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INDEPENDENT AUDITOR'S REPORT

To the Shareholders,
Sagarmatha Jalabidhyut Company Ltd.

Report on the Audit of the Financial Statements

Opinion
We have audited the financial statements of Sagarmatha Jalabidhyut Company Ltd. (the Company),
which comprise the Statement of Financial Position as at 32™ Ashadh, 2082 (16" July, 2025), Statement of

Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows for the year then
ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements presents fairly, in all material respects, the financial
position of the Company as at 32™ Ashadh, 2082 (16® July, 2025), and its financial performance and its
cash flows for the year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).

Basis for Opinion

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

Emphasis of Matter

We draw the attention to the note 3.10 of the financial statements which describe about the contingent
liability of the company. Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. We have determined that there are no key matter to communicate in our
report.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the Management report and Chairman’s statement, but does not include the financial statements
and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

Phone : +977-01-5245128, E-mail.: tnacharyaandco@gmail.com
New Baneshwor, Kathmandu, Nepal.
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In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

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

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

Company Ltd.
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e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

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

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

Report on Other Legal and Regulatory Requirements

i) 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.

ii) The enclosed statement of financial position, statements of profit or loss and other comprehensive
income and statement of cash flow have been prepared as per the Companies Act, 2063 are in
agreement with the books of account maintained by the Company.

iii) In our opinion, proper books of accounts as required by law have been kept by the Company, so far as
appears from our examination of those books except mentioned in point (vi).

iv) In our opinion and to the best of our information and according to the explanations given to us and
from our examination of the books of account of the Company, we have not come across the cases
where the Board of Directors or any member thereof or any employee of the Company has acted
contrary to the provisions of law or caused loss or damage to the Company, and we have not come
across any fraudulence in the accounts.

v) The company has issued a corporate guarantee in favor of M/S Electro Power Company Limited,
against a bank loan, facilities, and related obligations with consortium banks, this amount exceeds the
limit specified by Section 176 of the Companies Act,2063.

vi) The Cq{x’l;pahy\h‘as not distributed bonus as per section 9(2) of the Bonus Act, 2030.

Pawan Khanal, FCA,
Partner

T. N. Acharya & Co.,
Chartered Accountants
Kathmandu, Nepal
Date: 21%* Ashwin, 2082

UDIN: 251007CA00821ANPqe
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Sagarmatha Jalabidhyut Company Ltd.

Maharajgunj, Kathmandu
Statement of Financial Position as at 32nd Ashadh, 2082 (16th July, 2025)

Amount in NRs.

; As at As at
Particulars Notes
32nd Ashadh, 2082 31st Ashadh, 2081
ASSETS
Non-current Assets
Property, Plant & Equipmen 8.1 7,788,892 9,757,799
Intangible Asset (Project Asset) 8.2 1,613,705,527 1.646.385.757
Financial Assets Measured at FVTOCI 8.3 720,000,000 315,000,000
Deferred Tax Asset (Net) 96,072
Total Non-current Assets 2,341,494,419 1,971,239,627
Current Assets
Trade Receivables 8.4 44,529,124 44979.115
Cash and Cash Equivalents 8.5 106,926,170 21,412,852
Financial Assets Measured at FVTPL 8.6 1,102,024 100,769,300
Other Financial Assets 8.7 175,500 267,765,500
Current Tax Assets 8.8 132,224 1,968,676
Other Current Assets 8.9 22,534,559 10,160,865
Total Current Assets 175,399,602 447,056,309
Total Assets 2,516,894,021 2,418,295,936
EQUITY AND LIABILITIES
Equity
Equity Share Capital 8.10 1,173,200,000 1,120,000,000
Other Equity 8.11 68,113,419 97,268,857
Total Equity 1,241,313,419 1,217,268,857
Liabilities
Non-current Liabilities
Long Term Borrowings 8.12 887,345,475 996,935,807
Deferred Tax Liabilities 113,349 -
Total Non-current Liabilities 887,458,823 996,935,807
Current Liabilities
Short Term Borrowings 8.13 333,026,972 91,409,668
Other Financial Liabilities 8.14 50,056,192 106,055,651
Current Tax Liabilities 8.15 196,225 2,596,506
Other Current Liabilities 8.16 4,842 389 4,029,447
Total Current Liabilities 388,121,778 204,091,273
Total Liabilities 1,275,580,601 1.201,027,079
Total Equity and Liabilities 2,516,894,021 2,418,295,936

Company Ltd.

The accompanying notes are integral parts of
the financial statements

As per Our Report of Even Date
For: T. N. Acharya & Co.
Chartered Accountants

Mr. Sandeep Adhikari Mr. Durga Prasad Khatiwada Pawan Khanal, FCA
Chief Executive Officer Director Partner

Mr. Sudhir Devkota Mrs. Khusbhu Ghimire
Director Independent Director

Mr. Robin Subedi
Chairman
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Company Ltd.

Sagarmatha Jalabidhyut Company Ltd.

Maharajgunj, Kathmandu

Statement of Comprehensive Income
For the period from 1st Shrawan 2081 to 32nd Ashadh, 2082 (16th July 2024 to 16th July, 2025)

Amount in NRs.

Particulars Notes Current Period Previous Period
Revenue from Sale of Electricity 9.1 232,432,251 251,315,808
Cost of Sales 9.2 34,052,881 31,729,348
Gross Profit 198,379,370 219,586,460
Administrative Expenses 9.3 8,541,093 5,100,411
Depreciation and Amortisation Expense 9.4 59,882,968 59,786,860
Impairment losses on Financial Assets - -
Employee Benefits Expense 9.5 4,400,325 3,578,000
Operating Profit 125,554,984 151,121,189
Finance Costs 9.6 97,984,936 104,812,525
Other Income 9.7 1,705,454 13,157,311
Loss/(Gain) on Investment through FVTPL 9.8 (332,724) (58,032)
Profit Before Bonus & Tax 29,608,226 59,524,007
Provision For Staff Bonus 592,165 1,132,053
Profit Before Tax and CSR Expenses 29,016,061 58,391,954
Income Tax Expenses 9.9 196,225 2,596,506
Deferred Tax Income/(Expenses) 209,421 12,332
Profit/(Loss) for the Period before CSR Expenses 28,610,416 55,783,116
Provision for CSR Expenses 286,104 528,617
Profit/(Loss) For the Period 28,324,312 55,254,499
Other Comprehensive Income

Items that will not be reclassified to Profit or Loss:

Equity Instruments through Other Comprehensive Income -
Total Other Comprehensive Income - -
Total Comprehensive Income For The Period 28,324,312 55,254,499
Earnings Per Equity Share 9.10

Basic (Face Value of Rs. 100 each) 2.41 493
Diluted (Face Value of Rs. 100 each) 2.41 493

The accompanying notes are integral parts of the
financial statements

Mr. Sandeep Adhikari Mr. Durga Prasad Khatiwada
Chief Executive Officer Director

Mr. Sudhir Devkota  Mrs. Khusbhu Ghimire

Director Independent Director Chairman

N qv |

Mr. Robin Subedi

As per Our Report of Even Date
For: T. N. Acharya & Co.
Chartered Accountants

Pawan Khanal, FCA

Partner
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Company Ltd.

Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu
Statement of Cash Flows

For the period from 1st Shrawan 2081 to 32nd Ashadh, 2082 (16th July 2024 to 16th July, 2025)
Amount in NRs.

Particular Current Period Previous Period

A. Cash Flows from Operating Activities

Profit for the Year 28,324,312 55,254,499
Adjustment for:

Depreciation and Amortization 59,882,968 59,786,860
Loss/ (Gain) on Sale of Property, Plant and Equipment (803,219) -
Finance Costs 97.984 936 104,812,525
Deferred tax Expense 209,421 12,332
Operating Profit Before Changes in Working Capital 185,598,418 219,866,216

(Increase)/ Decrease in Trade Receivables, Current Tax Assets,
Financial and Other Current Assets

357,170,026

(202,228,106)

Increase/ (Decrease) in Current Liabilitics 184,030,505 (151,203,390)
Net Cash Flows from Operating Activities (1) 726,798,948 (133,565,280)
B. Cash Flows from Investing Activities

Purchase of Property, Plant and Equipment (365,046) (213,000)
Addition in Project Assets (25,265,567) (6,350,205)
Addition on Investments (405,000,000) (65,000,000)
Proceeds From Sale of Property, Plant and Equipment 1,200,000 -
Net Cash Flows from Investing Activities (2) (429,430,613) (71,563,205)
C. Cash Flows from Financing Activities

Proceeds From Advance for Share Capital

Issue of Share Capital 53,200,000 -
Increase/ (Decrease) in Loans & Borrowing (109,590,332) (91,021,889)
Share Issue Expenses (1,479,750) (411,600)
Finance Cost Paid (97,984,936) (107,733,899)
Dividend paid (56,000,000) .
Net Cash Flows from Financing Activities (3) (211,855,018) (199,167,387)
Net Increase/(Decrease) in Cash and Cash Equivalents (1+2+3) 85,513,318 (404,295,872)
Cash and Cash Equivalents at The Beginning of The Fiscal Year 21,412,852 425,708,725
Cash and Cash Equivalents at end of the year/period 106,926,170 21,412,852

The accompanying notes are integral parts of the financial
statements

Mr. Sandeep Adhikari
Chief Executive Officer

Mr. Durga Prasad Khatiwada
Director

Mr. Sudhir Devkota
Director

Mrs. Khusbhu Ghimire

Independent Director Chairman

Mr. Robin Subedi

As per Our Report of Even Date
For: T. N. Acharya & Co.
Chartered Accountants

Pawan Khanal, FCA

Partner
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Company Ltd.

Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu

Statement of Changes in Equity for the period ended 32nd Ashadh, 2082 (16th July, 2025)
Amount in NRs.

Particulars Share Capital General Retained Total
Reserve Earnings

Balance as at 1st Shrawan 2080 1,120,000,000 57,589,701  1,177,589,701
Prior Period Adjustment (12,242,369) (12.242,369)
Adjusted Balance as at 1st Shrawan 2080 1,120,000,000 - 45,347,332 1,165,347,332
Issue of Share Capital - - - -
Profit for the year - - 52,333,125 52,333,125
Share Issue Expenses (411.600) (411.600)
Dividend Paid - - - -

Other Comprehensive Income for the year, Net of Income Tax - - - -

Transferred to Retained Earnings - - - -

Balance as at 31st Ashadh, 2081 1,120,000,000 - 97,268,857 1,217,268,857
Prior Period Adjustment o - - - -
Adjusted Balance as at 1st Shrawan 2081 1,120,000,000 - 97,268,857 1,217,268,857
Issue of Share Capital 53,200,000 - - 53,200,000
Profit for the year - - 28,324,312 28,324,312
Share Issue Expenses - - (1,479,750) (1,479,750)
Dividend Paid - - (56,000,000) (56.000,000)

Other Comprehensive Income for the year, Net of Income Tax - - - -

Transferred to Retained Earnings - - - -

Balance as at 32nd Ashadh, 2082 1,173,200,000 B 68,113,419  1,241,313.419
The accompanying notes are integral parts of the financial As per Our Report of Even Date
statements For: T. N. Acharya & Co.

Chartered Accountants

Mr. Sandeep Adhikari Mr. Durga Prasad Khatiwada Pawan Khanal, FCA
Chief Executive Officer Director Partner

Mr. Sudhir Devkota ~ Mrs. Khusbhu Ghimire Mr. Robin Subedi
Director Independent Director Chairman
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Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu
Notes formimg an integral part of the Statement of Financial Position

Note-8.1

Property, Plant & Equipment
Computer &
Particulars Office Furnitures Vehicles Other Assets Total
Equipment

Gross Carrying Value:
As at 1st Shrawan, 2080 2,358,576 1,755,127 16,938,500 1,858,571 22,910,774
Additions - 196,000 - 17,000 213,000
Disposal/Adjustments -
As at 31st Ashadh, 2081 2,358,576 1,951,127 16,938,500 1,875,571 23,123,774
As at 1st Shrawan, 2081 2,358,576 1,951,127 16,938,500 1,875,571 23,123,774
Additions 25,600 - 339,446 - 365,046
Disposal/Adjustments (788,981) (788,981)
As at 32nd Ashadh, 2082 2,384,176 1,951,127 16,488,965 1,875,571 22,699,839
Accumulated Depreciation:
As at 1st Shrawan, 2080 1,655,185 1,370,620 7,145,355 673,547 10,844,707
Depreciation for the year 175,848 145,127 1,958,629 241,664 2,521,268
Disposal/Adjustments - - - - -
As at 31st Ashadh, 2081 1,831,033 1,515,747 9,103,984 915,211 13,365,975
As at 1st Shrawan, 2081 1,831,033 1,515,747 9,103,984 915,211 13,365,975
Depreciation for the year 253,109 108,845 1,500,195 75,023 1,937,172
Disposal/Adjustments (392,200) (392,200)
As at 32nd Ashadh, 2082 2,084,142 1,624,592 10,211,979 990,235 14,910,947
Net Carrying Amount: -
As at 1st Shrawan, 2080 703,391 384,507 9,793,145 1,185,024 12,066,067
As at 31st Ashadh, 2081 527,543 435,380 7,834,516 960,360 9,757,799
As at 32nd Ashadh, 2082 300,034 326,535 6,276,986 885,336 7,788,892
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Sagarmatha Jalabidhyut Company Ltd.

Maharajgunj, Kathmandu
Notes forming an integral part of the Statement of Financial Position

N = |

Intangible Asset (Project Asset) Note-8.2
. Super Mai A Hydropower
Particulars P Project - 9.1; M‘I;, Total
Gross Carrying Value:
As at 1st Shrawan, 2080 1,866,192,524 1,866,192 524
Additions 6,350,205 6,350,205
Disposal/Adjustments - -
As at 31st Ashadh, 2081 1,872,542,729 1,872,542,729
As at 1st Shrawan, 2081
Additions 25,265,567 25,265,567
Disposal/Adjustments - -
As at 32nd Ashadh, 2082 1,897,808,296 1,897,808,296
Amortisation and Impairment
As at 1st Shrawan, 2080 168,891,380 168,891,380
Additions 57,265,592 57,265,592
Disposal/Adjustments - -
As at 31st Ashadh, 2081 226,156,972 226,156,972
Additions 57,945,796 57,945,796
Disposal/Adjustments - -
As at 32nd Ashadh, 2082 284,102,768 284,102,768
Net Carrying Amount:
As at 1st Shrawan, 2080 1,697,301,144 1,697,301,144
As at 31st Ashadh, 2081 1,646,385,757 1,646,385,757
As at 32nd Ashadh, 2082 1,613,705,527 1,613,705,527
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Company Ltd.

Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu
Notes forming an integral part of the Statement of Financial Position

Amount in NRs.

Financial Assets Measured at FVTOCI Note-8.3
Particulars Asat Asiat

32nd Ashadh, 2082 31st Ashadh, 2081
Investment in Gidro Energiya Company Ltd. 120,000,000 15,000,000
Investment in Electro Power Co. Ltd. 600,000,000 300,000,000
Total 720,000,000 315,000,000
Gidro Energiya Company Ltd. is 100% subsidiary of Sagarmatha Jalabidhyut Company Ltd.
Trade Receivables Note-8.4
Particulars asat Asat

32nd Ashadh, 2082 31st Ashadh, 2081
Nepal Electricity Authority (NEA) 44,529,124 44,979,115
Total 44,529,124 44,979,115
Cash and Cash Equivalents Note-8.5
Particulars As at Agat

32nd Ashadh, 2082 31st Ashadh, 2081
Balances with Banks 106,826,170 21,312,852
Prabhu Bank Limited. 156,508 156,508
Jyoti Bikas Bank Ltd. 26,728 26,728
Machhapuchchhre Bank Ltd. 8,781 8,781
Machhapuchchhre Bank Ltd. (Site) 1,174 1,174
Kumari Bank Litd. 91,522 91,522
NMB Bank Ltd. 785,766 536,522
NMB Bank Ltd. Call Account 10,002,612 902,691
NMB Bank Ltd. - 14,194
Sanima Bank Litd. 45,819 79,369
Laxmi Sunrise Bank Ltd Call A/C 1002 95,670,322 19,458,633
Laxmi Sunrise Bank Ltd Call A/C 1001 31,938 31,730
Laxmi Sunrise Bank Ltd - Current A/C 1002 5,000 5,000
Cash in hand 100,000 100,000
Total 106,926,170 21,412,852

Cash and equivalents include cash in hand and bank deposit balances, which are subject to insignificant risk of
changes in value. Bank balance includes balances in both interest and non-interest bearing deposit bank accounts.

Fair Value of cash and bank balance is the carrying amount.
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Company Ltd.

Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu

Notes forming an integral part of the Statement of Financial Position
Amount in NRs.

Financial Assets Measured at FVTPL Note-8.0
Particulars ARt sl

32nd Ashadh, 2082 31st Ashadh, 2081
Investment in Shares 1,102,024 100,769,300

Laxmi Sunrise Bank Lid. 1,102,024 769 300
Siuri Nyadi Power Lid. - 100,000,000

Total 1,102,024 100,769,300
Other Financial Assets Note-8.7
Particulars s i

32nd Ashadh, 2082 31st Ashadh, 2081
Cash Margin 173,000 173,000
ClassicTech (Internet) Deposi 2,000 2,000
World Link (Internet) Deposi 500 500
Samriddhi Energy Pvt. Ltd - 22,590,000
Gidro Energiya Company Ltd - 145,000,000
Electro Power Company Lid 4 100,000,000
Total 175,500 267,765,500
Current Tax Assets Note-8.8
Particulars aat s

32nd Ashadh, 2082 31st Ashadh, 2081
Advance Income Tax 132,224 1,968,676
Total 132,224 1,968,676
Other Current Assets Note-8.9
Particulars As at As at

32nd Ashadh, 2082 31st Ashadh, 2081
Prepaid Insurance 6,609,221 6,283,744
Advance to Suppliers & Other
Advance to Employees & Site Advance 1,506,838 3,618,621
Swanshgreen Enviromental Solution Pvt Lt 250,000 250,000
ICRA Nepal Limitec 8,500 8,500
Gurung Nirman Sewz - 4
G & G Infra Pvt. Ltd. 14,100,000 -
Interest Receivable .
Total 22,534,559 10,160,865
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Company Ltd.

Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu
Notes forming an integral part of the Statement of Financial Position

Equity Share Capital
Particulars

Equity share capital
Total

Authorised Share Capital :

11,200,000 fully paid equity shares of Rs.100 eacl
12,000,000 fully paid equity shares of Rs.100 eacl
Issued :

11,200,000 fully paid equity shares of Rs.100 eacl
11,732,000 fully paid equity shares of Rs.100 eacl
Paid-up capital :

11,200,000 fully paid equity shares of Rs.100 eacl
11,732,000 fully paid equity shares of Rs. 100 eacl

Total

Amount in NRs.

Note-8.10
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
1,173,200,000 1,120,000,000
1,173,200,000 1,120,000,000

1,200,000,000

1,173,200,000

1,173,200,000

1,120,000,000

1,120,000,000

1,120,000,000

1,173,200,000

1,120,000,000

The Company has single class of equity shares having face value of Rs. 100 per share. Every sharcholders holding

equity shares shall have voting rights in proportion to their share.

Other Equity
Particulars

Retained Earning
General Reserve
Total

Long Term Borrowings
Particulars

Term Loans
Current Portion of Long Term Loan
Total Non-current Borrowings

Note-8.11
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081

68,113,419

97,268,857

68,113,419

97,268,857
Note-8.12
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
994,545 475 1,088,345,475
(102,200,000_) (91 ,409,66&
887,345,475 996,935,807
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Company Ltd.

Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu
Notes forming an integral part of the Statement of Financial Position

Amount in NRs.

Short Term Borrowings Note-8.13
Particulars avat ane

32nd Ashadh, 2082 31st Ashadh, 2081
Current Portion of Long Term Loa 107,200,000 91,409,668
Cash Credit - NMB Bank Ltd 25,826,972 -
Short Term Loan 200,000,000 -
Total 333,026,972 91,409,668

The loan is secured against registered mortgage and/or registered or unregistered pledge/hypothencation of the entire

project. Additionally, the security extends to all present and future current assets of the project, including any

receivables from NEA.

Other Financial Liabilities Note-8.14
Particulars ek e

32nd Ashadh, 2082 31st Ashadh, 2081
Audit Fee Payable 334,500 334,500
Khim Lal Kafle - 1,000,000
Gidro Energiya Company Ltd 45,500,000 100,000,000
Royalty Payable 1,864,503 1,859,582
Other Payable 1,952,163 1,952,163
Staff Salary Payable - 515,540
Staff welfare Func 393,866 393,866
Office Rent Payable -
SSF Payable 11,160
BOD Allowance Payable - -
Total 50,056,192 106,055,651
Current Tax Liabilities Note-8.15
Particulars As at As at

32nd Ashadh, 2082 31st Ashadh, 2081
Provision for Income Ta: 196,225 2,596,506
Total 196,225 2,596,506
Other Current Liabilities Note-8.16
Particulars ke s

32nd Ashadh, 2082 31st Ashadh, 2081
TDS Payable 840,649 875,976
Staff Bonus Payable 2,039,631 1,447 467
CSR Payable 1,962,109 1,706,004
Total 4,842,389 4,029,447

RN
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Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu
Notes formimg an integral part of the Statement of Comprehensive Income

Revenue from Sale of Electricity
Particulars

Electricity Sales to NEA
Total

Cost of Sales

Particulars

Royalty Expenses (Capacity
Royalty Expenses (Generation
Project Operation

Insurance Expenses

Bay Charge

Electricity Expenses (NEA
Repair & Maintainance Expenses
Site Office Expenses
Employee Benefit Expenses
Leave Fare Allowance

Salary & Allowance-Site (PL)
SSF Contribution

Dashain Allowance

Total

Administrative Expenses

Particulars

Audit Fee

AGM Expense

Credit Rating Fees
Communication Expenses
Annual Fee (RTS,NEPSE)
Fuel Expense
Advertisement Expense
Local Convenyance
Medical Expenses
Meeting Allowance
Miscellaneous Expenses
Registration & Renewal
Office Rent

Rates & Taxes

Note-9.1
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
232,432,251 251,315,808
232,432,251 251,315,808
Note-9.2
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
960,000 960,000
4,648,645 5,026,150
17,809,371 14,857,278
7,080,611 8,163,718
468,000 432,000
64,552 8,279
4,565,823 3,226,404
5,630,385 3,026,877
10,634,865 10,885,920
- 575,540
9,029,629 8,734,800
954,751 907,680
650,485 667,900
34,052,881 31,729,348
Note-9.3
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
339,000 339,000
469,999 460,500
265,503 236,744
- 100,230
422972 454,000
- 161,376
233,063 105,158
189,977 27,660
- 275
456,000 394,000
1,062,802 588,541
595,000 -
1,380,000 1,380,000
- 444,149
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Company Ltd.

Sagarmatha Jalabidhyut Company Ltd.

Maharajgunj, Kathmandu
Notes formimg an integral part of the Statement of Comprehensive Income

Fine & Penalties

Vehicle Renewal

Water and Electricity Expens¢
Donation

Janitorial Expense

Travelling Expenses

Staff Bonus

Internet Expenses

Software & Upgradation Expenses
RTS Fee

Social Mitigation
Total

Depreciation and Amortisation Expense
Particulars

Depreciation on Property, Plant & Equipment
Amortization on Intangible Assets

Total

Employee Benefits Expense

Particulars

Head Office salary
Total

Finance Costs

Particulars

Bank Charges & Commissions
Finance Cost - NMB

Loan Procession Fee

Total

Other Income
Particulars

Interest Income

Insurance Claim

Other Income

Gain on Disposal of Fixed Assets
Total

57.170 2
120,305 67,550
169,882 25,819
- 200,000
- 2,520
130,000 112,890
944,298 -
39.368 =
136,165 -
29,589
1,500,000 -
8,541,093 5,100,411
Note-9.4
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
1,937,172 2,521,268
57,945,796 57.265.592
59,882,968 59,786,860
Note-9.5
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
4,400,325 3,578.000
4,400,325 3,578,000
Note-9.6
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
85.861 17.361
96,354,075 104,795,164
1,545,000 -
97,984,936 104,812,525
Note-9.7
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
873,781 13.031.311
- 126,000
28.454 -
803,219 -
1,705,454 13,157,311
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Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu

Notes formimg an integral part of the Statement of Comprehensive Income

Loss/(Gain) on Investment through FVTPL

Particulars

Carrying amount at beginning of year (Fair

Value)

Carrying amount at the end of the year (Fair

Value)
Total

Income Tax Expense
Particulars

Current Tax Provision
Current Tax Expenses

Deferred Tax
Total

Earnings Per Share

Particulars

Profits attributed to equity holders of the

Company

Weighted average number of Equity Share

Outstanding

Earnings Per Share - Basic
Add: Weighted average number of potential

equity shares

Weighted average number of Equity shares
(including dilutive shares) outstanding

Earnings Per Share - Diluted

The earnings and weighted average number of equity shares used in the calculation of basic earnings
per share are as follows.

tﬁ#r a‘[ﬁ—aﬁ gﬁa’aq /Sagar‘matpoi:pany Ltd.
Note-9.8
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081

769,300

100,711,268

(1,102,024) (100,769,300)
(332,724) (58,032)
Note-9.9
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
196,225 2,596,506
209,421 12,332
405,645 2,608,838
Note-9.1
As at As at
32nd Ashadh, 2082 31st Ashadh, 2081
28,324,312 55,254,499
11,732,000 11,200,000
241 4.93
11,732,000 11,200,000
2.41 4,93

Basic EPS is calculated by dividing the profit or loss attributable to ordinary sharcholders of the
company by the weighted average number of ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary sharcholders and
the weighted average number of ordinary shares outstanding for the effects of all dilutive potential
ordinary shares, which comprise share options granted on convertible preference shares, debentures

or to employees.

Since, the company does not have any convertible instruments and has not granted any options to its

employees, diluted EPS is same as basic EPS.
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Sub-Schedule
Advance to Employees & Site Advances
Paticulars Amount
Jitendra Jha Site Advance 100,000.00
Subash Adhikari Advance -
Advance to StalTl 1,300,000.00

Jitendra Jha-13,00,000
Bharat Guragain (0.11)
Other Advance 60,000.00
Site Advance- ER -
Advance Basanta D C (10,000.00)
Advance to StalTl 56,838.06

Total

TDS Payable

Particulars

TDS on Audit Fee
TDS on Allowance
TDS on Consultancy
TDS- Salary

TDS on Advertisement
TDS on Limited Company

TDS -SST

TDS-Pvt Ltd

TDS- Rent

TDS -Individual Firm
TDS-Agm
TDS-Bonus

Total

B R |

1,506,837.95

As at
As at 31st Ashadh,
32nd Ashadh, 2082 2081
4,500.00 4,500.00
68.,400.00 59,100.00
- 420,000.00
- 94,103.00
2,02545 1,395.90
6,923.22 128,235.45
555,788.44 16,440.00
135.,409.50 75,702.00
- 69,000.00
67,602.56 -
- 7,500.00
840,649.17 875,976.35
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Repair & Maintainance- Project
Particular As at
As at 31st Ashadh,
32nd Ashadh, 2082 2081
Repair and Maintainance 254.895.38 1,237,514.20
Repair and Mainatainence Civil Works 726,773.55
Repair and Mainatainence Hydromechanical 1,084,800.00 678.875.00
Repair & Mamtinance Transmission Line 2.161,909.00 354.,129.00
Repair & Maintainance- Site (PL) - 184,873.00
Vechicle Repair 337.444.77 326.245.00
Rent Exp- SUP - 444.768.00
Total 4,565,822.70 3,226,404.20
Site Office Management
As at
As at 31st Ashadh,
Particular 32nd Ashadh, 2082 2081
Fuel & Lubricants 424,621.00 599,131.83
Office Expenses 32.838.00 104,655.00
Printing & Stationery 250,805.00 321,470.00
Refreshment 1,275,958.00 1,177,487.00
Site Expenses 3,115,608.00 444,677.00
Site Visit Expenses 530,555.00 379,456.14
Total 5,630,385.00 3,026,876.97
Sagarmatha Jalabidhyut Company Ltd.
Maharajgunj, Kathmandu
Notes forming an integral part of the Statement of Financial Position
Deferred Tax Assets/(Liabilities) Note-10
Particulars Tax Base Accounting Base  Difference Credig’ifizl;:;;ge) @
Investment in Shares 1,221,404 1,102,024 119,380 25,368
Investment in Associates & Subsidiary 720,000,000 720,000,000 - -
Property, Plant & Equipments 7,136,107 7,788,892 (652,785) (138,717)
Total 728,357,511 728,890,915 (533,405) (113,349)
DTA/DTL @ 21.25%
Previous Year Deferred Tax Assets/(Liabilities) 96,072
Charged to P/L. Current Year (Income/(Expenses) (209,421)
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Sagarmatha Jalabidhyut Company Limited
For the Year Ended 32* Ashadh, 2082

Significant Accounting Policies and Notes to Financial Statements

COMPANY GENERAL INFORMATION

Sagarmatha Jalabidhyut Company Ltd. (hercin after referred to as “SMIC”) is registered on
2077/11/18 in Company Registrar Officc with registration no 257715/077/078 and registered in
Inland Revenue Office with Permanent Account Number (PAN) 603561852. The company is
operating Super Mai A Hydropower Project with an installed capacity of 9.6 MW. The commercial
operation date of the project was 2077/02/32.

The financial statements for the year ended on 32° Ashadh, 2082 (16™ July, 2025) have been
approved by the Board of Directors on ,..208%/.26/99... The management acknowledges the
responsibility for the preparation and fair presentation of these financial statements in accordance
with NFRS.

BASIS OF PREPARATION

The financial statements of the company have been prepared in accordance with Nepal Financial
Reporting Standards (NFRS), as issued by the Accounting Standards Board of Nepal.

The financial statements have been prepared on historical cost basis.

The financial statements provide comparative information in respect of the previous period. The
company prescnts its statcment of financial position broadly in order of liquidity. An analysis
regarding recovery or settlement within twelve months after the reporting date (no more than 12
months) and more than 12 months after the reporting date (more than 12 months) is presented in
the respective notes.

Statement of Compliance

The financial statements were prepared on an accrual basis of accounting in accordance with Nepal
Financial Reporting Standards (NFRS) as published by the Accounting Standards Board (ASB) —
Nepal and Issucd by Institute of Chartered Accountant of Nepal (ICAN). The financial statements
havc also been prepared in accordance with the relevant prescntational requirements of the
Companies Act. 2063.

Historical cost convention was used for financial statement recognition and measurement except
otherwise required by NFRS. Where, other method(s), other than historical costs, such as fair value
has been applied, and these have been disclosed in accordance with the applicable reporting

framework.

Functional and Presentation Currency

The financial statements are presented in Nepalese Rupees (NPR) which is the Company’s
functional currency. All financial information presented in NPR has been rounded to the nearest
rupce cxcept where indicated otherwisc,

Reporting period and approval of Financial Statements

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements. To comply the NFRS provisions following dates have been considered.

Financial Statement Nepalese Calendar English Calendar
Comparative  Reporting | 1* Shrawan, 2080 — 31% Ashadh, | 17* July 2023-15" July,
Period 2081 2024
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1" Shrawan, 2081 - 327 Ashadh, [ 16™ July 2024-16% July,
2082 2025

The Board of Dircctors is responsible for the preparation and presentation of Financial Statements
of the Company as per Nepal Financial Reporting Standards (NFRS).

NFRS Reporting Period

Use of Estimates, Assumptions and Judgements

The Company, under NFRS, is required to apply accounting policics to most appropriatcly suit its
circumstances and operating environment. Further, the Company is required to make judgements
in respect of items where the choice of specific policy, accounting estimate or assumption to be
followed could materially affect the financial statements. This may later be detcrmined that a
different choice could have been more appropriate.

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

The NFRS requires the Company to make estimates and assumptions that will affect the asscts,
liabilitics, disclosurc of contingent assets and liabilitics, and profit or loss as reported in the financial
statements. The Company applies estimates in preparing and presenting the financial statements
and such estimates and underlying assumptions are reviewed periodically. The revision to
accounting estimates are recognized in the period in which the estimates are revised.

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

Going Concern

The consolidated financial statements are prepared on a going concern basis, as the Board of the
company is satisfied that the Companies has the resources to continue the business for the
foresceable future. In making this assessment, the Board of Directors have considered a wide range
of information relating to present and future conditions, including future projections of profitability,
cash flows and capital resources. Furthermore, Board is not aware of any material uncertainties that
may cast significant doubt upon companies ability to continue as a going concer and they do not
intend either to liquidate or to cease operations of it.

Changes in Accounting Policies

Accounting policies are the specific principles, bases, conventions, rules and practices applied by
the Company in preparing and presenting financial statements. The company, under NFRS, is
required to apply accounting policies to most appropriately suit its circumstances and operating
environment. Further the company is required to make judgement in respect of items where the
choice of specific policy, accounting estimate or assumption to be followed could materially affect
the financial statements. This may later be determined that a different choice could have been more
appropriatc. The company is pcrmitted to change an accounting policy only if the changc is requircd
by a standard or interpretation; or results in the financial statements providing reliable and more
relevant information about the effects of transactions, other events or conditions on the entity's
financial position, financial performance, or cash flows. The Company uses the same accounting

policies in its opening NFRS statement of financial position and throughout all periods presented <

in its first NFRS financial statements, Those accounting policies comply with each NFRS effective
at the end of its first NFRS reporting period.

Company Ltd.
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Sagarmatha Jalabidhyut Company Limited
For the Year Ended 32™ Ashadh, 2082

Presentation
The financial statements have been prepared in the nearest Nepalese Rupees.

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

The Statement of Comprehensive Income has been prepared using ‘function of expenses’ method.

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

Discounting

When the realization of assets and settlement of obligation is for more than one year, the company
considers the discounting of such assets and liabilitics where the impact is material. Various intenal
and cxternal factors have been considered for determining the discount rate to be applied to the cash
flows of the company.

Discounting has been applied where assets and liabilities are non-current, and the impact of the
discounting is matenial.
Limitation of NFRS Implementation

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



3.1

3.2

JIRAT Steifdgd dauoll foifdies

i e Erfﬂé’cﬂ <y agarmatha
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For the Year Ended 32™ Ashadh, 2082

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES TO FINANCIAL
STATEMENTS

Current Vs. Non-current Classification

The Company presents asscts 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

liabilitics.
The Company classifies an asset as current when it is:

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

ii. Held primarily for the purpose of trading

1il. Expected to be realized within twelve months after the reporting period or

iv. 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:

i Expected to be settled in normal operating cycle

ii. Held primarily for the purpose of trading

iii. Settled within twelve months after the reporting period or

iv. No unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period.

All other liabilitics are classified as non-current.

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

Property, Plant and Equipment

Basis of Recognition

Property, plant and equipment are recognized if it is probable that future economic benefits
associated with the asset will flow to the company and cost of the asset can be measured reliably.
Basis of Measurement

Property, plant and equipment is initially recorded at cost and subsequently measured at historical
cost less accumulated depreciation and accumulated impairment losses, with the exception of land
which is not depreciated. Historical cost includes expenditure that is directly attributable to the

acquisition of the items.
Subsequent Costs

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

incurred.

Repairs and maintenance

Repairs and maintenance are charged to the Statement of Comprehensive Income during the
financial periad-imwhich they are incurred. The cost of major renovations is included in the

Company Ltd.
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carrying amount of the asscts when it is probable that future cconomic benefits in excess of the
most recently assessed standard of performance of the existing assets will low to the company
and the renovation replaces an identifiable part of the asset. Major renovations are depreciated
during the remaining useful life of the related asset.

Depreciation

Depreciation methods, useful lives and residual values are reassessed at cach reporting date and
adjusted if appropriate, The depreciation rates are determined scparately for cach significant part
of an item of Property, Plant & Equipment and commence to depreciate when it is available for usc,
i.c., when it is in the location and condition necessary for it to be capable of operating in the manner
intended by the management. Depreciation of an asset ceases at the carlier of the date that the asset
is classified as held for sale or the date that the asset is derecognized. The value of assets fully
depreciated but continued to be used is considered not material.

Initially, for asscts acquired during the fiscal year, full value is used for depreciation calculations
for those added up to the end of Poush, two-thirds of the valuc is applied to asses added from the
beginning of Magh through the cnd of Chaitra, and onc-third of the valuc is considered for the asscts
acquired from the beginning of Baishak through the end of Ashadh.

However, from this fiscal year, depreciation is calculated using the written down method at the rates
specified below on the basis of no of days used during the year.

SN, | Class of Assets . Rate of Depreciation
I Office Equipment, Fumniture 25%
2 Vchicle 20%
3 Plant & Machincry 15%

Gains or Josses on disposals are included in the Statement of Profit and Loss.

Carrying value

The asscts’ residual values and useful lives are reviewed, and adjusted if appropriate, at cach
reporting datc. An asset’s carrying amount is written down immediately to its estimated recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable amount. The residual

values of assets that are not insignificant arc reasscssed annually. Depreciation on revaluation of a
class of assets is based on the remaining useful life of the assets at the time of the revaluation.

De-recognition

An item of Property, Plant and Equipment is de-recognized upon disposal or when no future
cconomic benefits are expected from its use. Gains and losses on disposal of property, plant and
equipment are determined by reference to their carrying amount and are included in profit or loss.

When replacement costs are recognized in the carrying amount of an item of Property, Plant and
Equipment, the remaining carrying amount of the replaced part is de-recognized. Major inspection
costs are capitalized. At each such capitalization the remaining carrying amount of the previous
cost of inspections is derecognized.

Borrowing costs

Borrowing costs incurred for the constructions of any qualifying asset are capitalized during thé”™
period of time that is required to complete and prepare the asset for its intended use. Other
borrowing costs are recognized in the profit or loss in the neriod in which they occur.

N R
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Intangible Assets

Service Concession Arrangement

The Company manages concession arrangements which include power supply from Super Mai
A Hydropower Project, 9.6 MW, The company maintains and scrvices the in frastructure during
the concession period. Further, the concession arrangement gives the company right to use the
hydropower project for gencrating clectricity and earn revenue by selling clectricity to NEA
and local consumers. The right to consideration gives rise to an intangible asset and accordingly,
the intangible assct model is applicd.

Revenue from service concession arrangement under the intangible asset model is recognized
in accordance with the terms of the power purchasc agrcement as and when the power is
supplied. The intangible assct is amortized over its expected uscful life in a way that roflects the
pattern in which the asset’s cconomic benefits are consumed by the company, starting from the
datc when the right to operate starts to be used. Based on thesc principles, the intangible assct
is amortized in line with the actual usage of the specific public facility, with a maximum of the
duration of the concession. Any assct carricd under concession arrangements is derccognized
on disposal or when no futurc cconomic bencfits arc cxpected from its future usc or when the
contractual rights to the financial asset expire.

The gencration license for the hydropower project was obtaincd on 2074/11/18 from
Department of Electricity Development (DOED) for the period of 35 years to construct and
operate the hydropower project. Power Purchase Agreement (PPA) between Sagarmatha
Jalabidhyut Company Ltd. and Nepal Electricity Authority was done on 2075/10/23. This is
service concession arrangement entered into between the Company and NEA, that conferred
the right to the company to sell the energy to NEA as per the rate provided by the PPA between

the Company and NEA.

Other Intangible Assets
Basis of Recognition and Measurement

An Intangible Assct is recognized if it is probable that future economic benefits that arc
attributable to the asset will flow to the Company and the cost of the asset can be measured
rcliably

Intangible assets acquired separately are measured on initial recognition at cost. Following
initial recognition, intangible asscts are carried at cost less any accumulated amortization and
any accumulated impairment losscs. Internally generated intangibles, excluding capitalized
development costs, are not capitalized and the related expenditure is reflected in statement of
comprehensive income in the year in which the expenditure is incurred.

Subsequent Expenditure

Subsequent expenditure on intangible assets is capitalized only when it increases the future
cconomic benefits embodied in the specific asset to which it relates. All other expenditure is

expensed as incurred.
Useful Economic Life and Amortization

The useful lives of intangible asscts arc assessed to be cither finite or indefinite. b

Amortization is recognized in income statement on straight line method over the estimated
useful life of the intangible asscts, from the date that it is available for use since this most closely

Company Ltd.
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reflects the expected pattern of consumption of the future cconomic benefits embodied in the
asset. The amortization peniod and the amortization method for an intangible asset with a finite
uscful hifc are reviewed at least at the end of cach financial year. Changes in the expected useful
lifc or the cxpected pattern of consumption of future economic benefits embodied in the assct
arc considered to modify the amortization period or method, as appropriate, and are treated as
changes in accounting estimates. The amortization expense on intangible asscts with finite lu:cs
is recognized in the statement of comprchensive income (other operating and administrative
cxpenscs).

De-recognition

An Intangible Assct 1s derecognized on disposal or when no future economic benefits are
expected from 1t. The gain or loss, measured as the difference between the net disposal proceeds
and the carrying amount of the asset, arising from de-recognition of such Intangible Assets is
included in the Statcment of comprehensive income come when the item is derecognized.

Impairment of Non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may
be impaircd. If any such indication cxists, or when annual impairment testing for an assct is
required, the Company estimates the asset’s recoverable amount. An asset’s recoverable amount
is the higher of an asset’s or CGU'’s fair value less costs of disposal and its value in use. The
recoverable amount is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or company of assets. Where the
carrying amount of an asset or CGU exceeds its recoverable amount. the asset is considered
impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. In determining fair value less costs of disposal, recent market
transactions are taken into account. If no such transactions can be identified, an appropriate
valuation model is used. These calculations are corroborated by valuation multiples, quoted
share prices for publicly traded companics or other available fair value indicators.

Impairment losses are recognized in the statement of comprehensive income.

For asscts excluding goodwill, an assessment is made at each reporting date as to whether there is
any indication that previously recognized impairment losses may no longer exist or may have
decreased. If such indication exists, the Company makes an estimate of the asset’s or CGU’s
recoverable amount. A previously recognized impairment loss is reversed only if there has been a
change in the estimates used to determine the asset’s recoverable amount since the last impairment
loss was rceognized. If that is the casc, the camrying amount of the assct is incrcascd to its
recoverable amount. That increased amount cannot exceed the carrying amount that would have
been determined, net of amortization, had no impairment loss been recognized for the asset in prior
years. Such reversal is recognized in the statement of comprehensive income.

Taxation

As per Nepal Accounting Standard- NAS 12 (Income Taxes) tax cxpense is the aggregate amount
included in determination of profit or loss for the period in respect of current and deferred taxation.
Income Tax expense is recognized in the Statement of Comprehensive Income, except to the extent.
it relates to items recognized dircctly in cquity or Other Comprchensive Income in which casc it is
recognized in equity orin Other Comprehensive Income. The Management periodically evaluates
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positions taken in tax retumns with respect to situations in which applicable tax regulation is subject
to interpretation, It establishes provisions where appropriate on the basis of amounts expected to be

paid to tax authontics.

Current Income Tax

Current income tax assets and liabilities for the current period are measured at the amount expected
to be recovered from or paid to Inland Revenue Department in respect of the current year, using the
tax rates and tax laws enacted or substantively enacted on the reporting date and any adjustment to
tax payable in respect of prior ycars.

Current income tax relating to items recognized directly in equity or OCI is recognized in equity or
OCI and not in the Statement of Comprehensive Income.

Management periodically evaluates positions taken in the tax retumns with respect to situations in
which applicable tax regulations are subject to interpretation and establishes provisions, where
appropriate.

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes at the reporting
date. Deferred tax liabilities are recognized for all taxable temporary differences, except:

e When the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss

e In respect of taxable temporary differences associated with investments in subsidiarics,
associates and interests in joint arrangements, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse
in the foreseeable future

Deferred tax assets are recognized for all deductible temporary differences, the carry forward of
unused tax credits and unused tax losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carry forward of unused tax
credits and unused tax losses can be utilized, except:

e Where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss

* In respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint arrangements deferred tax assets are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each
reporting date and are recognized to the extent that it has become probable that future taxable profit
will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities arc measured at the tax rates that are expected to apply to the year
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantixely-enacted at tho, reparting date.
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Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss.
Deferred tax items are recognized in correlation to the underlying transaction either in OCI or
directly in equity.

Deferred tax assets and deferred tax liabilities arc offset, if a legally enforceable right exists to set
off current tax assets against currcnt tax liabilitics and the deferred taxes relate to the same taxable
entity and the same taxation authority.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for scparate
recognition at that date, arc recognized subscquently if mew information about facts and
circumstances change. The adjustment is either treated as a reduction in goodwill (as long as it does
not exceed goodwill) if it was incurred during the measurement period or recognized in profit or
loss.

Inventories:

Inventoncs are assets:

- held for sale in the ordinary course of business;

- in the process of production for such sale; or

- in the form of materials or supplies to be consumed in the production process or in the
rendering of services.

Inventories are valucd at the lower of cost and net realizable value. Net realizable value is the
estimated sclling price in the ordinary coursc of business less the estimated cost of completion and
the estimated cost necessary to make sale.

Financial Instruments:

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Recognition

Financial asscts are recognized when the Company becomes a party to the contractual provisions
of the instrument. On initial recognition, a financial asset is recognized at fair value. In case of
financial asscts which are recognized at fair value through profit and loss (FVTPL), its transaction
cost is recognized in the statement of profit and loss. In other cases, the transaction cost is attributed

to the acquisition value of the financial asset. Financial assets are subsequently classified and
measured at;

- Amortized cost
- Fair valuc through profit and loss (FVTPL)
- Fair value through other comprehensive income (FVOCI).

Financial assets are not reclassified subsequent to their recognition, except during the period the
Company changes its business model for managing financial assets.

Classification
Financial Assets

The Company classifies the Financial Assets as subsequently measured at amortized cost or
fair value on the basis of the Company’s business model for managing the Financial Assets and
the contractual cash flow characteristics of the Financial Assets.
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The Financial Asscts arc classified under two classes which arc detailed as under,

Financial Assets Measured at Amortized Cost

The Company classifies a Financial Assct mcasured at amortized cost if both of the following

conditions are met:

o The assct is held within a busincss modcl whosc objcctive is to hold asscts in order to collcct
contractual cash flows and

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

Financial Asset Measured at Fair Value

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

asscts measured at fair value are further classified into two categories as below:

¢ Financial Assets at fair value through profit or loss.

Financial asscts are classified as Fair Value through Profit or Loss (FVTPL) if they are held for
trading or arc designated at fair value through profit or loss. Upon initial recognition,
transaction cost is directly altributable to the acquisition are recognized in profit or loss as
incurred. Such asscts arc subscquently measured at fair valuc and changes in fair valuc arc
recognized in Statement of Comprehensive Income.

* Financial Assets at fair value through other comprehensive income

Investment in an cquity instrument that is not held for trading and at the initial recognition, the
Company makes an irrevocable election that the subsequent changes in fair value of the
instrument is to be recognized in other comprehensive income are classified as Financial Assets
at Fair Value Though Other Comprehensive Income. Such assets are subsequently measured at
fair valuc and changes in fair value are recognized in other comprehensive income.

Financial Liabilities

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

* Financial Liabilities at Fair Value through Profit or Loss

Financial liabilities are classified as fair value through profit or loss if they are held for trading
or arc dcsignated at fair valuc through profit or loss. Upon initial recognition, transaction costs
are directly attributable to the acquisition are recognized in Statement of Comprehensive
Income as incurred. Subsequent changes in fair value is recognized at profit or loss

¢ Financial Liabilities measured at amortized cost

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

Measurement

Initial Measurement

A financial asset or financial liability is measured initially at fair value plus or minus, for an item

not at fair value through profit or loss, transaction costs that are directly attributable to its acquisition .

or issuc. Transaction cost in relation to financial assets and liabilities at fair value through profit or
loss are recognized in-Statement of Comprehgnsive Income.

Company Ltd.
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il Subsequent Measurement

A financial asset or financial liability is subsequently measured cither at fair valuc or at amortized
cost based on the classification of the financial assct or liability. Financial assets or liability
classified and measured at amortized cost is subscquently measured at amortized cost using
effective interest rate method.

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

Financial assets classified at fair valuc are subscquently measured at fair value. The subsequent
changes in fair value of financial asscts at fair value through profit or loss are recognized in
Statement of Comprehensive Income whereas of financial assets at fair value through other
comprehensive income are recognized in other comprehensive income.

During the current year, the Company identified that the effective interest ratc (EIR) used to
amortizc a term loan was incorrectly calculated, resulting in misstatement of intercst expensc and
loan carrying amount in prior years.

The error has been corrected by restating each of the affected financial statement line items for prior
periods as follows

e e 1,075994702 | 109,619,630
Reversal of Previous Year's Amortization
Adjustment

Opening Balance Restated as on Ist Shrawan,
2081

12,350,773 (12,350,773)

1,088,345,475 97,268,857

D. Derecognition
Derecognition of Financial Assets

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

On de-recognition of a financial asset, the difference between the carrying amount of the asset (or
the carrying amount allocated to the portion of the asset transferred) and the consideration received
(including any new asset obtained less any new liability assumed) shall be recognized in profit and
loss account.

In transactions in which the Company neither retains nor transfers substantially all the risks and
rewards of ownership of a financial asset and it retains control over the asset, the Company -
continues to recognize the asset to the extent ofits continuing involvement, determined by the extent

to which it is exposed.te-changes in the value of the transferred asset.
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Derecognition of Financial Liabilities

A financial liability is derccognized when the obligation under the liability is discharged or canceled
or cxpired. Where an existing financial liability is replaced by another from the same lender on
substantially differcnt terms, or the terms of an existing liability are substantially modified, such an
cxchange or modification is treated as a derecognition of the original liability and the recognition
of a new liability. The difference between the carrying value of the original financial liability and
the consideration paid is recognized in Statement of Comprehensive Income.

Offsetting of financial assets and financial liabilities

The company has not offsct any of its financial assets with financial liabilitics as at 16" July 2025.
Financial asscts and financial liabilitics are offset, and the net amount arc reported in the statement
of financial position only when there is a legally enforceable right to offsct the recognized amounts
and there is an intention to settlc on a net basis, or to realize the asscts and scttle the liability
simultaneously.

Impairment

The company has applied the impairment requirements for the recognition and measurement of a
loss allowance for financial assets in order to recognize incurred credit losscs for all financial
instruments for which there have been significant increases in credit risk since initial recognition
— whether assessed on an individual or collective basis, considering all reasonable and supportable
information. An impairment gain or loss is recognized in profit or loss, the amount of incurred
losses (or reversal) that is required to adjust the loss allowance at the reporting date to the amount
that is required to be recognized in accordance with this Standard. At each reporting date, company
asscss whether the credit risk on a financial instrument has increased significantly since initial
recognition. To make that assessment, an entitv compare the risk of a default occurring on the
financial instrument as at the reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and consider reasonable and supportable information,
that is available without undue cost or cffort, that is indicative of significant increases in credit risk
since initial recognition.

When making the assessment, assets with a potential need for a write down are grouped together
on the basis of similar credit risk characteristics, tested collectively for impairment and written
down, if necessary. Estimated irrecoverable amounts are based on the ageing of the receivable
balances, taking previous cases of default into consideration and historical experiences.

Classification of Financial Asset and Financial Liabilities

Financial Assets

ja garmatha
i Company Ltd.

As at 32" Ashadh, 2082

R : % Assets at Fair Valoe . | Assets a
Financial Assets Measured at FVTOCI 720,000,000 720,000,000
Investment Measured at FVTPL 1,102,024 - - 1,102,024
Trade Receivable - - | 44,529,124 44,529,124
Other Financial Assets - - 175,500 175,500,
Cash & Cash Equivalents - - | 106,926,170 106,926,170

e Totall e 0 11,102,024 [ 720,000,000 | 151,630,795 | 872,732,818.00°
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As at 31" Ashadh, 2081
5 el s 1 Assets at Fair Value Assetsat ‘| o
ApRL R 1 Vo orlued 1 Total -
- P + pag i e 1 o .-1.::-".:. 3 -\:mI‘. 5 . moc‘ v g Amco’t i { L: o -‘-_. e,
Financial Asscts Measured at FVTOCI 315.000.000 315.000.000
Investment Measured at FVTPL 100,769,300 - - | 100.769.300
Trade Receivable - -| 44,979,115 | 44,979,115
Other Financial Assets - - | 267,765,500 | 267,765,500
Cash & Cash Equnalcms - _ = 2],4_12.852 21412.852
s . | 100,769,300 | 315,000,000 334,157,467 | 749,926,768
Financial Liabilities
As at 32" Ashadh, 2082 NPR
5 Assets at Fair Value |  Assets at Amortized
Plrhculm [ FVTPL | FVTOCI Cost o Total
Long Term Borromgg - - | 887345475 | 887,345,475
Short Term Borrowings - - | 333,026,972 | 333.026.972
Other Financial Liabilitics - = 50,056,192 50,056,192
v vt AP s i o ek it 1,270,428,639 | 1,270,428,639.
As at 31" Ashadh 2081
. : Assets at Fair Value Asseu at Amortized 5
amml I AR : ; = Tutll
Patialans FVTOCI e e
Logg Tcn'n Bon-o“mg - - 096, 935 807 996 935, 80?
Short Term Borrowings - - 91,409,668 91,409,668
Other Financial Liabilities - - !06‘05 5,651 106,055 65I
<< Totale v - | B 1,194,401,126 | 1,194,401,126
Cash and Cash Equivalents

Cash and cash cquivalents in the Statement of Financial Position comprise cash at banks and on
hand and short-term deposits with a matunity of three months or less, which are subject to an

insignificant risk of changes in value.

Ordinary Share Capital:

The Company has issucd ordinary sharcs that arc classificd as cquity instrumcnts. Sharcs arc
classified as equity when there is no obligation to transfer cash or other assets. Equity is defined as
residual interest in total assets of the Company after deducting all its liabilities. Common shares are
classified as equity of the Company and distributions thereon are presented in statement of changes
n cqun}'.

Employee Benefits

Short Term Employee Benefits

Short term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided.

A liability is recognized for the amount expected to be paid under short term cash bonus or profit
sharing plans, rcquircd by the Bonus Act, 2030, if thc Company has present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the obligation
can be estimated_reliably.
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Short-term employee benefits include all the following items (if payable within 12 months aftcr the
cnd of the reporting period):

* wages, salaries and social sccurity contributions,

¢ paid annual Icave and paid sick lcave,

e profit-shaning and bonuses and

¢ non-monctary benefits

Retirement benefits and other long-term employee benefits

Company is associated with SSF and employee related liabilities have bccn contributed to SSF
and Company does not have long term Labilitics related to employees retircment benefits as at
reporting date.

Provisions:

Provisions are recognized when the Company have a present obligation (legal or constructive) as 2
result of a past event, and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. Where the Company expects some or all of a provision to be reimbursed, the
reimbursement is recognized as a separate asset, but only when the reimbursement is virtually
certain. The expense relating to a provision is presented in the statement of comprehensive income
nct of any reimbursement. If the effect of the time value of money is material, provisions are
discounted using a current pre-tax rate that reflects, where appropriate, the nsks specific to the
liability. Where discounting is used, the increase in the provision due to the passage of time is
recognized as a finance cost.

A disclosure for contingent liability is made when there is a possible obligation or a present
obligation that may but probably will not require an outflow of resources. When there is a possible
obligation or a present obligation in respect of which the likelihood of outflow of resources is
remote, no provision or disclosure is made.

The company has provided a corporate guarantee of Rs. 6,87,20,00,000 in favor of M/S Electro
Power Company Limited against the bank loan, facilities, and related obligations with the
consortium banks.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it
is no longer probable that an outflow of resources would be required to settle the obligation, the
provision is reversed. Contingent assets are not recognized in the financial statements. However,
contingent asscts arc asscsscd continually and if it is virtually certain that an inflow of cconomic
benefits will arise, the asset and related income are recognized in the period in which the change
oceurs.

Leases

The Company, as a lessee, recognizes a right of use asset and a lease liabulity for its leasing
armangements, as the contract conveys the right to control the use of an identified asset. The contract
conveys the right to control the use of an identified asset, as it involves the use of an identified asset
and the company has substantially all of the economic benefits from use of the asset and has right
to dircct the usc of the identificd assct. The cost of the right of usc assct shall comprisc of the
amount of the initial measurement of the lease liability adjusted for any lease payments made on or
before the commencement date, plus any initial direct costs incurred. The night-of-use assets is
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subsequently measured at cost less any accumulated depreciation, accumulated impairment losscs,
if any and adjusted for any remcasurcment of the lease liability. The right of-usc assets is
depreciated using the straight-line method-from the commencement date over the shorter of lease
term or useful life of right-of-usc assct. The Company measures the lease liability at the present
valuc of the leasc payments that are not paid at the commencement date of the lease. The lease
payments are discounted using the interest rate implicit in the lease, if that rate can be readily
detcrmincd. If that ratc cannot be readily determined, the Company uscs incremental borrowing
rate. For short-term and low value leases, where all the risk and rewards incidental to ownership
are not transferred to the company (operating lease), the total rentals payable under the leasc are
charged to the profit or loss statement over lease term.

Foreign Currency Translation

The Company’s financial statements are presented in Nepalese Rupee (NPR), which is also the
company s functional currency.

Foreign cumrency transactions are translated into the functional currency using exchange rates at the
date of the transaction. Foreign exchange gains and losses from settlement of these transactions are
recognized in the Statement of Profit and Loss. Non-monctary items in a forcign currency that arc
measured in terms of historical cost arc translated using the exchange rates as at the dates of the
initial transactions. Non-monetary items in foreign currency measured at fair value are translated
using the exchange rates at the date when the fair value was determined.

Foreign exchange differences arising on the settlement or reporting of monetary items at rates
different from those which were initially recorded are dealt with in the Statement of Comprehensive
Income.

Valuation Hierarchy

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

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

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

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

Valuation Hierarchy of Financial Assets

As at 32" Ashadh, 2082
Financial Assets Measured at FVTOCI 720,000,000
Investment Measured at FVTPL 1,102,024 -
Trade Reccivable - - | 44529124
Other Financial Assets - - 175,500
Cash & Cash Equivalents 122,273,131 - -
TGRSR 123375155] - [ 764,704,624
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As at 31" Ashadh, 2081 _ _
- Particulars | Levell |[Level2| Level3
Financial Asscts Measured at FVTOCI 315,000,000
Investment Mcasured at FVTPL 1,102,024 - 100,000,000
Trade Reccivable ~ - 44,979,115
Other Financial Asscts - - 122,765,500
Cash & Cash Equivalents 22,412,752 - _ =
: . Total ™~ }23514776| - | 582,744,615
Valuation Hierarchy of Financial Liabilities
As at 32" Ashadh, 2082
Particulars - . Levell | ‘Level2 ~ - Leveld =
Long Term Borrowing - - 887,345,475
Short Term Borrowings - - 333,026,972
Other Financial Liabilitics - - 34,042,192
As at 31" Ashadh, 2081 '
(L. Particulars | Levell . | . Level2 | " Level3 -
Long Term Borrowing - - 996,935,807
Short Term Borrowings - - 91,409,668
Other Financial Liabilities - - 35,217,651

Financial Risk Management Objectives

The Company’s business activities expose it to a variety of financial risks. namely primarily to
fluctuations in interest rates, equity prices, liquidity, and credit risk and foreign currency exchange
ratcs, which may adverscly impact the fair valuc of its financial instruments. The Company's Board
and senior management has overall responsibility for the establishment and oversight of the
Company's risk management. The Company's risk management policies are established to identify
and analyze the risks faced by the Company, to set appropriate risk limits and controls, and to
monitor risks and adhercnce to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the Company’s activities.

The Risk Management is done by the Company's management that provides assurance that the
Company's financial risk activitics arc govemed by appropriatc policics and procedurcs and that
financial risks arc identified, measured, and managed in accordance with the Company's policies
and risk objectives.

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

Credit Risk:

Credit risk arises when a counterparty defaults on its contractual obligations to pé.y resulting in
financial loss to the Company, The credit risk for the company primarily arises from credit
exposures to trade receivables.

Trade and other receivables: Thc company’s busincss is prcdominantly through salcs of powcr.,
The company has PPA agreement with Nepal Electricity Authority (NEA). NEA is a government
body due to whigh the risk of credit default is significantly low.

Company Ltd.
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