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PKF T. R. Upadhya & Co.

PKF

INDEPENDENT AUDITOR’S REPORT
THE SHAREHOLDERS OF SOALTEE HOTEL LIMITED

Report on the Financial Statements

We have audited the accompanying financial statements of Soaltee Hotel Limited (the “Company”), which
comprise the statement of financial position as at 32 Ashad 2075 (16 July 2018), and the statement of
profit or loss and other comprehensive income, statement of changes in equity and statement of cash flows
for the year then ended, and a summary of significant accounting policies and explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with 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 misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Nepal Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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
the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of

Soaltee Hotel Limited as at 32 Ashad 2075 (16 July 2018), and its financial performance and its cash flows
for the year then ended in accordance with Nepal Financial Reporting Standards.

Report on Other Legal and Regulatory Requirements

We have obtained information and explanations asked for, which, to the best of our knowledge and belief,
were necessary for the purpose of our audit. In our opinion, the statements of financial position, profit or
loss and other comprehensive income, changes in equity and 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; and proper books of account as required by law have been maintained so far as it appears from
our examination of those books and records of the Company.

To the best of our information and according to explanations given to us and so far appeared from our
examination of the books of account of the Company necessary for the purpose of our audit, we have not
come across cases where Board of Directors or any employees of the Company have acted contrary to the
provisions of law relating to the accounts, or committed any misappropriation or caused loss or damage to
the Company relating to the accounts in the Company.

Shashi Satyal
Shashi Satyal

Partner

PKF T R Upadhya & Co.
Chartered Accountants

Kathmandu, Nepal
15 November 2018

124, Lal Colony Marg, Lal Durbar, Kathmandu, Nepal
Tel: +977 01 4410927, +977 01 4420026, Fax: +977 014413307 pkf.trunco.com.np

PKF T.R. Upadhya & Co. is a member of the PKF International Limited network of legally independent firms and does not accept any
responsibility for liability for the actions or inactions of any other individual member or firms.
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SOALTEE HOTEL LIMITED
For the period ended on 32 Ashad 2075 (16 July 2018)

Notes to the Financial Statements

2.1.

2.1.1.

2.1.2.

General Information

Soaltee Hotel Limited (the Company or SHL) is a limited liability company registered with Office of
Company Registrar as per erstwhile Company Act. Its shares are enlisted with Security Board of Nepal
(SEBON) and listed and traded at Nepal Stock Exchange Ltd. (NEPSE). The registered office of the
Company and the principal place of business is located at Tahachal, Kathmandu, Nepal. Since its
incorporation more than 50 years, SHL has been catering the Tourism sector services with five star
quality hotel facilities from the date of commercial operation. SHL has invested in two subsidiaries
namely H I Soaltee Hotel Company Pvt. Ltd. and Soaltee Hospitality Ltd. for expanding its hotel
business. Through Soaltee Hospitality Ltd., wholly owned subsidiary, it has also invested in Soaltee
Sibkrim Hotels and Resorts Pvt. Ltd. with 24% share in the company.

Holiday Inns (China) Limited, an Intercontinental Hotels Group (IHG) owned company operates the
282 saleable rooms ranging from Deluxe, Club to Suites under the Hotel Management Agreement with
the Company. The Company also operates a LSG Sky Chef - Flight Catering Unit under a Technical
Assistance Agreement with LSG Catering Hong Kong Limited, Hong Kong.

The Financial Statements were authorized for issue by the meeting of the Board of Directors on 15
November 2018 (29 Kartik 2075) and has recommended for approval by shareholders in the Annual

General Meeting.

Significant Accounting Policies

Basis of Preparation
Statement of Compliance

The financial statements are prepared in accordance with Nepal Financial Reporting Standards
(NFRS) as issued by Accounting Standard Board Nepal and pronounced by The Institute of Chartered

Accountants of Nepal.

These financial statements for the year ended 32 Ashad 2075 are the first that the Company has
prepared as per NFRS. For all periods up to and including the year ended 31 Ashad 2074, Company
prepared its financial statements in accordance with earlier applicable Nepal Accounting Standards.
The financial statements for the year ended 31 Ashad 2074 and the opening Statement of Financial
Position as at 1 Shrawan 2073 have been restated in accordance with NFRS for comparative
information. Reconciliations and explanations of the effect of the transition from NAS to NFRS on the
Company's statement of Financial Position, Statement of Profit or Loss and Other Comprehensive

Income and Statement of Cash Flows are separately provided in Note 4.22.
Basis of Measurement

These financial statements are prepared under historical cost convention except for the following
material items:
Investment in shares of entities other than subsidiaries, which have been measured at fair

value
Staff loans provided at subsidized interest rate, which have been measured at amortized cost.

Other long term liabilities (leave liability), which has been measured at present value of the
obligation



2.1.3. Critical Accounting Estimates

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards
(NFRS) requires the use of certain critical accounting estimates and judgments. It also requires
management to exercise judgment in the process of applying the company’s accounting policies. The
company makes certain estimates and assumptions regarding the future events. Estimates and
judgments are continuously evaluated based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. 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 are:
a) Useful life of property, plant and equipment

Management reviews the useful life and residual values of property, plant and equipment at the end of
each reporting period. Such life are dependent upon an assessment of both the technical life of the
assets and also their likely economic life, based on various internal and external factors including

relative efficiency and operating costs.
b) Impairment of property plant and equipment

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

the carrying value of assets.
c) Recognition of deferred tax

Significant management judgment is required to determine the amount of deferred tax assets that can
be recognized, based upon the likely timing and the level of future taxable profits together with future
tax planning strategies. The Company based its assumptions and estimates on parameters available
when the financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising beyond the

control of the Company.

Deferred tax is calculated on temporary differences using a known future tax rate (21.25%). Deferred
tax assets are recognized in respect of all temporary differences giving rise to deferred tax assets

where the management believes it is probable that these assets will be recovered.
d) Other long term employee benefits

Significant judgment is required to determine the estimated liability that shall arise on part of
unused/accumulated leave by the staff and which is generally paid out on retirement or termination
of employment. Valuation of such is done by qualified actuary using assumption like interest rate,
rate of increase in annual compensation, remaining service period etc. Factors considered may

change depending on market changes or legal changes which are beyond the control of the company.



2.1.4.

2.2.

2.2.1.

2.2.2

2.2.3

ii.

Functional and Presentation Currency

The financial statements are prepared and presented in Nepalese Rupees (Rs.), which is also the

company’s functional currency.
Accounting Policies

The principal accounting policies adopted in the preparation of the financial statements are set out
below. The policies have been consistently applied to all the years presented, unless otherwise stated.
The preparation of financial statements requires the use of certain accounting estimates. The areas
where significant judgments and estimates have been made in preparing the financial statements and

their effects are disclosed in relevant areas.
Standalone financial statements

This financial statement is the standalone financial statement of the company. Consolidated financial

statement as per NFRS 10 is prepared separately.
Associates

Profits or losses arising on transactions between the company and its associates are recognized only
to the extent of unrelated investors' interests in the associate. The investor's share in the associate's
profits and losses resulting from these transactions is eliminated against the carrying value of the

associate.

Any premium paid for an associate above the fair value of the company's share of the identifiable
assets, liabilities and contingent liabilities acquired is capitalized and included in the carrying amount
of the associate. Where there is objective evidence that the investment in an associate has been
impaired the carrying amount of the investment is tested for impairment in the same way as other

non-financial assets.
Financial Assets and Financial Liabilities
Recognition

The company initially recognizes financial assets on trade date which is the date on which the

company becomes a party to the contractual provisions of the instruments.

A financial asset or financial liability is measured initially at fair value plus, or an item not at fair

value through profit or loss, transactions costs that are directly attributable to its acquisition or issue.
Classification and Measurement
Financial Assets

The classification and measurement of financial assets depend on how these are managed (the entity’s
business model) and their contractual cash-flows characteristics. These factors determine whether
the financial assets are measured at amortized cost, fair value through other comprehensive income
(‘FVOCTY) or fair value through profit or loss (‘FVPL’).

At amortized cost: Financial assets at amortized cost are non-derivative financial assets with
fixed or determinable payments for which the Company has intent and ability to hold till
maturity. They are initially recognized at fair value plus any directly attributable transaction cost.
Subsequent to initial recognition, such financial assets are measured at amortized cost using
effective interest rate method less any impairment losses.

At fair value through profit or loss: Financial assets are classified at fair value through profit or
loss if the company manages such instruments and makes purchases and sales decisions based

on its fair value. Attributable transaction costs and changes in fair value are taken to revenue.



At fair value through other comprehensive income: Financial assets at FVOCI are non-
derivative financial assets that are not classified in any of the above category. Financial assets at
FVOCI are recognized initially at fair value plus any directly attributable transaction cost.
Subsequent to initial recognition, financial assets are measured at fair value, as far as such fair
value is available, and changes therein, which are recognized in other comprehensive income and
presented in the fair value reserve in equity. When an investment is derecognized, gain or loss

accumulated in equity is reclassified to retained earnings.
Financial Liabilities

All financial liabilities are recognized initially on the trade date, which is the date that the Company
becomes a party to the contractual provisions of the instrument. Subsequent to initial recognition,

these financial liabilities are measured at amortized costs using effective interest rate method.
iii. Derecognition
Financial Assets

The Company derecognizes a financial assets when the contractual rights to the cash flow from the
financial assets expire, or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all of the risk and rewards of the ownership of the financial assets are
transferred or in which the Company neither transfer nor retains substantially all of the risk and

rewards of the ownership and it does not retain control of the financial assets.

On derecognition of a financial assets, the difference between the carrying amount of the assets (or
the carrying amount allocated to the portion of the assets derecognized) and the sum of (i) the
consideration received (including any new assets obtained less any new liability assumed) and (ii) any
cumulative gain or loss that had been recognized in Other Comprehensive Income (OCI) is recognized

in retained earnings.
Financial Liabilities

The Company derecognizes a financial liability when its contractual obligations are discharged or

cancelled or expired.

iv. Offsetting
The financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when and only when, the Company has a legal right to set off the amounts and it
intends either to settle them on a net basis or to realize the asset and settle the liability
simultaneously.

v. Amortized cost measurement

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

vi. Fair value measurement
Fair value of a financial instrument is the amount for which an asset could be exchanged, or a
liability settled, between knowledgeable, willing parties at an arm’s length transaction. Quoted market
values represent fair value when a financial instrument is traded in an organized and liquid market.
Where quoted market values are not available, fair values are estimated by other techniques.

vii. Identification and measurement of impairment
Financial assets
At each reporting date the Company assesses the objective evidence that a financial asset or group of

financial assets is impaired or not. A financial asset or a group of financial assets is impaired and



2.2.4

2.2.5

2.2.6

impairment losses are incurred only if there is objective evidence of impairment as a result of one or
more events that occurred after the initial recognition of the asset and that loss event has an impact
on the estimated future cash flows of the financial assets or group of financial assets that can be
reliably estimated.

Objective evidence that financial assets are impaired includes:

significant financial difficulty of the debtor

breach of contract, such as default or delinquency by a debtor

observable data relating to a group of assets such as adverse changes in the payment status of

debtor

The amount of loss is measured as the difference between the asset's carrying amount and amount
the management considers it as recoverable on the basis of financial position of the party and
appropriate estimation made by the management. Receivables considered as less likely to be received

are provided allowance for loss and charged to Statement of Profit or Loss.

In addition, for an investment in an unquoted equity security, a significant or prolonged decline in its

net worth is objective evidence of impairment.

Impairment losses are recognized in Statement of Profit or Loss and reflected in an allowance account
against debtors. Impairment losses on equity investment are routed through Statement of OCI.
Interest on the impaired assets continues to be recognized through the unwinding of the discount. If
an event occurring after the impairment was recognized causes the amount of impairment loss to
decrease, then the decrease in impairment loss is reversed through income statement (OCI in case of

available for sale investment).

If, in a subsequent period, the fair value of an equity investments increases and the increase can be
related objectively to an event occurring after the impairment loss was recognized, then the impairing

loss is reversed through profit or loss; otherwise, any increase in fair value is recognized through OCI.
Impairment of Non Financial Assets

Non-financial assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the
amount by which the assets carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset's fair value less cost and value in use. An impairment loss is
recognized in Statement of Profit or Loss. Provisions against impairment are reviewed at each
reporting date and adjusted to reflect the current best estimates. Impairment charges are included in
profit or loss except to the extent they reverse gains previously recognized in Other Comprehensive

Income.
Foreign currency

Transactions entered into by the company entities in a currency other than the currency of the
primary economic environment in which they operate (the "functional currency" is Rs.) are recorded at
the rates ruling when the transactions occur. Foreign currency monetary assets and liabilities are
translated at the rates ruling at the reporting date. Exchange differences arising on the retranslation

of unsettled monetary assets and liabilities are recognized immediately in profit or loss.
Property, plant and equipment

Items of property, plant and equipment are initially recognized at cost. Cost includes the purchase
price and other directly attributable costs as well as the estimated present value of any future

unavoidable costs of dismantling and removing items. The corresponding liability is recognized within



provisions. Subsequent expenditure is capitalized only when it is probable that future economic
benefits associated with the expenditure will flow in to the Company. Ongoing repair and

maintenance are expensed as incurred.

The Company identifies and determines cost of each component/ part of the asset separately, if the
component/ part has cost which is significant to the total cost of the asset having useful life that is
materially different from that of the remaining asset. These components are depreciated over their

useful lives; the remaining asset is depreciated over the life of the principal asset.

The residual values, useful lives and methods of depreciation of property, plant and equipment are

reviewed at each reporting date and adjusted prospectively.

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

asset is derecognized.

On transition to NFRS, the Company has elected to continue with the carrying value of all of its
property, plant and equipment recognized as at 31 Ashad 2073 measured as per the previous NAS
and use that carrying value as the deemed cost of the property, plant and equipment as on 1

Shrawan 2073 in line with provisions of NFRS.
Capital Work in Progress

Assets in the course of construction are capitalized in the assets under capital work in progress
(CWIP). At the point when an asset is operating at management’s intended use, the cost of
construction is transferred to the appropriate category of property, plant and equipment and

depreciation commences.
Salvage Value

Company has assessed the salvage value of all its property, plant and equipment to be 5% of its
original cost. For the assets that have been carried forward since previous years and for which the fair
value has been considered as deemed cost as at 1 Shrawan 2073, salvage value is considered at 5% of

deemed cost.
Depreciation

Freehold land is not depreciated. 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 carrying value over the expected useful economic lives.
Items of property, plant and equipment are depreciated on Straight Line Method over their useful life.

Management of the company has assessed useful life of the following category of assets as mentioned.

Category of Assets Estimated useful life
Building 35 - 70 years

Other civil structures 20 - 35 years

Plant and machinery 10 - 30 years

Vehicle 10 - 20 years
Computer and accessories 7 years

Office Equipment 10 years

Furniture, fixture and furnishing 10 years



2.2.7

2.2.8

There are assets whose useful life is complete on the date of first time adoption of NFRS which are
still in use. Management expects that such assets shall be used for three more years; accordingly, the
remaining amount of assets on the date of transition to NFRS is depreciated in subsequent three

years.
Intangible Assets
Computer Software

Purchased computer software licenses are capitalized on the basis of the costs incurred to acquire

and bring to use the software. These costs are amortized over the estimated useful lives.

On transition to NFRS, the Company has elected to continue with the carrying value of all of its
intangible assets recognized as at 31 Ashad 2073 measured as per the previous NAS and use that

carrying value as the deemed cost of the intangible assets as on 1 Shrawan 2073.
Amortization

Amortization is charged to the income statement on a straight-line basis over the estimated useful
lives of intangible assets. The estimated useful life is of computer software is considered to be five

years.
Investment Property

The Company holds certain assets (land and building) for purpose other than its core operating

function. Such assets are classified as investment property.

Items of investment property are initially recognized at cost. Cost includes the purchase price and
other directly attributable costs as well as the estimated present value of any future unavoidable costs
of dismantling and removing items. The corresponding liability is recognized within provisions.
Subsequent expenditure is capitalized only when it is probable that future economic benefits
associated with the expenditure will flow in to the company. Ongoing repair and maintenance are

expensed as incurred.

When an item of property, plant and equipment becomes an investment property following a change
in its use, any difference arising at the date of transfer between the carrying amount of the item and
its fair value is recognized directly in equity if it is a gain. Upon disposal of the item, the gain is

transferred to retained earnings. Any loss is recognized in statement of profit or loss.

Incomes arising from use of investment property by third parties are recognized as lease income from
operating lease. Lease income is recognized as per the terms of contract with parties. Company has
opted to use the carve out provided by ICAN regarding recognizing income from operating lease on
annual basis as per contractual terms, whereas NAS 17: Leases require such amount opt be

accounted on Straight line basis.

On transition to NFRS, the Company has elected to continue with the carrying value of all of its
investment property recognized as at 31 Ashad 2073 measured as per the previous NAS and use that

carrying value as the deemed cost as on 1 Shrawan 2073.
Salvage Value

Company has assessed the salvage value of its depreciable investment property to be 5% of its original
cost. For the assets that have been carried forward since previous years and for which the fair value
has been considered as deemed cost as at 1 Shrawan 2073, salvage value is considered at 5% of

deemed cost.



Depreciation

Land that form part of investment property is not depreciated. Depreciation is provided on other items

of investment property so as to write-off their carrying value over the expected useful economic lives.

Depreciable investment properties are depreciated on Straight Line Method over their useful life.

Management considered the useful life of investment property to be of 55 years.
2.2.9 Investments

Investments in shares of the companies are classified as either at amortized cost or at fair value. The
classification of investment and its subsequent measurement is dependent on the business model for

managing such investments and contractual cash flow characteristics.

Investments are measured at fair value unless measured at amortized cost. Investments are measured
at amortized cost if such investment is held with in order to collect contractual cash flows and
contractual terms of the financial asset give rise on specified dates to cash flows that are solely

payments of principal and interest on the principal amount outstanding.

Subsequent changes in the investments measured at amortized cost are charged to Profit or Loss.
Investments measured at fair value opting the routing through Other Comprehensive Changes, at
initial recognition, for adjusting the changes in fair value are charged through Other Comprehensive
that forms part of the equity of the Company. Changes in fair value of other investments are charged

to Profit or Loss.
2.2.10 Inventories

Stock of food, beverages, store and operating supplies are initially recognized at cost and
subsequently at the lower of cost and net realizable value. Net realizable value is the estimated selling

price in the ordinary course of business, less the variable selling expenses.

The cost is determined on weighted average method and includes expenditure incurred directly in

acquiring the inventories and bringing them to their present location and condition.
2.2.11 Cash and cash equivalents

Cash and cash equivalents comprises cash balances, call deposits and other short term highly liquid
investments. For the purpose, any cash placement deposits, call deposit or other highly liquid items

with the maturity period of 90 days from the date of transaction is considered as cash equivalent.
2.2.12 Trade and other receivables
Trade and other receivables are stated at transaction value less allowance for impairment.

Staff loan are measured at amortized cost. Discounting rate has been arrived by considering
comparable market rates of similar types of loan. Difference of amortized value and book value of loan

is charged to profit or loss for the period of staff loan.
2.2.13 Share capital

Financial instruments issued by the company are classified as equity only to the extent that they do
not meet the definition of a financial liability or financial asset. The company’s equity shares are

classified as equity instruments.
2.2.14 Employee Benefits

Employee benefits are either defined benefit plan or defined contribution plan. Employee benefits of
the company comprise of gratuity, provident fund and accumulated leave. These benefits are provided
as per the Employee Service Manual and Collective Bargaining Agreement between Employee Union

and the Company.



2.2.15

Provident Fund-Defined Contribution Plan

The Company pays pre-defined amount to Employee Provident Fund and does not have any legal or
constructive obligation to pay additional amount in future. Contributions to Provident fund are

charged to the statement of profit or loss in the year to which they relate.
Gratuity-Defined Contribution Plan

The Company is required to pay pre-defined amount to Social Security Fund as gratuity to employees.
Till previous year, gratuity was in the nature of defined benefit plan with employees receiving the
amount on the completion of employment based on the years of service and the recent remuneration.
Changes in Labour Act has not fixed the amount to be paid on each month and instead require
Company to deposit an amount calculated @8.33% of basic salary directly to specific fund account on
monthly basis. The amount presented in financial statements is the actual liability of gratuity at each

reporting date.
Short term and long-term employment benefits

A liability is recognized for benefits accruing to employees in respect of wages and salaries, annual
leave and sick leave in the period the related service is rendered at the undiscounted amount of the

benefits expected to be paid in exchange for that service.

Liabilities recognized in respect of short-term employee benefits are measured at the undiscounted
amount of the benefits expected to be paid in exchange for the related service.

Accumulated leaves, encashment of which are not expected to occur within twelve months after the
end of the period in which the employee renders the related services are recognized as a liability at the

present value of the obligation as at the reporting date determined based on an actuarial valuation.

Income Tax
Deferred Tax

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will
be available against which the asset can be utilized. The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and reduced to the extent that it is no longer probable

that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

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 that are

expected to apply in subsequent periods.
Current Tax

Current tax is the expected tax payable on the taxable income for the year using tax rates at the
balance sheet date and any adjustment to tax payable in respect of previous years. Current tax is
calculated reasonably in accordance with the provisions of Income tax Act as per management

assumption and bet judgment.

General corporate tax rate is 25%. The Company is entitled to a rebate of 15% on the General tax rate
as per the provisions of Income Tax Act 2058, accordingly, tax rate applicable for the company is

21.25% (previous year rate was 21.25%).



2.2.16 Revenue

Revenue is recognized only when it is probable that the future economic benefits will flow to the
Company and that revenue and associated costs incurred or to be incurred can be reliably measured.
Revenue is measured at the fair value of the consideration received or receivable net of Value Added

Taxes, Civil Aviation Fee and Service Charges where applicable.
Revenue from Sale of Services

Revenue is recognized at the time of delivery of services and is stated net of Value Added Tax (VAT)
and Service Charges. Revenue from LSG Sky Chef -Flight Catering Unit sales is stated net of Civil

Aviation Fee & Service charge.
Revenue from package sales is disclosed net of credits and refunds, included as part of the package.
Service Charge

Income from service charges is recognized on accrual basis net of contribution to be made to the Hotel
Association Nepal (HAN) and the Employees as per Labour Rules as per the previous agreement

between HAN and representatives of the Employees Union.
Dividend

Dividend income from investment in shares is recognized when the right to receive the payment is
established.

Other Income

Other income are recognized on accrual basis when there are reasonable basis to ascertain the
amount and there is reasonable basis for recoverability except for certain privilege membership fee

and training fees, which are insignificant to the total revenue.
2.2.17 Expenses

Expenses are accounted on accrual basis where there are reasonable basis to estimate ascertain the

obligation and rationality of such obligation.
Management Fee

Management fee payable to Holiday Inns (China) Limited for hotel operation is based on fixed
percentage of the adjusted Gross Revenue and Gross Operating Profit as specified in the Hotel

Management Agreement.
License Fee

License fees payable in relation to technical assistance to LSG Catering Hong Kong Limited, to operate
the Flight Catering Unit under the brand name of LSG Sky Chefs’ is based on a fixed percentage of
the Net Sales Value as specified in the Technical Assistance Agreement.

Employee Bonus
Employee bonus is provided in line with the provisions of Bonus Act 2030 BS.
2.2.18 Lease

The determination of whether an arrangement is (or contains) a lease is based on the substance of the
arrangement at the inception of the lease. The arrangement is, or contains, a lease if fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a

right to use the asset or assets, even if that right is not explicitly specified in an arrangement.

A lease is classified at the inception date as a finance lease or an operating lease. For arrangements
entered into prior to 1 Shrawan 2073 the Company has determined whether the arrangement contain

lease on the basis of facts and circumstances existing on the date of transition.



2.2.19

2.2.20

2.2.21

2.2.22

The Company has entered into operating lease arrangement for use of property at LSG Flight Kitchen.
The lease rental is adjusted for inflation rate periodically and the same amount is booked as operating
lease expenses, which the Company believes is more representative than the straight line method, in
line with para 33 of NAS 17: Leases.

The Company has entered into operating lease arrangement allowing to use its facilities and
infrastructures to third parties. The lease rental is adjusted for inflation rate periodically and the
same amount is booked as operating lease income, which the Company believes is more
representative than the straight line method, in line with para 50 of NAS 17: Leases.

Provisions

The Company applies NAS 37 Provisions, Contingent Liabilities and Contingent Assets in accounting
for non-financial liabilities.

Provisions are recognized for present obligations arising as consequences of past events where it is
more likely than not that a transfer of economic benefit will be necessary to settle the obligation,

which can be reliably estimated. Provision is made for the anticipated costs when an obligation exists.
Current versus non-current classification

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

The Company classifies an asset as current when it is:

- Expected to be realized or intended to sold or consumed in normal operating cycle

- Held primarily for the purpose of trading

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

- Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least twelve months after the reporting period.

All other assets are classified as non-current.

The Company classifies a liability as current when:

e It is expected to be settled in normal operating cycle

e It is held primarily for the purpose of trading

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

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

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

The Company’s segmental reporting is in accordance with NFRS 8 Operating Segments. Operating
segments are reported in a manner consistent with the internal reporting provided to the Company's
management, which is responsible for allocating resources and assessing performance of the
operating segments. All transactions between business segments are conducted on an arm's length
basis, with intra-segment revenue and costs being eliminated centrally. Income and expenses directly

associated with each segment are included in determining business segment performance.
Operating Cycle

The Company considers its operating cycle to be of 12 months.
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SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)
Notes to the Financial Statements

Note 3.2: Intangible Assets
Amount in Rs.

Particulars | Software | Total
Cost
Balance at 01.04.2073* 10,795,649 10,795,649
Addition 2,130,794 2,130,794
Disposal/Transfer - -
Balance at 31.03.2074 12,926,443 12,926,443
Addition 125,000 125,000
Disposal - _
Balance at 32.03.2075 13,051,443 13,051,443
Amortization
Balance at 01.04.2073 9,003,295 9,003,295
Charge for the year 1,349,782 1,349,782
Disposal - -
Balance at 31.03.2074 10,353,077 10,353,077
Charge for the year 888,689 888,689
Disposal - -
Balance at 32.03.2075 11,241,766 11,241,766
Net Book Value
At 01.04.2073 1,792,354 1,792,354
At 31.03.2074 2,573,366 2,573,366
At 32.03.2075 1,809,677 1,809,677

The company availed exemption provided in NFRS 1 and elected to measure all item of intangible Assets
outstanding at the closure of previous year as deemed cost being its fair value for the purpose of NFRS.

Note 3.3: Investment Property
Amount in Rs.

Particulars | Freehold Land | Building | Total
Cost
Balance at 01.04.2073* 7,965,724 109,516,634 117,482,358
Addition - - -
Disposal/Transfer (3,258,437) - (3,258,437)
Balance at 31.03.2074 4,707,287 109,516,634 114,223,921
Addition - - _
Disposal - - -
Balance at 32.03.2075 4,707,287 109,516,634 114,223,922
Amortization
Balance at 01.04.2073 - 71,807,151 71,807,151
Charge for the year - 1,885,474 1,885,474
Disposal - - -
Balance at 31.03.2074 - 73,692,625 73,692,625
Charge for the year - 1,000,965 1,000,965
Disposal - - -
Balance at 32.03.2075 - 74,693,590 74,693,590
Net Book Value
At 01.04.2073 7,965,724 37,709,483 45,675,207
At 31.03.2074 4,707,287 35,824,009 40,531,296
At 32.03.2075 4,707,287 34,823,044 39,530,332

The company availed exemption provided in NFRS 1 and elected to measure all item of Investment
Property outstanding at the closure of previous year as deemed cost being its fair value for the purpose
of NFRS.



SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)
Notes to the Financial Statements

Note 3.4: Deferred Tax Assets
Deferred tax is calculated on temporary differences using known future tax rate effective to the Company
(21.25%). Deferred tax assets are recognized in respect of all temporary differences giving rise to deferred
tax assets where the management believes it is probable that these assets will be recovered.

Amount in Rs.

Particulars 01.04.2074 Credit/(Charge) | Credit/(Charge) 32.03.2075
to SOPL to OCI
Fixed Assets (1,211,548) (11,171,252) - (12,382,800)
Gratuity Provision 56,409,899 (3,295,104) - 53,114,795
Provision for leave 20,523,228 1,615,426 - 22,138,654
Trade and Other Receivable 6,405,550 311,428 - 6,716,978
Total 82,127,129 (12,539,502) - 69,587,627
. Credit/(Charge) | Credit/(Charge)
Particulars 01.04.2073 to SOPL to OCI 31.03.2074
Fixed Assets (1,775,400) 563,852 - (1,211,548)
Gratuity Provision 51,396,232 5,013,667 - 56,409,899
Provision for leave 18,575,829 1,947,399 - 20,523,228
Trade and Other Receivable 6,356,182 49,368 - 6,405,550
Total 74,552,843 7,574,286 - 82,127,129
Note 3.5: Investments
Amount in Rs.
Particulars | 32.03.2075 | 31.03.2074 | 01.04.2073

Non-Current

At Amortized Cost

At Fair Value Through Profit or Loss

At Fair Value Through OCI 284,377,323 173,156,695 115,962,110
Total 284,377,323 173,156,695 115,962,110
Current

At Amortized Cost 70,000,000 100,000,000 100,000,000
At Fair Value Through Profit or Loss

At Fair Value Through OCI

Total 70,000,000 100,000,000 100,000,000

Investment comprises the following:

At Amortized Cost (A) 32.03.2075 31.03.2074 01.04.2073

Term Deposit 70,000,000 100,000,000 100,000,000
Total Investment at Amortized Cost 70,000,000 100,000,000 100,000,000
At Fair Value Through OCI (B)

Investment in Subsidiaries

H I Soaltee Hotel Company Pvt. Ltd. (99,500 shares 9,950,000 9,950,000 9,950,000
of Rs. 100 each)

S;)?l}lt)ee Hospitality Ltd. (2,500,000 shares of Rs. 100 250,000,000 64,000,000 64,000,000
Advance for investment in Soaltee Hospitality Ltd. 12,640,000 87,440,000 30,072,000
Sub-total 272,590,000 161,390,000 104,022,000
Investment in Associates

H I Soaltee Management Co. Limited (2,600 shares 16,538 16,538 16,538
of HK$ 1)

Less: allowance for impairment (16,538) (16,538) (16,538)
Sub-total - - -
Investment in other Entities

Himal International Power Corp. Pvt. Ltd. (100,000 11,787,323 11,766,695 11,940,110
shares of Rs. 100 each)

Sub-total 11,787,323 11,766,695 11,940,110
Total Investment through OCI 284,377,323 173,156,695 115,962,110
Proportion of voting rights

H I Soaltee Hotel Company Pvt. Ltd. 73.63% 73.63% 73.63%
Soaltee Hospitality Ltd. 100% 100% 100%
H I Soaltee Management Co. Limited 26% 26% 26%
Himal International Power Corp. Pvt. Ltd. 5.97% 5.97% 5.97%

The net worth of H I Soaltee Management Co. Ltd. is negative since many years and accordingly, impairment

has been accounted.




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)
Notes to the Financial Statements

Note 3.6: Trade and Other Receivable

Amount in Rs.

Particulars 32.03.2075 31.03.2074 01.04.2073
Non-Current
Other Receivable 7,051,419 7,051,419 7,051,419
Deposit for Appeal 2,992,083 2,992,083 2,992,083
Deposits 3,401,504 3,326,504 3,598,065
Loans and advances to Employees 41,030,583 38,960,295 28,518,068
Deferred Employee Benefit Expenses 3,753,184 3,274,882 1,067,155
Total 58,228,773 55,605,183 43,226,790
Less: Allowance for impairment (7,051,419) (7,051,419) (7,051,419)
Total 51,177,354 48,553,764 36,175,371
Current
Trade Receivable
Trade Receivable 260,668,900 241,228,014 263,818,845
Less: allowance for impairment (24,557,890) (23,092,345) (22,860,028)
Trade Receivable-Net 236,111,010 218,135,669 240,958,817
Other Receivable
Loans and advances to Employees 14,953,517 14,482,760 9,989,886
Loans and advances to Other 13,213,876 17,294,859 5,732,303
Advances to contractor and suppliers 10,206,963 39,512,850 15,688,094
Management Fees Recoverable 8,047,756 9,630,647 -
Deferred Employee Benefit Expenses 1,379,847 1,204,001 392,337
Total Other Receivable 47,801,959 82,125,117 31,802,620
Total 283,912,969 300,260,786 272,761,437

Additional information on other receivable included in non-current receivable is provided in Note 4.10.

Trade receivables are normally collected as per credit terms with the parties, generally within a period of 90
days. Trade receivable is non-interest bearing.

Note 3.7: Inventories

Particulars 32.03.2075 31.03.2074 01.04.2073
Stores and Spares 14,167,943 9,454,770 7,904,009
Provision, Beverage and Others 21,811,802 23,197,342 20,661,478
Uniform and Linen 24,059,452 28,724,105 8,991,949
Crockery, Cutlery etc. 28,546,740 24,670,908 22,233,980
Total 88,585,937 86,047,125 59,791,416
Note 3.8: Cash and Cash Equivalent

Particulars 32.03.2075 31.03.2074 01.04.2073
Cash in Hand 2,954,082 2,394,625 1,877,776
Cheques in Hand 236,398 294,300 14,278,089
Balances with Bank 166,192,667 225,424,702 251,631,765
Total 169,383,147 228,113,627 267,787,630




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)
Notes to the Financial Statements

Note 3.9: Share Capital

Rs.

Amount in

Particulars

32.03.2075 |

31.03.2074 |

01.04.2073

Authorized Share Capital

150,000,000 Shares of Rs. 10/- each

1,500,000,000 |

1,500,000,000‘ 1,500,000,000

Issued Share Capital

75,000,000 Shares of Rs. 10/- each 750,000,000 ‘ 750,000,000 ‘ 750,000,000
Subscribed and Fully Paid up
66,606,374 Shares of Rs.10/- each 666,063,740 579,181,300 526,526,060
Total 666,063,740 579,181,300 526,526,060
Reconciliation of no. of shares outstanding
Particulars 32.03.2075 31.03.2074 01.04.2073
Balance at the beginning of the year 57,918,130 52,652,606 42,121,768
Add: Bonus Issue 8,688,244 5,265,524 10,530,838
Add: Right Issue - - -
Balance at the end of year 66,606,374 57,918,130 52,652,606
Details of Shareholding
Major Corporate Shareholders 69% 69% 69%
General Shareholders 31% 31% 31%
Note 3.10: Retained Earning and Reserves
Particulars 32.03.2075 31.03.2074 01.04.2073
Share Premium 16,000,000 16,000,000 16,000,000
Other Reserve 7,288,761 7,288,761 7,288,761
Revaluation Reserve 35,198,427 35,198,427 35,198,427
Fair Value Reserve for Equity Investment 1,787,324 1,766,696 1,940,110
Retained Earnings 711,651,810 555,127,025 527,696,086
Total 771,926,322 615,380,909 588,123,384
Note 3.11: Loans and Borrowings
Particulars 32.03.2075 | 31.03.2074 | 01.04.2073
Non-Current
Bank loans
Secured- Hire Purchase 4,994,449 5,840,287 6,686,125
Total 4,994,449 5,840,287 6,686,125
Current
Current portion of Hire Purchase Loan 845,838 845,838 963,090
Total 845,838 845,838 963,090
Note 3.12: Employee Benefits
Particulars 32.03.2075 | 31.03.2074 | 01.04.2073
Non-Current
Gratuity 317,491,891 302,770,945 288,131,014
Less: Plan Assets (67,539,915) (37,312,598) (46,266,393)
Net Gratuity Liability 249,951,976 265,458,347 241,864,621
Accumulated Leave 104,181,901 96,579,895 87,415,664
Total 354,133,877 362,038,242 329,280,285
Current
Salary and Wages Payable 16,210,711 13,249,722 12,809,465
Bonus Payable 36,209,969 25,266,710 13,724,967
Total 52,420,680 38,516,432 26,534,432




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)
Notes to the Financial Statements

Note 3.13: Income Tax Receivable/(Payable)

Amount in Rs.

Particulars 32.03.2075 31.03.2074 01.04.2073
Advance Income Tax 59,923,398 50,289,299 30,829,687
Income Tax liability (70,321,990) (48,757,471) (31,337,254)
Total (10,398,592) 1,531,828 (507,567)
Note 3.14: Trade and Other Payable
Particulars 32.03.2075 | 31.03.2074 | 01.04.2073
Non-Current
Retention and Security Deposit 14,452,666 8,975,310 8,100,367
Unclaimed Dividend 6,534,596 6,062,351 3,850,706
Total 20,987,262 15,037,661 11,951,073
Current
Sundry Creditors 142,353,488 145,050,287 162,688,204
Other Payable
Advances Received 67,251,560 32,071,719 31,960,767
Civil Aviation Fee - 6,365,372 13,757,228
Management Fee - - 14,753,328
Flight Kitchen Franchise Fee 1,185,308 6,964,832 9,583,620
VAT Payable 3,535,496 59,159 466,908
Service Charge 44,905,028 41,117,395 36,132,823
Housing Fund 36,334,029 56,334,029 41,705,934
Others Liabilities 50,068,507 25,874,130 30,778,133
Total 345,633,416 313,836,923 341,826,945
Trade and other payable are non-interest bearing in nature.
Please refer Note 4.5 for additional information on advances received.
Note 3.15: Revenue from Operation
Particulars 2074-75 2073-74
Room 442,420,291 468,399,915
Food 1,060,626,267 1,002,904,471
Beverage 52,574,848 58,128,708
Cigar and Cigarettes 391,715 409,075
Telephone 237,225 483,484
Laundry Income 7,500,632 10,909,230
Beauty Parlor 640,343 1,241,073
Swimming Pool, Health Club, Guest Membership Fee 4,410,641 7,946,392
Business Centre 105,969 123,414
Total 1,568,907,931 1,550,545,762
Note 3.16: Other Income
Particulars 2074-75 2073-74
Premises Rental Charge 26,799,554 25,888,052
Interest on Loans & Advances at amortized cost 6,412,861 6,068,508
Interest on Call Account/Time Deposit 8,503,569 9,407,024
Miscellaneous Receipts 8,584,539 8,480,762
Income from Service Charge 35,811,425 37,785,146
Dividend Income 500,000 700,000
Profit on sale of assets 1,325,488 64,061
Exchange gain 7,255,019 -
Unclaimed Balance Written Back 104,452 1,579,830
Total 95,296,907 89,973,383




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)
Notes to the Financial Statements

Note 3.17: Consumption of Food and Beverage

Amount in Rs.

Particulars 2074-75 2073-74
Food 273,864,950 265,238,578
Beverage 13,530,000 17,404,454
Cigarettes 162,035 167,019
Total 287,556,985 282,810,051

Note 3.18: Employee Benefit Expenses

Particulars 2074-75 2073-74
Salary and Wages 240,053,552 228,248,760
Allowances 95,243,801 89,275,852
Festival Allowance 19,689,532 20,464,465
Overtime 12,324,673 13,782,628
Employees Meal 22,413,330 23,842,079
Soaltee Staff Welfare/SSF Contribution 4,882,792 7,668,880
Gratuity 31,231,538 92,770,001
Leave 15,290,670 26,642,481
Provident Fund 18,249,957 19,300,893
Clinic Expenses 1,336,476 1,953,792
Amortization of staff loan 2,484,437 1,640,335
Retirement Scheme Expenses (VRS) - 56,600,619
Bonus 36,209,969 25,266,710
Total 499,410,727 607,457,495

Note 3.19: Operating Expenses

Particulars 2074-75 2073-74
Linen 10,062,645 5,358,600
Laundry Supplies 2,889,990 6,606,014
Crockery & Cutlery 3,584,437 2,805,297
Silverware 744,468 86,971
Cleaning Supplies 9,602,449 10,702,507
F & B Paper Supplies 9,116,335 8,752,360
Guest Supplies 18,442,064 19,280,653
Water & Water Treatment 16,787,737 21,122,209
Garden Maintenance - 3,395
Pest Control 2,160,000 2,137,500
Waste Removal 1,004,637 884,159
Power and Fuel 121,044,061 120,906,497
Repair and Maintenance 25,842,181 34,704,704
Total 221,281,004 233,350,866
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Note 3.20: Other Expenses

Amount in Rs.

Particulars 2074-75 2073-74
Rental Charges 976,484 1,135,844
Travelling 9,230,378 6,289,139
Transport and Conveyance 22,852,007 21,839,094
Audit Fee 399,300 399,300
Legal and Professional Fees 8,400,067 5,559,102
Directors' Meeting Fees 1,005,879 1,023,526
Licence & Taxes 27,206,321 25,433,764
Bank Charges 8,765,808 7,154,609
Annual General Meeting Expenses 1,091,772 1,124,457
Commissions 4,950,194 4,484,081
Insurance 16,475,883 19,808,863
Communication Expenses 7,071,529 5,358,515
Printing and Stationery 4,997,589 8,409,618
Advertisement and Sales Promotion 16,256,633 18,324,789
Marketing and Reservation Expenses 14,586,891 15,274,589
Training and Conference 2,527,774 1,411,006
Donation 30,000 30,000
Books and Newspaper 425,687 413,297
Membership & Subscription 1,695,777 1,295,820
Security Services 5,182,422 4,972,763
Uniform Expenses 6,670,145 1,249,784
Entertainment 1,641,247 1,371,001
Allowance for impairment 5,000,000 5,000,000
Software Service Charges 4,918,756 5,758,680
Assets Written Off - 3,258,437
Banquet Expenses 5,587,500 2,742,427
Kitchenette Expenses 4,273,462 102,514
Exchange loss - 9,967,464
Corporate Social Responsibility 2,792,382 2,035,459
Housing Fund Allocation - 14,628,095
Miscellaneous 3,454,869 8,205,768
Total 188,466,756 204,061,805

Note 3.21: Earnings per Share

Basic earnings per share is calculated by dividing the total profit or loss attributable to equity
shareholders. Diluted earnings per share is calculated by dividing the profit or loss attributable to equity
shareholders by weighted average number of equity shares for the effects of all dilutive potential equity
shares. If the number of ordinary or potential ordinary shares outstanding increases as a result of a
capitalization, bonus issue or share split, or decreases as a result of a reverse share split, the calculation

of basic and diluted earnings per share for all periods presented is adjusted retrospectively.

The Company has issued bonus shares in previous years. Calculation of basic and diluted earnings per
shall has been done as stated above.

Particulars 2074-75 2073-74

Basic Earnings per Share

Profit for the year 279,238,206 138,734,492
Number of shares 66,606,374 66,606,374
Basic Earnings per Share (Rs.) 4.19 2.08
Diluted Earnings per Share

Profit for the year 279,238,206 138,734,492
Weighted average number of shares 66,606,374 66,606,374
Diluted Earnings per share (Rs.) 4.19 2.08
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Note 3.22: Financial Instruments Classification and Fair Value Measurement

Financial Instruments are classified in accordance with Note 2.2.3.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair values are determined
according to the following hierarchy:

The Company has used fair value model for measurement of its financial assets and financial liabilities.
Fair value hierarchy levels presented represent the available inputs considered to arriving at the fair value
of category of financial assets/liabilities.

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for the asset or liability. The Company has used its own data
(accounting value) and considered if there exists factors that would otherwise result in changes to the book

value of assets or liabilities.

As at 32.03.2075 Carrying Amount | Level 1 Level 2 Level 3
Financial Assets
Financial Assets at Amortized Cost
Trade and Other Receivable 333,630,831 333,630,831
Investment 70,000,000 70,000,000
Cash and Cash Equivalent 169,383,147 169,383,147
Total At Amortized Cost 573,013,978 573,013,978
Financial Assets at Fair Value through
Other Comprehensive Income (FVOCI)
Investment 284,377,323 284,377,323
Total Financial Assets 857,391,301 - - 857,391,301
Financial Liabilities
Financial Liabilities at Amortized Cost
Trade and Other Payable 366,620,678 366,620,678
Loans and Borrowings 5,840,287 5,840,287
Total Financial Liabilities 372,460,965 - - 372,460,965
As at 31.03.2074 Carrying Amount | Level 1 Level 2 Level 3
Financial Assets
Financial Assets at Amortized Cost
Trade and Other Receivable 344,335,667 344,335,667
Investment 100,000,000 100,000,000
Cash and Cash Equivalent 228,113,627 228,113,627
Total At Amortized Cost 672,449,294 672,449,294
Financial Assets at Fair Value through
Other Comprehensive Income (FVOCI)
Investment 173,156,695 | | | 173,156,695
Total Financial Assets 845,605,989 | -] -| 845,605,989
Financial Liabilities
Financial Liabilities at Amortized Cost
Trade and Other Payable 328,874,584 328,874,584
Loans and Borrowings 6,686,125 6,686,125
Total Financial Liabilities 335,560,709 - - 335,560,709
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Note 3.22: Financial Instruments Classification and Fair Value Measurement

As at 01.04.2073 ‘ Carrying Amount | Level 1 | Level 2 Level 3
Financial Assets
Financial Assets at Amortized Cost
Trade and Other Receivable 303,803,777 303,803,777
Investment 100,000,000 100,000,000
Cash and Cash Equivalent 267,787,630 267,787,630
Total At Amortized Cost 671,591,407 671,591,407
Financial Assets at Fair Value through
Other Comprehensive Income (FVOCI)
Investment 115,962,110 115,962,110
Total Financial Assets 787,553,517 787,553,517
Financial Liabilities
Financial Liabilities at Amortized Cost
Trade and Other Payable 353,778,018 353,778,018
Loans and Borrowings 7,649,215 7,649,215
Total Financial Liabilities 361,427,233 361,427,233
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4 Additional Information

4.1 Share Capital
The Company has single class of equity shares having face value of Rs. 10 per share. Every member
holding equity shares therein shall have voting rights in proportion to the member’s share of the paid
up equity share capital.

4.2 Dividend
Dividend is proposed by the Board of Directors and approved by shareholders in the Annual General
Meeting.
Board of Directors have proposed 10% bonus shares and 16.31578947% cash dividend for the year
2074-75 (previous year approved 15% bonus shares and 6.0526% cash dividend). Accordingly, the

total distribution by the company from the profits arising from 2074-75 is as follows:

Particulars Bonus Shares Cash Dividend
Proposed for 2074-75 66,606,374 108,673,558
Number of shares 6,660,637
Paid for 2073-74 (Amount) 86,882,440 35,055,710
No. of shares 8,688,244

4.3 Reserves and Retained Earnings

a. Share premium
The Company had issued shares in premium on 1992-93. The amount collected by the company in
excess of its face value is credited to this account. Use of share premium shall be as provided in
Company Act 2063.

b. Other Reserves
The Company had created other reserves out of capital profits on 1995. There is no movement on
this reserve since then.

c. Retained Earning
Net profit for each year is added to this reserve. Company uses this to provide dividend to its
shareholders.

d. Fair Value Reserve
This reserve is created to account for changes in fair value of investments for those investments
that are opted to be measured at fair value through Other Comprehensive Income.

e. Revaluation Reserve
Revaluation Reserve was created in 1986 when the land of the company was revalued. For the first
time adoption of NFRS, the revalued amount of land has been considered at deemed cost which as

allowed by NFRS 1.
4.4 Employee Benefits
a. Gratuity

Up to the previous fiscal year, gratuity was in the form of defined benefit liability in which
Company was required to pay gratuity to staff considering the number of years in service and the
recent salary of the staff. Changes in Labour laws in the current fiscal year has changed the
nature of gratuity and this is now a defined contribution plan whereby Company is required to
provide 8.33% of monthly basic remuneration as gratuity to employee with effect from 19 Bhadra

2074. Such amount is required to be paid / deposited to Social Security Fund.



Particulars 2074-75 2073-74
Opening liability 302,770,945 288,131,014
Payment made (16,510,592) (78,130,070)
Additional provision (as per then existing provision) 17,671,099 92,770,001
Additional @8.33% 13,560,439 -
Closing liability 317,491,891 302,770,945

The Company is yet to make payout of the gratuity because of pending establishment of Social

Security Fund.

b. Leave

Leave is classified as other long term employee liability. Liability is measured by way of actuarial

valuation for accumulated leave balance at the end of reporting periods. Changes in value of

liability is as follows:

Particulars 2074-75 2073-74
Opening liability 96,579,895 87,415,664
Service Cost 10,817,879 5,001,086
Interest Cost 6,491,488 5,507,356
Plan amendment (342,102) 1,205,688
Actuarial gain/(loss) (1,676,595) 14,928,351
Benefit paid (7,688,664) (17,478,250)
Closing liability 104,181,901 96,579,895

Basic assumptions considered for measurement of leave liability related to leave are as

follows:
Particulars 2074-75 2073-74
Discount rate 7% 7%
Rate of compensation increase 6% 6%
Expected return on plan assets - -
Average expected future service 15 12
Average duration of liabilities 16 17

Plan assets have not been created for funding of payment of leave liability.

Sensitivity Analysis

The following table demonstrates the impact of 1% increase in discount rate considered for

calculating the present value of long term leave liability.

Particulars 2074-75 2073-74
Effect on:
- Service Cost (1,507,740) (583,612)
- Interest Cost 927,623 786,764
- Leave Liability (11,310,316) (14,253,412)

The following table demonstrates the impact of 1% decrease in discount rate considered for

calculating the present value of long term leave liability.

Particulars 2074-75 2073-74
Effect on:
- Service Cost 1,858,466 703,626
- Interest Cost (927,353) (786,764)
- Leave Liability 13,468,773 16,944,118
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4.7

Lease
The Company has entered into a lease arrangement of premises for a period of 15 years. The future

minimum lease rental payment to be made is as follows:

Period 2074-75 2073-74
Up to one year 962,052 964,688
One to five years 4,810,260 3,848,208
Above five years 598,317 2,527,693
Total 6,370,629 7,340,589

The Company has entered into operating lease arrangement allowing to use some part of its assets on
lease. Minimum lease amount receivable under such lease is as follows:

Period 2074-75 2073-74
Up to one year 25,680,027 26,315,433
One to five years 110,299,348 88,766,816
Above five years 399,517,808 450,032,622
Total 535,497,183 565,114,871

Health Club/Spa property under construction

The Company has entered into a leasing arrangement allowing to use some part of its assets with
cancellable condition and clauses with Dhanwantari Spa And Wellness Pvt. Ltd. (party) for
construction and subsequent use of wellness center (building for Health Club-Spa) at the premise of
the Company. As per the arrangement, all the construction works of the building is being done by the
party on behalf of the Company and such assets being developed is included in Assets under
Construction of the company with corresponding booking as liability until the date of completion of
construction. The party will operate the Spa for the defined period under the agreement for which the
party shall pay some portion of its total lease rental in cash and remaining portion is adjusted against
the cost incurred by the party for construction. Amortization of the financial liability that will be

finalized on completion of construction of assets shall be done, as required.
Corporate Social Responsibility

During the year, the Company has provided Rs. 27.92 million (1% of net profit after tax) as Corporate
Social Responsibility as per the Section 48 (1) of the Industrial Enterprises Act 2073.

Risk Management objectives and policies

The Company’s business activities expose to a variety of risks, namely primarily to fluctuations in
foreign currency exchange rates, liquidity and credit risk, which may adversely impact the fair value of
its financial instruments. The Company's Board and senior management has overall responsibility for
the establishment and oversight of the Company's risk management. The Company's risk management
policies are established to identify and analyses the risks faced by the Company, to set appropriate
risk limits and controls and to monitor risks and adherence to limits. Risk management policies and

systems are reviewed regularly to reflect changes in market conditions and the Company's activities.
i. Market Risk

Inspite of having a very high potentiality of Tourism Sector and its related to services, it is volatile
to geopolitical and domestic incidents. With stabilization in the geopolitical and domestic issues,
the tourism sector looks for bright future. However there is risk that any domestic/international or
geopolitical incidents would impact the business of the company. However, the company through

years of operations has sustained through such risks over the years in the past.
ii. Credit Risk
The company provides reasonable level of credit facilities to debtors and so does it enjoy credit

facility from it creditors as well. In impact on tourism sector may have impact of company debtors'
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iii.

iv.

ability to pay the company within reasonable credit period allowed. Accordingly there exist the
credit risks to that extent. The company through its experience over the many years has been
managing such risk well through proper way of close monitoring and supervising the regular
recoverability position by the management and the Board.

Liquidity Risk

The Company has very less amount of debt funding and will not be impacted significantly. The
Company monitors its liquidity position on regular basis through effective planning and
forecasting.

The company current assets aggregate positively against the current liabilities and accordingly, the
liquidity risk or risk that the company may not be able to settle its liabilities as they become, due

does not exist.
Operational Risk

The Company has been in operation since more than 50 years and have prepared and
implemented various Standard Operating Procedures (SOPs) in the form of clear cut delegation of
authority for the activities, guidelines regulations etc. Beside the company is required to also
follow specific operating guidelines issued by its franchise. Company believes that the controls
implemented by the company have minimized the operational risk to acceptably low level. The
franchise also carries out Control Self Assessment at reasonable interval where the company
scored high level marks placing it as one among better managed hotel among hotels being

managed by Franchise.
Exchange Rate Fluctuation Risk

The Company's revenue will be impacted coming from any fluctuation of exchange rate fluctuation
so be on the certain level of supplies of the company as such exchange rate fluctuation will
contribute certain level of inflations. Since its tariffs are quoted in USD, any rate fluctuation will
have the risk of impacting the income of the company. It has been the tendency that the exchange
rate fluctuation has generally been upward movement except of occasional down turn movement
as well. The Company has practiced not to hold foreign currency monetary assets and liabilities for

substantial period so as to minimize the risk of exchange rate fluctuation.

Related Party Transactions

Related parties of the company comprises of key management personnel, organization having

significant influence on the company, subsidiaries of the company and Board of Directors.

a.

Subsidiary Companies

The Company has made investment in two subsidiary companies. The Company has presence on
the Board of these two companies in proportion of its shareholding. Company provides office space
to the two subsidiaries on operating lease. Other than this, there is no any transaction with

subsidiary companies.

Name of Subsidiary Hotding i Rental Charge Ou.tstanding balance
% This Year | Last Year | This Year | Last Year
II;IVIt.SE:;fee Hotel Company 73.63
Lease rental income 66,667 66,667 - -
Soaltee Hospitality Ltd. 100
Lease rental income 66,667 66,667 - -

Significant Influence

Entities having significant influence over the Company is as follows:



i. Soaltee Enterprise Pvt. Ltd. (SEPL)
Soaltee Enterprise Pvt. Ltd. is major shareholder of the company. This company has four
representatives in the current Board of Soaltee Hotel Ltd. (SHL). SEPL has paid Rs. 66,667
(previous year Rs. 66,667) to SHL as operating lease rent. There is no outstanding balance at
the year end.

c. Other related entities

i. Nepal Airlines Corporation (NAC)
Nepal Airlines Corporation is institutional shareholder of the company. NAC has one
representative in the Board of SHL.
SHL provides flight catering services to the international flights of Nepal Airlines Corporation.

Transactions and outstanding balance with Nepal Airlines Corporation are as follows:

. Revenue (in million) Receivable (in million)
Particulars - -
This Year Last Year This Year Last Year
Flight Catering Servi 110.19 99.64
.1g atering Services 93.31 13.40
Tickets Purchase 1.56 0.04

ii. Sibkrim Holdings Pvt. Ltd.
There is no transaction of this company with SHL.
d. Those charged with Governance
Those charged with governance include the Board of Directors of the Company. The composition of

Board on the reporting date is as follows:

Name Position Representative of
Mr. Dinesh Bahadur Bista Executive Chairman Soaltee Enterprises Pvt. Ltd.
Mr. Ravi Bhakta Shrestha Member Soaltee Enterprises Pvt. Ltd.
Mr. Rajesh Kazi Shrestha Member Soaltee Enterprises Pvt. Ltd.
Mrs. Jaya Rajya Laxmi Shah Member Soaltee Enterprises Pvt. Ltd.
Mr. Ganesh Bahadur Chand Member Nepal Airlines Corporation
Member (till .
Mr. Ananth Ramchandran 30.06.2018) Holiday Inns Investment (Nepal) Ltd.
. . Member (from .
Mr. Prakash Bikram Khatri 14.12.2017) Public Shareholder
Mr. Shashi Raj Pandey Member Public Shareholder
.. Member (till .
Mr. Bijay Bahadur Shrestha 14.12.2017) Public Shareholder
Mr. Niranjan Kumar Tibrewala Member Public Shareholder

Member (from

Mr. Venkatesh Gomatam 01.07.2018)

Holiday Inns Investment (Nepal) Ltd.

Mr. Lil Bahadur Khatri serves as Company Secretary of the Company.

Board members are paid Rs. 15,000 (net of withholding tax) per meeting as meeting fee for

attending each meeting of Board. Meeting fee paid to members of Board for Board as well as Other

Committee meetings during the year amounts to Rs. 1.00 million (previous year Rs. 1.02 million).
e. Key Management Personnel

The company's key management personnel are Executive Chairman and General Manager.

Total compensation to key management personnel during the year is Rs. 32.03 million (previous

year Rs. 29.21 million). The compensation paid to Executive Chairman also includes the

performance incentive paid based on the profit of the Company.

4.9 Unpaid Dividend

Total unpaid dividend amounted to Rs. 6.53 million (previous year Rs. 6.06 million).
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4.13
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Civil Aviation Fee recoverable from Airlines
Civil Aviation Fees levied on In flight catering services provided on international flights by the company
to three different airlines have been disputed and not paid by the respective airlines which amounted
to Rs 7.051 million (previous year Rs. 7.051 million ) is still pending recovery. This has been reflected
under Non-current Trade and other receivables.
Lien on company's assets
The company current and non-current assets where applicable has been pledged hypothecated to
bankers providing the credit facilities. The credit facility as of the reporting date included term loan
against a vehicle only amounting to Rs. 5.84 million (previous year Rs. 6.69 million).
Contingent Liability
The Company recognizes contingent liability when a possible obligation arises from past events and
whose existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the entity or company as a present obligation as a result
of past events which is not recognized because it is not probable that an outflow of resources
embodying economic benefits will be required to settle the obligation; or the amount of the obligation
cannot be measured with sufficient reliability. All adjusting events are considered for appropriate
reflection in the current financial year.
Bank Guarantee
Unexpired bank guarantee issued by the company amounted to Rs. 2.9 million (previous Rs. 2.6
million)
Litigations or legal cases
i. Income tax Matters
Revenue Tribunal has decided in company's favour against the appeal made relating to
assessment pertaining to FY 2068-69. However reassessment as required following such decision
is still yet to be done by the Revenue Office. It has come to the knowledge of the management the
Revenue Office has filed appeal in the Honourable Supreme Court. Notice of such appeal made
has not been received by the company yet. The company is of the opinion that there would not be
significant obligation relating such appeal being considered at the Court.
ii. Assessment status
The Revenue Offices have completed reassessment of its self assessment return till financial year
2070-71. Generally there is time limitation of four years from the date of its self assessment
return filing. The management considers no significant obligation that would arise that would be
required to be provided for. Any tax claim will be directly charged to accumulated profit as per its
practice.
iii. Casino Royalty
Pursuant to the litigation case filed by the company against Government of Nepal for its demand
of Casino Royalty for the financial year 2005/06 (2062/63) till November 2012 (24 Kartik 2069)
from the company instead of then Lessee, Nepal Recreation Centre Pvt. Ltd, the decision has been
made in favour of the company. Accordingly no further obligation arises under such demand by
the GON for such Royalty.
iv: Arbitration
The company has filed a writ petition in the Supreme Court of Nepal challenging the judgment of
Honourable High Court, Patan for the appointment of arbitrator in a case filed by the Nepal
Recreation Centre Pvt Ltd. for the appointment of arbitrators pursuant to the Casino Lease
Agreement. The matter is sub-judice before the Honourable Supreme Court.
v. Legal cases
The company has filed a few cases for recovery of dues from some debtors in the course of its

regular business.



4.14 Capital Commitment
Capital contract remaining to be executed on capital accounts net of advances to Rs. 131.55 million
(Previous year 223.74 million).

4.15 Letter of Credit
There is no outstanding letter of credit as at the reporting date.

4.16 Housing Fund
This fund was created as per the requirement of erstwhile Labour laws. Owing to changes in Labour
law in this fiscal year, this fund is no longer required and no provision has been made in the current
year. The Company has not provided additional amount on this fund. Company has paid Rs. 20
million during the year out of this fund to a separate entity called Employee Housing.

4.17 Operating Segment

Management of the company has considered the total operation to be segregable into two operating

segment based on the nature of operation and services rendered.

i. Core hotel business segment: The operation of hotel that includes sale of rooms, food, related
recreational facilities etc. that is directly linked to operation of hotel is considered as major

segment.

ii. Flight catering segment: The Company provides flight catering services to airlines. This is
different nature to the core operating nature of the company, which is operation of hotel and

related facilities to meet its standards.
The financial information about the identified segments are as follows:

(Amount in millions)

Operating Segment Hotel Flight Total
Operation Catering
Revenue
- Food 451.05 609.58 1060.63
- Room 442.42 442.42
- Beverage 49.47 3.15 52.62
- Others 9.60 3.64 13.24
Interest Income 17.66 17.66
Other Income 77.63 77.63
Total Revenue 1,047.83 616.37 1,664.20
Expenses* -
Consumption cost 135.12 152.44 287.56
Employee Benefit Expenses 314.44 184.97 499.41
Management, Operating and Other Expenses 285.88 168.16 454.04
Depreciation and amortization 54.35 5.93 60.28
Interest 0.82 0.82
Total Expenses 790.60 511.50 1,302.10
Segment Result 257.23 104.87 362.10
Income Tax 82.86
Profit for the period 279.24
Segment Assets 2,075.61 151.79 2,227.40
Segment Liabilities** 2,227.40
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4.19

4.20

4.21

*  Directly associated and identifiable segment cost has been reported on actual basis while

common segment costs are allocated based on ratio of segment revenue.

**  Segment wise liabilities have not been prepared due to absence internal reporting system of

segment liability.
Capital Management

Capital includes issued capital and all other reserves attributable to the equity holders of the
company. The Company manages its capital so as to safeguard its ability to continue as a going
concern and to optimize returns to the shareholders. The capital structure of the company is based on
management’s judgement of the appropriate balance of key elements in order to meet its strategic
needs. We consider the amount of capital in proportion to risk and manage the capital structure in

light of changes in economic conditions and the risk characteristics of the underlying assets.

The Company’s aim is to translate profitable growth to superior cash generation through efficient
capital management. The Company's policy is to maintain a stable and strong capital structure with a
focus on total equity so as to maintain investor, creditor, and market confidence and to sustain future
development and growth of its business. The Company's focus is on keeping strong total equity base to
ensure independence, security, as well as a high financial flexibility for potential future borrowings, if
required, without impacting the risk profile of the Company. The Company's will take appropriate
steps in order to maintain, or if necessary adjust, its capital structure. The management monitors the
return on capital as well as the level of dividends to shareholders. The Company’s goal is to continue to
be able to return excess liquidity to shareholders by continuing to distribute dividends in future

periods.

No changes were made in the objectives, policies or processes for managing capital during all the years

reported in this financial statement.
Recomputation and adjustment of management fees and performance allowance

Due to adjustment arising on accounting values of gratuity, leave, staff related costs, recomputation of
management fees and performance allowance has also been adjusted retrospectively to the tune of

15.72 million with corresponding adjustment in payables and advances.
Regrouping and around off

Pursuant to first time adoption of NFRS, figures have been regrouped and rearranged and rounded off

to nearest rupee. Insignificant rounding off differences may exist.
Reconciliation pursuant to first time adoption of NFRS

Reconciliation of adjustments that were made in order to transition to NFRS for the first time is
separately presented in Note 4.22. Adjustments comprise of rectification of accounting errors made in
earlier years, changes in accounting policy from cash basis to accrual basis and NFRS adjustment
arising of first time adoption. These adjustments have been carried out in order to fully comply with

NFRS as prescribed under Section 108 of Company Act 2063.
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Note 4.22: First Time Adoption of NFRS

The financial statements are prepared in accordance with Nepal Financial Reporting Standards (NFRS)
issued by the Accounting Standard Board, Nepal and pronounced by Institute of Chartered Accountants of
Nepal (ICAN) with effect from 1 Shrawan 2074, with a transition date of 1 Shrawan 2073. These financial
statements for the year ended 32 Ashad 2075 are the first the Company has prepared under NFRS. For all
periods up to and including the year ended 31 Ashad 2074 , the Company prepared its financial
statements in accordance with earlier issued Nepal Accounting Standards (hereinafter referred to as

'Previous GAAP').

The adoption of NFRS has been carried out in accordance with NFRS 1, First-time Adoption of NFRS. NFRS
1 requires that all NFRS and interpretations that are issued and effective for the first NFRS financial
statements be applied retrospectively and consistently for all financial years presented. Accordingly, the
Company has prepared financial statements which comply with NFRS for the year ended 32 Ashad 2075,
together with the comparative information as at and for the year ended 31 Ashad 2074 and the opening

NFRS Statement of Financial Position as at 1 Shrawan 2073, the date of transition to NFRS.

In preparing these financial statements in line with NFRS, the Company has availed certain exemptions
and exceptions in accordance with NFRS 1, as explained below. The resulting difference between the
carrying values of the assets and liabilities in the financial statements as at the transition date under
NFRS and Previous GAAP have been recognized directly in equity (retained earnings). This note explains
the adjustments made by the Company in restating its Previous GAAP financial statements, including the
Statement of Financial Position as at 1 Shrawan 2073 and the financial statements as at and for the year
ended 31 Ashad 2074.

A. Exemptions from retrospective application

NFRS 1 allows first-time adopters certain exemptions from retrospective application of certain
requirements under NFRS. The Company has elected to apply the following optional exemptions from
retrospective application:

a) Deemed cost for property, plant and equipment, intangible assets and investment property

The Company has elected to measure all its property, plant and equipment, intangible assets and
investment property at the Previous GAAP carrying amount as its deemed cost on the date of
transition to NFRS.

B. Exceptions to retrospective application

The Company has applied the following exceptions to the retrospective application of NFRS as
mandatorily required under NFRS 1:

a) On assessment of the estimates made under the Previous GAAP financial statements, the
Company has concluded that there is no necessity to revise the estimates under NFRS, as there is
no objective evidence that those estimates were in error. However, estimates that were required
under NFRS but not required under Previous GAAP are made by the Company for the relevant
reporting dates reflecting conditions existing as at that date.

C. Reconciliations

The following reconciliations provide the explanations and quantification of the differences arising from

the transition from Previous GAAP to NFRS in accordance with NFRS 1:

i)  Reconciliation of Equity as at 1 Shrawan 2073.

ii)  Reconciliation of Equity as at 31 Ashad 2074.

iii) Reconciliation of Statement of Profit or Loss and other Comprehensive income for the year ended
31 Ashad 2074.

iv) Adjustments to Statement of Cash Flows.



SOALTEE HOTEL LIMITED

For the period ended on 32 Ashad 2075 (16 July 2018)
Reconciliation of financial statements as per NFRS and NAS

i) Reconciliation of Statement of Financial Position (As at 01 Shrawan 2073)
Audited Restated
Particulars Note | balance as per | Adjustments balance as per
GAAP NFRS
ASSETS
Non-Current Assets
Property, Plant and Equipment 1 883,511,399 (45,675,207) 837,836,192
Intangible Assets 1,792,354 - 1,792,354
Investment Property 1 - 45,675,207 45,675,207
Deferred Tax Assets 2 45,825,010 28,727,833 74,552,843
Investments 3 83,966,538 31,995,572 115,962,110
Trade and Other Receivables 4 - 36,175,371 36,175,371
Total Non-Current Assets 1,015,095,301 96,898,776 1,111,994,077
Current Assets
Inventories 59,791,416 - 59,791,416
Income Tax Receivable - - -
Investment - 100,000,000 100,000,000
Trade and Other Receivables 418,859,226 | (146,097,789) 272,761,437
Prepayments 20,064,399 - 20,064,399
Cash and Cash Equivalent 3 367,787,630 (100,000,000) 267,787,630
Total Current Assets 866,502,671 | (146,097,789) 720,404,882
Total Assets 1,881,597,972 (49,199,012) 1,832,398,960
EQUITY AND LIABILITIES
Equity
Share Capital 526,526,060 - 526,526,060
Reserves and Retained Earnings | 3/4/5 678,730,858 (90,607,474) 588,123,384
Total Equity 1,205,256,918 (90,607,474) 1,114,649,444
Liabilities
Non-Current Liabilities
Loans and Borrowings 6 7,649,215 (963,090) 6,686,125
Employee Benefits 5/6 - 329,280,285 329,280,285
Trade and other payables 5/6 - 11,951,073 11,951,073
Total Non-Current Liabilities 7,649,215 340,268,268 347,917,483
Current Liabilities
Loans and Borrowings 6 - 963,090 963,090
Employee Benefits 5/6 200,395,510 | (173,861,078) 26,534,432
Income Tax Payable 4 31,337,254 (30,829,687) 507,567
Trade and other payables 5/6 436,959,075 (95,132,130) 341,826,945
Total Current Liabilities 668,691,839 | (298,859,805) 369,832,034
Total Liabilities 676,341,054 41,408,463 717,749,517
Total Equity and Liabilities | 1,881,597,972 | (49,199,012) | 1,832,398,960




SOALTEE HOTEL LIMITED
For the period ended on 32 Ashad 2075 (16 July 2018)
Reconciliation of financial statements as per NFRS and NAS

ii)

Reconciliation of Statement of Financial Position (As at 31 Ashad 2074)

Particulars

Note

Audited Balance

Adjustments

Restated Balance

as per GAAP as per NFRS
ASSETS
Non-Current Assets
Property, Plant and Equipment 1 892,925,090 (40,531,296) 852,393,794
Intangible Assets 2,573,366 - 2,573,366
Investment Property 1 - 40,531,296 40,531,296
Deferred Tax Assets 2 45,461,308 36,665,821 82,127,129
Investments 3 83,966,538 89,190,157 173,156,695
Trade and Other Receivables 4 - 48,553,764 48,553,764
Total Non-Current Assets 1,024,926,302 174,409,742 1,199,336,044
Current Assets
Inventories 86,047,125 - 86,047,125
Income Tax Receivable 4 - 1,531,828 1,531,828
Investment 3 - 100,000,000 100,000,000
Trade and Other Receivables 4 553,272,209 (253,011,423) 300,260,786
Prepayments 15,388,182 - 15,388,182
Cash and Cash Equivalent 3 328,113,627 (100,000,000) 228,113,627
Total Current Assets 982,821,143 (251,479,595) 731,341,548
Total Assets 2,007,747,445 (77,069,853) 1,930,677,592
EQUITY AND LIABILITIES
Equity
Share Capital 579,181,300 - 579,181,300
Reserves and Retained 3/4/5 794,112,510 (178,731,601) 615,380,909
Earnings
Total Equity 1,373,293,810 (178,731,601) 1,194,562,209
Liabilities
Non-Current Liabilities
Loans and Borrowings 6 6,686,125 (845,838) 5,840,287
Employee Benefits 5/6 - 362,038,242 362,038,242
Trade and other payables 5/6 - 15,037,661 15,037,661
Total Non-Current Liabilities 6,686,125 376,230,065 382,916,190
Current Liabilities
Loans and Borrowings 6 - 845,838 845,838
Employee Benefits 5/6 195,738,478 (157,222,046) 38,516,432
Income Tax Payable 4 48,757,471 (48,757,471) -
Trade and other payables 5/6 383,271,561 (69,434,638) 313,836,923
Total Current Liabilities 627,767,510 (274,568,317) 353,199,193
Total Liabilities 634,453,635 101,661,748 736,115,383
Total Equity and Liabilities 2,007,747,445 (77,069,853) 1,930,677,592




SOALTEE HOTEL LIMITED
For the period ended on 32 Ashad 2075 (16 July 2018)
Reconciliation of financial statements as per NFRS and NAS

iii)

Reconciliation of Statement of Profit or Loss and Other Comprehensive Income (Fiscal year

2073-74)
Audited balance Restated balance
Particulars Note Adjustments
as per GAAP as per NFRS
Revenue from Operations 1,550,545,762 - 1,550,545,762
Other Income 4 86,345,711 3,627,672 89,973,383
Total Revenue 1,636,891,473 3,627,672 1,640,519,145
Consumption of foods and
282,810,051 - 282,810,051
beverage
Employee Benefit Expenses 528,684,617 78,772,878 607,457,495
Management Fees 42,614,660 (2,395,780) 40,218,880
Operating Expenses 233,350,866 - 233,350,866
Depreciation and amortization
92,003,103 - 92,003,103
expense
Other Expenses 204,061,805 - 204,061,805
Profit From Operations 253,366,371 (72,749,426) 180,616,945
Finance Costs 699,268 - 699,268
Profit Before Tax 252,667,103 (72,749,426) 179,917,677
Income Tax Expense 49,121,173 (7,937,988) 41,183,185
Current Tax 48,757,471 - 48,757,471
Deferred Tax
2 363,702 (7,937,988) (7,574,286)
Expenses/(Income)
Profit from Continuing
203,545,930 (64,811,438) 138,734,492
Operations
Profit /(Loss) on Discontinued
Operations (Net of tax)
Net Profit for the year 203,545,930 (64,811,438) 138,734,492
Other Comprehensive Income
Change in fair value of equity
3 - (173,414) (173,414)
shares
Total Other Comprehensive
- (173,414) (173,414)
Income
Total Comprehensive Income 203,545,930 (64,984,852) 138,561,078

Adjustment to Statement of Cash Flow (For the year ending on 31 Ashad 2074)

Call deposit with banks has been classified as cash and cash equivalent, which was earlier

considered as investing activity. Other than this, this is no material adjustment made to cash flow

statements.




SOALTEE HOTEL LIMITED
For the period ended on 32 Ashad 2075 (16 July 2018)

Explanatory Notes to Reconciliation
1 Property, Plant and Equipment (PPE)

On the date of transition to NFRS, land and building held for capital appreciation and assets provided in

operating lease has been classified as Investment Property which was previously included under PPE.

Depreciation has been charged accordingly thereafter.

2 Deferred Tax
During the transition to NFRS, there has been changes in the carrying amount of various assets and
liabilities which has resulted in changes in deferred tax.

3 Investments

i) Advance amount provided for investment in shares was included in trade and other receivable
under previous GAAP which has been presented along with investment under NFRS.

ii) During the transition to NFRS, investment in shares of companies (except subsidiaries) is
measured at fair value which was at cost in previous GAAP. Resultant impact has been provided
to respective Reserves and Retained Earning.

iii) Under previous GAAP, all term deposits were included in cash and cash equivalent which have
now been presented as investment under NFRS.

4 Trade and Other Receivable

i) During the transition to NFRS, few items of trade and other receivable have been classified as
non-current assets.

ii) Plan assets created for funding of gratuity has been netted off with gratuity liability and advance
tax and income tax liability has been netted off with each other, which were presented separately
under current assets under previous GAAP.

iii) Amount paid for staff voluntary retirement scheme was previously included as deferred
expenditure which has been adjusted to opening retained earnings or profit or loss as applicable.

iv)  Under previous GAAP, subsidized staff loan has been measured at cost. Under NFRS, such loan
has been accounted on amortized cost and accordingly, interest income has been accounted.
Unwinding of discount (difference of amortized cost and transaction cost) is done over the period
of loan.

5 Reserves and Retained Earnings

i) Dividend proposed by the Board was presented as liability in earlier financial statements, which
under NFRS, has been adjusted to retained earnings or profit or loss account, as applicable.

ii) On the date of transition to NFRS, leave liability has been accounted for the first time with total

impact taken to retained earnings. Additional impact in subsequent year has been provided to
Statement of Profit or Loss.
Due to changes in Labour law, gratuity liability is now in form of defined contribution plan
(previously it was in form of defined benefit liability) accordingly, the differential amount of
liability on each year from the amount already accounted for, has been provided in opening
retained earnings on the date of transition. Additional impact in subsequent year has been
provided to Statement of Profit or Loss.

iii) Upon transition to NFRS, incentive management fee and performance allowance was required to
be recalculated due to adjustment arising on accounting values of gratuity, leave and staff
related costs. These have been recomputed and the resultant impact has been provided in
corresponding period either in equity or through profit or loss, as applicable with corresponding
impact to payable or receivable as deemed appropriate.

6 Current and non-current segregation

i) Loan and borrowing as included as single line item previously which has been segregated to
current and non-current portion in NFRS.

ii) Some of the items of trade and other payable has been presented as non-current items in
NFRS.

iii) All employee related liabilities were included in current liabilities included under previous GAAP

have now been segregated to current and non-current portion in NFRS.

D



PKF T. R. Upadhya & Co. PKF

INDEPENDENT AUDITOR’S REPORT
THE SHAREHOLDERS OF SOALTEE HOTEL LIMITED
(GROUP)
Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of Soaltee Hotel Limited and its
subsidiaries (collectively referred to as the “Group”), which comprise the consolidated statement of
financial position as at 32 Ashad 2075 (16 July 2018) and the consolidated statement of profit or loss and
other comprehensive income, consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended, and a summary of significant accounting policies and other explanatory

information.
Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Nepal Financial Reporting Standards (NFRSs), and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements

that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with Nepal Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about

whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Parent Company’s preparation and fair presentation of the consolidated financial
statements 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 the Parent Company and its subsidiaries internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management of the Parent Company, as well as

evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence obtained by us and the audit evidence obtained by the other auditors in
terms of their reports referred to in the Other Matters paragraph below, is sufficient and appropriate to

provide a basis for our audit opinion on the consolidated financial statements.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 32 Ashad 2075 (16 July 2018) and their consolidated

financial performance and cash flows for the year then ended in accordance with Nepal Financial Reporting

Standards.
Other Matters

We did not audit the financial statements and other financial information of 2subsidiaries, whose financial

statements reflect total assets of Rs 289.28 million and net assets of Rs 288.79 million as at 16 July 2018

124, Lal Colony Marg, Lal Durbar, Kathmandu, Nepal

Tel: +977 01 4410927, +977 01 4420026, Fax: +977 014413307 pkf.trunco.com.np

PKF T.R. Upadhya & Co. is a member of the PKF International Limited network of legally independent firms and does not accept any
responsibility for liability for the actions or inactions of any other individual member or firms.



and net profit of Rs 1.44 million and net cash inflows amounting to Rs1.74million for the year then ended.
These financial statements and other financial information have been audited by other auditors whose
reports have been furnished to us by the Management and our opinion on the consolidated financial
statements in so far as it relates to the accounts and disclosures included in respect of these subsidiaries,

are based solely on the report of the other auditors.

Our opinion on the consolidated financial statements and our report on Other Legal and Regulatory
Requirements below, is not modified in respect of the above matters with respect to our reliance on the

work done and the reports of the other auditors.
Report on Other Legal and Regulatory Requirements

We have obtained information and explanations asked for, which, to the best of our knowledge and belief,
were necessary for the purpose of our audit. In our opinion, the consolidated statements of financial
position, profit or loss and other comprehensive income, cash flows and the changes in equity have been
prepared in accordance with the requirements of the Companies Act, 2063 and are in agreement with the
books of account maintained by the Parent Company and its subsidiaries included in the Group; and
proper books of account as required by law maintained by the Parent Company and its subsidiaries
included in the Group including relevant records relating to preparation of the aforesaid consolidated
financial statements have been kept so far as it appears from our examination of those books and records

of the Parent Company and the reports of the other auditors.

To the best of our information and according to explanations given to us and so far appeared from our
examination of the books of account of the Parent Company and the audit reports issued by other auditors
necessary for the purpose of our audit, we have not come across cases where Board of Directors or any
employees of the Parent Company and its subsidiaries have acted contrary to the provisions of law relating
to the accounts, or committed any misappropriation or caused loss or damage to the Group relating to the

accounts in the Parent Company and its subsidiaries.

Shashi Satyal
Shashi Satyal

Partner

PKF T R Upadhya & Co.

Chartered Accountants

Kathmandu, Nepal
15 November 2018
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SOALTEE HOTEL LIMITED
For the period ended on 32 Ashad 2075 (16 July 2018)
Notes to the Consolidated Financial Statements

1.

2.1.
2.1.1.

2.1.2.

General Information

Soaltee Hotel Limited (the Company or SHL) is a limited liability company registered with Office of
Company Registrar as per erstwhile Company Act. Its shares are enlisted with Security Board of Nepal
(SEBON) and listed and traded at Nepal Stock Exchange Ltd. (NEPSE). The registered office of the
Company and the principal place of business is located at Tahachal, Kathmandu, Nepal. Since its
incorporation more than 50 years, SHL has been catering the Tourism sector services with five star
quality hotel facilities from the date of commercial operation. SHL has invested in two subsidiaries
namely H I Soaltee Hotel Company Pvt. Ltd. and Soaltee Hospitality Ltd. for expanding its hotel
business. Through Soaltee Hospitality Ltd., wholly owned subsidiary, it has also invested in Soaltee
Sibkrim Hotels and Resorts Pvt. Ltd. with 24% share in the company.

Holiday Inns (China) Limited, an Intercontinental Hotels Group (IHG) owned company operates the
282 saleable rooms ranging from Deluxe, Club to Suites under the Hotel Management Agreement with
the Company. The Company also operates a LSG Sky Chef - Flight Catering Unit under a Technical
Assistance Agreement with LSG Catering Hong Kong Limited, Hong Kong.

The consolidated financial statements is prepared by consolidating the financial statements of Soaltee
Hotel Limited (the Parent or SHL), H I Soaltee Hotel Company Pvt. Ltd. (Subsidiary with 72.63%
holding) and Soaltee Hospitality Ltd. (100% Subsidiary), collectively stated as “the Group” hereinafter.
The Group’s principal activity is to invest in hotel industry. The Group has invested hotels in
Kathmandu and Nepalgunj.

The Consolidated Financial Statements were authorized for issue by the meeting of the Board of
Directors on 15 November 2018 (29 Kartik 2075) and has recommended for approval by shareholders

in the Annual General Meeting.

Significant Accounting Policies
Basis of Preparation

Statement of Compliance

The consolidated financial statements are prepared in accordance with Nepal Financial Reporting
Standards (NFRS) as issued by Accounting Standard Board Nepal and pronounced by The Institute of
Chartered Accountants of Nepal.

These financial statements for the year ended 32 Ashad 2075 are the first that the Group has
prepared as per NFRS. For all periods up to and including the year ended 31 Ashad 2074, Group
prepared its financial statements in accordance with earlier applicable Nepal Accounting Standards.
The financial statements for the year ended 31 Ashad 2074 and the opening Statement of Financial
Position as at 1 Shrawan 2073 have been restated in accordance with NFRS for comparative
information. Reconciliations and explanations of the effect of the transition from NAS to NFRS on the
Group's statement of Financial Position, Statement of Profit or Loss and Other Comprehensive Income

and Statement of Cash Flows are separately provided in Note 4.22.
Basis of Measurement

These consolidated financial statements are prepared under historical cost convention except for the

following material items:

Investment in shares of entities other than subsidiaries, which have been measured at fair
value

Staff loans provided at subsidized interest rate, which have been measured at amortized cost.



Other long term liabilities (leave liability), which has been measured at present value of the
obligation
2.1.3. Critical Accounting Estimates
The preparation of the consolidated financial statements in conformity with Nepal Financial Reporting
Standards (NFRS) requires the use of certain critical accounting estimates and judgments. It also
requires management to exercise judgment in the process of applying the Group’s accounting policies.
The Group makes certain estimates and assumptions regarding the future events. Estimates and
judgments are continuously evaluated based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. In the
future, actual result may differ from these estimates and assumptions. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts of

assets and liabilities within the next financial year are:

a) Useful life of property, plant and equipment
Management reviews the useful life and residual values of property, plant and equipment at the
end of each reporting period. Such life are dependent upon an assessment of both the technical
life of the assets and also their likely economic life, based on various internal and external factors

including relative efficiency and operating costs.

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

mentioned factors could impact on the carrying value of assets.

c) Recognition of deferred tax

Significant management judgment is required to determine the amount of deferred tax assets that
can be recognized, based upon the likely timing and the level of future taxable profits together
with future tax planning strategies. The Group based its assumptions and estimates on
parameters available when the financial statements were prepared. Existing circumstances and
assumptions about future developments, however, may change due to market changes or
circumstances arising beyond the control of the Group.

Deferred tax is calculated on temporary differences using a known future tax rate. Deferred tax
assets are recognized in respect of all temporary differences giving rise to deferred tax assets

where the management believes it is probable that these assets will be recovered.

d) Other long term employee benefits
Significant judgment is required to determine the estimated liability that shall arise on part of
unused/accumulated leave by the staff and which is generally paid out on retirement or
termination of employment. Valuation of such is done by qualified actuary using assumption like

interest rate, rate of increase in annual compensation, remaining service period etc. Factors



2.1.4.

2.2.

2.2.1.

2.2.2

2.2.3

considered may change depending on market changes or legal changes which are beyond the

control of the Group.

Functional and Presentation Currency

The Consolidated financial statements are prepared and presented in Nepalese Rupees (Rs.), which is
also the Group’s functional currency.

Accounting Policies

The principal accounting policies adopted in the preparation of the financial statements are set out
below. The policies have been consistently applied to all the years presented, unless otherwise stated.
The preparation of financial statements requires the use of certain accounting estimates. The areas
where significant judgments and estimates have been made in preparing the financial statements and

their effects are disclosed in relevant areas.
Basis of Consolidation

Where the Group has the power, either directly or indirectly, to govern the financial and operating
policies of another entity or business so as to obtain benefits from its activities, it is classified as a
subsidiary. The consolidated financial statements present the results of the Group and its

subsidiaries (“the Group”) as if they formed a single entity.

Consolidation of financial statements of subsidiaries has been done in line with NFRS 10:
Consolidated Financial Statements. In preparing the consolidated financial statements, the financial
statements are combined line by line by adding the like items of assets, equity, income, expenses and
cash flows of the parent with those of its subsidiaries. The carrying amount of the parent’s investment
in subsidiary and the parent’s portion of equity of subsidiary are eliminated. All intra group assets
and liabilities, equity, income, expenses and cash flows relating to SHL has opted for carve out
alternative accounting treatment issued by ICAN relation to use uniform accounting policies for like
transactions in consolidation of financial statements. Under the carve out alternative treatment, the
investment made in associate by SHL’s fully owned subsidiary is measured at cost instead of

measuring it using equity method.
Associates

Profits or losses arising on transactions between the Group and its associates are recognized only to
the extent of unrelated investors' interests in the associate. The investor's share in the associate's
profits and losses resulting from these transactions is eliminated against the carrying value of the

associate.

Any premium paid for an associate above the fair value of the Group's share of the identifiable assets,
liabilities and contingent liabilities acquired is capitalized and included in the carrying amount of the
associate. Where there is objective evidence that the investment in an associate has been impaired the
carrying amount of the investment is tested for impairment in the same way as other non-financial

assets.

Investment in associates of the subsidiaries are recorded at cost in line with the carve out issued by

ICAN for alternative accounting treatment as described in note 2.2.1.
Financial Assets and Financial Liabilities
i. Recognition

The Group initially recognizes financial assets on trade date which is the date on which the Group

becomes a party to the contractual provisions of the instruments.



ii.

A financial asset or financial liability is measured initially at fair value plus, or an item not at fair
value through profit or loss, transactions costs that are directly attributable to its acquisition or

issue.
Classification and Measurement
Financial Assets

The classification and measurement of financial assets depend on how these are managed (the
entity’s business model) and their contractual cash-flows characteristics. These factors determine
whether the financial assets are measured at amortized cost, fair value through other

comprehensive income (‘FVOCT’) or fair value through profit or loss (‘FVPL’).

At amortized cost:

Financial assets at amortized cost are non-derivative financial assets with fixed or
determinable payments for which the Group has intent and ability to hold till maturity. They
are initially recognized at fair value plus any directly attributable transaction cost.
Subsequent to initial recognition, such financial assets are measured at amortized cost using
effective interest rate method less any impairment losses.

At fair value through profit or loss:

Financial assets are classified at fair value through profit or loss if the company manages
such instruments and makes purchases and sales decisions based on its fair value.
Attributable transaction costs and changes in fair value are taken to revenue.

At fair value through other comprehensive income:

Financial assets at FVOCI are non-derivative financial assets that are not classified in any of
the above category. Financial assets at FVOCI are recognized initially at fair value plus any
directly attributable transaction cost. Subsequent to initial recognition, financial assets are
measured at fair value, as far as such fair value is available, and changes therein, which are
recognized in other comprehensive income and presented in the fair value reserve in equity.
When an investment is derecognized, gain or loss accumulated in equity is reclassified to

retained earnings.

Financial Liabilities

All financial liabilities are recognized initially on the trade date, which is the date that the Group

becomes a party to the contractual provisions of the instrument. Subsequent to initial recognition,

these financial liabilities are measured at amortized costs using effective interest rate method.

iii.

Derecognition
Financial Assets

The Group derecognizes a financial assets when the contractual rights to the cash flow from the
financial assets expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risk and rewards of the ownership of the financial
assets are transferred or in which the Group neither transfer nor retains substantially all of the risk

and rewards of the ownership and it does not retain control of the financial assets.

On derecognition of a financial assets, the difference between the carrying amount of the assets (or

the carrying amount allocated to the portion of the assets derecognized) and the sum of (i) the



iv.

vi.

vii.

consideration received (including any new assets obtained less any new liability assumed) and (ii)
any cumulative gain or loss that had been recognized in Other Comprehensive Income (OCI) is

recognized in retained earnings.
Financial Liabilities

The Group derecognizes a financial liability when its contractual obligations are discharged or

cancelled or expired.

Offsetting
The financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when and only when, the Group has a legal right to set off the amounts and it
intends either to settle them on a net basis or to realize the asset and settle the liability
simultaneously.
Amortized cost measurement
The 'amortized cost' of a financial asset and financial liability is the amount at which the financial
asset or financial liability is measured at initial recognition, minus principal repayments, plus or
minus the cumulative amortization using the effective interest method of any difference between
initial amount recognized and the maturity amount minus any reduction for impairment.
Fair value measurement
Fair value of a financial instrument is the amount for which an asset could be exchanged, or a
liability settled, between knowledgeable, willing parties at an arm’s length transaction. Quoted market
values represent fair value when a financial instrument is traded in an organized and liquid market.
Where quoted market values are not available, fair values are estimated by other techniques.
Identification and measurement of impairment
Financial assets
At each reporting date the Group assesses the objective evidence that a financial asset or group of
financial assets is impaired or not. A financial asset or a group of financial assets is impaired and
impairment losses are incurred only if there is objective evidence of impairment as a result of one or
more events that occurred after the initial recognition of the asset and that loss event has an impact
on the estimated future cash flows of the financial assets or group of financial assets that can be
reliably estimated.
Objective evidence that financial assets are impaired includes:

significant financial difficulty of the debtor

breach of contract, such as default or delinquency by a debtor

observable data relating to a group of assets such as adverse changes in the payment status of

debtor

The amount of loss is measured as the difference between the asset's carrying amount and amount
the management considers it as recoverable on the basis of financial position of the party and
appropriate estimation made by the management. Receivables considered as less likely to be received

are provided allowance for loss and charged to Statement of Profit or Loss.

In addition, for an investment in an unquoted equity security, a significant or prolonged decline in its

net worth is objective evidence of impairment.

Impairment losses are recognized in Statement of Profit or Loss and reflected in an allowance account
against debtors. Impairment losses on equity investment are routed through Statement of OCI.

Interest on the impaired assets continues to be recognized through the unwinding of the discount. If

— N}



an event occurring after the impairment was recognized causes the amount of impairment loss to
decrease, then the decrease in impairment loss is reversed through income statement (OCI in case of

available for sale investment).

If, in a subsequent period, the fair value of an equity investments increases and the increase can be
related objectively to an event occurring after the impairment loss was recognized, then the impairing

loss is reversed through profit or loss; otherwise, any increase in fair value is recognized through OCI.
2.2.4 Impairment of Non Financial Assets

Non-financial assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the
amount by which the assets carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset's fair value less cost and value in use. An impairment loss is
recognized in Statement of Profit or Loss. Provisions against impairment are reviewed at each
reporting date and adjusted to reflect the current best estimates. Impairment charges are included in
profit or loss except to the extent they reverse gains previously recognized in Other Comprehensive

Income.
2.2.5 Foreign currency

Transactions entered into by the Group entities in a currency other than the currency of the primary
economic environment in which they operate (the "functional currency" is Rs.) are recorded at the
rates ruling when the transactions occur. Foreign currency monetary assets and liabilities are
translated at the rates ruling at the reporting date. Exchange differences arising on the retranslation

of unsettled monetary assets and liabilities are recognized immediately in profit or loss.
2.2.6 Property, plant and equipment

Items of property, plant and equipment are initially recognized at cost. Cost includes the purchase
price and other directly attributable costs as well as the estimated present value of any future
unavoidable costs of dismantling and removing items. The corresponding liability is recognized within
provisions. Subsequent expenditure is capitalized only when it is probable that future economic
benefits associated with the expenditure will flow in to the Group. Ongoing repair and maintenance

are expensed as incurred.

The Group identifies and determines cost of each component/ part of the asset separately, if the
component/ part has cost which is significant to the total cost of the asset having useful life that is
materially different from that of the remaining asset. These components are depreciated over their

useful lives; the remaining asset is depreciated over the life of the principal asset.

The residual values, useful lives and methods of depreciation of property, plant and equipment are

reviewed at each reporting date and adjusted prospectively.

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

asset is derecognized.

On transition to NFRS, the Group has elected to continue with the carrying value of all of its property,

plant and equipment recognized as at 31 Ashad 2073 measured as per the previous NAS and use that



2.2.7

carrying value as the deemed cost of the property, plant and equipment as on 1 Shrawan 2073 in line

with provisions of NFRS.
Capital Work in Progress

Assets in the course of construction are capitalized in the assets under capital work in progress
(CWIP). At the point when an asset is operating at management’s intended use, the cost of
construction is transferred to the appropriate category of property, plant and equipment and

depreciation commences.
Salvage Value

The Group has assessed the salvage value of all its property, plant and equipment to be 5% of its
original cost. For the assets that have been carried forward since previous years and for which the fair
value has been considered as deemed cost as at 1 Shrawan 2073, salvage value is considered at 5% of

deemed cost.
Depreciation

Freehold land is not depreciated. 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 carrying value over the expected useful economic lives.
Items of property, plant and equipment are depreciated on Straight Line Method over their useful life.

Management of the Group has assessed useful life of the following category of assets as mentioned.

Category of Assets Estimated useful life
Building 35 - 70 years

Other civil structures 20 - 35 years

Plant and machinery 10 - 30 years

Vehicle 10 - 20 years
Computer and accessories 7 years

Office Equipment 10 years

Furniture, fixture and furnishing 10 years

There are assets whose useful life is complete on the date of first time adoption of NFRS which are
still in use. Management expects that such assets shall be used for three more years; accordingly, the
remaining amount of assets on the date of transition to NFRS is depreciated in subsequent three

years.
Intangible Assets
Computer Software

Purchased computer software licenses are capitalized on the basis of the costs incurred to acquire

and bring to use the software. These costs are amortized over the estimated useful lives.

On transition to NFRS, the Group has elected to continue with the carrying value of all of its
intangible assets recognized as at 31 Ashad 2073 measured as per the previous NAS and use that

carrying value as the deemed cost of the intangible assets as on 1 Shrawan 2073.



Amortization

Amortization is charged to the income statement on a straight-line basis over the estimated useful
lives of intangible assets. The estimated useful life is of computer software is considered to be five

years.
2.2.8 Investment Property

The Group holds certain assets (land and building) for purpose other than its core operating function.

Such assets are classified as investment property.

Items of investment property are initially recognized at cost. Cost includes the purchase price and
other directly attributable costs as well as the estimated present value of any future unavoidable costs
of dismantling and removing items. The corresponding liability is recognized within provisions.
Subsequent expenditure is capitalized only when it is probable that future economic benefits
associated with the expenditure will flow in to the Group. Ongoing repair and maintenance are

expensed as incurred.

When an item of property, plant and equipment becomes an investment property following a change
in its use, any difference arising at the date of transfer between the carrying amount of the item and
its fair value is recognized directly in equity if it is a gain. Upon disposal of the item, the gain is

transferred to retained earnings. Any loss is recognized in statement of profit or loss.

Incomes arising from use of investment property by third parties are recognized as lease income from
operating lease. Lease income is recognized as per the terms of contract with parties. The Group has
opted to use the carve out provided by ICAN regarding recognizing income from operating lease on
annual basis as per contractual terms, whereas NAS 17: Leases require such amount opt be

accounted on Straight line basis.

On transition to NFRS, the Group has elected to continue with the carrying value of all of its
investment property recognized as at 31 Ashad 2073 measured as per the previous NAS and use that

carrying value as the deemed cost as on 1 Shrawan 2073.
Salvage Value

Group has assessed the salvage value of its depreciable investment property to be 5% of its original
cost. For the assets that have been carried forward since previous years and for which the fair value
has been considered as deemed cost as at 1 Shrawan 2073, salvage value is considered at 5% of

deemed cost.
Depreciation

Land that form part of investment property is not depreciated. Depreciation is provided on other items

of investment property so as to write-off their carrying value over the expected useful economic lives.

Depreciable investment properties are depreciated on Straight Line Method over their useful life.

Management considered the useful life of investment property to be of 55 years.
2.2.9 Investments

Investments in shares of the companies are classified as either at amortized cost or at fair value. The
classification of investment and its subsequent measurement is dependent on the business model for

managing such investments and contractual cash flow characteristics.

Investments are measured at fair value unless measured at amortized cost. Investments are measured

at amortized cost if such investment is held with in order to collect contractual cash flows and



2.2.10

2.2.11

2.2.12

2.2.13

2.2.14

contractual terms of the financial asset give rise on specified dates to cash flows that are solely

payments of principal and interest on the principal amount outstanding.

Subsequent changes in the investments measured at amortized cost are charged to Profit or Loss.
Investments measured at fair value opting the routing through Other Comprehensive Changes, at
initial recognition, for adjusting the changes in fair value are charged through Other Comprehensive
that forms part of the equity of the Company. Changes in fair value of other investments are charged

to Profit or Loss.

Inventories

Stock of food, beverages, store and operating supplies are initially recognized at cost and
subsequently at the lower of cost and net realizable value. Net realizable value is the estimated selling
price in the ordinary course of business, less the variable selling expenses.

The cost is determined on weighted average method and includes expenditure incurred directly in

acquiring the inventories and bringing them to their present location and condition.
Cash and cash equivalents

Cash and cash equivalents comprises cash balances, call deposits and other short term highly liquid
investments. For the purpose, any cash placement deposits, call deposit or other highly liquid items

with the maturity period of 90 days from the date of transaction is considered as cash equivalent.
Trade and other receivables
Trade and other receivables are stated at transaction value less allowance for impairment.

Staff loan are measured at amortized cost. Discounting rate has been arrived by considering
comparable market rates of similar types of loan. Difference of amortized value and book value of loan

is charged to profit or loss for the period of staff loan.
Share capital

Financial instruments issued by the Group are classified as equity only to the extent that they do not
meet the definition of a financial liability or financial asset. The Group’s equity shares are classified as

equity instruments.
Employee Benefits

Employee benefits are either defined benefit plan or defined contribution plan. Employee benefits of
the company comprise of gratuity, provident fund and accumulated leave. These benefits are provided
as per the Employee Service Manual and Collective Bargaining Agreement between Employee Union

and the Company.
Provident Fund-Defined Contribution Plan

Companies of the Group pays pre-defined amount to Employee Provident Fund and does not have any
legal or constructive obligation to pay additional amount in future. Contributions to Provident fund

are charged to the statement of profit or loss in the year to which they relate.
Gratuity-Defined Contribution Plan

Group is required to pay pre-defined amount to Social Security Fund as gratuity to employees. Till
previous year, gratuity was in the nature of defined benefit plan with employees receiving the amount
on the completion of employment based on the years of service and the recent remuneration. Changes

in Labour Act has not fixed the amount to be paid on each month and instead require Company to



deposit an amount calculated @8.33% of basic salary directly to specific fund account on monthly
basis. The amount presented in financial statements is the actual liability of gratuity at each reporting

date.
Short term and long-term employment benefits

A liability is recognized for benefits accruing to employees in respect of wages and salaries, annual
leave and sick leave in the period the related service is rendered at the undiscounted amount of the

benefits expected to be paid in exchange for that service.

Liabilities recognized in respect of short-term employee benefits are measured at the undiscounted

amount of the benefits expected to be paid in exchange for the related service.

Accumulated leaves, encashment of which are not expected to occur within twelve months after the
end of the period in which the employee renders the related services are recognized as a liability at the

present value of the obligation as at the reporting date determined based on an actuarial valuation.
2.2.15 Income Tax
Deferred Tax

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will
be available against which the asset can be utilized. The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and reduced to the extent that it is no longer probable

that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

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 that are

expected to apply in subsequent periods.
Current Tax

Current tax is the expected tax payable on the taxable income for the year using tax rates at the
balance sheet date and any adjustment to tax payable in respect of previous years. Current tax is
calculated reasonably in accordance with the provisions of Income tax Act as per management

assumption and bet judgment.

General corporate tax rate is 25%. The Company is entitled to a rebate of 15% on the General tax rate
as per the provisions of Income Tax Act 2058, accordingly, tax rate applicable for the company is

21.25% (previous year rate was 21.25%).
2.2.16 Revenue

Revenue is recognized only when it is probable that the future economic benefits will flow to the group
and that revenue and associated costs incurred or to be incurred can be reliably measured. Revenue
is measured at the fair value of the consideration received or receivable net of Value Added Taxes,

Civil Aviation Fee and Service Charges where applicable.
Revenue from Sale of Services

Revenue is recognized at the time of delivery of services and is stated net of Value Added Tax (VAT)
and Service Charges. Revenue from LSG Sky Chef -Flight Catering Unit sales is stated net of Civil

Aviation Fee & Service charge.



2.2.17

2.2.18

Revenue from package sales is disclosed net of credits and refunds, included as part of the package.
Service Charge

Income from service charges is recognized on accrual basis net of contribution to be made to the Hotel
Association Nepal (HAN) and the Employees as per Labour Rules as per the previous agreement

between HAN and representatives of the Employees Union.
Dividend

Dividend income from investment in shares is recognized when the right to receive the payment is

established.
Other Income

Other income are recognized on accrual basis when there are reasonable basis to ascertain the
amount and there is reasonable basis for recoverability except for certain privilege membership fee

and training fees, which are insignificant to the total revenue.
Expenses

Expenses are accounted on accrual basis where there are reasonable basis to estimate ascertain the

obligation and rationality of such obligation.
Management Fee

Management fee payable to Holiday Inns (China) Limited for hotel operation is based on fixed
percentage of the adjusted Gross Revenue and Gross Operating Profit as specified in the Hotel

Management Agreement.
License Fee

License fees payable in relation to technical assistance to LSG Catering Hong Kong Limited, to operate
the Flight Catering Unit under the brand name of LSG Sky Chefs’ is based on a fixed percentage of

the Net Sales Value as specified in the Technical Assistance Agreement.
Employee Bonus

Employee bonus is provided in line with the provisions of Bonus Act 2030 BS.
Lease

The determination of whether an arrangement is (or contains) a lease is based on the substance of the
arrangement at the inception of the lease. The arrangement is, or contains, a lease if fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a

right to use the asset or assets, even if that right is not explicitly specified in an arrangement.

A lease is classified at the inception date as a finance lease or an operating lease. For arrangements
entered into prior to 1 Shrawan 2073 the Company has determined whether the arrangement contain

lease on the basis of facts and circumstances existing on the date of transition.

SHL has entered into operating lease arrangement for use of property at LSG Flight Kitchen. The lease
rental is adjusted for inflation rate periodically and the same amount is booked as operating lease
expenses, which the Group believes is more representative than the straight line method, in line with

para 33 of NAS 17: Leases.

Group has entered into operating lease arrangement allowing to use its facilities and infrastructures

to third parties. The lease rental is adjusted for inflation rate periodically and the same amount is



booked as operating lease income, which the Company believes is more representative than the

straight line method, in line with para 50 of NAS 17: Leases.
2.2.19 Provisions

The Group applies NAS 37 Provisions, Contingent Liabilities and Contingent Assets in accounting for

non-financial liabilities.

Provisions are recognized for present obligations arising as consequences of past events where it is
more likely than not that a transfer of economic benefit will be necessary to settle the obligation,

which can be reliably estimated. Provision is made for the anticipated costs when an obligation exists.
2.2.20 Current versus non-current classification

The Group 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 Group classifies an asset as current when it is:

- Expected to be realized or intended to sold or consumed in normal operating cycle

- Held primarily for the purpose of trading

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

- Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at

least twelve months after the reporting period.
All other assets are classified as non-current.
The Group classifies a liability as current when:
e It is expected to be settled in normal operating cycle
e Itis held primarily for the purpose of trading
e It is due to be settled within twelve months after the reporting period, or

e There is no unconditional right to defer the settlement of the liability for at least twelve months

after the reporting period.
The Group classifies all other liabilities as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.
2.2.21 Segment Reporting

The Group’s segmental reporting is in accordance with NFRS 8 Operating Segments. Operating
segments are reported in a manner consistent with the internal reporting provided to the Company's
management of the Group, which is responsible for allocating resources and assessing performance of
the operating segments. All transactions between business segments are conducted on an arm's
length basis, with intra-segment revenue and costs being eliminated centrally. Income and expenses

directly associated with each segment are included in determining business segment performance.
2.2.22 Operating Cycle

The Company considers its operating cycle to be of 12 months.
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SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)
Notes to the Consolidated Financial Statements

Note 3.2: Intangible Assets

Amount in Rs.

Particulars Software Total

Cost

Balance at 01.04.2073* 10,795,649 10,795,649
Addition 2,130,794 2,130,794
Disposal/Transfer - -
Balance at 31.03.2074 12,926,443 12,926,443
Addition 125,000 125,000
Disposal - _
Balance at 32.03.2075 13,051,443 13,051,443
Amortization

Balance at 01.04.2073 9,003,295 9,003,295
Charge for the year 1,349,782 1,349,782
Disposal - -
Balance at 31.03.2074 10,353,077 10,353,077
Charge for the year 888,689 888,689
Disposal - -
Balance at 32.03.2075 11,241,766 11,241,766

Net Book Value

At 01.04.2073 1,792,354 1,792,354
At 31.03.2074 2,573,366 2,573,366
At 32.03.2075 1,809,677 1,809,677

The Group has availed exemption provided in NFRS 1 and elected to measure all item of intangible Assets

outstanding at the closure of previous year as deemed cost being its fair value for the purpose of NFRS.




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)

Notes to the Consolidated Financial Statements

Note 3.3: Investment Property

Amount in Rs.

Particulars Freehold Land Building Total

Cost

Balance at 01.04.2073* 7,965,724 109,516,634 117,482,358
Addition - - -
Disposal/Transfer (3,258,437) - (3,258,437)
Balance at 31.03.2074 4,707,287 109,516,634 114,223,921
Addition - - -
Disposal - - -
Balance at 32.03.2075 4,707,287 109,516,634 114,223,922

Amortization
Balance at 01.04.2073 - 71,807,151 71,807,151
Charge for the year - 1,885,474 1,885,474
Disposal - - -
Balance at 31.03.2074 - 73,692,625 73,692,625
Charge for the year - 1,000,965 1,000,965
Disposal - - -
Balance at 32.03.2075 - 74,693,590 74,693,590
Net Book Value

At 01.04.2073 7,965,724 37,709,483 45,675,207
At 31.03.2074 4,707,287 35,824,009 40,531,296
At 32.03.2075 4,707,287 34,823,044 39,530,332

The Group has availed exemption provided in NFRS 1 and elected to measure all item of Investment

Property outstanding at the closure of previous year as deemed cost being its fair value for the purpose of

NFRS.

Note 3.4: Deferred Tax Assets

Deferred tax is calculated on temporary differences using known future tax rate effective to the Company.

Deferred tax assets are recognized in respect of all temporary differences giving rise to deferred tax assets

where the management believes it is probable that these assets will be recovered.

Amount in Rs.

Particulars

Credit/(Charge)

Credit/(Charge)

01.04.2074 32.03.2075
to SOPL to OCI
Fixed Assets (1,211,548) (11,171,252) - (12,382,800)
Gratuity Provision 56,409,899 (3,295,104) - 53,114,795
Provision for leave 20,523,228 1,615,426 - 22,138,654
Trade and Other Receivable 6,405,550 311,428 - 6,716,978
Total 82,127,129 (12,539,502) - 69,587,627
Credit/(Charge) | Credit/(Charge)
Particulars 01.04.2073 31.03.2074
to SOPL to OCI
Fixed Assets (1,775,400) 563,852 - (1,211,548)
Gratuity Provision 51,396,232 5,013,667 - 56,409,899
Provision for leave 18,575,829 1,947,399 - 20,523,228
Trade and Other Receivable 6,356,182 49,368 - 6,405,550
Total 74,552,843 7,574,286 - 82,127,129




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)
Notes to the Consolidated Financial Statements

Note 3.5: Investments

Amount in Rs.

Particulars 32.03.2075 31.03.2074 01.04.2073
Non-Current
At Amortized Cost - - -
At Fair Value Through Profit or Loss - - -
At Fair Value Through OCI 273,627,323 162,406,695 105,212,110
Total 273,627,323 162,406,695 105,212,110
Current
At Amortized Cost 80,000,000 110,000,000 110,000,000
At Fair Value Through Profit or Loss - - -
At Fair Value Through OCI - - -
Total 80,000,000 110,000,000 110,000,000
Investment comprises the following:
At Amortized Cost (A) 32.03.2075 31.03.2074 01.04.2073
Term Deposit 80,000,000 110,000,000 110,000,000
Total Investment at Amortized Cost 80,000,000 110,000,000 | 110,000,000
At Fair Value Through OCI (B)
Investment in Associates
H I Soaltee Management Co. Limited (2,600 shares 16,538 16,538 16,538
of HK$ 1)
Less: allowance for impairment (16,538) (16,538) (16,538)
Net investment - - -
Soaltee Sibkirm Hotels and Resorts Pvt. Ltd. 261,840,000 150,640,000 93,272,000
Sub-total 261,840,000 150,640,000 93,272,000
Investment in other Entities
Himal International Power Corp. Pvt. Ltd. 11,787,323 11,766,695 11,940,110
(100,000 shares of Rs. 100 each)
Sub-total 11,787,323 11,766,695 11,940,110
Total Investment through OCI 273,627,323 162,406,695 105,212,110
Proportion of voting rights
Soaltee Sibkirm Hotels and Resorts Pvt. Ltd. 24% 24% 24%
H I Soaltee Management Co. Limited 26% 26% 26%

Himal International Power Corp. Pvt. Ltd.

6%

6%

6%

The net worth of H I Soaltee Management Co. Ltd. is negative since many years and accordingly, impairment

has been accounted.




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)

Notes to the Consolidated Financial Statements

Note 3.6: Trade and Other Receivable

Particulars 32.03.2075 31.03.2074 01.04.2073
Non-Current
Other Receivable 7,051,419 7,051,419 7,051,419
Deposit for Appeal 2,992,083 2,992,083 2,992,083
Deposits 3,421,504 3,346,504 3,618,065
Loans and advances to Employees 41,030,583 38,960,295 28,518,068
Deferred Employee Benefit Expenses 3,753,184 3,274,882 1,067,155
Total 58,248,773 55,625,183 43,246,790
Less: Allowance for impairment (7,051,419) (7,051,419) (7,051,419)
Total 51,197,354 48,573,764 36,195,371
Current
Trade Receivable
Trade Receivable 260,668,900 241,228,014 263,818,845
Less: allowance for impairment (24,557,890) (23,092,345) (22,860,028)
Trade Receivable-Net 236,111,010 218,135,669 240,958,817
Other Receivable
Loans and advances to Employees 14,953,517 14,482,760 9,989,886
Loans and advances to Other 13,213,876 17,294,859 5,732,303
Advances to contractor and suppliers 10,206,963 39,512,850 15,688,094
Management Fees Recoverable 8,047,756 9,630,647 -
Others 294,130 - -
Deferred Employee Benefit Expenses 1,379,847 1,204,001 392,337
Total Other Receivable 48,096,089 82,125,117 31,802,620
Total 284,207,099 300,260,786 272,761,437

Additional information on other receivable included in non-current receivable is provided in Note 4.10.

Trade receivables are normally collected as per credit terms with the parties, generally within a period of 90

days. Trade receivable is non-interest bearing.

Note 3.7: Inventories

Particulars 32.03.2075 31.03.2074 01.04.2073
Stores and Spares 14,167,943 9,454,770 7,904,009
Provision, Beverage and Others 21,811,802 23,197,342 20,661,478
Uniform and Linen 24,059,452 28,724,105 8,991,949
Crockery, Cutlery etc. 28,546,740 24,670,908 22,233,980
Total 88,585,937 86,047,125 59,791,416
Note 3.8: Cash and Cash Equivalent

Particulars 32.03.2075 31.03.2074 01.04.2073
Cash in Hand 2,954,082 2,394,625 1,877,776
Cheque in Hand 236,398 294,300 14,278,089
Balances with Bank 183,062,239 240,552,997 266,264,606
Total 186,252,719 243,241,922 282,420,471




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)
Notes to the Consolidated Financial Statements

Note 3.9: Share Capital

Amount in Rs.

Particulars

32.03.2075 |

31.03.2074 |

01.04.2073

Authorized Share Capital

150,000,000 Shares of Rs. 10/- each

1,500,000,000 |

1,500,000,000 | 1,500,000,000

Issued Share Capital

75,000,000 Shares of Rs. 10/- each 750,000,000 | 750,000,000 | 750,000,000
Subscribed and Fully Paid up
66,606,374 Shares of Rs.10/- each 666,063,740 579,181,300 526,526,060
Total 666,063,740 579,181,300 526,526,060
Reconciliation of no. of shares outstanding

Particulars 32.03.2075 31.03.2074 01.04.2073
Balance at the beginning of the year 57,918,130 52,652,606 42,121,768
Add: Bonus Issue 8,688,244 5,265,524 10,530,838
Add: Right Issue - - -
Balance at the end of year 66,606,374 57,918,130 52,652,606
Details of Shareholding
Major Corporate Shareholders 69% 69% 69%
General Shareholders 31% 31% 31%
Note 3.10: Retained Earning and Reserves

Particulars 32.03.2075 31.03.2074 01.04.2073
Share Premium 16,000,000 16,000,000 16,000,000
Other Reserve 7,288,761 7,288,761 7,288,761
Revaluation Reserve 35,198,427 35,198,427 35,198,427
Fair Value Reserve for Equity Investment 1,787,324 1,766,696 1,940,110
Retained Earnings 720,771,637 563,238,336 535,150,064
Total 781,046,149 623,492,220 595,577,362
Note 3.11: Non-Controlling Interest

Particulars 32.03.2075 31.03.2074 01.04.2073
Share Capital 3,563,600 3,563,600 3,563,600
Retained Earnings 3,518,525 3,084,714 2,813,909
Total 7,082,125 6,648,314 6,377,509
Note 3.12: Loans and Borrowings

Particulars 32.03.2075 | 31.03.2074 | 01.04.2073
Non-Current
Bank loans
Secured- Hire Purchase 4,994,449 5,840,287 6,686,125
Total 4,994,449 5,840,287 6,686,125
Current
Current portion of Hire Purchase Loan 845,838 845,838 963,090
Total 845,838 845,838 963,090
Note 3.13: Employee Benefits

Particulars 32.03.2075 | 31.03.2074 | 01.04.2073
Non-Current
Gratuity 317,491,891 302,770,945 288,131,014
Less: Plan Assets (67,539,915) (37,312,598) (46,266,393)
Net Gratuity Liability 249,951,976 265,458,347 241,864,621
Accumulated Leave 104,181,901 96,579,895 87,415,664
Total 354,133,877 362,038,242 329,280,285
Current
Salary and Wages Payable 16,210,711 13,249,722 12,809,465
Bonus Payable 36,209,969 25,266,710 13,724,967
Total 52,420,680 38,516,432 26,534,432




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)

Notes to the Consolidated Financial Statements

Note 3.14: Income Tax Receivable/(Payable)

Amount in Rs.

Particulars 32.03.2075 31.03.2074 01.04.2073
Advance Income Tax 60,725,906 51,092,748 31,100,031
Income Tax liability (70,870,345) (49,108,866) (31,588,551)
Total (10,144,439) 1,983,882 (488,520)
Note 3.15: Trade and Other Payable
Particulars 32.03.2075 | 31.03.2074 | 01.04.2073

Non-Current

Retention and Security Deposit 14,452,666 8,975,310 8,100,367
Unclaimed Dividend 6,534,596 6,062,351 3,850,706
Total 20,987,262 15,037,661 11,951,073
Current

Sundry Creditors 142,788,339 145,094,887 162,732,803
Other Payable

Advances Received 67,251,560 32,071,719 31,960,767
Civil Aviation Fee - 6,365,372 13,757,228
Management Fee - - 14,753,328
Flight Kitchen Franchise Fee 1,185,308 6,964,832 9,583,620
VAT Payable 3,535,496 59,159 466,908
Service Charge 44,905,028 41,117,395 36,132,823
Housing Fund 36,334,029 56,334,029 41,705,934
Others Liabilities 50,119,561 25,920,254 30,823,934
Total 346,119,321 313,927,647 341,917,345

Trade and other payable are non-interest bearing in nature.

Please refer Note 4.5 for additional information on advances received.

Note 3.16: Revenue from Operation

Particulars 2074-75 2073-74
Room 442,420,291 468,399,915
Food 1,060,626,267 1,002,904,471
Beverage 52,574,848 58,128,708
Cigar and Cigarettes 391,715 409,075
Telephone 237,225 483,484
Laundry Income 7,500,632 10,909,230
Beauty Parlor 640,343 1,241,073
Swimming Pool, Health Club, Guest Membership Fee 4,410,641 7,946,392
Business Centre 105,969 123,414
Total 1,568,907,931 1,550,545,762
Note 3.17: Other Income
Particulars 2074-75 2073-74

Premises Rental Charge 26,666,220 25,754,718
Interest on Loans & Advances at amortized cost 6,412,861 6,068,508
Interest on Call Account/Time Deposit 10,839,938 10,941,878
Miscellaneous Receipts 8,584,539 8,480,762
Income from Service Charge 35,811,425 37,785,146
Dividend Income 500,000 700,000
Profit on sale of assets 1,325,488 64,061
Exchange gain 7,255,019 -
Others 294,130 -
Unclaimed Balance Written Back 104,452 1,579,830
Total 97,794,072 91,374,903

909




SOALTEE HOTEL LIMITED
As at 32 Ashad 2075 (16 July 2018)

Notes to the Consolidated Financial Statements

Note 3.18: Consumption of Food and Beverage

Amount in Rs.

Particulars 2074-75 2073-74
Food 273,864,950 265,238,578
Beverage 13,530,000 17,404,454
Cigarettes 162,035 167,019
Total 287,556,985 282,810,051
Note 3.19: Employee Benefit Expenses
Particulars 2074-75 2073-74
Salary and Wages 240,053,552 228,248,760
Allowances 95,243,801 89,275,852
Festival Allowance 19,689,532 20,464,465
Overtime 12,324,673 13,782,628
Employees Meal 22,413,330 23,842,079
Soaltee Staff Welfare/SSF Contribution 4,882,792 7,668,880
Gratuity 31,231,538 92,770,001
Leave 15,290,670 26,642,481
Provident Fund 18,249,957 19,300,893
Clinic Expenses 1,336,476 1,953,792
Amortization of staff loan 2,484,437 1,640,335
Retirement Scheme Expenses (VRS) - 56,600,619
Bonus 36,209,969 25,266,710
Total 499,410,727 607,457,495
Note 3.20: Operating Expenses
Particulars 2074-75 2073-74
Linen 10,062,645 5,358,600
Laundry Supplies 2,889,990 6,606,014
Crockery & Cutlery 3,584,437 2,805,297
Silverware 744,468 86,971
Cleaning Supplies 9,602,449 10,702,507
F & B Paper Supplies 9,116,335 8,752,360
Guest Supplies 18,442,064 19,280,653
Water & Water Treatment 16,787,737 21,122,209
Garden Maintenance - 3,395
Pest Control 2,160,000 2,137,500
Waste Removal 1,004,637 884,159
Power and Fuel 121,044,061 120,906,497
Repair and Maintenance 25,842,181 34,704,704
Total 221,281,004 233,350,866

q0%




SOALTEE HOTEL LIMITED

As at 32 Ashad 2075 (16 July 2018)
Notes to the Consolidated Financial Statements

Note 3.21: Other Expenses

Amount in Rs.

Particulars 2074-75 2073-74
Rental Charges 976,484 1,135,844
Travelling 9,230,378 6,289,139
Transport and Conveyance 22,852,007 21,844,094
Audit Fee 489,700 489,700
Legal and Professional Fees 8,795,567 5,559,102
Directors' Meeting Fees 1,005,879 1,023,526
Licence & Taxes 27,206,321 25,433,764
Bank Charges 8,765,808 7,154,859
Annual General Meeting Expenses 1,091,772 1,124,457
Commissions 4,950,194 4,484,081
Insurance 16,475,883 19,808,863
Communication Expenses 7,073,789 5,368,064
Printing and Stationery 5,000,598 8,409,618
Advertisement and Sales Promotion 16,256,633 18,324,789
Marketing and Reservation Expenses 14,586,891 15,274,589
Training and Conference 2,527,774 1,411,006
Donation 30,000 30,000
Books and Newspaper 425,687 413,297
Membership & Subscription 1,695,777 1,295,820
Security Services 5,182,422 4,972,763
Uniform Expenses 6,670,145 1,249,784
Entertainment 1,641,247 1,371,001
Allowance for impairment 5,000,000 5,000,000
Software Service Charges 4,918,756 5,758,680
Assets Written Off - 3,258,437
Banquet Expenses 5,587,500 2,742,427
Kitchenette Expenses 4,273,462 102,514
Exchange loss - 9,967,464
Corporate Social Responsibility 2,792,382 2,035,459
Housing Fund Allocation - 14,628,095
Miscellaneous 3,470,180 8,218,520
Total 188,973,236 204,179,756

Note 3.22: Earnings per Share

Basic earnings per share is calculated by dividing the total profit or loss attributable to equity shareholders.
Diluted earnings per share is calculated by dividing the profit or loss attributable to equity shareholders by
weighted average number of equity shares for the effects of all dilutive potential equity shares. If the number
of ordinary or potential ordinary shares outstanding increases as a result of a capitalization, bonus issue or
share split, or decreases as a result of a reverse share split, the calculation of basic and diluted earnings per
share for all periods presented is adjusted retrospectively.

SHL has issued bonus shares in previous years. Calculation of basic and diluted earnings per shall has

been done as stated above.

Particulars 2074-75 | 2073-74

Basic Earnings per Share

Profit for the year 280,680,536 139,662,629
Number of shares 66,606,374 66,606,374
Basic Earnings per Share (Rs.) 4.21 2.10
Diluted Earnings per Share

Profit for the year 280,680,536 139,662,629
Weighted average number of shares 66,606,374 66,606,374
Diluted Earnings per share (Rs.) 4.21 2.10
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Note 3.23: Financial Instruments Classification and Fair Value Measurement

Financial Instruments are classified in accordance with Note 2.2.3.Fair value is the price that would be

received to sell an asset or paid to transfer a liability in an orderly transaction between market participants

at the measurement date. The fair values are determined according to the following hierarchy:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the

entity can access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset

or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for the asset or liability. The Company has used its own data

(accounting value) and considered if there exists factors that would otherwise result in changes to the book

value of assets or liabilities.

As at 32.03.2075 Carrying Amount | Level 1 | Level 2 Level 3
Financial Assets
Financial Assets at Amortized Cost
Trade and Other Receivable 330,271,423 330,271,423
Investment 80,000,000 80,000,000
Cash and Cash Equivalent 186,252,719 186,252,719
Total At Amortized Cost 596,524,142 596,524,142
Financial Assets at Fair Value through Other Comprehensive Income (FVOCI)
Investment 273,627,323 273,627,323
Total Financial Assets 870,151,465 - 870,151,465
Financial Liabilities
Financial Liabilities at Amortized Cost
Trade and Other Payable 367,106,583 367,106,583
Loans and Borrowings 5,840,287 5,840,287
Total Financial Liabilities 372,946,870 - 372,946,870
As at 31.03.2074 Carrying Amount | Level 1 | Level 2 Level 3
Financial Assets
Financial Assets at Amortized Cost
Trade and Other Receivable 344,355,667 344,355,667
Investment 110,000,000 110,000,000
Cash and Cash Equivalent 243,241,922 243,241,922
Total At Amortized Cost 697,597,589 697,597,589
Financial Assets at Fair Value through Other Comprehensive Income (FVOCI)
Investment 162,406,695 162,406,695
Total Financial Assets 860,004,284 - 860,004,284
Financial Liabilities
Financial Liabilities at Amortized Cost
Trade and Other Payable 328,965,308 328,965,308
Loans and Borrowings 6,686,125 6,686,125
Total Financial Liabilities 335,651,433 - 335,651,433
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Note 3.23: Financial Instruments Classification and Fair Value Measurement

As at 01.04.2073 Carrying Amount | Level 1 Level 2 Level 3
Financial Assets
Financial Assets at Amortized Cost
Trade and Other Receivable 307,497,316 307,497,316
Investment 110,000,000 110,000,000
Cash and Cash Equivalent 282,420,471 282,420,471
Total At Amortized Cost 699,917,787 699,917,787
Financial Assets at Fair Value through
Other Comprehensive Income (FVOCI)
Investment 105,212,110 105,212,110
Total Financial Assets 805,129,897 - 805,129,897
Financial Liabilities
Financial Liabilities at Amortized Cost
Trade and Other Payable 353,868,418 353,868,418
Loans and Borrowings 7,649,215 7,649,215
Total Financial Liabilities 361,517,633 - 361,517,633
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4 Additional Information

4.1 Share Capital
The Group has single class of equity shares where shares of Soaltee Hotel Limited have face value of Rs.
10 per share and subsidiaries have face value of Rs. 100 per share. Every member holding equity shares
therein shall have voting rights in proportion to the member’s share of the paid up equity share capital.

4.2 Non-Controlling Interest
Soaltee Hotel Ltd. has made investment in two subsidiaries where holding in one is 100% and on the
other is 73.63%. Upon consolidation of the financial statements, total portion of financial statements is
added by eliminating the portion of other shareholders by way of non-controlling interest.

4.3 Reserves and Retained Earnings
Share premium
SHL had issued shares in premium on 1992-93. The amount collected by SHL in excess of its face value
is credited to this account. Use of share premium shall be as provided in Company Act 2063.

b. Other Reserves
SHL had created other reserves out of capital profits on 1995. There is no movement on this reserve
since then.

c. Retained Earning
Net profit for each year is added to this reserve. Group uses this to provide dividend to its shareholders.

d. Fair Value Reserve
This reserve is created to account for changes in fair value of investments for those investments that are
opted to be measured at fair value through Other Comprehensive Income.

e. Revaluation Reserve
Revaluation Reserve was created in 1986 when the land of SHL was revalued. For the first time
adoption of NFRS, the revalued amount of land has been considered at deemed cost which as allowed
by NFRS 1.

4.4 Employee Benefits
Gratuity
Up to the previous fiscal year, gratuity was in the form of defined benefit liability in which SHL was
required to pay gratuity to staff considering the number of years in service and the recent salary of the
staff. Changes in Labour laws in the current fiscal year has changed the nature of gratuity and this is
now a defined contribution plan whereby SHL is required to provide 8.33% of monthly basic
remuneration as gratuity to employee with effect from 19 Bhadra 2074. Such amount is required to be

paid / deposited to Social Security Fund.

Particulars 2074-75 2073-74
Opening liability 302,770,945 288,131,014
Payment made (16,510,592) (78,130,070)
Additional provision (as per then existing provision) 17,671,099 92,770,001
Additional @8.33% 13,560,439 -
Closing liability 317,491,891 302,770,945

SHL is yet to make payout of the gratuity because of pending establishment of Social Security Fund.
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4.5

Leave

Leave is classified as other long term employee liability. Liability is measured by way of actuarial

valuation for accumulated leave balance at the end of reporting periods. Changes in value of liability is

as follows:
Particulars 2074-75 2073-74
Opening liability 96,579,895 87,415,664
Service Cost 10,817,879 5,001,086
Interest Cost 6,491,488 5,507,356
Plan amendment (342,102) 1,205,688
Actuarial gain/(loss) (1,676,595) 14,928,351
Benefit paid (7,688,664) (17,478,250)
Closing liability 104,181,901 96,579,895

Basic assumptions considered for measurement of leave liability related to leav:

e are as follows:

Particulars 2074-75 2073-74
Discount rate 7% 7%
Rate of compensation increase 6% 6%
Expected return on plan assets - -
Average expected future service 15 12
Average duration of liabilities 16 17

Plan assets have not been created for funding of payment of leave liability.

Sensitivity Analysis

The following table demonstrates the impact of 1% increase in discount rate considered for calculating

the present value of long term leave liability.

Particulars 2074-75 2073-74
Effect on:
- Service Cost (1,507,740) (583,612)
- Interest Cost 927,623 786,764
- Leave Liability (11,310,316) (14,253,412)

The following table demonstrates the impact of 1% decrease in discount rate considered for

calculating the present value of long term leave liability.

Particulars 2074-75 2073-74
Effect on:
- Service Cost 1,858,466 703,626
- Interest Cost (927,353) (786,764)
- Leave Liability 13,468,773 16,944,118
Lease

SHL has entered into a lease arrangement of premises for a period of 15 years. The future minimum

lease rental payment to be made is as follows:

Period 2074-75 2073-74
Up to one year 962,052 964,688
One to five years 4,810,260 3,848,208
Above five years 598,317 2,527,693
Total 6,370,629 7,340,589

SHL has entered into operating lease arrangement allowing to use some part of its assets on lease.

Minimum lease amount receivable under such lease is as follows:
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4.7

Period 2074-75 2073-74
Up to one year 25,546,693 26,214,977
One to five years 110,266,106 88,700,149
Above five years 399,517,808 450,032,622
Total 535,330,607 564,947,748

Health Club/Spa property under construction

SHL has entered into a leasing arrangement allowing to use some part of its assets with cancellable
condition and clauses with Dhanwantari Spa And Wellness Pvt. Ltd. (party) for construction and
subsequent use of wellness centre (building for Health Club-Spa) at the premise of SHL. As per the
arrangement, all the construction works of the building is being done by the party on behalf of SHL and
such assets being developed is included in Assets under Construction of the Group with corresponding
booking as liability until the date of completion of construction. The party will operate the Spa for the
defined period under the agreement for which the party shall pay some portion of its total lease rental in
cash and remaining portion is adjusted against the cost incurred by the party for construction.
Amortization of the financial liability that will be finalized on completion of construction of assets shall

be done, as required.
Corporate Social Responsibility

During the year, SHL has provided Rs. 27.92 million (1% of net profit after tax) as Corporate Social
Responsibility as per the Section 48 (1) of the Industrial Enterprises Act 2073.

Risk Management objectives and policies

The Group’s business activities expose to a variety of risks, namely primarily to fluctuations in foreign
currency exchange rates, liquidity and credit risk, which may adversely impact the fair value of its
financial instruments. The Board of each Group and senior management has overall responsibility for
the establishment and oversight of the Group's risk management. The Group's risk management
policies are established to identify and analyses the risks faced by the Group, to set appropriate risk
limits and controls and to monitor risks and adherence to limits. Risk management policies and

systems are reviewed regularly to reflect changes in market conditions and the Company's activities.
i. Market Risk

Inspite of having a very high potentiality of Tourism Sector and its related to services, it is volatile to
geopolitical and domestic incidents. With stabilization in the geopolitical and domestic issues, the
tourism sector looks for bright future. However there is risk that any domestic/international or
geopolitical incidents would impact the business of the company. However, the group through years
of operations has sustained through such risks over the years in the past.
ii. Credit Risk

The Group (SHL, in particular) provides reasonable level of credit facilities to debtors and so does it
enjoy credit facility from it creditors as well. In impact on tourism sector may have impact of
company debtors' ability to pay SHL within reasonable credit period allowed. Accordingly there exist
the credit risks to that extent. The Group through its experience over the many years has been
managing such risk well through proper way of close monitoring and supervising the regular

recoverability position by the management and the Board.



4.8

iii.

iv.

Liquidity Risk
The Group has very less amount of debt funding and will not be impacted significantly. Group

monitors its liquidity position on regular basis through effective planning and forecasting.

The Group’s current assets aggregate positively against the current liabilities and accordingly, the
liquidity risk or risk that the company may not be able to settle its liabilities as they become, due

does not exist.
Operational Risk

Group has been in operation since more than 50 years and have prepared and implemented various
Standard Operating Procedures (SOPs) in the form of clear cut delegation of authority for the
activities, guidelines regulations etc. Beside the companies of Group is required to also follow
specific operating guidelines issued by its franchise. Group believes that the controls implemented
by the company have minimized the operational risk to acceptably low level. The franchise also
carries out Control Self Assessment at reasonable interval where the SHL scored high level marks

placing it as one among better managed hotel among hotels being managed by Franchise.
Exchange Rate Fluctuation Risk

SHL's revenue will be impacted coming from any fluctuation of exchange rate fluctuation so be on
the certain level of supplies of the company as such exchange rate fluctuation will contribute
certain level of inflations. Since its tariffs are quoted in USD, any rate fluctuation will have the risk
of impacting the income of the company. It has been the tendency that the exchange rate
fluctuation has generally been upward movement except of occasional down turn movement as well.
The Group has practiced not to hold foreign currency monetary assets and liabilities for substantial

period so as to minimize the risk of exchange rate fluctuation.

Related Party Transactions

Related parties of the Group comprises of key management personnel, organization having significant

influence and Board of Directors.

Significant Influence

Entities having significant influence over the Company is as follows:

i.

Soaltee Enterprise Pvt. Ltd. (SEPL)
Soaltee Enterprise Pvt. Ltd. is major shareholder of SHL. SEPL has four representatives in the
current Board of Soaltee Hotel Ltd. (SHL). SEPL has paid Rs. 66,667 (previous year Rs. 66,667) to

SHL as operating lease rent. There is no outstanding balance at the year end.

Entity where the Group has significant influence is:

i.

Soaltee Sibkrim Hotels and Resorts Pvt. Ltd.
Soaltee Sibkrim Hotels and Resorts Pvt. Ltd. is associate of the Group. One of the subsidiary of
SHL, Soaltee Hospitality Ltd. has 24% shares in this company with investment of Rs. 261.84

million. There is no transaction or outstanding balance of this company with the Group.

Other related entities

i.

Nepal Airlines Corporation (NAC)

Nepal Airlines Corporation is institutional shareholder of SHL. NAC has one representative in the
Board of SHL.

SHL provides flight catering services to the international flights of Nepal Airlines Corporation.

Transactions and outstanding balance with Nepal Airlines Corporation are as follows:
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Revenue (in million) Receivable (in million)
Particulars
This Year Last Year This Year Last Year
Flight Catering Services 110.19 99.64
23.31 13.40
Tickets Purchase 1.56 0.04

ii. Sibkrim Holdings Pvt. Ltd.
There is no transaction of this company with SHL.
Those charged with Governance
Those charged with governance include the Board of Directors of the each company. As SHL is the
major shareholder of all subsidiaries, the Board of those companies is ultimately controlled by Board of

SHL. The composition of Board of SHL on the reporting date is as follows:

Name Position Representative of
Mr. Dinesh Bahadur Bista Executive Chairman Soaltee Enterprises Pvt. Ltd.
Mr. Ravi Bhakta Shrestha Member Soaltee Enterprises Pvt. Ltd.
Mr. Rajesh Kazi Shrestha Member Soaltee Enterprises Pvt. Ltd.
Mrs. Jaya Rajya Laxmi Shah Member Soaltee Enterprises Pvt. Ltd.
Mr. Ganesh Bahadur Chand Member Nepal Airlines Corporation
Mr. Ananth Ramchandran Member (till 30.06.2018) Holiday Inns Investment (Nepal) Ltd.
Mr. Prakash Bikram Khatri Member (from 14.12.2017) Public Shareholder
Mr. Shashi Raj Pandey Member Public Shareholder
Mr. Bijay Bahadur Shrestha Member (till 14.12.2017) Public Shareholder
Mr. Niranjan Kumar Tibrewala Member Public Shareholder
Mr. Venkatesh Gomatam Member (from 01.07.2018) Holiday Inns Investment (Nepal) Ltd.

Mr. Lil Bahadur Khatri serves as Company Secretary of the Company.

Board members are paid Rs. 15,000 (net of withholding tax) per meeting as meeting fee for attending
each meeting of Board. Meeting fee paid to members of Board for Board as well as Other Committee
meetings during the year amounts to Rs. 1.00 million (previous year Rs. 1.02 million).

Key Management Personnel

The Group's key management personnel are Executive Chairman and General Manager of SHL.

Total compensation to key management personnel during the year is Rs. 32.03 million (previous year
Rs. 29.21 million). The compensation paid to Executive Chairman of SHL also includes the performance
incentive paid based on the profit of the Hotel.

Unpaid Dividend

Total unpaid dividend of SHL amounted to Rs. 6.53 million (previous year Rs. 6.06 million).

Civil Aviation Fee recoverable from Airlines

Civil Aviation Fees levied on In flight catering services provided on international flights by SHL to three
different airlines have been disputed and not paid by the respective airlines which amounted to Rs
7.051 million (previous year Rs. 7.051 million ) is still pending recovery. This has been reflected under

Non-current Trade and other receivables.
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4.12

4.13

4.13

Lien on company's assets

Current and non-current assets of SHL, where applicable has been pledged hypothecated to bankers
providing the credit facilities. The credit facility as of the reporting date included term loan against a
vehicle only amounting to Rs. 5.84 million (previous year Rs. 6.69 million).
Contingent Liability
Group recognizes contingent liability when a possible obligation arises from past events and whose
existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the entity or company as a present obligation as a result of past
events which is not recognized because it is not probable that an outflow of resources embodying
economic benefits will be required to settle the obligation; or the amount of the obligation cannot be
measured with sufficient reliability. All adjusting events are considered for appropriate reflection in the
current financial year.
Bank Guarantee
Unexpired bank guarantee issued by Group amounted to Rs. 2.9 million (previous Rs. 2.6 million)
Litigations or legal cases
i. Income tax Matters
Revenue Tribunal has decided in SHL's favour against the appeal made relating to assessment
pertaining to FY 2068-69. However reassessment as required following such decision is still yet to
be done by the Revenue Office. It has come to the knowledge of the management of SHL the
Revenue Office has filed appeal in the Honourable Supreme Court. Notice of such appeal made has
not been received by SHL yet. The Group is of the opinion that there would not be significant

obligation relating such appeal being considered at the Court.
ii. Assessment status

The Revenue Offices have completed reassessment of its self assessment return till financial year
2070-71. Generally there is time limitation of four years from the date of its self assessment return
filing. The management considers no significant obligation that would arise that would be required
to be provided for. Any tax claim will be directly charged to accumulated profit as per its practice.
iii. Casino Royalty

Pursuant to the litigation case filed by SHL against Government of Nepal for its demand of Casino
Royalty for the financial year 2005/06 (2062/63) till November 2012 (24 Kartik 2069) from SHL
instead of then Lessee, Nepal Recreation Centre Pvt. Ltd, the decision has been made in favour of

SHL. Accordingly, no further obligation arises under such demand by the GON for such Royalty.
iv: Arbitration

SHL has filed a writ petition in the Supreme Court of Nepal challenging the judgment of Honourable
High Court, Patan for the appointment of arbitrator in a case filed by the Nepal Recreation Centre
Pvt Ltd. for the appointment of arbitrators pursuant to the Casino Lease Agreement. The matter is
sub-judice before the Honourable Supreme Court.

v. Legal cases
SHL has filed a few cases for recovery of dues from some debtors in the course of its regular

business.
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Capital Commitment

Capital contract of SHL remaining to be executed on capital accounts net of advances to Rs. 131.55

million (Previous year 223.74 million).

Letter of Credit

There is no outstanding letter of credit as at the reporting date.

Housing Fund

This fund was created as per the requirement of erstwhile Labour laws. Owing to changes in Labour law

in this fiscal year, this fund is no longer required and no provision has been made in the current year.

SHL has paid Rs. 20 million during the year out of this fund to a separate entity called Employee

Housing.

Operating Segment

Management of the companies of the Group has considered the total operation to be segregable into two

operating segment based on the nature of operation and services rendered.

i. Core hotel business segment: The operation of hotel that includes sale of rooms, food, related
recreational facilities etc. that is directly linked to operation of hotel is considered as major
segment.

ii. Flight catering segment: The Company provides flight catering services to airlines. This is
different nature to the core operating nature of the company, which is operation of hotel and

related facilities to meet its standards.

The financial information about the identified segments are as follows: (amount in millions)
Operating Segment Hotel Operation | Flight Catering | Total
Revenue

- Food 451.05 609.58 1,060.63

- Room 442.42 442.42

- Beverage 49.47 3.15 52.62

- Others 9.60 3.64 13.24
Interest Income 17.25 17.25
Other Income 80.54 80.54
Total Revenue 1,050.33 616.37 1,666.70
Expenses* -
Consumption cost 135.12 152.44 287.56
Employee Benefit Expenses 314.44 184.97 499.41
Management, Operating and Other Expenses 286.39 168.16 454.55
Depreciation and amortization 54.35 5.93 60.28
Interest 0.82 0.82
Total Expenses 791.11 511.50 1,302.61
Segment Result 259.22 104.87 364.09
Income Tax 83.41
Profit for the period 280.68
Segment Assets 2,092.05 151.79 2,243.84
Segment Liabilities** 2,243.84
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*  Directly associated and identifiable segment cost has been reported on actual basis while common

segment costs are allocated based on ratio of segment revenue.

**  Segment wise liabilities have not been prepared due to absence internal reporting system of

segment liability.

Capital Management

Capital includes issued capital and all other reserves attributable to the equity holders of the Group.
The Companies of the Group manage their capital so as to safeguard its ability to continue as a going
concern and to optimize returns to the shareholders. The capital structure of the Group is based on
management’s judgement of the appropriate balance of key elements in order to meet its strategic
needs. We consider the amount of capital in proportion to risk and manage the capital structure in light

of changes in economic conditions and the risk characteristics of the underlying assets.

The Group’s aim is to translate profitable growth to superior cash generation through efficient capital
management. The Group's policy is to maintain a stable and strong capital structure with a focus on
total equity so as to maintain investor, creditor, and market confidence and to sustain future
development and growth of its business. The Group's focus is on keeping strong total equity base to
ensure independence, security, as well as a high financial flexibility for potential future borrowings, if
required, without impacting the risk profile of the Group. The Group will take appropriate steps in order
to maintain, or if necessary adjust, its capital structure. The management monitors the return on
capital as well as the level of dividends to shareholders. The Group’s goal is to continue to be able to
return excess liquidity to shareholders by continuing to distribute dividends in future periods.

No changes were made in the objectives, policies or processes for managing capital during all the years

reported in this financial statement.
Recomputation and adjustment of management fees and performance allowance

Due to adjustment arising on accounting values of gratuity, leave, staff related costs, recomputation of
management fees and performance allowance has also been adjusted retrospectively to the tune of Rs.

15.72 million with corresponding adjustment in payables and advances.
Regrouping and around off

Pursuant to first time adoption of NFRS, figures have been regrouped and rearranged and rounded off
to nearest rupee. Insignificant rounding off differences may exist.

Reconciliation pursuant to first time adoption of NFRS

Reconciliation of adjustments that were made in order to transition to NFRS for the first time is
separately presented in Note 4.22. Adjustments comprise of rectification of accounting errors made in
earlier years, changes in accounting policy from cash basis to accrual basis and NFRS adjustment
arising of first time adoption. These adjustments have been carried out in order to fully comply with

NFRS as prescribed under Section 108 of Company Act 2063.
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Note 4.22: First Time Adoption of NFRS

The financial statements are prepared in accordance with Nepal Financial Reporting Standards (NFRS)
issued by the Accounting Standard Board, Nepal and pronounced by Institute of Chartered Accountants of
Nepal (ICAN) with effect from 1 Shrawan 2074, with a transition date of 1 Shrawan 2073. These financial
statements for the year ended 32 Ashad 2075 are the first the Group has prepared under NFRS. For all
periods up to and including the year ended 31 Ashad 2074 , the Group prepared its financial statements in
accordance with earlier issued Nepal Accounting Standards (hereinafter referred to as ‘Previous GAAP’).

The adoption of NFRS has been carried out in accordance with NFRS 1, First-time Adoption of NFRS. NFRS
1 requires that all NFRS and interpretations that are issued and effective for the first NFRS financial
statements be applied retrospectively and consistently for all financial years presented. Accordingly, the
Group has prepared financial statements which comply with NFRS for the year ended 32 Ashad 2075,
together with the comparative information as at and for the year ended 31 Ashad 2074 and the opening
NFRS Statement of Financial Position as at 1 Shrawan 2073, the date of transition to NFRS.

In preparing these financial statements in line with NFRS, the Group has availed certain exemptions and
exceptions in accordance with NFRS 1, as explained below. The resulting difference between the carrying
values of the assets and liabilities in the financial statements as at the transition date under NFRS and
Previous GAAP have been recognized directly in equity (retained earnings). This note explains the
adjustments made by the Group in restating its Previous GAAP financial statements, including the
Statement of Financial Position as at 1 Shrawan 2073 and the financial statements as at and for the year
ended 31 Ashad 2074.

A. Exemptions from retrospective application

NFRS 1 allows first-time adopters certain exemptions from retrospective application of certain
requirements under NFRS. The Group has elected to apply the following optional exemptions from
retrospective application:

a) Deemed cost for property, plant and equipment, intangible assets and investment property

The Group has elected to measure all its property, plant and equipment, intangible assets and
investment property at the Previous GAAP carrying amount as its deemed cost on the date of
transition to NFRS.

B. Exceptions to retrospective application

The Group has applied the following exceptions to the retrospective application of NFRS as mandatorily
required under NFRS 1:

a) On assessment of the estimates made under the Previous GAAP financial statements, the Group
has concluded that there is no necessity to revise the estimates under NFRS, as there is no
objective evidence that those estimates were in error. However, estimates that were required under
NFRS but not required under Previous GAAP are made by the Group for the relevant reporting dates
reflecting conditions existing as at that date.

C. Reconciliations

The following reconciliations provide the explanations and quantification of the differences arising from
the transition from Previous GAAP to NFRS in accordance with NFRS 1:

i) Reconciliation of Equity as at 1 Shrawan 2073.

i)  Reconciliation of Equity as at 31 Ashad 2074.

iii) Reconciliation of Statement of Profit or Loss and other Comprehensive income for the year ended
31 Ashad 2074.

iv) Adjustments to Statement of Cash Flows.
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i) Reconciliation of Consolidated Statement of Financial Position (As at 01 Shrawan 2073)

Audited balance

Restated balance

Particulars Note Adjustments
as per GAAP as per NFRS

ASSETS
Non-Current Assets
Property, Plant and Equipment 1 883,511,401 (45,675,209) 837,836,192
Intangible Assets 1,792,354 - 1,792,354
Investment Property 1 - 45,675,207 45,675,207
Deferred Tax Assets 2 45,825,010 28,727,833 74,552,843
Investments 3 73,216,538 31,995,572 105,212,110
Trade and Other Receivables 4 381,713 35,813,658 36,195,371
Total Non-Current Assets 1,004,727,016 96,537,061 1,101,264,077
Current Assets
Inventories 59,791,416 - 59,791,416
Income Tax Receivable - - -
Investment 3 10,000,000 100,000,000 110,000,000
Trade and Other Receivables 418,497,512 (145,736,075) 272,761,437
Prepayments 20,064,399 - 20,064,399
Cash and Cash Equivalent 3 382,420,471 (100,000,000) 282,420,471
Total Current Assets 890,773,798 (145,736,075) 745,037,723
Total Assets 1,895,500,814 (49,199,014) 1,846,301,800
EQUITY AND LIABILITIES
Equity
Share Capital 526,526,060 - 526,526,060
Reserves and Retained Earnings 3/4/5 686,184,837 (90,607,475) 595,577,362
Non-Controlling Interest 6,377,509 - 6,377,509
Total Equity 1,219,088,406 (90,607,475) 1,128,480,931
Liabilities
Non-Current Liabilities
Loans and Borrowings 6 7,649,215 (963,090) 6,686,125
Employee Benefits 5/6 - 329,280,285 329,280,285
Trade and other payables 5/6 - 11,951,073 11,951,073
Total Non-Current Liabilities 7,649,215 340,268,268 347,917,483
Current Liabilities
Loans and Borrowings 6 - 963,090 963,090
Employee Benefits 5/6 200,395,510 (173,861,078) 26,534,432
Income Tax Payable 4 31,318,207 (30,829,687) 488,520
Trade and other payables 5/6 437,049,475 (95,132,130) 341,917,345
Total Current Liabilities 668,763,193 (298,859,807) 369,903,387
Total Liabilities 676,412,408 41,408,461 717,820,870
Total Equity and Liabilities 1,895,500,814 (49,199,014) 1,846,301,800
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SOALTEE HOTEL LIMITED
For the period ended on 32 Ashad 2075 (16 July 2018)
Reconciliation of financial statements as per NFRS and NAS

ii) Reconciliation of Consolidated Statement of Financial Position (As at 31 Ashad 2074)

Particulars . Audited balance Adjustments Restated balance
as per GAAP as per NFRS

ASSETS
Non-Current Assets
Property, Plant and Equipment 1 892,925,088 (40,531,294) 852,393,794
Intangible Assets 2,573,366 - 2,573,366
Investment Property 1 - 40,531,296 40,531,296
Deferred Tax Assets 2 45,461,308 36,665,821 82,127,129
Investments 3 73,216,538 89,190,157 162,406,695
Trade and Other Receivables 4 20,000 48,553,764 48,573,764
Total Non-Current Assets 1,014,196,300 174,409,744 1,188,606,044
Current Assets
Inventories 86,047,125 - 86,047,125
Income Tax Receivable 4 452,054.00 1,531,828 1,983,882
Investment 3 10,000,000 100,000,000 110,000,000
Trade and Other Receivables 4 553,272,209 (253,011,423) 300,260,786
Prepayments 15,388,182 - 15,388,182
Cash and Cash Equivalent 3 343,241,922 (100,000,000) 243,241,922
Total Current Assets 1,008,401,492 (251,479,595) 756,921,897
Total Assets 2,022,597,792 (77,069,851) 1,945,527,941
EQUITY AND LIABILITIES
Equity
Share Capital 579,181,300 - 579,181,300
Reserves and Retained Earnings 3/4/5 802,223,820 (178,731,600) 623,492,220
Non-Controlling Interest 6,648,314 - 6,648,314
Total Equity 1,388,053,434 (178,731,600) 1,209,321,834
Liabilities
Non-Current Liabilities
Loans and Borrowings 6 6,686,125 (845,838) 5,840,287
Employee Benefits 5/6 - 362,038,242 362,038,242
Trade and other payables 5/6 - 15,037,661 15,037,661
Total Non-Current Liabilities 6,686,125 376,230,065 382,916,190
Current Liabilities
Loans and Borrowings 6 - 845,838 845,838
Employee Benefits 5/6 195,738,478 (157,222,046) 38,516,432
Income Tax Payable 4 48,757,471 (48,757,471) -
Trade and other payables 5/6 383,362,283 (69,434,636) 313,927,647
Total Current Liabilities 627,858,233 (274,568,316) 353,289,918
Total Liabilities 634,544,358 101,661,749 736,206,108
Total Equity and Liabilities 2,022,597,792 (77,069,851) 1,945,527,941
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SOALTEE HOTEL LIMITED

For the period ended on 32 Ashad 2075 (16 July 2018)
Reconciliation of financial statements as per NFRS and NAS

iii) Reconciliation of Consolidated Statement of Profit or Loss and Other Comprehensive Income

(Fiscal year 2073-74)

Audited balance

Restated balance

Particulars Note Adjustments
as per GAAP as per NFRS

Revenue from Operations 1,550,545,762 - 1,550,545,762
Other Income 4 87,747,231 3,627,672 91,374,903
Total Revenue 1,638,292,993 3,627,672 1,641,920,665
Consumption of foods and beverage 282,810,051 - 282,810,051
Employee Benefit Expenses S 528,684,617 78,772,878 607,457,495
Management Fees S 42,614,660 (2,395,780) 40,218,880
Operating Expenses 233,350,866 - 233,350,866
Depreciation and amortization expense 92,003,103 - 92,003,103
Other Expenses 204,179,756 - 204,179,756
Profit From Operations 254,649,940 (72,749,427) 181,900,514
Finance Costs 699,268 - 699,268
Profit Before Tax 253,950,672 (72,749,427) 181,201,246
Income Tax Expense 49,476,606 (7,937,988) 41,538,617
Current Tax 49,112,903 - 49,112,903
Deferred Tax Expenses/(Income) 2 363,703 (7,937,989) (7,574,286)
Profit from Continuing Operations 204,474,066 (64,811,439) 139,662,629
Profit /(Loss) on Discontinued

Operations (Net of tax) _ _ )
Net Profit for the year 204,474,066 (64,811,439) 139,662,629
Other Comprehensive Income

Change in fair value of equity shares 3 - (173,414) (173,414)
Total Other Comprehensive Income - (173,414) (173,414)
Total Comprehensive Income 204,474,066 (64,984,853) 139,489,215

iv) Adjustment to Statement of Cash Flow (For the year ending on 31 Ashad 2074)

Call deposit with banks has been classified as cash and cash equivalent which was earlier considered as

investing activity. Other than this, this is no material adjustment made to cash flow statements.
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SOALTEE HOTEL LIMITED
For the period ended on 32 Ashad 2075 (16 July 2018)

Explanatory Notes to Reconciliation

1

195

Property, Plant and Equipment (PPE)

On the date of transition to NFRS, land and building held for capital appreciation and assets provided in
operating lease has been classified as Investment Property which was previously included under PPE.
Depreciation has been charged accordingly thereafter.

Deferred Tax
During the transition to NFRS, there has been changes in the carrying amount of various assets and
liabilities which has resulted in changes in deferred tax.

Investments

i)  Advance amount provided for investment in shares was included in trade and other receivable
under previous GAAP, which has been presented along with investment under NFRS.

ii) During the transition to NFRS, investment in shares of companies (except subsidiaries) is
measured at fair value which was at cost in previous GAAP. Resultant impact has been provided to
respective Reserves and Retained Earning.

iii) Under previous GAAP, all term deposits were included in cash and cash equivalent, which have
now been presented as investment under NFRS.

Trade and Other Receivable

i)  During the transition to NFRS, few items of trade and other receivable have been classified as non-
current assets.

ii) Plan assets created for funding of gratuity has been netted off with gratuity liability and advance
tax and income tax liability has been netted off with each other, which were presented separately
under current assets under previous GAAP.

iii) Amount paid for staff voluntary retirement scheme was previously included as deferred
expenditure, which has been adjusted to opening retained earnings or profit or loss as applicable.

iv) Under previous GAAP, subsidized staff loan has been measured at cost. Under NFRS, such loan
has been accounted on amortized cost and accordingly, interest income has been accounted.
Unwinding of discount (difference of amortized cost and transaction cost) is done over the period of
loan.

Reserves and Retained Earnings

i) Dividend proposed by the Board was presented as liability in earlier financial statements, which
under NFRS, has been adjusted to retained earnings or profit or loss account, as applicable.

ii) On the date of transition to NFRS, leave liability has been accounted for the first time with total

impact taken to retained earnings. Additional impact in subsequent year has been provided to
Statement of Profit or Loss.
Due to changes in Labour law, gratuity liability is now in form of defined contribution plan
(previously it was in form of defined benefit liability) accordingly, the differential amount of
liability on each year from the amount already accounted for, has been provided in opening
retained earnings on the date of transition. Additional impact in subsequent year has been
provided to Statement of Profit or Loss.

iii) Upon transition to NFRS, incentive management fee and performance allowance was required to
be recalculated due to adjustment arising on accounting values of gratuity, leave and staff related
costs. These have been recomputed and the resultant impact has been provided in corresponding
period either in equity or through profit or loss, as applicable with corresponding impact to
payable or receivable as deemed appropriate.

Current and non-current segregation

i) Loan and borrowing as included as single line item previously, which has been segregated to
current and non-current portion in NFRS.

ii) Some of the items of trade and other payable has been presented as non-current items in NFRS.

iii)  All employee related liabilities were included in current liabilities included under previous GAAP
have now been segregated to current and non-current portion in NFRS.
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