Assets 5,612,287.55 5,612,287.55
Amortization of Intangible Assets = -
Total 421,887,918.90 487,750,800.17

Depreciation Disclosure: _
Amount in NPR.

Particulars For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

- Cost of Sales 409,165,951.94 474,715,060.53
- Administrative Expenses 12,721,966.96 13,035,739.64
Total 421,887,918.90 487,750,800.17

Amount in NPR

Particulars For the year ended For the year ended

Ashad 32, 2083 Ashad 32, 2082
ECL Allowance 10,348,825.72 261,285.56
Total 10,348,825.72 261,285.56

Finance Cost comprises interest on borrowings, lease liabilities and allied charges. All these costs are
carried at amortized cost using effective interest rate which is assumed to be bank interest rate.

Amount in NPR.

Particulars For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Interest Expense 267128,928.51 440,754,467.08
Interest on Lease Liabilities 2132,509.18 2,649,981.23
Total 269,261,437.69 443,404,448.31
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

A)

B)

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

Current Tax

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

Deferred Tax

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

Amount in NPR.

Particulars For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Current Tax Expense

Provision for income tax (39,806,722.18) (10,671178.79)

Previous years tax

Total Current Tax Expense

(39,806,722.18)

(10,671,178.79)

Deferred Tax

Origination and reversal of temporary differences

(32,462,528.00)

(107,281,064.00)

Recognition of previously unrecognized deferred tax assets

Total Deferred Tax Income / (Expense)

(32,462,528.00)

(107,281,064.00)

Total Tax (Expense)/Income for the Year

(72,269,250.18)

(117,952,242.79)
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

l. List of related parties where control exists and also other related parties with whom transactions

have taken place and relationships:

S. No. Name of Related Parties Nature of Relationship

a Key Management Personnel (KMP):

Mr. Pawan Kumar Golyan Chairman
Mr. Akshay Golyan MD
Mr. Anil Kumar Somani CFO

(b) Others:

Shivam Plastics Industries Ltd.

Other Related Parties

MS Trading International

Other Related Parties

Tricot Industries Pvt. Ltd.

Other Related Parties

Prozeal Green Energy Nepal Pvt. Ltd.

Other Related Parties

The following transactions were carried out with the related parties in the ordinary course of

business: ,
Amount in NPR.

Name of Related Parties Relationship For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

(a) Purchases*

Shivam Plastics Industries Ltd. Other Related Parties 28,281,118 25,868,303
MS Trading International Other Related Parties 2,897,225 2,435,687
Prozeal Green Energy Nepal Pvt. Ltd. Other Related Parties 4,800,000 1,000,000
(b) Sales*

Shivam Plastics Industries Ltd. Other Related Parties 502,728 564,257
Tricot Industries Pvt. Ltd. Other Related Parties 2,343,964 2,745,997
(c) Rental Income:

Shivam Plastics Industries Ltd. Other Related Parties 7,458,900 7,458,900
(d) Salary & Allowances:

Mr. Anil Kumar Somani CFO 7,463,142 6,651,248

* Amounts are exclusive of taxes

Ill. Outstanding Balances

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Amount in NPR.

Payables

Shivam Plastics Industries Ltd. 17119,176 5,047,265
MS Trading International 467,204 573,402
Prozeal Green Energy Nepal Pvt. Ltd. = 223,000
Receivables

Shivam Plastics Industries Ltd. 719,155 657,735
Tricot Industries Pvt. Ltd. 519,894 585,637

Terms and Conditions of Transactions with related parties

Outstanding Balances at the year end are unsecured and settlement occurs in cash. There have been
Nno guarantee provided or received for any related party receivables or payables. This assessment is
undertaken each financial year through examining the financial position of the related party and the
market in which the related party operates.
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

Trade Receivables

Trade receivables and other financial assets are
initially recognized at their transaction value
and subsequently measured at amortized cost,
net of any impairment provisions. The company
applies the simplified approach for measuring
expected credit losses (ECL), which requires
the recognition of lifetime ECL from the time
the receivables are initially recognized.

Credit Risk Management

The Company's receivables & Other financial
assets are exposed to credit risk, the risk that
customers will fail to meet their payment
obligations as they fall due. To manage
this risk, the company applies an ECL
model based on both historical data and
forward-looking information, such as the
macroeconomic environment of customers’
countries and industries. The company has
divided its receivables into categories based
on geographical location and customer
credit history, applying different ECL models
accordingly.

1. Export Receivables

(a) Export to Third Countries (Cash Against
Document Financing & Letter of Credit)

The Company's export receivables to third
countries are primarily settled through
Cash Against Document (CAD) financing or
Letters of Credit (LC) issued by reputable
international banks. These financial institutions
are considered creditworthy, and the political
and economic conditions in the relevant
countries are stable. Given the secure nature
of CAD and LC financing, the risk of default
is deemed minimal. However, a few customers
have receivables overdue by more than 365
days, with legal cases currently pending in
court, which poses some potential risk.

A

Probability of Default (PD): Based on the
creditworthiness of the banks and the secured
nature of CAD financing, the company has
determined that the PD is immaterial, and no
ECL provision has been recognized for normal
receivables where as 100% PD has been
considered for parties mention in Note 43.

(b) Export to India

The Company's export receivables to India are
based on open credit terms. The majority of
customers have demonstrated strong payment
histories, and India’s political and economic
conditions are stable, leading to a very low
risk of default for most receivables. However,
there are few customers whose receivables
are overdue by more than 365 days, and these
have been identified as higher risk.

For receivables with good credit history and no
significant issues: Probability of Default (PD):
0.01%, based on the customer’s credit history
and favorable political/economic conditions.

For the two overdue customers with payments
outstanding for more than 365 days:Probability
of Default (PD): 3%, reflecting the increased
risk due to the extended overdue period.

2. Local Receivables & other financial assets

The company applies a provision matrix to
measure ECL for local trade receivables & other
financial assets, segmented based on the aging
of receivables and their associated Probability of
Default (PD). The company has determined the
PD rates in the range of .01 to 10% on tier basis :

The Loss Given Default (LGD) is assumed to
be 100% for local receivables, as no significant
collateral or guarantees are in place.

The total ECL provision for local receivables

has been calculated based on these PD rates
and recognized in the financial statements.
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

3. Reconciliation of ECL Provision
A reconciliation of the movement in the ECL provision for the reporting period is as follows:
Amount in NPR.

Category Opening Provision for Utilization/ Closing Balance
Balance the Period Write-off

ECL provision 2,123,969.73 10,348,825.72 69,685.29 12,403,110.16

Credit Risk Disclosure

The company actively monitors its trade receivables and adjusts the ECL model based on customer
payment behavior and changes in the macroeconomic environment. The current provisions reflect
management’s best estimate of expected credit losses based on available information as of the reporting
date.

This disclosure addresses both export and local receivables, with specific treatment for CAD financing
(no ECL), export to India (low PD for most, higher for overdue accounts), and local receivables & other
financial assets with tiered PD rates based on aging.

Amount in NPR.

Particulars Current Year

Long Term Benefits as at the beginning of the year 21,085,788.00
Service cost 5,927,017.87
Interest cost 1,811,566.00
Benefit payments during the year (1,952,286.52)
Actuarial (gain)/ loss - financial assumptions -
Actuarial (gain)/ Loss - experience (4,251,998.00)
Long Term Benefits as at the year end 22,620,087.35
Non Current 15,218,373.35
Current 7,401,714.00
Total 22,620,087.35

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

37.1 Declared and Approved During the Year
Amount in NPR.

Dividend on Ordinary Shares for the FY 2082-83 :

Interim Dividend on Ordinary Shares: -

Total Dividend Declared -
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For the year ended 16th July, 2026 (Ashad 32, 2083)

2

37.2 Proposed for Approval (Not Recognized as a Liability as at Balance Sheet Date)

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

Dividend on Ordinary Shares :

30% Cash Dividend

570,000,000.00

Total Dividend Proposed

570,000,000.00

38.1 Company as Lessee :

The company has applied NFRS 16 using the modified retrospective approach using incremental
borrowing rate, under which the cumulative effect of initial application is recognized in retained earnings

at Shrawan 1, 2078.

38.1.1 Practical Expedients Applied:

In applying NFRS 16 for the first time, the Company has used the following practical expedients:
- Applying a single discount rate to a portfolio of leases with reasonably similar characteristics.

- Accounting for operating leases with a remaining lease term of less than 12 months as at Shrawan 1,

2078 as short-term leases

- Using hindsight in determining the lease term where the contract contains options to extend or

terminate the lease.

38.1.2 Movement in the Lease Liability During the Year:

Amount in NPR.

Particulars As at
Ashad 32, 2083

Opening Balance 21,259,483.01
Add: Recognition on account of adoption of NFRS 16 -
Add: Additions during the year -
Add: Interest accrued during the year 2132,509.18
Less: Payment of lease liabilities 8,670,452.37

Less: Derecognition during the year

Total

14,721,539.82

38.1.3 Maturity Analysis

Amount in NPR.

Particulars As at
Ashad 32, 2083

Less than one year

6,823,019.04

One to five years

7,898,520.78

More than five years

Total

14,721,539.82

38.1.4 Amounts recognized in Statement of Profit and Loss:

Particulars

Amount in NPR.

For the year ended
Ashad 32, 2083

Interest on lease liabilities in Finance Cost 2,132,509.18
Lease payments not recognized as a liability 2,023,228.66
Total 4,155,737.84
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

38.1.5 Amounts Recognized in the Statement of Cash Flows

Amount in NPR.

Particulars For the year ended
Ashad 32, 2083

Total cash outflow for leases

8,670,452.37

Total

8,670,452.37

38.1.6 Disclosures for Operating Leases Other than Leases Covered in NFRS 16
The Company has entered into cancellable operating leases and transactions for leasing of residential

units. The tenure of lease is generally one to two years.

Lease expense recognized in the statement
of profit and loss for the year

Amount in NPR.

For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

2,023,228.66

1,977,900.25

38.2 Company as Lessor:

The Company is not required to make any adjustments on transition to NFRS 16, Leases, for leases in

which it acts as a lessor.

The Company has given Land & godown on operating lease. The lease term is for non cancellable period
of one to five years and renewable at the option of the Lessor.

Future minimum lease receipts over non cancellable period of operating leases are as follows :

Amount in NPR.

Particulars For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Lease income recognized in the statement of profit and loss for the 10,250,340 9,092,327
year
The future minimum lease receivable over the next one year 8,702,334 8,702,334

The future minimum lease receivable later than one year but not later
than five years

The future minimum lease payments payable later than five years

There are no any finance lease entered into by the company during the year.

Amount in NPR.

Particulars For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

I. Net profit attributable to Shareholders for Basic earnings

401,993,005.80

475,811,979.12

II. Net profit attributable to Shareholders for diluted earnings

Il Weighted average number of Ordinary Shares for basic EPS 18,102,679.45 17.073,400.00

Effects of Dilution:

IV.Preference Shares outstanding for conversion - -

VWeighted average number of ordinary shares adjusted for the 18,461,607.67 17.073,400.00

effect of dilution

Basic Earnings Per Ordinary Share 22.21 27.87

Diluted Earnings Per Ordinary Share 21.77 27.87
Contd....
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For the year ended 16th July, 2026 (Ashad 32, 2083)

Contd....

Public Shares issued and allotted are included in the calculation of earnings per share. Shares are
already listed in CDS and Clearing Ltd and Nepal Stock Exchange, Weighted average number of shares
is calculated on the basis of allotment date 2" January 2026. For the calculation of diluted EPS, the
weighted average number of shares issued to Qll has been considered from 17™ July 2025.

With the requirement of section 54 of The Industrial Enterprise Act, 2076 and Rule 34 of The Industrial
Enterprise Rules, 2078, the company is required to comply with the provisions of Corporate Social
Responsibility (CSR). The amount required to be contributed and spent under CSR is as under:-

Amount in NPR.

Particulars For the year ended For the year ended
Ashad 32, 2083 Ashad 32, 2082

Gross amount required to be spent by the company during the year 4,742,622.56 6,008,257.34
Less: Amount spent by the company during the year - -
Short/(Excess) 4,742,622.56 6,008,257.34

During the previous financial vyears, the
Company recognized export incentives as
part of Other Operating Income in accordance
with the Guidelines Relating to Export
Incentives, 2075, as subsequently amended by
the Guidelines Relating to Export Incentives
(Second Amendment), 2079. Under the
amended guidelines, an industry exporting
more than Rs. 50 crore in a financial year was
eligible foracashincentive of up to a prescribed
percentage of qualifying exports, subject to
fulfilment of the applicable conditions.

As at the reporting date, the Company has
export incentive receivable related to FY
2081/82 year amounting to Rs. 614,173,602.45,
which is disclosed under Note 10 to these
financial statements. The said amount
represents export incentive claims recognized
by the Company and remains outstanding as
of the reporting date.

Regarding the receivable amounts of Rs.
438,594,513.07 for FY. 2079/80 (Ashoj to
Ashad) and Rs. 538,523046.08 for FY.
2080/81, the Company has received claim
settlements from Nepal SBI Bank Ltd. and
Kumari Bank Ltd., as these banks will obtain
reimbursement from Nepal Rastra Bank (NRB)
or the Government of Nepal (GoN). However,
as of the date of these financial statements,

Nepal Rastra Bank has not yet settled the
amounts with the concerned banks.

Further, on 12 Falgun 2082, the Ministry of
Industry, Commerce and Supplies cancelled
the Guidelines Relating to Export Incentives,
2075. Based on management's understanding,
export incentives relating to exports made up
to 11 Falgun 2082, being the date immediately
preceding the cancellation of the guidelines,
may still be eligible for export incentive, subject
to fulfilment of the applicable conditions and
the Government's final decision/process for
settlement.

However, in view of the cancellation of the
guidelines, the discontinuation of the notice/
process relating to value addition requirements
by the Department of Industry, and the
continued non-settlement of substantial export
incentive claims relating to prior years, the
Company has adopted a prudent approach in
recognizing export incentives. Accordingly, for
the year ended Ashad 32, 2083, the Company
has not recognized export incentives under
Other Operating Income as the previous
dues are yet to be cleared. Management has
recognized export incentive relating to the
current financial year only upon actual receipt
of the amount, i.e. on a cash basis (refer note
no. 26).
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Reliance Spinning Mills Ltd.

For the year ended 16th July, 2026 (Ashad 32, 2083)

The Company has raised additional equity capital in the current year through issuance of IPO (Initial

Public Offer) at a premium price.

The allotment of shares issued through IPO to various categories are detailed below:

Amount in NPR.

Category No. of Shares Allotment Date

Qualified Institutional Investors (Qll) 770,640 2080.10.15
Foreign Employment Nepalese 115,596 2082.09.01
Mutual Funds 57,798 2082.08.25
Employees 57,798 2082.09.14
General Public 924,768 2082.09.18
Total 1,926,600

During the fiscal year 2078-79, our company
exported goods with a consignment value
of USD 134,851.54 to M/s. Maximus Synergy
Limited. Unfortunately, the party failed
to adhere to the applicable rules of their
country during the importation of these
goods. As a result, the outstanding balance
of USD 99,861.54 was not received by our
company. To address this issue, we took legal
action against the alleged party in the High
Court of the Republic of Kenya. Additionally,
the Central Bank of Kenya has initiated
a criminal case against the same party.

In the fiscal year 2079-80, the High Court
granted permission to resell second container
to another party, which allowed us to recover
UsShD 23,021. However, it's important to
note that there were additional expenses
related to shipping, demurrage, certificates
of conformity (Coc), and other charges
amounting USD 26,399.50 that our company
had to bear. Consequently, we filed a case to
seek reimbursement for these expenses, in
addition to the outstanding amount related
to the first container, which is USD 53,221.

As of the present moment, the Court has
issued an order in our favor, directing the
recovery of the outstanding amount from
the party. Although, the recovery process
is currently underway, it has already taken
substantial period for recovery therefore
company has considered full ECL provision till
the final settlement.
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Contingent liabilities are disclosed when there
isa possible obligation arising from past events,
the existence of which will be confirmed only
by the occurrence or non-occurrence of one
or more uncertain future events not wholly
within the control of the Company or a
present obligation that arises from past events
where it is either not probable that an outflow
of resources will be required to settle the
obligation or a reliable estimate of the amount
cannot be made.

The Company records a liability for any claims
where a potential loss is probable and capable
of being estimated and discloses such matters
in its financial statements, if material. For
potential losses that are considered possible,
but not probable, the Company provides
disclosure in the financial statements but does
not record a liability in its accounts unless the
loss becomes probable.

The Company believes that none of the
contingencies described below would have
a material adverse effect on the Company'’s
financial condition, results of operations
or cash flows. It is not practicable for the
Company to estimate the timings of the cash
outflows, if any, pending resolution of the
respective proceedings. The Company does
not expect any reimbursements in respect of
the same.
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All the contingent liabilities and the commitments given by the Company are disclosed below:

Amount in NPR.

Particulars As at As at
Ashad 32, 2083 Ashad 32, 2082

a) Contingent Liabilities

(i) Performance Guarantees

856,298,367 752,364,085

(i) Unexpired Letter of Credit

1,342,663,861 406,409,931

The management of the company has opted
to book the Electricity Expenses as per the old
tariff rate of Nepal Electricity Authority from
Bhadra 2072 to Ashad 2077, instead of new
tariff rates due to which the liability on account
of Electricity expenses have been understated
by the Company. In addition, the penalty
charges if any on account of non-payment as
per new tariff rate has not been recognized
as expense for that period. The company has
filed an application on administrative review
(as described below). Furthermore, the case
(Case Number : 077-CP-2133) filed against
the Nepal Electricity Authority in the Sunsari
District Court of Nepal has been dismissed
by the court due to the commencement
of the administrative review process. The
management is of the view that the matter will
ultimately be resolved in the Company’s favor
and, therefore, no provision has been made in
the financial statements.

On 2082.01.26, Nepal Electricity Authority
published a notice for the first time, stating
that by the end of 2082 Jestha, the company
can apply for administrative review by
depositing 5 percent of the bill amount in cash
or a Class A bank guarantee issued with a
validity of one year by the time of mid-2082
Jestha as per Sub-regulation 1&2 of Regulation
55 of the NEA Electricity Regulations 2078.
Accordingly, this company has filed an
application for administrative review, vide
letter No. 456/2081/2082 registered number
6937 dated 2082/02/27 to Nepal Electricity
Authority Itahari Distribution Center, as per the
rules.

In the meantime, following the change in
Government after the GenZ movement, Nepal

Electricity Authority issued a notice dated
12th/13th Kartik 2082 directing entities to
pay the disputed amount in instalments upon
cancelling cases pending under administrative
review. After consultations with the legal team,
and based on assurances received during
discussions with the Honorable Prime Minister
that (i) the administrative review facility would
be made available, and (ii) any payment made
would be treated as a deposit until completion
of the review process, the Company deposited
NPR 2,75,00,000 security deposit amount on
2082/07/20 . Subsequently, the Office of the
Prime Minister issued a letter on 2082/07/21
via challan No.107 to the Ministry of Energy,
Water Resources and Irrigation instructing
it to facilitate the necessary procedures and
ensure that the review mechanism is made
available in accordance with prevailing laws
and regulations. In this regard, the Company
filed case number 082-WO-0570 against the
Nepal Electricity Authority on 2082/07/02 to
suspend NEA’s payment collection, pursue
an administrative review, and address other
related concerns. The case was still under
consideration at the High Court, Patan.

Subsequently, on 27 Jestha 2083, the High
Court, Patan, issued its decision in favour of the
Company, directing Nepal Electricity Authority
to initiate the administrative review process
and resolve the disputed matter in accordance
with the applicable laws and regulations.

Further, the Government of Nepal on
January 9, 2024 (Poush 24, 2080) formed
an independent probe commission under the
chairmanship of former Supreme Court Justice
Girish Chandra Lal to resolve the electricity
tariff disputes of dedicated and trunk lines
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45.1

of various industries, including the Company.
Based on the commission’s report, the Nepal
Electricity Authority issued a demand letter
to the Company requiring payment of NPR
753,684,335 as outstanding electricity tariff.
As mentioned, the matter is currently pending
for administrative review. Considering that the

that the power shall be supplied as per the
load shedding schedule and NEA has failed
to furnish data from TOD Meter to prove
that the Company received uninterrupted
power supply, the Company, in its good faith
assessment, believes that it has a strong case
against NEA.

Grid Connection Agreement explicitly states

The Company’s principal financial liabilities comprise trade and other payables. The main purpose of
these financial liabilities is to finance the Company’s operations. The Company’s principal financial assets
comprise trade and other receivables, investment in fixed deposits and cash and short-term deposits
that arrive directly from its operations.

The Company is exposed to market risk, credit risk and liquidity risk. The Company’s senior management
oversees the management of these risks.

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

Market Risk

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

45.1.1 Foreign Currency Risk

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

Amount in NPR.

Nature of Exposure Currency As at As at
Ashad 32, 2083 Ashad 32, 2082

a) Payables

- Borrowings usD 4.244,043.00 4,704,043.00
- Other Payables usb 7,329,297.68 9,768,830.20
- Trade Payables usD 23,575.28 19,987.54
- Advance from Customers usD 9,969.99 48,876.06
b) Receivables

- Trade Receivables usD 1,480,610.00 658,700.79
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45.1.2 Commodity Price Risk

45.2

45.2.1

The Company is affected by the volatility of
certain commodities. Its operating activities
require the ongoing purchase of
materials for Yarn production and therefore
require a continuous supply of the same.
The Company manages this risk by
purchasing materials and supplies from the
supplier identified by the company and the
Company has long term relation with the
supplier.

raw

Credit Risk

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

The Company has a policy of dealing
only with credit worthy counter parties
and obtaining sufficient collateral, Bank
Guarantees and Sales Usage Letter of Credit
where appropriate as a means of mitigating
the risk of financial loss from defaults.

Trade Receivables

Customer credit risk is managed by the
Company’s established policy, procedures
and control relating to customer credit risk
management. Credit quality of the customer
is assessed and individual credit limits are
defined in accordance with this assessment.
Outstanding receivables are
regularly monitored shipments to
majority customers are covered by bank
guarantees, Letter of Credit and other credit
assurance facilities.

customer
and

A

45.2.2 Cash Deposits

45.3

Credit with  banks
and financial institutions are managed by
maintaining the balances with highly reputed
Commercial banks only."”

risk From balances

Liquidity Risk

Liguidity risk is the risk that the Company
will face in meeting its obligations associated
with
sustained shortfall in the cash flow could
undermine the Company's credit
impair investor confidence and also restrict
the Company's ability to raise funds.

its financial liabilities. A material and

rating,

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

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