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Independent Auditor’s Report

To The Shareholders of Singati Hydro Energy Limited
Report on the Audit of the Financial Statements
Opinion
We have audited the financial statements of Singati Hydro Energy Limited (hereinafter also called as SHEL),
which comprise of Statement of Financial Position as at 32" Aashadh 2082 ( Corresponding to 16 July 2025),
Statement of Profit or Loss, Statement of Other Comprehensive Income (OCI), Statement of Cash Flows, Statement

of Changes in Equity and Schedules for the period covering 1¥* Shrawan 2080 to 32™ Aashadh 2082 ( Corresponding
to 16 July 2024 to 16 July 2025) and Notes to financial statement, including Summary of accounting policies.

In our opinion, the accompanying Financial Statements present fairly, in all material respects, the financial position
of Singati Hydro Energy Limited as at 16 July 2025 and of its financial performance and its Cash flows for the
period covering 16 July 2024 to 16 July 2025, in accordance with Nepal Financial Reporting Standards (NFRS).

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 duditor’s Responsibilities for the audit of Financial Statements section of our
report. We are independent of Singati Hydro Energy Limited in accordance with the Institute of Chartered
Accountants’ of Nepal (ICAN) Handbook of Code of Ethics for Professional Accountants together with the ethical
requirements that are relevant to our audit of the financial statements and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit Matters are those matters that, in our professional judgement, were of most significance in audit of the
financial statements. These matters were addressed in the context of our audit of the financial statements and in
forming our opinion thereon, but we do not provide a separate opinion on these matters. For each matter below, our
description of how our audit addressed the matter is provided in that context. We have determined the matters
described below to be the key audit matters to be communicated in our report.

Key Audit Matter How our Audit addressed the matter

Information Technology (IT) System and Controls
The Company uses several IT/software system with or
without integrating with ERP system for management
of its business operation like accounting, inventory
records, Human resource Management etc.
These software are purchased from outside vendors
and SHEL has not conducted inhouse system audit of
the systems.

Also, backdated entry can also be made in the system.

We tested a sample of automated controls that are
designed to enforce appropriate segregation of duties,
roles and controls. This included assessing the design
of relevant automated processes and controls.

‘We reviewed sample of the financial information
produced by various systems.

We evaluated effectiveness of the controls in the
system.

Branch Office: Siddharthanagar-8, Bhairahawa, Rupandehi, Phone No.: 071573131
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Discrepancy in Confirmation of Advance

SHEL has reported an outstanding advance of Rs.
1,00,00,000 provided to Ankhu Khola Jalvidhyut
Company Limited since the previous year. As part of
our audit procedures, we requested direct external
confirmation from Ankhu Khola Jalvidhyut
Company Limited to verify this advance. This matter
is significant to our audit as it raises concerns
regarding the existence, valuation, and recoverability

We reviewed relevant documentation and accounting
records to verify the advance and examined
management’s response to the discrepancy. We
assessed the impact on the financial statements,
focusing on recoverability and disclosures, and
considered potential fraud or error. We ensured
compliance with financial reporting standards and
communicated the issue to governance, stressing the
need for resolution and proper disclosure.

of the advance, as well as the potential risk of
material misstatement in the financial statements..

Emphasis of Matter- Litigation

We draw attention to Note 2.15.1 of the Notes to Account, which describes the effect of litigation and claim against
Nepal Electricity Authority for charging higher royalty in contrary to section 11 of Electricity Act, 2049. Our opinion
is not modified in respect of this matter.

Other information

The directors are responsible for the other information such as “Report of Board of Directors/ Chairman’s statements”
to be presented in the “Singati Hydro Energy Limited” Annual Report and Accounts for FY 2081/82 (2024-25). Our
opinion on the Financial Statements does not cover those other information and, accordingly, we do not express any
form of assurance or conclusion thereon.

In Connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained during the course of our audit or otherwise appears to be materially misstated. As the other
information documents are in the process of completion, the management has provided written representations that
final version of the documents will be provided when available.

Responsibilities of Management and those charged with Governance for the Financial Statements

The management of Singati Hydro Energy Limited is responsible for the preparation and fair presentation of the
financial statements in accordance with Nepal Financial Reporting Standards (NFRS), 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 going concern basis of
accounting unless management either intends to liquidate the Company or cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the 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.
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As part of an audit in accordance with NSAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatements of the financial statements, whether due to fraud or error.
‘We 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 from one resulting from error, as fraud may involve collusion, forgery, intentional omission,
misrepresentation, or the override of internal control.

e 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
entity’s internal control.

e 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 the management’s use of the going concem 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 disclosure in the financial
statements or, if such disclosure are inadequate, to modify our opinion. Our conclusion are based on the audit
evidences obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease as a going concern.

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 have communicated 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.

Report on the Other Legal & Regulatory Requirements

As per the requirements of Section 115 of the Companies Act, 2063 (First Amendment 2074), we further report that:

a) 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.

b) In our opinion the Company has kept proper books of account as required by law so far, as appears from our
examinations of those Books

¢) The financial statements are in agreement with the books of account.

d) In our opinion and to the best of our information and according to the explanation given to us, the financial
statement the said Balance Sheet, Income Statement and Cash Flow Statement, read together with the notes
forming part of the accounts give the information required by the Companies Act 2063 (First Amendment
2074) in the manner so required and give a true and fair view:

i. Inthe case of Statement of Financial Position, of the state of affairs of the Company as at 32™ Aashadh,
2082; and

ii. In the case of Statement of Profit or Loss, of the results of operations of the Company for the year ended
on 32" Aashadh, 2082; and

iii. Inthe case of the Statement of Cash Flows, of Cash inflow and outflow of Company for the year ended
on that date.

e) Neither we have come across any of the information about the misappropriation of fund by the directors or
any of the representative or company's staffs during the course of our audit nor have we received any such

f) No a}:countit.)g fraud has been observed during the course of our audit.

Date: November 12, 2025 (Kartik 26, 2082)
Pluce; Kathmandu
UDIN :- 251112CA009972frs
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Singati Hydro Energy Ltd.
Statement of Financial Position
As at 32nd Ashadh 2082 (16th July 2025)

ASSETS
Non-Current Assets ' '
Property, plant and equipment 4 44,176,565 13,545,312
Intangible Assets 44 5,312,583,230 5,517,999.821
Intangible assets under development 5 - -
Financial Assets
Investment in Associate and Subsidiary 7 885,615,748 840,224,000 !
Other Investment : -

Other Non Current assets L. =

Current assets

Inventories

Financial assets
Cash and cash equivalents 8 2,872,235 1,326,938
Bank balance other than cash and cash equivalents 9 236,913 141,454
Other financial assets 10 195,000 195,000

EQUITY AND LIABILITIES
Equity
Equity share capital Vi 2,900,000,000 2,900,000,000

Reserve & Surplus 246,701,065 126,304,171

Liabilities
Non-Current Liabilities
Financial liabilities
Borrowings 13 2,746,664,871 2,864,162,874
Other financial liabilities 14 3,209,877 4,548,784
] Othcr non-current liabilities

Current Lmb|l|t|es
Financial liabilitics .
Borrowings 13 490,097,510 555,156,519

Other financial liabilities 14 10,775,115 32,545,774
329,624

Other current liabilities 15 296,631

Bhdpal P.S. Tajpuriya Prabin Bhattarai Shyam Prasad Khatiwada CA. Deepak Adhikari
Account Officer Director Director Partner
S.D. & Associates

o Chartered Accountants
W/ ed ho

Sujeena Dangol Swil KC Dal Bahadur Bista
Director Director Director

N~ o
Sudip Khadka 7" Sudip Raj Gautam
Managine Director = —"'/ Chairman

Date: 4th Nov 2025
Place: Kathmandu, Nepal
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Singati Hydro Energy Ltd.
Statement of Profit or Loss and other Comprehensive Income
For the year ended 32nd Ashad 2082 (16th July 2025)

Amount in NRs

Revenue from Operation 16 687,198,782 643,868,238
Other Income 17 6,784,958 -
Less: Operating Expenses 18 (16,675,976) (41,355,744)
Gross profit 677307,764 602,512,494
Employee Related Expenses 19 24,898,217 22,133,825
Administrative and other operating expenses 21 46,842,529 49,951,529
Depreciation and Amortization 4/44 213,939,595 209,538,867
Finance Cost 20 316,674,739 383,323,110
Total Expenses " 602,355,079 664,947,331
Profit / (Loss) Before Tax 74,952,685 (62,434,837)
Income Tax Expense

Current tax

Profit from continuing operations 74,952,685 (62,434,837)

Earning Per Equity Share of RS 100 each ‘ .
Basic Earning Per Share 4.15 (0.76)

Diluted Earning Per Share 4.15 (0.76)

The accompanying notes are integral part of these financial statements. As per our report of even date

.S. Tajpuriya Prabin Bhattarai Shyam Prasad Khatiwada CA. Deepak Adhikari
ccount Officer Director Director Partner

S.D. & Associates

> O Chartered Accountants

Sujeena Dangol Sunil KC Dal Bahadur Bista
Director Director Director
I J
~{SING A
i 4\ o
Sudip Khadka A7 KT Sudip Raj Gautam
Managine Director o " Chairman

Date: 4th Nov 2025
Place: Kathmandu, Nepal
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Singati Hydro Energy Ltd.
Statement of Cash Flows
For the year ended 32nd Ashad 2082 (16th July 2025)

CASH FILLOWS FROM OPERATING ACTIVITIES
Profit for the year

Adiustments for:

Depreciation and amortisation

Prior Period Adjustment

Gain/Loss On Investment Through FVTOCI

Provision for emplovee benefits
Working capital adiustments:

Increase / (decrease) in Other Financial Assets
Increase / (decrease) in Other Cutrent Assets
Increase / (decrease) in Financial Liabilities
Increase / (decrease) in Other Financial Liabilities
Increase / (decrease) in Other Current Liabilities

Cash generated from operations

CASH FLOWS FROM / (USED ITN) INVESTING ACTIVITIES
(Increase)/decrease in Intangible assets/project Assets

Acquisition of Property, plant and Equipment
Sale of Fixed Assets

(hlcreasc)/decrease in Investment

CASH FLLOWS FROM FINANCING ACTIVITIES
Additional borrowings

Additional Capital from share holder
Share Premium
/Shar Issue E enses _

INCREASE/DECREASE) TN CASH AND CASH EOUIVALENTS

CASH AND CASH EQUIVALENTS, Beginning of Period

Figures in NPR

74,952,685 (62,434.837)
213,939,595 209,538,867
52,459
40,315,105

(6.498.457.73)

(95,459) (108,030)
(42,450,153 .44) 34,938,633

(23,109,566.95) (11,206,316)

(32,992.83) , . (570,951)
216,758,109 210,472,471

4 - (8,378,969)
(43,405,800.00) 5 (1,763,323)

10,750,000.00

(792,365,105)

(182,557,012.25) (1,110,576,161)
1,450,000,000
251,118,122

1.545.297 (1.492.965)
1,326,938 2,819,902

(0.0)

Bh - Taipuriva Prabin Bhattarai  Shvam Prasad Khatiwada
coum Ofﬁcer Director Director

Swuieena Dangal Suwdl KC Dal Rahadnr Bista

Director Director Director

Sudip Khadka 2 1 " Su ip Raj Gautam
Managine Director . Chairman

Date: 4th Nov 2025
Place: Kathmandu, Nepal
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As per our report of even date

[ Kathmandu
Nepal

CA. Deepak Adhikari
Partner

S.D. & Associates
Chartered Accountants
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Singati Hydro Energy Ltd.
Statement of Changes in Equity
For the year ended 32nd Ashad 2082 (16th July 2025)

-

Share Capital issued during the year 1,450,000,000 - 1,450,000,000
Receipt of convertible loan - - -
Profit for the year - (62,434,837) (62,434,837)
Other comprehensive income - 40,315,105 40,315,105
Total comprehensive income - (22,119,732) . (22,119,732)
Share Premium - 251,118,122 251,118,122
Prior \fgar's Adjustment - -

[ S B aches: -
Share Capital issued during the year
Receipt of convertible loan

Profit for the year . 74,952,685 74,952,685
Other comprehensive income 45,391,748 45,391,748
Total comprehensive income 120,344,434 120,344,434
Share Premium 2 -

Pri ar's A

234) (35,554)

The accompanying notes are integral part of these financial statements. As per our report of even date

Bpfipal P.S. Tajpuriya Prabin Bhattarai  Shyam Prasad Khatiwada

CA. Deepak Adhikari

‘Account Officer Director Director Partner
S.D. & Associates
% y/ N Chartered Accountants
Sujeena Dangol Surfil KC Dal Bahadur Bista ‘ '
Director Director Director

-
udip Khadka

i sudip Raj Gautam
Managine Director U

Chairman

Date: 4th Nov 2025
Place: Kathmandu, Nepal
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Singati Hydro Energy Ltd.
Notes to the financial statements for the year ended 32nd Ashadh 2082

Note no: 6

Other current and non-current assets Amount in NRs
Pty 4 . Autnnd Ashad 2082 . . e As at3lstl&shad 2081
Advance to Staft 606,182 T 192,068 5
Prepaid Expense 10,808,352 - 10,704,872 -
Other reccivables 10,052,993 - 10,081,000 -
Spare Parts Inventory 14,901,505 - 12,842,878 ’ -
Sundry Debtors 115,696,344 - 75,794,405 -
"Total . 152,065,217’6 ‘ : . ‘ 1@9&1& 2 . ‘5

Refer Note No: 12 for the details in respect of Financial Assets hypothecated/Pledged/mortgaged as security for borrowings.

Note no: 7

Investments in Subsidiary and Associates .

Particulars e - e :  Asat32nd Ashad 2082 e - Asat 31st Ashad 2081
Unquoted Investment at Fair Value

through other comprensive income

Investment in Subsidiary Habitat Power Company Itd - ) 181,472,000
Investment In Associate Habitat Power Company ltd 192,678,970 -
Investment in Associate_ Orbit Energy limited 692,936,779 658,752,000
Total o ' S : 885615748 o 840,224,000
Note no: 8
Cash and cash equivalents ‘
Particulars . .. ~ Asatd2nd Ashad 2082 . As st 316t Ashad 2081
‘ : it

Balance with Banks 2,842,235 1,144,843
Cash on hand 30,000 i 182,095
el L EmR e 1336938
Note no: 9
Bank balance other than cash and cash equlvalents
Particulars . © Agat3IndAshad2082 ¢ Ay at31st Ashad 2081
Earmarked halance with Banks
Margin money account 236,913 141,454
Total . , . ' ‘ o 236,913 e 141,454
Note no: 10
Other fmanclal nssets \ 7

‘ As st:ﬂnd Ashaﬂ 2332 o AS Malit Ashad 2&81
Particulars S ~
Trade and Security Deposit - 195000
Unamortized loan processing fees - =
Total “ - 195&90
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Singati Hydro Energy Ltd.
Statement of Cash Flows
For the year ended 32nd Ashad 2082 (16th July 2025)

CASH FLOWS FROM OPERATING ACTIVITIES

Profit for the year 74,952,685 (62,434,837)
Adijustments for:

Depreciation and amortisation 213,939,595 209,538,867
Prior Period Adjustment 52,459

Gain/Loss On Investment Through FVTOCI 40,315,105
Provision for emplovee benefits (6.498.457.73)

Working capital adiustments:

Increase / (decrease) in Other Financial Assets (95,459) (108,030)
Increase / (decrease) in Other Current Assets (42,450,153.44) 34,938,633
Increase / (decrease) in Financial Liabilities -
Increase / (decrease) in Other Financial Liabilities (23,109,566.95) (11,206,316)
Increase / (decrease) in Other Current Liabilities (32,992.83) ; X (570,951)

Cash generated from operations 216,758,109 210,472,471

CASH FLOWS FROM /(USED TN) INVESTING ACTIVITIES

(Increase)/decrease in Intangible assets/project Assets ‘ - (8,378,969)
Acquisition of Property, plant and Equipment (43,405,800.00) : (1,763,323)
Sale of Fixed Assets 10,750,000.00

(Increase)/decrease in Investment (792,365,105)

CASH FLLOWS FROM FINANCING ACTIVITIES

Additional borrowings (182,557,012.25) (1,110,576,161)
Additional Capital from share holder 1,450,000,000
Share Premium 251,118,122

4Share Issue Expenses

INCREASE/MECREASE) IN CASH AND CASH EOUIVALENTS 1.545.297 (1.492.965)

CASH AND CASH EQUIVALENTS, Beginning of Period 1,326,938 2,819,902

(0.0)

Prabin Bhattarai  Shvam Prasad Khatiwada

CA. Deepak Adhikari

Director Director Partner
S.D. & Associates
N Chartered Accountants
Suieena Danenl Sumdl KC Dal Rahadur Bista
Director Director Director

Sudip Khadka RN 7" Sudip Raj Gautam
Managine Director NS4 Chairman

Date: 4th Nov 2025
Place; Kathmandu, Nepal

9¢ #WW TS BTEST S e Qg]




Singati Hydro Energy Ltd.

Notes to the financial statements for the year ended 32nd Ashadh 2082

Terms/rights attached to equity shares

Note no: 11
Equity share capital

. , As at 32nd Ashadh 2082 As at 31st Ashad 2081
Particulars ' - :

No, of Shares Amount No. of Shares Amount
A. Equity Shares
Authorised
Equity Shares of Rs. 100 each with 29,000,000 2,900,000,000 29,000,000 2,900,000,000
voting rights
Issued
Equity Shares of Rs. 100 each with 29,000,000 29,000,000 29,000,000 29,000,000
voting rights Y
Fully Paid .
Equity Shares of Rs. 100 each with 29,000,000 2,900,000,000 29,000,000 2,900,000,000
voting rights
Less: Call in Arrear
‘Total - 29,000,000 - 2.900,000,000 : 29;9@0&(@0 “ 2,900‘,090!@0)
B. Reconcnhatlon of the number of shares outstanding at the beginning and end of the year
As at 32nd Ashadh 2&32 - As at 31st Ashad 2081

o : No. of Shares No. of Shares
Balance as at the beginning of the year 29,000,000 14,500,000
Changes during the year - 14,500,000
Balance as at the end of the year 29,000,000 29,000,000
C. Details of shareholding

' As at 32nd Ashadh 2082 As at 31st Ashad 2081
Particulars = : ¢ . :

No. of Shares Share % No. of Shares Share %

Promoters 20,300,000 70% 20,300,000 70.00%
Public 8,700,000 30% 8,700,000 30.00%
Total 29,000,000.00 100% o ,lﬁzﬁﬁﬁa’ ﬂﬁ : - 100%

The Company has single class of equity shares having face value of Rs. 100 per share. Every member holding equity shares therein
shall have voting rights in proportion to the member’s share of the paid up equity share capital.

The Details of shareholders holding more than 5% Shares

Name As at 32nd Ashadh 2082 As at 31st Ashad 2081
Batu Lamichhane 4.01% 5.73%

Total 4.01% 8.73%

Note no: 12

Other equity ; : ’ ‘

= - FhferalnéGainérLoss E iy
Rareao : . on Investment Reserve Ragn;neg - W Toml
Balance at 31st Ashadh 2081

Ad;usted with Share Capital issued during the year

45,391,748.43

(45,391,748.43) -
52,459.38 52,459.38

120 344, 433 71
— (90,032.8

120,344, 433 71




Singati Hydro Energy Ltd.
Notes to the financial statements for the year ended 32nd Ashadh 2082

Note no: 13
Borrowings

Amount in NRs

Measured at amortised cost
Secured Borrowings from Banks

Term loan from banks 2,746,664,871 2,864,162,874
Short term loan 8,815,747 90,805,050

Current Portlon of Lon_g Term Loan 481,281,763 - 464,351,469 -
Total : o = 490097510 2746,664871 5§55,156,519 )

1) The company has entered into 7th Supplementary Facility Agreement on May 10 2022, for consortium arrangement for
term loan with Global IME Bank Limited as Lead Bank, Prabhu Bank Ltd, Siddhartha Bank Ltd. and Nepal Investment

Mega Bank Ltd. as participatorv Banks/Financial Institutions for construction and operation of the proiect. Further the
2)Term Loans from Banks are Secured :

i) By way of Mortgage/Pledge/hypothecation over the entire present and future fixed assest created with or without financing
owned by the Singati Hydro Energy Ltd for the project on pari-passu basis in favour of participating Banks/Fis
ii)Entire current assets of the project including receivables from Nepal Electricity Authority, compensation paid etc. to the
consortium on pari-passu basis
iii)Assignment of PPA
iv) Charge on General License in favour of participating Bank
v) Corporate Guarantee of Singati Hydro Energy Ltd .
vi) Pledge of Entire shares owned by the promoters including institutional promoter of Singati Hydro Energy Ltd
vii) All Guarantee for which Singati Hydro Energy Ltd is beneficiary
viii) Promissory Notes
2) Short term loan includes bridge gap loan provided by the lead bank within the terms agreed in above consortium loan

Note no: 14
Other financial liabilities

Account payable B 343,000 - - ) -

Interest Payable - - 6,866,543 -

Sundry Creditors - - - -

Employee related accural 2,639,184 - 1,415,738 -

Lease Liabilities 1,980,000 3,209,877 1,800,000 4,548,784
avya 812.9

Note no: 15

Other current and non-current liabilities

TDS Payable 296,631 ’ T 329,624




Singati Hydro Energy Ltd.
Notes to the financial statements for the year ended 32nd Ashadh 2082

Note no: 16
Revenue from operation Amount in NRs

llj-meu

Income from Sale of Electricity

Note no: 17
Other Income

Note no: 18
Operating Expenses

Bay Charges 432,000 432,000 432,000
Royalty 16,243,976 15,377,365 15,346,796
Penalty for Short Sale

MM G g

Note no: 19

Employee Related Expenses

Employee Renumeration 17,551,348 16,560,249 18,625,648
Annual Leave Allowances 1,382,434 1,440,378 1,204,081
Festival Allowances 1,516,940 1,287,609 490,975
Group Accidental Insurance 366,435 239,183 o 173,895
Staff Medical Insurance 57,334 150,214 165,420
Overtime Allowances 416,325 155,619 -
Gratuity Expense 1,070,251 1,008,783 879,804
Incentive Expense 1,109,000 - -
Staff Rasan and Food Expenses 35,350 - 95,580
Staff Welfare Expense 108,000 80.790 11,703

Provident Fund Expenses

Total

Note no: 20
Finance cost

Finance Cost v 455,695 746,227 5,792,182
382,576,383 409,220,292

Xy




Noteno: 21

Administrative and other operating expenses

|Particulars For FY 2081-82 For FY 2080-81 For FY 2079-80 |
Advertisement Expesne 5,43,634 7,61,897 4,85,950
A ffiliation Cost 70,000 - -
AGM Expenses 4,07,219 3,33,490 1,94,217
Board Meeting Expenses 25,08,000 20,52,294 19,07,400
Agency Fee 35,90,221 46,64,782 -
Audit Fee & Expenses 5,65,000 5,65,000 1,58,200
Bank Charges 1,80,745 1,15,680 2,19,372
Internet and Communication Expenses 3,06,079 3,39,961 496,316
CSR Expenses 13,77,000 7,11,425 3,45,000
Electricity and water 3,33,984 2,39,380 1,76,200
Food and A ccomodation 15,88,156 13,88,581 12,74,635
Fuel and Lubricants 41,70,892 22,22,494 30,96,137
Project Insurance 1,71,75,298 1,76,54,480 64,93,955
ISO Certification Fee 1,86,450 = =
Legal and professional Expenses 17,647 295,200 2,96,250
Protection Works 22,09,935 18,41,607 9,35,709
Office Maintanance and operation 3,25,816 2,76,369 1,72,529
Printing and Stationery 2,00,470 1,82,550 2,74 307
Project Promotion 11,85,380 14,70,450 11,53,150
Rates and Taxes - 1,76,800 15,00,000
Renewal and Registeration 9,44,015 58,71,363 13,34,529
Repair and Maintenance 30,15,466 28,71,993 27,12,615
Security Guard Charge 26,668 - -
Social Mitigation Expenses 45,000 3,74,000 452,847
Spare Parts 13,03,902 - -
Survillience fee Issuer Rating Expense 1,69,500 - -
Travelling expenses 11,62,585 8,78,490 10,15,355
Website Maintenance 22,600 15,067 22,600
Transportation 1,42,410 1,03,480 21,941
Utilities 1,02,528 446,211 4,32,609
Cleaning Expenses 40,000 60,000 60,000
Commission Expenses - 7,48,744 -
Loss of Profit Insurance Expense 25,92,530 32,40,933 30,78,145
Parking Charges 11,010 36,810 20,625
Vehicle Insurance Expense 3,15,890 11,997 15,570
Wages Expense 6,500 - 8,72,862
Total 4,68.42.529 4,99.51,529 3,70,08,025 |




Singati Hydro Energy Limited
Notes to the Financial Statements
For the Year ended 32" Ashadh 2082 (16 July 2025)

Note 1

1.1 General Information

Singati Hydro Energy Ltd is a Public limited company tegistered with office of Company Registrar on
2075/03/06 (Initially registered as Private Limited Company on 72937/066/067). It has entered 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 corporate office of the Singati Hydro Energy
Ltd. is located at Gahanapokhari, Hadigaun, Kathmandu, Nepal.

The company was listed on Nepal Stock Exchange (NEPSE) as SHEL during the current year. The first
transaction of the company in the stock exchange was made on 2078-01-15 at the initial price of Rs. 300.
Last Transaction Price stands at Rs 288.37 at Ashadh 32, 2082.

1.2 Financial Statements

The financial statements of the company comprise the Statement of Financial Position, Statement of Profit
or Loss and Other Comprehensive Income, Statement of Cash Flows, Statement of Changes in Equity, and
Accounting Policies and Notes to Accounts. The company's financial year starts on 1st Shrawan each year
and ends on Ashadh end of the following year.

1.3 Responsibility for the Financial Statement

The Board of Directors is responsible for the fair preparation and presentation of the company's financial
statements in accordance with the provisions of the Companies Act and following the Nepal Financial
Reporting Standards (NFRS).

1.4 Approval of Financial Statements by Directors _
The financial statements presented here have been approved for publication by the Board of Directors (BOD)
of the company, as per the resolution dated 17th Kartik 2082. The BOD has recommended the statements

for approval by the Annual General Meeting of the Shareholders. The BOD acknowledges its responsibility
for the preparation of these financial statements.

Note 2

Significant Accounting Policies:

2.1 Basis of Preparation and Measurement
I. Statement of Compliance

The financial statements of the company have been prepared in accordance with the applicable Nepal
Financial Reporting Standards (NFRS) issued by the Institute of Chartered Accountants of Nepal (ICAN).

They have also been prepared in compliance with the relevant presentation requirements of the Companies
Act, 2063 of Nepal.

I1. Basis of Preparation
The financial statements have been prepared under the hlstorlcal cost convention, except where specific
NFRS standards require measurement at fair value or amortized cost.

The financial statements have been prepared on an accrual basis and a going concern basis. All assets and

liabilities have been classified as current or non-current according to the company’s niormal operating cycle. .

The company has determined its operating cycle to be 12 months for the purpose of classifying assets and

Fabilities as current or non-current, based on the nature of its products and the period between the acquisition
R ets for processing and their realization in cash and cash equivalents.

THE financial statements have been presented in the functional and presentatlon currency of the Company,
shich is the Nepalese Rupee (NPR). This is the currency of the primary ecg?omlc environment in which the

ompany operates. >IN A W
B/ 4\— ~ " ﬁl\
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Singati Hydro Energy Limited
Notes to the Financial Statements
For the Year ended 32" Ashadh 2082 (16 July 2025)

I11. Reporting Period

The reporting period for the company spans from the first day of Shrawan of any year to the last day of
Ashadh of the following year, as per the Nepali calendar. The relevant reporting periods are as follows:

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

15t Shrawan 2081 — 32™ Ashadh

Reporti iod
eporting perio 2082

16 July 2024 — 16 July 2025

1** Shrawan 2080 — 31* Ashadh

Co i rti i
mparative Reporting Period 2081

17 July 2023 - 15 July 2024

IV. Basis of Measurement

These financial statements are prepared under the historical cost convention, except for certain material items
that are required to be measured at fair value as required by the relevant NFRS. These exceptions and their
respective measurement bases are described in the accounting policies provided in subsequent notes.

V. Materiality and Aggregation

Each item which is similar in nature is presented separately if material. Items of dissimilar nature or function
are presented separately unless they are immaterial as permitted by NAS 1.

VI. Going Concern

The Management and Those Charged with Governance have assessed the Company’s ability to continue as
a going concern and is satisfied about the ability to continue in business for the foreseeable future.
Furthermore, management is not aware of any material uncertainties that may cast significant doubt upon

the company’s ability to continue as a going concern. Therefore, the financial statements are prepared on a
going concern basis.

VIL. Fair value measurement

Various accounting policies and disclosures require the measurement of fair values, for both financial and
non-financial assets and liabilities. The company recogniscs transfers between levels of the fair value
hierarchy at the end of the reporting period during which the change has occurred.

2.2 Critical accounting estimates and Judgements

The preparation of financial statements in accordance with Nepal Financial Reporting Standards (NFRS)
requires the use of accounting cstimates and assumptions that affect the reported amounts of assets,
liabilities, income, and expenses. It also requires management to exercise judgment in applying the
Company’s accounting policies. Estimates and assumptions are continuously evaluated and are based on
historical experience, current and expected future economic conditions, and other relevant factors.

Areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements, include: ' )

Useful life and residual value of Property, Plant and Equipment

Management reviews the uscful lifc and residual values of property, plant, and equipment at least annually.
This review considers both the technical and economic life of the assets, evaluating various internal and
external factors such as relative efficiency and operating costs. As a result, the depreciable lives of the assets
are reassessed each year using the most accurate information available to management.

pairment of property plant and equipment ‘
d ”'°°e end of each reporting period, the company reviews the carrying amounts of its property, plant, and
N
%)

ment to assess whether there is any indication that these assets may have suffered an impairment loss.
h an indication exists, the recoverable amount of;éh_e‘ asset is estimated to determine the extent of any
l?’ irment loss. The recoverable amount is the highez; “fair-value less costs to sell and value in use.

ATy
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Singati Hydro Energy Limited
Notes to the Financial Statements
For the Year ended 32" Ashadh 2082 (16 July 2025)

Value in use is typically determined based on discounted estimated future cash flows, which involves
management estimates of anticipated commodity prices, market demand and supply, the economic and
regulatory environment, discount rates, and other relevant factors. Any subsequent changes in these factors
could affect the carrying value of the assets.

Contingencies
In the normal course of business, contingent liabilities may arise from litigation and other claims against the
Company. Potential liabilities that are possible but not probable of materializing, or that are difficult to

quantify reliably, arc classified as contingent liabilities. These liabilities are disclosed in the notes to the
financial statements but are not recognized in the financial statements.

Recognition of deferred tax assets

Significant management judgment is required to determine the amount of deferred tax assets that can be
recognized, based on the expected timing and level of future taxable profits, as well as future tax planning
strategies. The Company bases its assumptions and estimates on the parameters available at the time the
financial statements are prepared. However, existing circumstances and assumptions about future
developments may change due to market fluctuations or factors beyond the Company’s control.

The financial statements have been prepared using the significant accounting policies and measurement
bases summarized below:

2.3 Current/ Non-Current Classification

All assets and liabilities are classified as current or non-current based on the company's normal operating
cycle and the criteria set out in the relevant legislation. Deferred tax assets and liabilities are classified as
non-current assets and liabilities, respectively.

2.4 Property Plant and Equipment
« Property, plant, and equipment are accounted for in accordance with Nepal Accounting Standard
(NAS) 16: Property, Plant and Equipment. Items of PPE are initially recognized at cost and
subsequently measured at cost less accumulated depreciation and any accumulated impairment
losses, except where fair value measurement is requited under another standard.

o Freehold land, if any, is carried at historical cost and is not depreciated. All other items of property,
plant, and equipment are stated at historical cost less accumulated depreciation and any accumulated
impairment losses.

e Cost comprises the purchase price, freight, duties, taxes, and other expenses directly attributable to
the acquisition of the asset, bringing it to its present location, and installing it, including site
restoration, until the asset is ready for its intended use.

e Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will
flow to the company and the cost of the item can be measured reliably. The carrying amount of any
component accounted for as a separate asset is derecognized when it is replaced. All other repairs
and maintenance are charged to profit and loss in the reporting period in which they are incurred.

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

The company identifies and determines the cost of cach significant component or part of an asset
separately, if the component's cost is substantial relative to the total cost of the asset and its useful
life differs materially from that of the remaining asset. These components are depreciated over their
individual useful livgs, while the remaining asset-s depreciated over the life of the principal asset.




Singati Hydro Energy Limited
Notes to the Financial Statements
For the Year ended 32™ Ashadh 2082 (16 July 2025)

« When a major inspection or repair occurs, its cost is recognized in the carrying amount of the
property, plant, and equipment as a replacement if the recognition criteria are met. Any remaining
carrying amount of the cost of the previous inspection or repair is derecognized. All other repairs
and maintenance costs are recognized in the statement of profit or loss.

e Assets in the construction phase are capitalized under the capital work-in-progress account. Upon
completion of construction, the cost is transferred to the appropriate category of assets, and
depreciation begins. When there is an obligation to dismantle or remove an asset or restore a site to
its former condition at the end of its useful life, the present value of the estimated cost for
dismantling, removing, or restoring the site is capitalized along with the cost of acquisition or
construction upon completion. A corresponding liability is also recognized.

e Depreciation is calculated on a written-down value basis over the estimated useful life of the assets.
The useful life of property, plant, and equipment (PPE) and the corresponding depreciation rates
determined by management are presented in the table below:

S. Classes of Assets Estimated Useful Depreciation Rate

b L

10-11 years
13,14

N e c
Leasehold Assets As per Lease Term  of leasehold Asset

2.5 Intangible Assets

e Intangible assets are identifiable non-monetary assets without physical substance. They are
recognized in the books when it is probable that the expected future economic benefits attributable
to the assets will flow to the entity and the cost of the assets can be measured reliably. Internally
generated goodwill is not recognized as an intangible asset, as it does not constitute an identifiable
resource.

e Intangible assets with finite useful lives that are acquired separately are measured initially at cost of
acquisition. This cost includes the purchase price and other directly attributable costs necessary to
bring the assets to a working condition for their intended use. After initial recognition, intangible
assets are carried at cost less accumulated amortization and any accumulated impairment losses.

e Intangible assets with indefinite useful lives are carried at cost and are not amortized. Instead, they
are tested for impairment annually or whenever there is an indication of potential impairment.

e Assets in the construction phase are capitalized under the Intangible Assets Under Development
(IAUD) account. Upon completion of construction, the cost is transferred to the appropriate category
of assets, and amortization begins. When there is an obligation to dismantle or remove an asset or
restore a site to its former condition at the end of its useful life, the present value of the estimated
cost for dismantling, removing, or restoring the site is capitalized along with the cost of acquisition
or construction upon completion. A corresponding liability is also recognized.

Gains or losses arising from the derecognition of an inténgible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset. These gains or losses are
recognized in the statement of profit or loss at the time the asset is derecognized.

2.6 Depreclatlon and Amortization

e Depreciation is recognized so as to° erte roff the cost of assets (other than freehold land and
properties under co ction) less their rcSldual values over their useful lives.

p S R
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Singati Hydro Energy Limited
Notes to the Financial Statements
For the Year ended 32" Ashadh 2082 (16 July 2025)

e Amortization is recognized on a straight-line basis over their estimated useful lives. The estimated
useful life and amortization method are reviewed at the end of each reporting period, with the effect
of any changes in estimate being accounted for on a prospective basis.

¢ Depreciation is provided on the written down method based on the estimated useful lives of the
assets determined by the management. Depreciation on additions to property, plant & equipment is
charged on a pro-rata basis in the first year (year when purchase is made).

e Intangible assets acquired under a Build-Own-Operate-Transfer (BOOT) arrangement are amortized
over the term of the arrangement once the asset is ready for use. Amortization of other intangible
assets, such as software, is calculated on a straight-line basis over their estimated useful life.

o The useful life of an asset is defined as either the period over which the asset is expected to be used
or the number of production or similar units expected to be obtained from its use. The estimated
useful life, residual values, and depreciation method are reviewed at the end of each reporting period,
with any changes in estimates accounted for on a prospective basis.

e Property, plant, and equipment (PPE) and intangible assets costing less than NPR 5,000 are expensed
directly to the profit and loss account in the year of purchase.

2.7 Impairment of Tangible and Intangible assets

The company, at the end of each reporting period examines the carrying amounts of its tangible and
intangible assets to determine if there is any indication of an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated for determining the extent of the impairment loss. If such
estimation is not possible, the company estimates the recoverable amount of the cash-generating unit to
which the asset belongs. When a reasonable and consistent basis of allocation is traced, corporate assets are
also allocated to individual cash-generating units, or otherwise they are allocated to the smallest identified
cash-generating units for which a reasonable and consistent allocation basis can be identified.

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

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

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

When an impairment loss subsequently gets reversed, the carrylng amount of the asset (or a cash—generatmg
unit) is upped to the revised estimate of its recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss been
recognised in prior years. A reversal of an impairment loss is recognised immediately in Statement of Profit
and Loss.

2.8 Revenue Recognition
Sale of Electricity

Revenue from sale of products is recognized when the control of products being sold is transfe
customer and when there are no longer any unfulfilled obligations: The performance obligation in contracts
are considered as fulfilled in accordance with the terms agreed w1ﬂ1 the respective customers. Revenue is
measured at the fair value Qf the consideration received or recewable inet of returns, rebates and trade
discounts.

—
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Notes to the Financial Statements
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Revenue is recognized to the extent that it is probable that economic benefit will flow to the company and
that the revenue can be reliably measured. The revenue is recognized by allocating the transaction price to
the performance obligations on the basis of satisfaction of each performance obligation.

For each performance obligation identified, the company determines at contract inception whether it satisfies
the performance obligation over time or satisfies the performance obligation at a point of time.
Fee from other service is recognized on accrual basis when the right to receive is established.

Dividend Income

Revenue is recognised when the company’s right to receive the payment is established, which is generally
when shareholders approve the dividend. ' '

Interest Income
Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective

interest rate applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset's net carrying amount on initial recognition.

Other incomes are recognized on accrual basis in the financial statements, except when there is an uncertainty
of collection.

2.9 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 (qualifying assets) 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. Such capitalization is done when it is probable that future economic benefit will flow to the entity
and the costs can be measured reliably. Other borrowing costs are expensed in the period in which they
occur. Capitalization is suspended during the extended periods in which the active development of a .
qualifying assets is suspended. The company ceases capitalization when substantially all the activities
necessary to prepare the qualifying assets for its intended use or sale are complete.

2.10 Cash and Cash Equivalents

Cash and cash equivalents comprise cash and cheques in hand, banks balances, demand deposits with an
original maturity of three months or less and other short term highly liquid investments- that are readily
convertible into known amounts of cash and which are subject to an insignificant risk of changes in value
net of outstanding bank overdrafts facilities as they are considered an integral part of the Company’s cash
management.

2.11 Employment Benefits

Employee benefits cover benefits provided cither to employees or their dependents or their beneficiaries.
The payment may be in cash or cash equivalent form or by provision of goods or services. Benefits may be
short term benefits, post-employment benefits, termination benefits and other long term employee benefits.

Short-term employment benefits ;

Company recognizes a liability for benefits accruing to employees in respect of wages and salaries, in the
sssociperiod the related service is rendered at the undiscounted amount of the benefits expected to be paid in
AN hange for that service.

bility is recognised in respect of short-term employee and e:onﬁactual employees, benefits are measured
ere et the undiscounted amoulyt of the benefits expected to be paid in exchange for the related service.

¢ 31 ey W oo e QY
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Notes to the Financial Statements
For the Year ended 32" Ashadh 2082 (16 July 2025)

Post-employment benefits:

Depending upon the economic substance of the plan, post-employment benefit plans may be classified either
as defined contribution plans or defined benefit plans.

Defined Contribution plan — Provident Fund.

Under defined contribution plans, provident fund, the company pays pre-defined amounts to separate funds
and does not have any legal or informal obligation to pay additional sums. Contributions to defined
contribution schemes are charged to the profit or loss statement in the year to which they relate as the

company has no further defined obligations beyond monthly contributions. The company doesn’t provide
for any defined benefit scheme.

Defined Benefit plan ,

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
Company’s net obligation in respect of defined benefit plans is calculated separately for each plan by
estimating the amount of future benefit that employees have earned for their service in the current and prior
periods. That benefit is discounted to determine its present value. Any unrecognized past service costs and
the fair value of any plan assets are deducted. The Company recognizes all actuarial gains and losses net of
deferred tax arising from defined benefit plans immediately in other comprehensive income and all expenses
related to defined benefit plans in employee benefit expense in profit or loss. The Company reco gnizes gains
and losses on the curtailment or settlement of a defined benefit plan when the curtailment or settlement
occurs. The gain or loss on curtailment or settlement comprises any resulting change in the fair value of plan
assets, any change in the present value of the defined benefit obligation, any related actuarial gains and losses

and any past service cost that had not previously been recognized. The company doesn’t provide for any
defined benefit Plan.

2.12 Foreign Currency Transactions

The functional currency of the company is determined on the basis of the primary economic environment in
which it operates. The functional currency of the company is Nepalese Rupee (NPR). In preparing the
financial statements, transactions in currencies other than the entity’s functional currency (foreign
currencies) are recorded in functional currency by applying the exchange rate between the functional

currency and the foreign currency at the date of the transaction rates of exchange prevailing at the dates of
the transactions.

At the end of each reporting period, monetary items denominated in foreign currencies are converted using
closing rate. Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when such fair value was determined.

Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.
Exchange difference arising on monetary items on settlement or restatement as at reporting date are
recognised in Statement of Profit and Loss in the year in which they arise.

2.13 Taxation

Significant judgements are involved in estimating profits for the purpose of paying advance tax, determining
the provision for income tax, including amount expected to be paid for uncertain tax positions. Income tax
expenses on the profit or loss for the year comprises current taxes and deferred taxes. Income tax is
recognized in the profit or loss statement except to the extent that it relates to items recognized directly to
equity.

CURRENT TAX

%ince the entity is entitled to full income tax exemption for ten years (full tax holiday) followed by partial
ption for next five years of 50% subject to compliance of tax laws of Nepal (Section 11(3d) of the
plbme Tax Act,2058). The current tax expense for a given year js é:t__em_lined by applying the applicable
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DEFERRED TAX

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

ii. The extent to which deferred tax assets/liabilities can be recognized is based on management's
assessment of the probability of the future taxable income against which such deferred tax
assets/liabilities can be utilized/adjusted. A deferred tax asset is recognized only to the extent
that it is probable that future taxable profits will be available against which the asset can be
utilized. The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable that sufficient taxable profits will
be available to allow all or part of the asset to be recovered.

iii. Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the
period in which the liability is settled or the asset realized, based on tax rates (and tax laws) that
have been enacted or substantively cnacted by the end of the reporting period.

iv. Deferred tax assets or liabilities are not recognized whenever management anticipates that all
temporary differences will be resolved within the full duration of the tax holiday period.
Deferred tax assets are not recognized for carried forward losses whenever management is
confident that sufficient future profits will arise within the tax holiday period to fully utilize
these losses.

2.14 Earnings per share

Basic earnings per share are calculated by dividing the profit/(loss) for the year attributable to equity
shareholders 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 bonus issue, bonus element in a
rights issue to existing shareholders, share split consolidation of shares.

For the purpose of calculating diluted earnings per share, the net profit for the year attributed to equity
shareholders and the weighted average number of equity shares outstanding during the period is adjusted for
the effects of all potentially dilutive equity shares.

While computing Basis and Diluted EPS, the amount received as advance for share capital has not be
considered as a part of share capital.

2.15 Provisions Contingencies and Commitments :

Provisions are recognised when the company has a present obligation (legal or constmctivc) arising because
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 of the amount of obligation can be made.

At each balance sheet date, on the basis of management judgement, changes in facts and legal aspects, the
company assesses requirement of provisions against the outstanding contingent liabilities. However, the
actual outcome in future may differ from the original judgement made.

When the company expects some or all of a provision to be reimbursed, the reimbursement is recognised as
a separate asset, but only when the realization is virtually certain.

xpense relating to a provision is presented in the statement of profit and loss net of any reimbursement.
yse the time value of money is material, provisions are discounted using a current pre-tax rate. The
ding of discount due to the passage of time is recognised as afirmance cost.
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A provision for onerous contracts is recognised when the expected benefits to be derived by the company
from a contract are lower than the unavoidable cost of meeting its obligations under the contract. The
provision is measured at the present value of the lower of the expected cost of terminating the contract and
the expected net cost of continuing with the contract. Before a provision is established, the company
recognises any impairment loss on the assets associated with that contract.

A contingent liability is a possible obligation that arises from past events whose existence will be confirmed
by the occurrence or non-occurrence of one or more uncertain future events not wholly with in the control
of the company or a present obligation that is not recognized because it is not probable that an outflow of
resources will be required to settle the obligation. A contingent liability also arises in extremely rare cascs
where there is a liability that cannot be recognized because it cannot be measured reliably. The company
does not recognize a contingent liability but discloses its existence in the financial statements. ‘

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.

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

2.15.1 Contingent Liability of the company : Stay Order issued by Honorable Supreme Court :

There is a difference in rate of royalty in Electricity Act 2049 and Generation License issued to Singati
Hydro Energy limited. Since the provisions in act prevails over the provisions in generation license, the
company has been paying royalty as per the act. However, NEA had demanded royalty as per generation
license. A writ petition was filed with Supreme court regarding the issue and honorable court has issued
interim order dated 2080/05/25 to collect the royalty as per Electricity Act 2049. Accordingly, the company
has not created the provision for additional royalty and has considered it as contingent liability.

2.16 Financial Instruments

I. Financial Instruments

Financial assets and financial liabilities are recognised when the company becomes a party to the contract
embodying the related financial instruments. All financial assets, financial liabilities and financial guarantee
contracts are initially measured at transaction cost and where such values are different from the fair value,
at fair value. Transaction costs that are directly attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets and financial liabilities at fair value through profit and loss)
are added to or deducted from the fair value measured on initial recognition of financial asset or financial
liability. Transaction costs directly attributable to the acquisition of financial assets and financial liabilities
at fair value through profit and loss are immediately recognised in the statement of profit and loss.

11. Effective Interest Method

The effective interest method is a method of calculating the amortised cost of a financial instrument and of
allocating intcrest income or expense over the relevant period. The effective interest rate is the rate that
exactly discounts future cash receipts or payments through the expected life of the financial instrument, or
where appropriate, a shorter period. Management has calculated cffective interest rate of 9.15% for
amortization of the financial instrument. Income/ expense arising on financial instruments after applying an
effective interest rate is recognised in Statement of Profit and Loss and is included in the “finance income™
or “finance cost” line item.

II1 Financial Assets

Financial assets are subsequently measured at amortised cost if these financial assets are held within a

siness model whose objective is to hold these assets in order to collect contractual cash flows and the
ctua] terms of the financial asset give rise on specified dates to cash flows that are solely payments of

)

#fcial assets are measured at fair value through other comp(ph?kﬁfgj{q_income if these financial assets are
ketd within a business mod, ose objective is to hold these as‘sé:t’_s i 'Q;der to collect contractual cash flows
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Notes to the Financial Statements
For the Year ended 32" Ashadh 2082 (16 July 2025)

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

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

Impairment of financial assets

Loss allowance for expected credit losses is recognised for financial assets measured at amortised cost and
fair value through the statement of profit of loss. The company recognises impairment loss on trade
receivables using expected credit loss model. For financial assets whose credit risk has not significantly
increased since initial recognition, loss allowance equal to twelve months expected credit losses is
recognised. Loss allowance equal to the lifetime expected credit losses is recognised if the credit risk on the
financial instruments has significantly increased since initial recognition.

De-recognition of financial assets

The Company de-recognises a financial asset only when the contractual rights to the cash flows from the
financial asset expire, ot it transfers the financial asset and the transfer qualifies for de-recognition under
NFRS 9. - .

If the Company neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Company recognises its retained interest in the assets and an
associated liability for amounts it may have to pay. If the company retains substantially all the risks and
rewards of ownership of a transferred financial asset, the company continues to recognise the financial asset.
On de-recognition of a financial asset in its entirety, the difference between the carrying amounts measured
at the date of de-recognition and the consideration received is recognised in statement of profit or loss.

IV Financial Liabilities and Equity Instruments
Classification as debt or equity
Financial liabilities and equity instruments issued by the Company are classified according to the substance

of the contractual arrangements entered into and the definitions of a financial liability and an equity
instrument.

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

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

Financial Liabilities

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

Financial guarantee contracts

Financial guarantee contracts issued by the Company are those contracts that require a payment to be made
to reimburse the holder for a loss it incurs because the specified debtor fails to make a payment when due in
accordance with the terms of a debt instrument. Financial guarantee contracts are recognised initially as a
liability at fair value, adjusted for transaction costs that are ,diy}';c\gt.ly_'attributable to the issuance of the
guarantee. INGAT

De-recognition of financt
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A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the de-recognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognised in the statement of profit and loss.

Off-Setting of Financial Instruments
Financial assets and financial liabilities are offset and the net amount is reported in the standalone balance

sheet if there is a currently enforceable legal right to offset the recognised amounts and there is an intention
to settle on a net basis, to realize the assets and settle the liabilities simultaneously.

2.17 Fair Value Measurement :
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either:

i) In the principal market for the asset or liability, or
ii) In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest. A
fair value measurement of a non-financial asset takes into account a market participant’s ability to generate

economic benefits by using the asset in its highest and best use or by selling it to another market participant
that would use the asset in its highest and best use.

The company uses valuation techniques to determine the fair value of financial instruments. This involves
developing estimates and assumptions consistent with how market participants would price the instrument.
The company engages third party valuers, where required, to perform the valuation. All assets and liabilities
for which fair value is measured or disclosed in the financial statements are categorised within the fair value

hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

2.18 Leases
The Company assesses whether a contract contains a lease, at the inception of the contract. A contract is, or

contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time
in exchange for consideration.

Where the company is the lessee

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

less any lease incentives received. .
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Certain lease arrangements include the option to extend or terminate the lease before the end of the lease
term. The right-of-use assets and lease liabilities include these options when it is reasonably certain that the
option will be exercised.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement
date to the earlier of the end of the useful life of the right-of-use asset or the end of the

lease term. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and
adjusted for certain re-measurements of the lease liability.

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

However, the standard provides exceptions for short-term leases and leases of low-value assets, which the
Company has elected to apply, where applicable.

Subsequent measurement

The Company amortizes the right-of-use assets on a straight-line basis from the lease commencement date
to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The Company
also assesses the right-of-use asset for impairment when such indicators exist.

At lease commencement date, the company measures the lease liability at the present value of the lease
payments unpaid at that date discounted using the interest rate implicit in the lease, if readily available, or
the company’s incremental borrowing rate otherwise.

After the initial measurement, the liability will be reduced for payments made and increased for accrued
interest. It is also re-measured to account for any reassessment or modification. When the lease liability is
re-measured, the corresponding adjustment is reflected in the right-of-use asset.

Accordingly, at the date of commencement the company has recognized the right of use of assets and
corresponding lease liability at present value of the future lease payment discounted at ratc of 11% over the
lease period. The interest rate has been assumed to be the effective rate of interest implicit in the lease for
the purpose of discounting.

Where the Company is the Lessor

Rental income from operating leases is recognised on a straight-line basis or another systematic basis over
the term of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised over the lease term on the same basis as
rental income. Contingent rent are recognized as revenue in the period in which they are carned. Leases are
classified as finance leases when substantially all of the risks and rewards of ownership transfer from the
Company to the lessee. Amounts due from lessees under finance leases are recorded as receivables as
company’s net investment in the leases.

2.19 Government Grants .

Government grants are recognised only when there is a reasonable assurance that the grant will be received '
and company will comply with the conditions attached to them. If the grant relates to an expense item, it is
recognised as income on a systematic basis over the periods that the related costs, for which it is intended to
compensate, are expensed. If the grant relates to an asset, it is first recognised as deferred income which is
then recognized in the statement of profit or loss on a systematic basis over the expected useful life of the
related asset. When the company receives grants of non-monetary assets, the asset and the grant are recorded
o Rs50c3 fair value amounts and rel.eased to ;')roﬁt or loss over th(? expected useful life in a pat_terp of copsumption

y ~§| benefit of the underlying asset i.e. by équalannual instalments. When loans or similar assistance are

p\lided by governments or related institutions, with, an interest rate below the current applicable market
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2.20 Segment Reporting

The Company has only one business segment i.e., generation of electricity. The chief operating decision
maker and all functional managers reviews the operating results of the business as a whole. Further, internal
organizational and management structure of the Company is not based on product differentiation.

2.21 Proposed Dividend ‘
The Board of Directors of SHEL, in its meeting held on 17th Kartik 2082, has unanimously decided to
propose a 5% Bonus Share (excluding tax) for the financial year ended Ashadh 32, 2082, subject to approval
by the forthcoming Annual General Meeting (AGM).

As per Nepal Accounting Standard (NAS) 10— Events after the Reporting Period, the proposed bonus share
has not been recognized as a liability in these financial statements.

2.22 Non-Current Assets held for Sale

The Company classifies non-current assets as held for sale if their carrying amounts will be recovered
principally through a sale rather than through their continuing use. Actions required to complete the sale
should indicate that it is unlikely that significant changes to the sale will be made or that the decision to sell
will be withdrawn. Management must be committed to the plan to sale and sale shall be expected within one
year from the date of classification.

The criteria for held for sale classification is held as met only when the assets or disposal group is available
for immediate sale in its present condition, subject only to terms that are usual and customary for sales of
such assets and its sale is highly probable.

Assets and liabilities classified as held for sale are presented separately in the balance sheet. Property, plant
and equipment and intangible asscts once classified as held for sale/ distribution to ‘owners are not
depreciated or amortised from the date of such classification. Non-current assets held for sale are measured
at the lower of their carrying amount and the fair value less costs to sell.

2.23 Related Party Disclosures
Following are the related parties and transaction entered with related parties for the relevant financial year.
a) During the reporting period, Singati Hydro Energy Ltd. acquired a majority stake by investing in
shares of the Habitat Energy Ltd. The shareholding of Singati Hydro Energy Ltd. stands 28.2% of
the total number of shares issued by the Habitat Energy Ltd. capital at the end of the reporting period.
b) During the reporting period, Singati Hydro Energy Ltd. acquired a majority stake by investing in
shares of the Orbit Energy Ltd. The shareholding of Singati Hydro Energy Ltd. stands 40.00% of
the total number of shares issued by the company capital at the end of the reporting period.
¢) The key managerial personnel are following person are charged with governance of the company
includes following members of the BOD.

Sudip Raj Gautam Chairman

Sudip Khadka Managing Director
Sujeena Dangol Director

Sunil KC Director

Dal Bahadur Bista Director

Shyam Prasad Khatiwada Director

Pravin Bhattarai ) Independent Director

d) Transactions with related parties
The following transactisgs were carried out

with related partigs in the ordinary coprse of business:
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Name of the Related Parties Nature of Nature of Transactions During the
Relationship Transactions - year

Sudip Raj Gautam Chairman Salary & Allowances 816,000.00
Sudip Khadka Managing Director | Salary & Allowances 3435.464.00
Sujeena Dangol Director Salary & Allowances 166.,000.00
Sunil KC Director Salary & Allowances 348,000.00

. Dal Bahadur Bista Director 7 'Salary & Allowances 348.000.00
Shyam Prasad Khatiwada Director Salary & Allowances 348,000.00
Pravin Bhattarai Director Salary & Allowances 548.000.00

Company hasn’t entered any other related party transactions during the reporting 'period that requires
disclosure. '

2.24 Financial Risk Management Objectives

The company's main financial liabilities comprise trade and other payables and borrowings. The main
purpose of these financial liabilities is to support the operation of the company. Similarly, the main financial
assets of the company comprise trade and other receivables, cash and cash equivalents, short-term deposits
that are directly derived from its operation. The company is exposed to a variety of financial risk because of
its activities i.e., credit risk, liquidity risk, market risk etc. The Board of Directors reviews and agrees policies
for managing each of these risks which are summarized below:

Credit Risk:
This risk arises when a counterparty defaults on its contractual obligation to pay resulting in financial loss

to the company. Company has PPA agreement with NEA and receivables from its business mainly involves
receivable from NEA. Hence, default risk is significantly low.

Interest Rate risk:
The company's exposure to short-term and long-term debt obligation is affected by changes in the market
interest rate. Risk being of external nature it is beyond the power of the company to minimize such risk.

Liquidity risk:

Liquidity risk is a risk that the company may face challenges in fulfilling the obligations associated with the
financial liabilities. The company's approach of managing liquidity ensures that sufficient funds will always
be there to meet its liabilities even in hard circumstances. However, major and prolonged shortfall in the
cash flow of the company may trigger potential risk in continuity of the company.

Currency Risk: ~'SINGA
The company is not subjected to currency risk at’presefit; as it is not involved in any foreign currency
transaction during the current year. 2 DY d
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