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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF SINGATI HYDRO ENERGY LIMITED

Disclaimer of Opinion

We were engaged to audit the financial statements of Singati Hydro Energy Limited,
Kathmandu (the ‘company’) which comprise the Balance Sheet as at Ashadh 31, 2080, and
the income statement, 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.

We do not express an opinion on the accompanying financial statements of the company.
Because of the significance of the matters described in the Basis for Disclaimer of Opinion
section of this report, we have not been able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

As pronounced by The Institute of Chartered Accountants of Nepal, the company, as having
public accountability, is required to prepare its general purpose financial statements in
accordance with Nepal Financial Reporting Standard (NFRS) from FY 2073/74 onwards.

However, the company has not prepared its financial statements in accordance with NFRS,
but in accordance with Nepal Accounting Standards and other generally accepted practices.
The consequential impact of not adopting NFRS is currently not ascertainable and could be
material and pervasive.

Other Information
Management is responsible for the other information.

The other information comprises the financial or non-financial information included in the
annual report, but does not include the financial statements and our auditor’s report
thereon. The annual report is expected to be made available for our review after the date of
this auditor’s report.

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

In connection with our audit of financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, we will 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.

When we read the annual report, if we conclude that there is a material misstatement
therein, we are required to request management and those charged with governance to
correct the material misstatement.
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Responsibilities of Management and Board of Directors for the financial statements

The directors are responsible for the preparation of financial statements that give a true and
fair view in accordance with Nepal Financial Reporting Standards, and for such internal
control as the directors determine 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 the management either
intends to liquidate the company or to cease operations, or have no realistic alternative but
to do so.

Board of Directors are responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our responsibility is to conduct an audit of the company’s financial statements in accordance
with Nepal Standards on Auditing and to issue an auditor’s report. However, because of the
matters described in the Basis for Disclaimer of Opinion section of our report, we were not
able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion
on these financial statements.

We are independent of the company in accordance 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.

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

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

ii. ~ 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 Firm’s internal control.

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

iv.  Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Firm'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
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report. However, future events or conditions may cause the Firm to cease to continue
as a going concern.

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

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

We also 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 the Requirements of the Companies Act, 2063
Based on our audit on the requirements of the Companies Act, 2063, we report that:

i) We have obtained all the information and explanations, which to the best of our
knowledge and belief were necessary for the purpose of our audit;

i) In our opinion, except for not preparing financial statements in accordance with NFRS,
proper books of accounts as required by law have been kept by the company so far as it
appears from our examination of such books of accounts;

iii) In our opinion, the Balance Sheet, Income Statement and Cash Flow Statement dealt with
by this report are in agreement with the books of accounts;

iv) To the best of our information and according to explanation given to us and 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 the board of directors or any representative
or any employee of the company have acted contrary to the provisions of laws relating to
accounts or committed any misappropriation or caused any loss or damage to the
company.

For G. & G. Associates,

Chartered Accou_n%a(nt&t,---\
UDIN: 231102CA014498rod9 < aA
Date: 2080/07/16 W G\
Place: Kathmandu ’cg“;——' >
CA. Avash (;auca\nF°i
Partner

_____wilafosee W Riorch 81531 Saroff .



Singati Hydro Energy Ltd.
Kathmandu, Nepal
BALANCE SHEET
As at 31 Ashadh, 2080
As at As at
Particulars Schedul
chect®]  2080103/31 2079/03/32
EQUITIES AND NON-CURRENT LIABILITIES

Equity Shareholders' Fund
Share Capital 1 1,450,000,000 1,450,000,000
Accumulated profit/ (loss) (198,277,647) (45,000,556)
Total Equity 1,251,722,353 1,404,999,444
Non-Current Liabilities
Long Term Loan 2 4,514,782,449 4,549 889,806
Bridge Gap Loan 3 = <
Total Non-Current Liabilities 4,514,782,449 4,549,889,806
Total Equities and Non-current Liabilities 5,766,504,803 5,954,889,250
ASSETS
Non current Assets:
Property, Plant and Equipment (Gross) 4 6,182,805,516 6,175,397,885
Less: Accumulated Depreciation (451,863,809) (243,376,826)
Net Fixed Assets 5,730,941,707 5,932,021,058

5 47,950,000 30,000,000
Total Non-Current Assets 5,778,891,707 5,962,021,058
Current assets:
Advances and Deposits 6 135,659,108 149,073,495
Inventory 9,048,750 -
Cash and bank balances 7 2,896,326 3,607,243
Sub- total 147,602,182 152,680,738
Less: Current liabilities & provisions
Creditors & account payables 8 9,088,511 9,047,448
Withholding tax payable 9 900,575 765,099
Demand Loan 10 150,000,000 150,000,000
Sub-Total 159,989,086 159,812,547
Net Current assets (12,386,905) (7,131,809)
TOTAL ASSETS 5,766,504,803 5,954,889,250
Significant accounting policies & Notes to A/C 17
Schedule 1-17 form integral part of these financi ements As per our report on even date

AN

-

Bhypal P.S. Tajpuriya Shyam Pra d Khatiwada Pravin Bhattarai
Account Ofr icer Dlrector Director
\__ 1
Sudip Khadka Sudip Raj Gautam
Executive-Director

Chairman

q8 3 aiffes yfddiger

Wﬂ’“’ d
CA. Avash Gautam
Partner

G. & G. Associates
Chartered Accountants

Date: 16.07.2080
Place:Kathmandu, Nepal
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Singati Hydro Energy Ltd.
Kathmandu, Nepal

INCOME STATEMENT

For the year ended 31 Ashadh 2080

= F.Y: F.Y.
Particulars Schedule 2079/80 2078/79

INCOME
Income from Operation 11 645,955,452 646,681,326
Other Income 12 366,941
Total 646,322,393 646,681,326
EXPENSES
Operating Expenses 13 19,014,395 19,259,901
Employees Remuneration Expenses 14 20,662,019 20,351,820

dministrative & General Expenses 15 41,502,376 40,731,413
Finance cost 16 509,933,712 410,297,179
Depreciation charges 4 208,486,983 201,041,570
Total 799,599,484 691,681,882
Net Operating Profit/ (Loss) of the year (153,277,091) (45,000,556)
Up To Previous Year Profit/(loss) (45,000,556) -
Loss carried forward to Balance Sheet (198,277,647) (45,000,556)
Significant accounting policies & Notes to A/C 17

As per-ourreport on even date

Schedule 1-17 form integral part of these fin | statements. e\
Bm ajpuriya Shyam Prasad Khatiwada Pravin Bhattéra;i

Account Officgr Director Director

~ ; r G. & G. Associates
6>/ o ¢ »}K Chartered Accountants
Fi .

Sudip Khadka Sudip Raj Gautam Date: 16.07.2080
Executive-Director Chairman Place:Kathmandu, Nepal
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Singati Hydro Energy Ltd.

Kathmandu, Nepal

Cash Flow Statement
For the year ended 31 Ashadh 2080

Particulars F.Y. 2079/80 F.Y. 2078/79
CASH FLOW FROM OPERATING ACTIVITIES
Profit(Loss) of the Year (153,277,091) (45,000,556)
Add: Finance cost 509,933,712 410,297,179
Add: Depreciation 208,486,983 201,041,570
Cash Flow trom Operating Activities betore change in
\working capital 565,143,604 566,338,193
Cash Flow from changes in working capital
Decreased(Increased) in Current Assets 4,367,640 (135,730,374)
Increased(Decreased) in Current Liabilities 176,540 8,931,995
Cash Flow from Operating Activities (A) 569,687,783 439,539,814
CASH FLOW FROM INVESTING ACTIVITIES
Investment in Fixed and Tangible Assets (7,407,632) (6,106,633,339)
Project Expenses( Work-in-progress) - 6,092,725,069
Investment in Orbit energy Pvt Ltd (17,950,000) (30,000,000)
Add: Depreciation
Cash Flow from Investing Activities (B) (25,357,632) (43,908,270
CASH FLOW FROM FINANCING ACTIVITIES
Paid-up capital - -
Increase/Decrease in Loan (35,107,357) 8,701,233
Less: Interest paid (509,933,712) (410,297,179)
Cash Flow From Financing Activities (C ) (545,041,068) (401,595,945)
Total Cash Generated in this year (A+B+C) (710,917) (5,964,401)
Opening cash and bank balance 3,607,243 9,571,644
Cash and Bank Balance at the End of the Year 2,896,326 3,607,243

Significant accounting policies & Notes to A/C - Schedule 17

Schedule 1-17 form integral part of these fi

ial statements.

As per our report on even -:dfé!'ié'

e

. Honn/

Blupal P.S. Ta_ipnriy_a ~Shyam Prasad Khatiwada Pravin Bhatiai‘ai CA. Avash Gautam
Account Officer S| Director Director Partner

6\/' P Sty . G. & G. Associates
Sudip I%i(}autam

Chartered Accountants
ra
Sudip Khadka

Executive-Director Chairman

Date: 16.07.2080
Place:K athmandu, Nepal
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Singati Hydro Energy Ltd.
Kathmandu, Nepal

Schedule annexed to and forming part of the financial statements as at 31 Ashad 2080 (16th July 2023)

Schedule 1: Share Capital Amount in NRs.
Particulars As at 2080/03/31 As at 2079/03/32

Authorised Share Capital

29,000,000 ordinary shares of Rs. 100 each 2,900,000,000 2,000,000,000

Issued Share Capital

29,000,000 ordinary shares of Rs. 100 each 2,800,000,000 1,450,000,000

Paid-Up Share Capital :

14,500,000 ordinary shares of Rs. 100 each 1,450,000,000 1,450,000,000
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Singati Hydro Energy Ltd.
Kathmandu, Nepal

Schedule annexed to and forming part of the financial statements as at 31 Ashad 2080 (16th July 2023)

Schedule 2: Long Term Loan Amount in NRs.
Particulars As at 2080/03/31 As at 2079/03/32
1 |Term Loan 4,514,782,449 4,549,889,806
Term Loan-Global Ime Bank 2,172,956,118 2,167,943,033
Lumbini Bikash Bank Ltd. - 110,559,878
Mahalaxmi Bikash Bank Ltd. - 110,356,982
Prabhu Bank Ltd. 218,409,750 222,151,583
Siddhartha Bank Ltd. 1,884,926,460 1,696,302,356
Mega Bank Ltd 238,490,121 242,575,974
Schedule 3: Bridge Gap Loan Amount in NRs.
Particulars As at 2080/03/31 As at 2079/03/32
1 |Bridge Gap Loan - -

T N ) Riorch 8153 Soroff .
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Singati Hydro Energy Ltd.
Kathmandu, Nepal

Schedule annexed to and forming part of the financial statements as at 31 Ashad 2080 (16th July 2023)

Schedule 5: Other Non Current Assets

Amount in NRs.

Particulars

As at 2080/03/31

As at 2079/03/32

Investments

Investment in Orbit Energy Pwvt. Lid. 47,950,000 30,000,000.00
Total 47,950,000 30,000,000
Schedule 6: Advances & Deposits

Particulars As at 2080/03/31 As at 2079/03/32
Advance To Staff 220,623 260,347
Advance to Ankhu Khola Jalavidhyut Company 10,000,000 10,000,000
Margin And Deposit 152,000 5,587,000
Bank Margin 2,800,000 2,800,000
Bank Margin at Civil Bank Ltd (3,143,000) 2,592,000
Deposited at DOED 155,000 155,000
Security Deposit for H2o0 Gas 40,000 40,000
Margin At Global Ime Bank 300,000

Other Advances 11,213,465 9,489,800
Advance Him Bahadur Pandey - 200,000
Advance Hunan Royal Trading Company Ltd. - 1,780,500
Advance NepPower Enterprises Pvt Ltd. - 300,000
Advance Orbit Energy Pvt Lid. - 3,700,000
Advance, Baibhab Power Nepal Pvt Ltd. - 3,509,300
Pre-Paid Insurance 11,213,465 -
Sundry Debtors 114,073,018 123,736,348
Sundry Debtors 114,073,018 123,736,348
Total 135,659,106 149,073,495
Schedule 7: Cash & Bank Balances

Particulars As at 2080/03/31 As at 2079/03/32
Cash in Hand -Petty Cash 20,000 769
Bank Accounts 2,876,326 3,606,474
Century Commercial Bank -Singati-0020020011701 66,413 66,413
Century Commercial Bank 15,903 -
Civil Bank Ltd-00210009258013 489,471 129,989
Prabhu Bank Ltd 10,000 54,445
Prime Commercial Bank Ltd. 4,925 4,925
Mahalaxmi Bikash Bank Ltd. 7,985 5,727
Lumbini Bikash Bank Ltd. 24,101 21,033
Global Ime Bank 1,320,385 1,019,554
Mega Bank Ltd. 1,000 291,789
Siddhartha Bank Ltd. - 1,152 881
Kumari Bank Ltd 859,719 859,719
Swift Margin Deposit GBIME 76,424 -
Total 2,896,326 3,607,243
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Singati Hydro Energy Ltd.
Kathmandu, Nepal

Schedule annexed to and forming part of the financial statements as at 31st Ashad 2080

Schedule 8: Creditors & Accounts Payables Amount in NRs.
Particulars As at 2080/03/31 As at 2079/03/32

1 Other Payable 5,508,897 3,956,865
Payable Audit Fees 156,100 111,500
Payable Rudra Bdr, Khatri 12,000 12,000
Payable Amarsons International 14,405 170,859
Payable Agua world pvt Itd - 1,840
Payable Bm Enterprises 56,331 76,886
Payable Chandra Bdr Thami 480,000 480,000
Payable Clean Energy Consultants 200,000 200,000
Payable Deerwalk Auto Service. - 176,929
Payable Media Gate Pvt.Ltd. 162,354 -
Payable N.S.A. & Associates,Chartered Accountants) 55,750 -
Payable Karki Multi Trading Concern Pvt.Ltd. 15,323 15,323
Payable Kasthamandap Automotive Pvt.Ltd. 190,257 -
Payable Kumari Capital Limited 49,250 -
Payable Mega Capital Markets Ltd 29,501 -
Payable Sonu Mantinance Center 2,825 -
Payable New Vivek Auto 10,863 10,863
Payable Prizma Engineering Workshop - 45,483
Payable Energy Enformation Center Pvt. Ltd. 49,336 49,336
Payable Sim Ghattekhola Laghu Jalabidhut - 1,196,267
Payable Site Office 216,947 337,258
Payable Himal Stationery 1 35,714
Sundry Creditors 1,207,655 405,000
Payable Kasthamandap Automotive Pvt.Ltd. - 228,932
Payable Office Equipment Infosys Pvt Ltd. - 10,927
Payable Prism Engineering Workshop - 173,336
Payable Shikhar Fashion - 57,088
Payable TP Adhikari & Associates 100,000 100,000
Payable Kantipur Auto Pvt.Ltd. - 61,325
Royalty Payable to DOED 2,500,000 -

2 Payable Management 2,135,685 3,218,850

3 Payable To Staff 1,443,929 1,871,733
Payable Bibek Pandey 91,640 91,640
Payable Leave Allowance 1,121,052 965,855
Payable Ramesh Adhikari 63,750 63,750
Payable Bishnu Regmi 51,750 -
Payable Shyam Kishor Yadav 58,537 58,537
Payable Sudip Khadka 57,200 245,224
Payable Belove Raj Gautam - 382,602
Payable Bhupal Tajpuriya - 64,125
Total 9,088,511 9,047,448
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Schedule 9: Tax & TDS Payable Amount in NRs.
Particulars As at 2080/03/31 As at 2079/03/32
TDS on Misc Payable 115,941 36,437
TDS on Salary 356,013 510,188
TDS on Service Charge and Fees 285,821 211,274
TDS On Audit Fee Payable 2,100 1,500
TDS on Land Lease 5,700 5,700
House Rent Tax 135,000 -
Total 900,575 765,099
Schedule 10: Demand Loan

Demand Loan As at 2080/03/31 As at 2079/03/32
Demand Loan Global Ime Bank Ltd. 150,000,000 150,000,000
Total 150,000,000 150,000,000
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Singati Hydro Energy Ltd.
Kathmandu, Nepal

Schedule annexed to and forming part of the financial statements as at 31st Ashad 2080

Schedule 11: Income Amount in NRs.
Particulars FY 2079-80 FY 2078-79
Income from sale of Electricity 645,955,452 646,681,326
Total 645,955,452 646,681,326
Schedule 12: Other Income

Particulars FY 2079-80 FY 2078-79
Other Miscellaneous Income 366,941 -
Total 366,941 =
Schedule 13: Operating Expenses

Particulars FY 2079-80 FY 2078-79

Bay Charge to NEA 432,000 432,000
Short Supply Charge 3,235,599 3,478,393
Royalty To DOED 15,346,796 15,349,508
Total 19,014,395 19,259,901
Schedule 14: Employees Remuneration Expenses

Particulars FY 2079-80 FY 2078-79
Employees Remuneration 18,625,648 17,302,870
Annual Leave Allowances Staff 1,204,081 1,136,300
Festival Expenditure 490,975 1,499,415
Group Accidental Insurance 175,895 225,595
Staff Medical Insurance 165,420 187,640
Total 20,662,019 20,351,820
Schedule 15: Administrative & General Expenses Amount in NRs.
Particulars FY 2079-80 FY 2078-79
Advertisement Expenditure 485,950 295,981
Affiliation Cost 70,000 89,147
Agency Fee - 3,669,164
AGM Expenses 194,217 -
Allowances to Director 843,900 853,000
Audit Fees 158,200 113,000
Bank Charge 12,001 7,138
Bank Loan Rating Fees Expn 639,580 521,495
Cleaning Charge Expn 60,000 -
Compensation Expenses 320,000 591,602
Contribution Expn 17,647 -
CSR Expenses 225,000 230,000
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Custom Expenses 428,404 479,067
Daily Allowances & Wages 872,862 1,128,673
Donation Expenses 70,200 -
Electric Items Expn 432,609 1,319,624
Electricity Expenses 176,200 679,951
Exchange Loss - 4,188,435
Financial Consultancy Fee 141,250 666,700
First Aid And Medicail 11,703 10,882
Fitting Charge P/L 20,000 -
Food And Accommodatin 216,165 522,098
Fuel and Lubricants 3,096,137 1,492,611
Government Charge & Fees Expn 451,000 -
Gratuity Expenses 879,804 -
Grading Fee Expenses - 169,500
Kitchen Materials Expn 381,100 379,194
L/C Charge and Bank Charge for EM 146,665 512,149
Legal Expenses 155,000 -
Loss Of Profit (Property) Insurance Expn 3,078,145 -
Machinery Breakdown Insurance for Project 7,313,475 -
Machinery Items Expn 12,904 <
Meeting Allowances 1,063,500 641,000
Office Expenses - 42 877
Office Rent Expenses 1,800,000 1,800,000
Office Supply & Miscelleneous Expn 159,625 511,581
Parking Charge for Vehicle Expn 20,625 -
Photocopy & Printing Expenses 118,933 268,119
Project Insurance 6,493,955 8,588,020
Project Promotion Expenses 1,153,150 975,000
Project Travelling 984,350 1,337,500
Protection Works 935,709 1,519,743
Providend Fund Expenses 1,056,183 -
Repair And Maintinances 738,490 2,956,915
RTS Fee 72,207 75,000
Renew Fee Nepal Stock Exchange Limited 100,000 100,000
Right Issue Management Fee Expn 50,000 -
Renew Fee CDS and Clearing Ltd 220,000 -
Sebon Registration Fee 45,000 -
Security Guard Charge 80,004 -
Social Mitigation Expenses - 55,000
Stationary Expn 155,375 -
Software Subscription and Renewal Charge 27,120 -
Taxes and Fees 1,500,000 382,590
Telephone and Internet 496,316 334,818
Tiffin and Refreshment 772,950 389,203
Transmission Line Works 49,545 37,000
Transportation Expenses 52,946 37,215
Tree Plantation Expenses 120,000 143,500
Vehicle Insurance Expn 15,570 150,885
Vehicle Renew Tax & Fee Expenses 363,525 .
Vehicle Repair And Maintinances Expn 1,924,580 2,426,595
Website Devlopment Expenses 22,600 22,600
Project Overhead - 16,839
Total - 41,502,376 40,731,413
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Schedule 16: Finance cost

Amount in NRs.

Particulars FY 2079-80 FY 2078-79
Interest Century Bank - 4,835,076
Interest Civil Bank - 75,284,522
Interest Global Ime Bank 244 617,007 151,495,141
Interest Kumari Bank - 5,318,150
Interest Lumbini Bikash Bank 490,956 9,826,990
Interest Mahalaxmi Bikas Bank 490,045 10,033,974
Interest Mega Bank Ltd 26,876,083 21,148,825
Interest on B.G. Loan - 25,435,880
Interest Prabhu Bank 24,314,445 19,845,643
Interest Siddhartha Bank 208,003,474 81,116,530
Loan Service Charges 4,699,890 -
Loan Prepayment Charge 441,812 5,956,448
Total 509,933,712 410,297,179
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SINGATI HYDRO ENERGY LTD.
Kathmandu

For the Financial year 2079/80
SCHEDULES FORMING PART OF THE BALANCE SHEET AND INCOME STATEMENT

SCHEDULE No. 17: SIGNIFICANT ACCOUNTING POLICIES & NOTES TO ACCOUNTS

. SIGNIFI P
. Corporate Information

Singati Hydro Energy Ltd is a Public limited company registered with office of Company
Registered on 2075/03/06 (Initially registered as Private Limited Company on
72937/066/067). 1t has entered into PPA for development and generation of 25 MW hydro
power project. The project was awarded by Government of Nepal under tender process and

known as Super 6 project. The Company has commenced its commercial production of electricity
from Shrawan 17, 2078.

The company was listed on Nepal Stock Exchange (NEPSE) as SHEL.

Approval of Financial Statements by Board of Directors

The accompanied financial statements have been adopted by the board of directors in its
meeting dated 2n November 2023 and recommended for its approval in the upcoming annual
general meeting of shareholders.

. Summary of Significant Accounting Policies

The principal accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all the year presented, unless
otherwise stated.

A. Basis of Preparation
The financial statements are prepared under the historical cost convention on accrual
basis, in accordance with the Nepal Accounting Standards (NAS applicable before NFRS),
the provisions of the Companies Act, 2063 and other relevant laws.

The applicable financial reporting framework for the company (being having borrowing
of minimum of NRs 500 million) for the FY 2079/80 is Nepal Financial Reporting
Standards (NFRS), however, the conversion of financial reporting framework into NFRS
compliant framework is not done and has not been complied with for the preparation of
financial statements of this fiscal year.

B. Use of estimates
The preparation of the financial statements in conformity with Generally Accepted
Accounting Principles (GAAP) requires that the management makes estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosure of
contingent liabilities, etc. as at the date of the financial statements, and the reported
amounts of revenue and expenses during the reported period. Actual results could differ
from those estimates, but that difference is not expected to be significant.




C. Revenue Recognition
The company recognizes revenue when it is probable that the amount will be received by
the company.

D. Expenses Recognition
The company recognizes expenses on accrual basis.

E. Property, Plant & Equipment and Depreciation

i) Property, Plant and Equipment are recorded at cost less accumulated depreciation
except otherwise stated.

ii) The Company follows the policy of capitalizing all direct cost relating to the acquisition
and installation of Property, Plant and Equipment.

iif) Depreciable assets that are available for use are depreciated as per procedures & rates
as required by the Income Tax Act 2058.

F. Amortization:
Amortization of intangible assets is provided using the straight-line method based on
useful lives of the assets as estimated by the management.

Project assets has been amortized over its license period on straight-line method basis
over 30 years of life.

G. Provisions, Contingent Assets and Contingent Liabilities
Provisions

Provisions are recognized when the following three conditions are met:
i.  Anentity has present obligation (legal or constructive) as a result of a past events.
ii. It is probable that an outflow of resources embodying economic benefit will be
required to settle the obligation.
iii.  Areliable estimate can be made of the amount of the obligation.

Contingent Liability
Contingent Liability is:

i.  a possible obligation arising from past events, the existence of which will be
confirmed only by the occurrence or non- occurrence of one or more uncertain
future events not wholly within the control of the entity or

ii.  atpresentobligation that arises from past events which is not recognized because:

e It is not probable that an outflow of resources embodying economic
benefits will be required to settle the obligation; or

e The amount of the obligation cannot be measured with sufficient
reliability.

Contingent Assets:

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

It Include cash in hand, demand deposits with banks other short term highly liquid
investments, readily convertible to known amount of cash and subject to insignificant risk
of changes in value.

For the purpose of cash flow statements, cash and cash equivalent consists of cash in hand
and deposits in bank.

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into
Nepalese Rupees at the exchange rate prevailing at the reporting date. Translation gains
and losses are credited or charged to profit or loss in the current period.

Borrowing Costs

Borrowing costs consist of interest and other costs that an entity incurs in connection with
the borrowing of funds. Borrowing cost also includes exchange differences to the extent
regarded as an adjustment to the borrowing costs. Borrowing costs directly attributable
to the acquisition, construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are capitalized as part
of the cost of the asset until such time as the assets are substantially ready for the intended
use or sale. All other borrowing costs are expensed in the period in which they occur.

Receivables and Payables
Receivables and payable are stated at the transaction amount, no valuation method other
than actual transaction has been considered.

Inventories

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

Earnings Per Share

Basic earnings per share is computed by dividing the profit/ (loss) for the year by the
weighted average number of equity shares outstanding during the year. The weighted
average number of equity shares outstanding during the year is adjusted for treasury
shares, bonus issue, bonus element in a rights issue to existing shareholders, share split
and reverse share split (consolidation of shares).

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

dilutive only if their conversion to equity shares would decrease the net profit per share
from continuing ordinary operations. Potential dilutive equity shares are deemed to be
converted as at the beginning of the period, unless they have been issued at a later date.

N. Going Concern:
The Directors have made an assessment of SHEL's ability to continue as going concern and
satisfied that it has resources to continue in business for the foreseeable future.
Furthermore, Board is not aware of any material uncertainty that may cast significant
doubt upon SHEL’s ability to continue as going concern and do not intend either to
liquidate or to cease operations of it. Therefore, the financial statements are prepared on
going concern.

0. Related Party Transactions

Transaction with related party has been disclosed on accordance with Nepal Accounting
Standard.

P. Tax provision

Company has a policy to recognize provision for tax as per prevailing Income Tax Act,
2058.

NOTES TO ACCOUNTS

Share Capital & Call in Advance
The authorized Share Capital of company is NRs. 2,900,000,000; issued Capital NRs.
2,900,000,000. The paid-up capital of the company is NPR 1,450,000,000 at the end of the year.

Revenue Recognition
Revenue from sale of electricity is recognized at the rate/s given in Power Purchase Agreement
(PPA) based on the approved meter reading from Nepal Electricity Authority (NEA).

Expenses Recognition
The company is accounting expenses on accrual basis. However, the company has capitalized all
the administrative and general expenses incurred till the date of commercial production under

project assets.

Taxation

a) Current Tax

No provision has been made as the company is in tax holidays for the period of 10 year from
the date of commercial operation.

b) Deferred Tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets
and liabilities and the amounts used for taxation purposes (tax base), at the rates and laws
enacted or substantive]y enacted by the end of the reporting period.

The Company is 1{,1 Sehic 'd -period due to which no temperary differences arise on carrying
amount and tax ba.sg e o deferred tax assets/li ies have been recognized.




. Depreciation/Amortization of tangible and intangible assets

Administrative assets and other depreciable which are put to use are depreciated as per
procedures & rates as required by the Income Tax Act 2058. The depreciation policy adopted
by the company is not in accordance with NAS 6 “Property, plant & Equipment” which requires
estimation of useful life of assets for charging depreciation.

The management has adopted to amortize the project assets over its license period 30 years on
straight line method basis. Amortization on such assets has been computed after its commercial
production date.

. Advance to other projects
The company is yet to obtain certificate for the investment made in Ankhu Khola Jalavidhyut
Company for Rs. 10 million.

. Retirement Benefits

The company has majority of staffs are on contract basis. Thus, the company has not recognized
liability of the Employee retirements benefits.

. Investments

The company has investment of Rs. 4,79,50,000.00 in Orbit Energy Pvt Ltd till the year.

Foreign Currency Transactions
Foreign Exchange transactions are recorded at the exchange rate fixed by the Nepal Rastra Bank
on the date of transaction.

Provision for Bonus
Provision of Bonus has been calculated in accordance with provisions of Bonus Act 2030.

Borrowing Cost

Borrowing costs are the costs incurred by the company in borrowing loans for construction of
assets or any capital goods. Borrowing cost also includes exchange differences to the extent
regarded as an adjustment to the borrowing cost. Borrowing cost can be general or specific.
Borrowing costs are capitalized till the construction of assets is complete and is ready for use.
The costs are charged to income statement from 17th Shrawan, 2078 since the project assets
had come to commercial operation.

. Related Party Transaction

As required by Nepal Accounting Standard 16 “Related Party Disclosures”.

(i) Disclosure of related party transactions entered into with the related parties during the
year along with related balances as at 31st Ashad, 2080 are as under:

Particular Account Heading Amount Related By

Batu Lamichhane Salary and Meeting 615,800 | Chairman
Allowance

Ganesh Karki Salary and Meeting 3,220,000 | Executive-Director
Allowance

Rajani Thapa Director Allowance 304,000 | Director
and Meeting
Allowance

Dolma Lamini Director Allowance 204,633 | Director
and Meeting
Allowance




Sudip Raj Gautam Director Allowance 362,833 | Director-Representative
and Meeting of Baidhik Hydro
Allowance Investment Pvt. Ltd.
Devesh Prasai Director Allowance 388,633 | Director
and Meeting
Allowance
Sudip Khadka Director Allowance 173,533 | Newly Elected Managing
and Meeting Director
Allowance
Sunil KC Director Allowance 14,500 | Director-Representative
and Meeting of B.G Group Pvt. Ltd.
Allowance
Dal Bahadur Bista Director Allowance 38,500 | Director
and Meeting
Allowance
Pravin Bhattarai Director Allowance 30,500 | Director
and Meeting
Allowance
Shyam Prasad Director Allowance 38,500 | Director
Khatiwada and Meeting
Allowance

M. Loan Facility

The company has outstanding secured term loan of NRs. 4,414,782,449 and demand Loan of
NRs. 150,000,000 and finance cost of Rs. 509,933,712 at the end of the financial year.

N. Events after Balance Sheet Date
There are no any adjusting and non-adjusting events occurred during the period.

0. Re-classification:

Previous year’s Figures have been regrouped and rearranged wherever necessary to facilitate
comparison, and the figures are expressed in nearest rupees.
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