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SHISHIR B. & ASSOCIATES PRI

Chartered Accountants Phone: 977 - 9851185267
Firm Registration No.: 1025 E-mail: ca.shishirb@gmail.com

INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF SANVI ENERGY LIMITED

3

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Sanvi Energy Limited (the Company)
which comprise the Statement of Financial Position as at Ashadh 32, 2082 (16 July 2025), the Statement
of Profit or Loss and Other Comprehensive Income, Statement of Changes in Equity and the Statement
of Cash Flow for the year then ended and notes to the financial statements including the summary of
significant accounting policies.

In our opinion and to the best of our information and according to the explanations provided to us, the
accompanying financial statements present fairly, in all material respects, the financial position of the
Company as at Ashadh 32, 2082 (16 July 2025) and its financial performance and its cash flows for the
year then ended in accordance with the Nepal Financial Reporting Standards (NFRSs).

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements for the year ended Ashadh 32, 2082 (16 July 2025). These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

We have determined that there are no key audit matters to be communicated through this report

Information other than the financial statements and auditor’s report thereon
The management is responsible for other information presented in the Api Power Company Limited’s
Annual Report and Accounts for FY 2081/82 (FY 2024/25) together with the Financial Statements.
opinion on the financial statements does not cover the other information and we do not express an/v
of assurance conclusion thereon. |
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This report is expected to be made available to us after the date of our auditor’s report. Our opinion
on the Financial Statements does not cover the other information and, accordingly, we do not express
an audit opinion or, expect as explicitly stated below, any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other infotmation, we are required to report that
fact. We have nothing to report in this regard as on the date of issuance of this report,

Responsibility of management and those charged with governance for the financial statements

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

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

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s responsibilities for the audit of the financial statemenis

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

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

o Identify and assess the risk of material misstatement of the financial statements, whether due
to fraud or error, design and performed 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 omission, misrepresentations,
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 of the effectiveness of the Company’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonable:
accounting estimates and related disclosures made by management. El
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Conclude on the appropriateness of the 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 cause 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 disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

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 identified during our audit.

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

Report on Other Legal and Regulatory Requirements
Based on our examination, we further report that:

iii.

iv.

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

Proper books of accounts as required by law have been kept by the Company as far as appears
from our examination of such books;

The Statement of Financial Position as at Ashadh 32, 2082 (16 July 2025), the Statement of
Profit or Loss and Other Comprehensive Income, the Statement of Changes in Equity and the
Statement of Cash Flow for the year then ended are prepared in accordance with the Company
Act, 2063 and the same are in agreement with the books of accounts maintained by the
Company;

During our examination of the books of account of the Company and to the best of our
information and explanations given to us, we have not come across the cases where the Board
of Directors or any member thereof or any representative or any office holder or any employee
of the Company has acted deliberately contrary to the provisions of law relating to accounts or
committed any misappropriation or caused loss or damage to the Company relating to the
accounts in the Company.

.""r—
AT N
:
Shijir Bhattafai’

Date: 29 Mangshir 2082 Proprietor

Place: Kathmandu, Nepal Shishir B. & Associates

UDIN: 251221CA00936TbGur Chartered Accountants
Page3 of 3
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Sanvi Energy Limited

Statement of Financial Position as at Ashadh 32, 2082

Amount in NRs.

Particulars Notes HBED HBED
32.03.2082 31.03.2081

Assets
Non-Current Assets
Property, Plant and Equipment 4 693,810 -
Intangible Assets 5 2,5602,315,054 1,207,157,021
Intangible Assets under Development 6 - 1,008,916,987
Total Non-Current Assets 2,503,008,864 2,216,074,008
Current Assets
Financial Assets
Cash and Cash Equivalents 7 69,309,489 56,003,767
Trade Receivables 8 44,057,896 44,307,563
Other Financial Assets 9 127,640,181 141,997,384
Total Current Assets 241,007,566 242,308,714
Total Assets 2,744,016,429 2,458,382,721
Equity and Liabilities
Equity
Share Capital 10 880,000,000 501,000,000
Other Equity 11 122,548,153 103,885,757
Total Equity 1,002,548,153 604,885,757
Liabilities
Non-Current Liabilities
Financial Liabilities

Long Term Borrowings 12 1,613,343,508 1,681,367,467
Total Non-Current Liabilities 1,613,343,508 1,681,367,467
Current Liabilities
Financial Liabilities
Short Term Borrowings 13 77,400,000 132,190,002
Trade and Other Payables 14 50,724,768 39,939,495
Total Current Liabilities 128,124,768 172,129,497
Total Liabilities 1,741,468,276 1,853,496,964
Total Equity and Liabilities 2,744,016,429 2,458,382,721

The accompanying notes form an integral part of the Financial Statements.

As per our report of even date attached

Shishir Bhattarai
Proprieter
Shishir B. & Associates

Bandana Pokhrel Bhanu Bhakta Pokharel Anup Acharya
Chartered Accountants
Director Managing Director Chairman
Deepak Baral Hari Babu Neupane Shreyan Pokhrel Narayan Pd. Poudel
Director Director Director Director
Date:

Place: Kathmandu, Nepal
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Sanvi Energy Limited

Statement of Profit or Loss and Other Comprehensive Income for the year ended Ashadh 32, 2082

Amount in NRs.
For the year ended | For the year ended

ATEIETR Notes | ) chadh 32,2082 | Ashadh 31, 2081
Revenue 15 184,665,424 202,043,133
Net Construction Revenue (As per IFRIC 12) 16 30,973,584 74,068,666
Cost of Sales 17 (30,584,526) (33,769,031)
Gross Profit/(Loss) 185,054,482 242,342,768
Other Income 18 100,000 -
Total Income 185,154,482 242,342,768
Depreciation & Amortization 485 (55,625,351) (49,509,005)
Administrative and Other Expenses 19 (9,540,639) (7,358,847)
Profit from Operation 119,988,492 185,474,916
Finance Income 20 - -
Finance Costs 21 (92,599,008) (100,130,077)
Profit before Tax 27,389,484 85,344,839

Income Tax Expenses
Current Tax - -
Deferred Tax Credit/Charge - -
Profit for the Year 27,389,484 85,344,839
Other comprehensive income

Other comprehensive income not to classified to profit or loss
in subsequent periods

Re-measurement (losses)/gains on post employment defined - -
benefit plans
Share Transaction Costs - -
Tax relating to items that will not to be reclassified to profit - -
and loss
Other comprehensive gain/(loss) for the year, net of tax - -

Total comprehensive gain/(loss) for the year, net of tax 27,389,484 85,344,839
Earnings per equity share of Rs. 100 each

Basic earnings per share 5.09 17.03
Diluted earnings per share 5.09 17.03

The accompanying notes form an integral part of the Financial Statements.
As per our report of even date attached

Shishir Bhattarai
Proprieter
Shishir B. & Associates

Bandana Pokhrel Bhanu Bhakta Pokharel Anup Acharya Chartered Accountants
Director Managing Director Chairman

Deepak Baral Hari Babu Neupane Shreyan Pokhrel Narayan Pd. Poudel

Director Director Director Director

Date:

Place: Kathmandu, Nepal
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Sanvi Energy Limited

Statement of Cash Flows for the year ended Ashadh 32, 2082

Amount in NRs.
Particulars For the period ended | For the year ended
Ashadh 32, 2082 Ashad 31, 2081

Operating Activities
Net profit after tax 27,389,484 85,344,839
Adjustment for -
Depreciation 55,625,351 49,509,006
Amortisation - -
Interest Expenses 92,599,008 100,130,077
Operating Activities before working capital changes 175,613,843 234,983,922
(Increase)/Decrease in Current Assets 14,606,870 28,197,317
Increase/(Decrease) in Current Liabilities (44,278,624) 23,838,061
Cash generated from Operations -
Tax Paid - -
Net Cash from Operating Activities 145,942,089 287,019,300
Investing Activities -
Purchase of Property, Plant & Equipment (700,749) -
Purchase of Intangible Assets (1,350,776,445) (1,122,173)
Investments - -
(Increase)/Decrease in Intangible Assets Under Development 1,008,916,987 (814,256,809)
Net Cash from Investing Activities (342,560,207) (815,378,982)

Financing Activities
Issue of Share Capital 379,000,000 -
Advance Share Capital - -
Share Issuance Cost (8,453,193) (2,129,500)
Borrowings (Paid)/Received (68,023,959) 621,715,012
Dividend Paid-Provision - -
Interest Paid (92,599,008) (100,130,077)
Net Cash from Financing Activities 209,923,840 519,455,435
Net Increase in Cash and Cash Equivalents 13,305,722 (8,904,248)
Cash and Cash Equivalents at the beginning of the period 56,003,767 64,908,015
Cash and Cash Equivalents at the end of the period 69,309,489 56,003,767

The accompanying notes form an integral part of the financial statements.
As per our report of even date attached

Shishir Bhattarai
Proprieter
Shishir B. & Associates

Bandana Pokhrel Bhanu Bhakta Pokharel Anup Acharya
Chartered Accountants
Director Managing Director Chairman
Deepak Baral Hari Babu Neupane Shreyan Pokhrel Narayan Pd. Poudel
Director Director Director Director
Date:

Place: Kathmandu, Nepal
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Sanvi Energy Pvt. Ltd.

Statement of Change in Equity for the year Ended 32 Ashadh 2082

Amount in NRs.
Particulars Share Capital | Retained Earning | IFRIC Reserve Total
Balances on Shrawan 1, 2080 501,000,000 4,844,376 17,651,060 523,495,436
Issue of Share Capital - - - -
Comprehensive income for the year
Profit for the year - 11,276,173 74,068,666 85,344,839
Other comprehensive income - - - -
Bonus Share Issue - - - -
Cash Dividend Paid - - - -

Transfer to CSR Fund - (1,825,018) - (1,825,018)
Share Issuance Costs - (2,129,500) - (2,129,500)
Balances on Ashadh 31, 2081 501,000,000 12,166,031 91,719,726 604,885,757
Issue of Share Capital - IPO 379,000,000 - - 379,000,000
Comprehensive income for the year -

Profit for the year - (3,584,100) 30,973,584 27,389,484
Other comprehensive income - -

Bonus Share Issue - - - -
Cash Dividend Paid - -

Transfer to Retained Earning on Amortization - 238,596 (238,596) -
Transfer to CSR Fund - (273,895) - (273,895)
Shares Issuance Cost - (8,453,193) - (8,453,193)
Balance as on 32 Ashadh 2082 880,000,000 93,439 122,454,714 1,002,548,153

The accompanying notes form an integral part of the financial statements.
As per our report of even date attached

Shishir Bhattarai
Proprieter
Shishir B. & Associates

Bandana Pokhrel Bhanu Bhakta Pokharel Anup Acharya
Chartered Accountants
Director Managing Director Chairman
Deepak Baral Hari Babu Neupane Shreyan Pokhrel Narayan Pd. Poudel
Director Director Director Director
Date:

Place: Kathmandu, Nepal
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Sanvi Energy Limited

Notes to the Financial Statements for the year ended on 32 Ashadh 2082

4. Property, Plant and Equipment

Amount in NRs.

Freehold | Buildings and | Office Equipment Vehicles Plant & Total
Land Structures & Furniture Machinery

Particular

Cost
Balance as at 1 Shrawan 2080 - - - - - -
Additions - - - - - -
Disposals - - - - - -
Balance as at 31 Ashadh 2081 - - - - - -
Additions - - 700,749 - 700,749
Disposals - - - - - -
Balance as at 32 Ashadh 2082 - - 700,749 - -| 700,749

Accumulated Depreciation
Balance as at 1 Shrawan 2080 - - - - - -
Depreciation for the year - - - - - -
Eliminated on Disposals - - - - - -
Balance as at 31 Ashadh 2081 - - - - - -
Depreciation for the year - - 6,939 - - 6,939
Eliminated on Disposals - - - - - -
Balance as at 32 Ashadh 2082 - - 6,939 - - 6,939

Carrying Amount
As at 32 Ashadh 2082 - - 693,810 - - 693,810
As at 31 Ashadh 2081 - - - - - -
As at 31 Ashadh 2080 - - - - - -
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Sanvi Energy Limited

Notes to the Financial Statements for the year ended on 32 Ashadh 2082

5. Property, Plant and Equipment

Amount in NRs.

SCA Jogmai Khola

SCA Jogmai Cascade

ATUETLET Small HEP 7.6 MW HEP 5.2 MW IEEL
Cost
Balance as at 1 Shrawan 2080 1,558,225,905 - 1,558,225,905
Additions 1,122,173 - 1,122,173
Disposals - - -
Balance as at 31 Ashadh 2081 1,559,348,078 -| 1,559,348,078
Additions 1,150,037 1,349,626,408 | 1,350,776,445
Disposals - - -
Balance as at 32 Asadh 2082 1,560,498,115 1,349,626,408 | 2,910,124,523
Accumulated Depreciation
Balance as at 1 Shrawan 2080 302,682,051 302,682,051
Depreciation for the year 49,509,006 49,509,006
Eliminated on Disposals - -
Balance as at 31 Ashadh 2081 352,191,057 352,191,057
Depreciation for the year 52,993,851 2,624,561 55,618,412
Eliminated on Disposals - - -
Balance as at 32 Asadh2082 405,184,908 2,624,561 407,809,469
Carrying Amount
As at 32 Asadh 2082 1,155,313,207 1,347,001,847 | 2,502,315,054
As at 31 Ashadh 2081 1,207,157,021 -| 1,207,157,021
As at 31 Ashadh 2080 1,255,543,854 -| 1,255,543,854

Note:

1. The Company has commenced the commercial operation of the Jogmai Cascade HEP 5.2 MW from Ashadh 11,

2082.

2. The Company did not amortize the land used for Jogmai Khola Small HEP 7.2 MW till last financial year. However,
the Company has decided to amortize the land along with other project assets for the remaining license period of
the power plant starting from current financial year 2081-82.
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Sanvi Energy Limited

Notes to the Financial Statements for the year ended on 32 Ashadh 2082

6.1 Summary of Intangible Assets Under Development (IAUD)

Amount In NRs.

Particulars As at Addition during As at
32.03.2082 the year 31.03.2081

Jogmai Khola Cascade HEP of 5.2 MW

Pre - operating Expenses 27,804,220 - 27,804,220
Project Study Report and Documentation 8,537,777 - 8,537,777
Social & Environment Cost 4,525,129 2,803,057 1,722,072
Project Management Cost 63,095,469 13,787,131 49,308,338
Civil Work 455,103,866 169,166,563 285,937,303
Metal Works 287,729,771 51,301,939 236,427,832
Electromechanical Cost 169,998,028 3,026,174 166,971,854
Transmission Line and Construction Power 33,616,700 89,425 33,527,275
Financial Cost 117,067,796 68,243,538 48,824,258
Land and Development Cost 16,468,424 - 16,468,424
Vehicle 580,997 - 580,997
Camping Facilities 12,301,971 750,165 11,551,806
Infrastructure Development 26,560,175 - 26,560,175
Project Insurance During Construction 3,542,775 567,845 2,974,930
Sub-Total 1,226,933,098 309,735,837 917,197,261
IFIRIC 12 Adjustment 122,693,310 30,973,584 91,719,726
Total 1,349,626,408 340,709,421 1,008,916,987

Details of Intangible Assets Under Development (IAUD)

Pre-Operating expense

Particulars As at Addition during As at
32.03.2082 the year 31.03.2081

Publication & Promotion expesnes 211,353 - 211,353
Beding Expenses 19,094 - 19,094
Capacity Building -Staffs 12,000 - 12,000
Communication Expenses 246,065 - 246,065
Consultance Fee 2,527,690 - 2,527,690
Dashain Expenses 620,572 - 620,572
Dish Set Expenses 2,750 - 2,750
Electricity & Water 273,562 - 273,562
Entertainment & Promotion Expenses 18,480 - 18,480
Field Visit Guest expesnes 35,000 - 35,000
Fuel Expenses 56,864 - 56,864
Generation Lincese Fee 700,000 - 700,000
Guest Food Expenses 104,769 - 104,769
Health & Medicine Expenses 4,998 - 4,998
Incentive Expenses 175,000 - 175,000
Legal Fee & Other Expenses 100,005 - 100,005
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Lodging & Fooding Expenses 1,154,725 - 1,154,725
Meeting Allowances 87,646 - 87,646
Office Overhead & Miscellaneous Expenses 1,551,334 - 1,551,334
Office Rent 432,015 - 432,015
Other Expenses 825,950 - 825,950
Photoshoot Expenses 12,091 - 12,091
PPA and Other Expenses 100,000 - 100,000
Printing & Stationery 149,071 - 149,071
Renewal & Membership Fee 15,700 - 15,700
Rent Site Office 246,445 - 246,445
Repair and Maintenance 94,925 - 94,925
Salary Admin Staffs 3,531,416 - 3,531,416
Salary Site Staffs 5,635,978 - 5,635,978
Social & Development Expenses 211,775 - 211,775
Sport Materail 7,328 - 7,328
Survey Lincese Expenses 8,000,000 - 8,000,000
Travelling Expenses 532,076 - 532,076
Verification Expenses 45,200 - 45,200
Wages on Site Office 134,343 - 134,343
Wood Purchase 28,000 - 28,000
Total 27,804,220 - 27,804,220
Project Study Report & Documentation
Particulars As at Addition during As at
32.03.2082 the year 31.03.2081
Cadastal Maping 237,300 - 237,300
Consultant Fee 3,404,690 - 3,404,690
Environmental and Technical Expenses 340,321 - 340,321
ERT 23,530 - 23,530
Project Survey Expenses 73,845 - 73,845
Review of Feasibility Study 2,825,000 - 2,825,000
Survey Equipment 74,403 - 74,403
Technical Support-Forest and Filling Trees 565,000 - 565,000
Financial Consultancy charge 644,100 - 644,100
Topographical Survey Work -Project Study 349,588 - 349,588
Total 8,537,777 - 8,537,777
Social & Environmental Cost
Particulars As at Addition during As at
32.03.2082 the year 31.03.2081
CSR work for local community 4,409,203 2,803,057 1,606,146
Plantation Expenses 115,926 - 115,926
Total 4,525,129 2,803,057 1,722,072
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Project Management Cost
Particulars As at Addition during As at
32.03.2082 the year 31.03.2081
Financial and Bank Charges 390,719 1,075 389,644
First Aid 32,714 245 32,469
Fuel & Transportation 2,131,857 786,410 1,345,447
Guest Lodging & Fooding 463,853 77,597 386,256
Hardware Material 640,701 548,550 92,151
Insurance Premium 351,564 - 351,564
Labour Expenses 779,187 244,065 535,122
Office Communication 369,470 213,220 156,250
Office Printing & Stationery 220,791 58,920 161,871
Office Utility & Overhead 1,983,126 737,317 1,245,809
Repair and Maint Cost 3,514,850 881,924 2,632,926
Site Mess Expenses 3,472,372 773,854 2,698,518
Travel Expenses/Local Conveyance 2,065,342 729,363 1,335,979
Capacity Building Expenses 39,456 - 39,456
Consultancy Charge 8,178,940 - 8,178,940
Consultant Fee 629,792 - 629,792
Office Equipment & Furniture 167,146 - 167,146
Electricity and Water Expenses 290,554 - 290,554
Entertainment and Promotion Expenses 52,108 - 52,108
Kitchen Utensils 27,364 - 27,364
Legal Fee 791,763 - 791,763
Meeting Allowances 99,407 - 99,407
Office Rent 562,973 - 562,973
Plantation Expenses 17,759 - 17,759
Credit Rating /Issuer Rating Expenses 254,250 - 254,250
Registration and Renewal 185,286 7,155 178,131
Salary and Allowances 35,318,907 8,727,436 26,591,471
Staffs Gratuity (Salary & Allowances) 51,020 - 51,020
Wages on Site Office 12,198 - 12,198
Total 63,095,469 13,787,131 49,308,338
Civil Works
Particulars As at Addition during As at
32.03.2082 the year 31.03.2081
Civil works-IPC 440,218,750 169,166,563 271,052,187
Civil Works - General items 14,885,116 - 14,885,116
Total 455,103,866 169,166,563 285,937,303
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Electromechanical Works
Particulars As at Addition during As at
32.03.2082 the year 31.03.2081
Contract Document Preparation of EM 2,825,000 - 2,825,000
Consultancy Charge 1,808,000 1,265,600 542,400
Contract Signing Expenses-EM 60,152 60,152
EM Materials Cost 160,308,304 1,595,574 158,712,730
LC Commission & Banking Charge-EM-Flovel 4,831,572 - 4,831,572
Travelling Allowances 165,000 165,000 -
Total 169,998,028 3,026,174 | 166,971,854
Metal Works
Particulars As at Addition during As at
31.03.2081 the year 31.03.2080
Installation and errection cost 35,727,456 - 35,727,456
Contract Document Preparation-HM 2,825,000 - 2,825,000
LC Commission and Bank Charge-HM-CBMEW 6,630,211 1,236,848 5,393,363
Pref Bond Fee 42,000 - 42,000
Pipe 149,047,425 - 149,047,425
HM parts 93,457,679 50,065,091 43,392,588
Total 287,729,771 51,301,939 | 236,427,832
Tramsmission Line & Construction Power
Particulars As at Addition during As at
31.03.2081 the year 31.03.2080
Custom Clearence Expenses 68,080 68,080
Bank Charge for TT 9,901 9,901
Consultancy Charge 847,500 847,500
Jemstar Il Electricity Revenue Meter 2,373,721 2,373,721
Meter Programming -Cascaded 9,400 9,400
Substation Wok with CT/PT 27,807,709 27,807,709
Tansportation/logistic Expenses 24,929 24,929
11 KVA Line 1,946,782 1,946,782
Wages Expenses 14,142 14,142
TOD Meter 224,093 224,093
Construction Power Work 191,018 191,018
Wood Cutting Expenses 10,000 10,000
33 Kv Transmission Line-Compenssion 89,425 89,425 -
Total 33,616,700 89,425 33,527,275
Financial Cost
Particulars As at Addition during As at
31.03.2081 the year 31.03.2080
Interest on BG Loan 9,276,430 5,958,672 3,317,758
Interest on Term Loan 85,126,975 49,671,587 35,455,388
Interest on IPO GAP Funding Loan 16,902,143 12,532,279 4,369,864
Term Loan Service Charge-SLA 5,681,248 5,681,248
Bond Fee 81,000 81,000 -
Total 117,067,796 68,243,538 | 48,824,258
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Land Purchase & Developemnt
Particulars As at Addition during As at
31.03.2081 the year 31.03.2080
Land Compensation 4,547,431 - 4,547,431
Land Development Expenses 1,428,430 - 1,428,430
Forest land /Protect cost 7,797,483 - 7,797,483
Land Registration & Other Charges 2,695,080 - 2,695,080
Total 16,468,424 - 16,468,424
Vehicle
Particulars As at Addition during As at
31.03.2081 the year 31.03.2080
Bagmati Pradesh 029 Pa 9102-Honda 280,400 - 280,400
Insurance and Renewal Exp-Vehicle 5,835 - 5,835
Pulsar-150-PRA1-03-001PA4632 290,262 - 290,262
Registration and Renewal Exp-Vehicle 4,500 - 4,500
Total 580,997 - 580,997
Project Insurance During Construction
Particulars As at Addition during As at
31.03.2081 the year 31.03.2080
EAR Insurance-EM 1,518,791 253,127 1,265,664
EAR Insurance-HM-Pipe 1,409,699 234,945 1,174,754
EAR Insurance -Metal 478,668 79,773 398,895
Transit Insurance -Pipe 135,617 - 135617
Total 3,542,775 567,845 2,974,930
Camping Facilities
Particulars As at Addition during As at
31.03.2081 the year 31.03.2080
IPC related cost 11,019,281 339,000 10,680,281
Other camping cost 1,282,690 411,165 871,525
Total 12,301,971 750,165 11,551,806
Access Road and Infrastructure
Particulars As at Addition during As at
31.03.2081 the year 31.03.2080
Access Road Const-IPC 26,541,075 26,541,075 -
Wood Cutting Exp- Infrastucture 19,100 19,100 -
Total 26,560,175 26,560,175 -
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Sanvi Energy Limited

Notes to the Financial Statements for the year ended on 32 Ashadh 2082

6. Intangible Assets Under Development (IAUD)

Amount in NRs.
Particulars LHET COER
32.03.2082 31.03.2081

JOGMAI CASCADE HEP 5.2MW
Opening Balances 917,197,261 177,009,118
Addition During The Year 309,735,837 740,188,143
Deletion - -
Sub Total 1,226,933,098 917,197,261
Add: IFRIC 12 Marigin 122,693,310 91,719,726
Total 1,349,626,408 | 1,008,916,987
Less: Transferred to Intangible Assets (1,349,626,408) -
Total Intangible Assets Under Development -| 1,008,916,987

7. Cash and Cash Equivalents

Particulars et et
32.03.2082 31.03.2081
Balances With Bank 69,245,187 55,973,354
Nepal Infrastructure Bank Ltd - Reserve 11,484,772 10,225,235
Global Ime Bank Limited 1,733,213 258,677
Nabil Bank Limited 4,102,064 10,134,906
Laxmi Bank Limited 957 320,330
NMB Bank Ltd. 49,575,294 18,536,194
Nepal Infrastructure Bank Ltd - Current 2,348,887 16,498,012
Cash in Hand 64,302 30,413
Total 69,309,489 56,003,767
8. Trade Receivables
Particulars LOES LOE
32.03.2082 31.03.2081
Nepal Electricity Authority 44,057,896 | 44,307,563.35
Total 44,057,896 44,307,563
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9. Other Financial Assets
Particulars As at As at
32.03.2082 31.03.2081
Project Contractors Advance 74,753,637 88,125,169
Land /Compensation/Mitigation Advance 39,351,288 42,441,288
Advances to Consultants 2,213,036 500,000
Prepaid Insurance 6,033,043 3,275,617
Site Advances 3,629,227 3,314,581
Deposits 997,405 997,405
HO & Site Office Party Advances 451,223 667,805
Bank Margin 211,322 2,675,519
Total 127,640,181 141,997,384
10. Share Capital
Particulars et it
32.03.2082 31.03.2081
Authorized Share Capital
8,800,000 Equity shares of Rs. 100 each 880,000,000 | 880,000,000
Issued Share Capital
8,800,000 Equity shares of Rs. 100 each 880,000,000 880,000,000
Share Capital Fully Paid Up
8,800,000 Equity shares of Rs. 100 each 880,000,000 | 501,000,000
Total 880,000,000 | 501,000,000
11. Other Equity
Particulars oo CL
32.03.2082 31.03.2081
Reained Earnings
Opening Balances 12,166,031 4,844,376
Addition this Year (3,584,100) 11,276,173
Dividend Declared -Provision - -
Transfer to CSR Fund (273,895) (1,825,018)
Share Issuance Costs (8,453,193) (2,129,500)
Transfer to IFRIC Reserve - -
Transfer from IFRIC Reserve 238,596 -
93,439 12,166,031
IFRIC Reserve
Opening Balances 91,719,726 17,651,060
Addition this Year 30,973,584 74,068,666
Transfer to Retained Earnings (238,596) -
122,454,714 91,719,726
Total 122,548,153 | 103,885,757
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12. Long Term Borrowings
Particulars As at As at

32.03.2082 31.03.2081

Borrowings for Jogmai HEP

Nepal Infrastrucutre Bank Ltd (NIFRA) Term Loan 908,943,508 | 1,059,652,455

NIFRA Permanent Loan - 30,305,014

Less: Payable Within A Year (47,000,000) (32,190,002)

Borrowings for Jogmai Cascade HEP

Nabil Term Loan 654,500,000 623,600,000

Bridge Gap Loan -Nabil Bank Ltd 97,300,000 -

Less: Payable Within A Year (400,000)

Total 1,613,343,508 | 1,681,367,467

Note: The repayment schedule for the Term Loan for Jogmai Cascade HEP has not yet been finalized, and therefore

the repayments within a year for such loan could not be provided.

13. Short Term Borrowings

Particulars LHEL LOED
32.03.2082 31.03.2081

Borrowings for Jogmai HEP

Term Loan Payable Within A Year 47,000,000 32,190,002
Borrowings for Jogmai Cascade HEP

Term Loan Payable Within A Year 400,000

Bridge Gap Loan Against IPO- Nabil 30,000,000 100,000,000
Total 77,400,000 132,190,002
14. Trade and Other Payables

Particulars As at As at
32.03.2082 31.03.2081

Retention Payable 27,797,944 29,449,365
Interest Payable 12,229,494 -
Salary Payable 2,932,216 2,780,877.00
Gratuity Payable - CIT 104,804 152,430
Employee Provident Fund Contribution 180,250 351,528
Employee Bonus Payable - 230,126
Trade Payables 2,435,990 2,165,254
Audit Fee Payable 334,500 167,250
TDS On Audit Fee 4,500 2,250
TDS Payble 2,038,780 1,754,183
Payable to DOED 1,710,077 886,107
CSR Provision 793,013 1,825,018
Meeting Allowances Payable 163,200 147,900
Wages Payable-Site - 27,207
Total 50,724,768 39,939,495

L5332
1
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15. Revenue
Particulars For the year ended | For the year ended
Ashadh 32, 2082 Ashadh 31, 2081
Sale of Power to NEA from Jogmai Khola Small HEP 7.8 MW 188,580,607 202,043,133
Sale of Power to NEA from Jogmai Cascade HEP 5.2 MW 11,530,709 -
Penalty on delay in Commercial Operation of Jogmai Cascade (15,179,191) -
Short Supply Charge (266,701) -
Total 184,665,424 202,043,133

16. Net Construction Revenue (As per IFRIC 12)

For the year ended

For the year ended

Ratbenl s Ashadh 32,2082 | Ashadh 31,2081

Jogmai Khola Small HEP 7.8 MW

Construction Revenue as per IFRIC 12 - -

Construction Cost as per IFRIC 12 - -

Jogmai Cascade HEP 5.2 MW

Construction Revenue as per IFRIC 12 340,709,421 814,256,809

Construction Cost as per IFRIC 12 (309,735,837) (740,188,143)
30,973,584 74,068,666

Total 30,973,584 74,068,666

17. Cost of Sales

For the year ended

For the year ended

Particulars Ashadh 32,2082 | Ashadh 31, 2081
Jogmai Khola Small HEP 7.8 MW
Fixed Capacity Royalty 760,000 760,000
Generation Royalty 3,771,584 4,040,209
Salary Expenses (Site And Operation) 16,009,994 15,823,050
Insurance Expenses 3,502,159 4,015,542
Repair & Maintenance Expenses 450,711 6,158,481
Site Operation and Management Cost 3,883,546 2,939,025
Power Supply Charges by NEA 91,800 32,724
28,469,794 33,769,031
Jogmai Cascade HEP 5.2 MW
Fixed Capacity Royalty 520,000 -
Generation Royalty 230,642 -
Salary Expenses (Site And Operation) - -
Insurance Expenses 254,717 -
Repair & Maintenance Expenses - -
Site Operation and Management Cost 1,108,644 -
Power Supply Charges by NEA 729 -
2,114,732 -
Total 30,584,526 33,769,031
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18. Other Income

Particulars For the year ended For the year ended
Ashadh 32, 2082 Ashadh 31, 2081
Miscellaneous Income 100,000 -
Total 100,000 -
19. Administrative and Other Expenses
Particulars For the year ended For the year ended
Ashadh 32, 2082 Ashadh 31, 2081
Salary Expenses (Administration) 2,342,064 1,409,689
Employee Bonus Exp(Provision @2% of profit) - 230,126
Audit Fees 339,000 169,500
Electricity and Water 80,513 88,995
Office Rent - Head Office 1,875,000 1,800,000
Printing and Stationery 45,764 71,881
Bank Charge & Commission 22,936 26,185
Communication /Web/Publication 30,600 98,100
Consultancy Fee 1,564,850 575,000
Fine and Penalty 100,000 500
Fuel/ Transportation Expenses 44,280 76,718
Board Meeting Allowance 402,000 534,000
Other Meeting Allowances 490,581 120,000
Dashain Expenses 584,164 809,419
Renewal and Membership Fee 48,488 85,550
Office Overhead / Cleaning & Miscellaneous Exp 271,986 139,037
Repair and Maintenance/Office Shifting Expenses 12,075 94,305
Staff Uniform Expenses/Capacity Building 2,900 118,226
Legal Expenses 633,636 633,636
Credit Rating Expenses 318,660 244,080
AGM Notice Expenses 72,038 33,900
Site Visit and Travelling Expenses 259,104 -
Total 9,540,639 7,358,847
20. Finance Income
Particulars For the year ended For the year ended
Ashadh 32, 2082 Ashadh 31, 2081
Interest Income - -
Total - -
21. Finance Costs
Particulars For the year ended For the year ended
Ashadh 32, 2082 Ashadh 31, 2081
Interest Expenses - TL 88,286,133 96,068,008
Interest Expenses - BGL 424967
Interest Expenses - BGL Against IPO 360,090 -
Interest on NIFRA-Permanent Working Capital Loan 2,251,967 2,852,517
Loan Administrative Charges and Agency Fee 1,275,851 1,209,552
Total 92,599,008 100,130,077
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Sanvi Energy Limited

Notes to the Financial Statements for the year ended on 32 Ashadh 2082

General Information

Sanvi Energy Limited was established and registered in 2073 B.S (2016 A.D.) as a private limited company under the
Companies Act, 2063 with an aim to develop hydropower projects using appropriate training, technology transfer
and human resources. Sanvi Energy Limited was converted into a public limited company in 2077 B.S (2020 AD).
The corporate office of Sanvi Energy Ltd. is located at Lazimpat, 2 Kathmandu, Nepal. Currently, Sanvi Energy
Limited has successfully commissioned Jogmai Khola Small Hydroelectric Project (7.6MW) and Jogmai Cascade
Hydroelectric Project (5.2 MW) in Eastern Nepal. The Company is currently listed in Nepal Stock Exchange by the
symbol "SANVI".

The core business of Sanvi Energy Limited includes;
* Generation of Hydroelectricity
* Distribution of Hydroelectricity
* Project Development

The financial statements apply to the financial year ended Ashadh 32, 2082 (16th July, 2025). In the financial
statements, Sanvi Energy Limited has been referred to as "SEL" or “Company”. The accompanied financial
statements have been approved for publication by the Board of Directors of the SEL in its meeting held on 29th
Mangsir, 2082 (15th December, 2025 AD). The Board of Directors acknowledges the responsibility of preparation
of financial statements.

Basis of preparation and Measurement

Statement of Compliance

The financial statements have been prepared in accordance with applicable Nepal Financial Reporting Standards
(NFRS) as issued by the Institute of Chartered Accountants of Nepal (ICAN). The Financial Statements have also
been prepared in accordance with relevant presentational requirements of the Companies Act, 2063 of Nepal.

Basis of Preparation

The financial statements have been prepared on accrual and going concern. The accounting policies are applied
consistently to all the periods presented in the financial statements. All assets and liabilities have been classified
as current or non-current as per the Company's normal operating cycle. Based on the nature of products and the
time between acquisition of assets for processing and their realization in cash and cash equivalents, the company
has ascertained its operating cycle as 12 months for the purpose of current or non-current classification of assets
and liabilities.

The financial statements are presented in functional and presentational currency of the company i.e., Nepalese
Rupees (“NRs.") which is the currency of the primary economic environment in which the company operates.

Basis of Measurement
The financial statements are prepared under historical cost convention except for certain material items that have
been measured at fair value as required by the relevant NFRS and explained in the ensuing policies below.

Materiality and Aggregation
Each material class of similar items is presented separately in the financial statement. Items of dissimilar nature
or function are presented separately unless that are material.
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iv. Going Concern
The board of directors have made assessment of the Company's ability to continue as going concern and are
satisfied that it has resources to continue in business for the foreseeable future. Furthermore, the management is
not aware of any material uncertainties that may cast significant doubt upon the Company's ability to continue as
going concern and accordingly, the financial statements continue to be prepared on the basis of going concern.

v. Previous Years Figures and Comparatives
Previous year's figures have been reclassified and restated wherever necessary.

2.2 Critical Accounting Estimates and Judgements

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards requires the
use of certain critical accounting estimates and judgements. It also requires management to exercise judgement
in the process of applying the Company's accounting policies. The Company makes certain estimates and
assumptions regarding future events. Estimates and judgements are continuously evaluated based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. Management believes that the estimates used in the preparation of the financial statements are
prudent and reasonable. Future results could differ from these estimates. Any revision to accounting estimates
is recognized prospectively in current and future periods. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year
primarily includes;

Useful Life and Residual Value of Property, Plant and Equipment

Management reviews the useful life and residual values of property, plant and equipment at least once a year. Such life
is dependent upon an assessment of both the technical life of the asset and also their likely economic life, based on
various internal and external factors including relative efficiency and operating costs. Accordingly, depreciable lives
are reviewed annually using the best information available to the Management.

Impairment of Property, Plant and Equipment

At the end of each reporting period, the Company reviews the carrying amounts of its property, plant and equipment to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any).
Recoverable amount is the higher of fair value less costs to sell and value in use. Value in use is usually determined on
the basis of discounted estimated future cash flows. This involves management estimates on anticipated commodity
prices, market demand and supply, economic and regulatory environment, discount rates and other factors. Any
subsequent changes to cash flow due to changes in the above-mentioned factors could impact the carrying value of
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 crystallizing or are very difficult to quantify reliably are treated
as contingent liabilities. Such liabilities are disclosed in the notes but are not recognized.

Fair Value Measurements

Some of the Company's assets and liabilities are measured at fair value for financial reporting purposes. The
management determines the appropriate valuation techniques and inputs for fair value measurements. In estimating
the fair value of an asset or a liability, the Company uses market observable data to the extent it is available. Where
Level | input are not available, the Company engages the third-party qualified valuers to perform the valuation as per
necessity. The management works closely with the qualified external valuers to establish the appropriate valuation
techniques and inputs to the model.
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3. Significant Accounting Policies

3.1

3.2

This note provides a list of the significant accounting policies adopted in the preparation of these financial
statements.

Current Non-Current Classification

The company presents its assets and liabilities in statement of financial position based on current/non-current

classification. The company classifies as asset as current when it is :

(i) expected to be realised or intended to be sold or consumed in normal operating cycle,

(i) held primarily for the purpose of trading

(iii) expected to be realised within twelve months after the reporting period or

(iv) cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period

All other assets are classified as non-current.

The company classifies a liability as current when it is:

(i) expected to be settled in normal operating cycle,

(i) held primarily for the purpose of trading

(iii) due to be settled within twelve months after the reporting period or

(iv) there is no unconditional right to defer the settlement of the liability for at lease twelve months after the
reporting period
All other liabilities are classified as non-current

Service Concession Arrangements

Under IFRIC 12 - Service Concession Arrangements applies to public-to-private service concession arrangements if:

a. The grantor controls or regulates what services the operator must provide with the infrastructure, to whom it
must provide them and at what prices;

b. The grantor controls through ownership, beneficial entitlement or otherwise any significant residual interest
in the infrastructure at the end of the term of the arrangement;

c. Infrastructure that the operator constructs or acquires from a third party for the purpose of the service
arrangement;

d. Existing infrastructure to which the grantor gives the operator access for the purpose of the service
arrangement.
Infrastructure used in a public-to-private service concession arrangement for its entire useful life (whole of
life assets) is within the scope of this IFRIC, if the conditions in 2.3(a) are met.
These arrangements are accounted on the basis of below mentioned models depending on the nature of
consideration and relevant contract laws.

Financial Asset Model

The Financial Asset Model is used when the Company, being an operator, has an unconditional contractual right to
receive cash or another financial asset from or at the direction of the grantor for the construction services. Unconditional
contractual rights are established when the grantor contractually guarantees to pay the operator (a) specified or
determinable amounts or (b) the shortfall, if any, between amounts received from users of the public service and
specified or determinable amounts, even if payment is contingent on the operator ensuring that the infrastructure
meets specified quality or efficiency requirements.

Intangible Asset Model

The intangible asset model is used to the extent that the Company, being an operator, receives a right (a license) to
charge users of the public service. A right to charge users of the public service is not an unconditional right to receive
cash because the amounts are contingent on the extent that the public uses the service.

(32)
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If the Operator is paid for the construction services partly by a financial asset and partly by an intangible asset it is
necessary to account separately for each component of the operator's consideration. The consideration received or
receivable for both components shall be recognized initially at the fair value of the consideration received or receivable.
Intangible Assets under Service Concession Arrangement (SCA)

The Company manages concession arrangements which include power supply from its two hydropower plants viz. 7.6
MW Jogmai Khola Small HEP and 5.2 MW Jogmai Cascade HEP. The Company maintains and services the infrastructure
during the concession period. Further, the concession arrangement gives SEL the right to use the hydropower project
for generating electricity and earn revenue by selling electricity to NEA. The right to consideration gives rise to an
intangible asset and accordingly, the intangible asset model is applied

Revenue from service concession arrangement under intangible asset model is recognized in accordance with the
terms of the power purchase agreement as and when the power is supplied. The intangible asset is amortized over
its expected useful life in a way that reflects the pattern in which the asset’s economic benefits are consumed by the
company, starting from the date when the right to operate starts to be used. Based on these principles, the intangible
asset is amortized in line with the actual usage of the specific public facility, with a maximum of the duration of the
concessions. Any asset carried under concession arrangements is derecognized on the disposal or when no future
economic benefits are expected from its future use or when the contractual rights to the financial assets expire.

The tenure of the Service Concession Arrangement of Jogmai Khola Small Hydroelectric Project - 7.6MW shall be
ended on 2104/12/28 and that of 5.2 MW Jogmai Cascade Hydroelectric Project for generation, transmission and
distribution shall be ended on 2112/09/30.

3.3 Property, Plant and Equipment

i. Freehold land 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 accumulated impairment losses, if any. Historical
cost includes expenditure that is directly attributable to the acquisition of the items.

ii. Subsequentcostsareincludedinthe asset's carryingamountorrecognized 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 will be measured reliably. The carrying amount of any component accounted for as
separate assets are de-recognized when replaced. All other repairs and maintenance are charged to profit
and loss during the period in which they are incurred.

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

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

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

vi. Assets inthe course of construction are capitalized in the assets under Intangible Assets under Development.
Atthe pointwhen an asset is operating at management's intended use, the cost of construction is transferred to
the appropriate category of property, plant and equipment and depreciation commences. Where an obligation
(legal or constructive) exists 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 of dismantling, removing or restoring the site is
capitalized along with the cost of acquisition or construction upon completion and a corresponding liability is
recognized.

vii. Assets acquired at the end of the financial year has not been depreciated.
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Land under BOOT Arrangement/Restriction on Property use

SEL has obtained the generation license for operation from the then Ministry of Water Resource (Current: Ministry of
Energy, Water Resources and Irrigation) for a period of 35 years, therefore the useful life of assets of the project cannot
exceed 35 years even if the economic life of the asset is more as the entire generation unit needs to be transferred to
the Government of Nepal at the end of this license term. Hence, land under BOOT arrangement which is capitalized
under Intangible Assets is amortized over the useful life of the project.

3.4 Other Intangible Assets

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

Certain computer software costs are capitalized and recognized as intangible assets based on materiality,
accounting prudence and significant benefits expected to flow there from for a period longer than one year.
Gains or losses arising from de-recognition of an intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of the asset and are recognized in the statement of profit
or loss when the asset is derecognized.

3.5 Depreciation and Amortization

Vi.

Vii.

Depreciation is recognized so as to write off the cost of assets (other than freehold land and properties under
construction) less their residual values over their useful lives, using the written down method.

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.

The amortization of the project assets of Jogmai 7.6 MW HEP and Jogmai Cascade 5.2 MW booked as
Intangible Assets — Service Concession Arrangements are charged over written down value of the assets to
the remaining project period. The written down value of the assets of the previous year is increased by the
addition of the assets in the current year irrespective of the date of capitalization and divided by the remaining
project life. The remaining project life of Jogmai HEP 7.6 MW and Jogmai Cascade HEP 5.2MW is 22.8 years
and 29.5 years respectively as on 2082.03.32.

Useful life is either the period of time which the asset is expected to be used or the number of production or
similar units expected to be obtained from the use of asset. The estimated useful life, residual values and
depreciation method are reviewed at the end of each reporting period, with the effect of any changes in the
estimate 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 fixed assets is charged on a pro-rata basis in
the year when it is available for use. The useful life of the assets and the corresponding rates at which the
assets are depreciated are as follows: -

Asset Category Estimated Useful Life Depreciation Rate
Building 50-60 years 5%
Plant & Equipment 18-20 years 15%
Office Equipment & Furniture 8-10 years 25%
Vehicles 10-12 years 20%

Office furniture, equipment and vehicles costing less than NPR 5,000 per unit and plant equipment costing
less than NPR 10,000 per unit is charged to the statement of profit or loss in the year of purchase.

Leasehold improvements are depreciated over the period of lease or estimated useful life, whichever is lower,
on straight line basis.
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3.6

3.7

3.8

3.9

Impairment of tangible and intangible assets

i. At the end of each reporting period, the Company reviews the carrying amount of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). When it is not possible to estimate the recoverable amount an individual asset, the
Company estimates the recoverable amount of the cash-generating unit to which the asset belongs. When
a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to the
smallest company of cash-generating units for which a reasonable and consistent allocation basis can be
identified.

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

iii. 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.

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

v. Where animpairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating unit)
is increased 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 has notimpairment loss been recognized for
the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognized immediately
in Statement of Profit or Loss.

Borrowing Cost

Borrowing Cost 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.

Cash and cash equivalents

Cash and cash equivalents in the Statement of Financial Position comprise cash at banks and on hand and
demand deposits with an original maturity of three months or less and 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 as they are considered an integral part of the Company's cash management.

Inventories

Cost of inventories includes cost of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and conditions. 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 necessary to make the sale.

3.10 Revenue recognition

SEL recognizes its revenue from sale of power and SEL's revenues arises from sale of electricity and other income.
Revenue from other income comprises of interest from banks and dividends from investment in shares of body
corporate and other miscellaneous income.
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i. Sale of Electricity

Revenue is measured based on the consideration that is specified in a contract with a customer or is expected to be
received in exchange for the products or services and excludes amounts collected on behalf of third parties. The
Company recognizes revenue when it transfers control over the products or services to a customer.

Revenue from sale of electricity is accounted for as per rates agreed in the Power Purchase Agreement (PPA) concluded
between the company and Nepal Electricity Authority (NEA) and its subsequent amendments.

ii. Other Income
Margin during construction phase is recognized as per IFRIC 12- Service Concession Arrangements. The company
has calculated such margin at the rate of 10% of the construction cost of the project.

3.11 Foreign currency transactions

i. The functional currency of the Company and its subsidiaries is determined on the basis of the primary
economic environment in which it operates. The functional currency of the Company is Nepalese Rupee
(NPR).

ii. In preparing the financial statements of the Company, transactions in currencies other than the entity's
functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the dates of the
transactions.

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

iv. Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

v. Exchange differences on monetary items are recognized in Statement of Profit or Loss in the period in which
they arise.

3.12 Employment Benefits
The Company has schemes of employment benefits namely provident fund, employee gratuity and accumulated
leave payable as per employee service manual.

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
(Provident fund) 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. Contributions to defined contribution schemes are deposited
with Employees Provident Fund (Karmachari Sanchaya Kosh).

During the development phase of Jogmai Cascade Hydroelectric Project, direct expenses and allocated costs from
administrative operations are capitalized under assets with heading Intangible Assets under Development. Expenses
of Jogmai Khola Small Hydro Electric Project and those allocated from administrative operations are charged to
statement of profit or loss and other comprehensive income.

DEFINED CONTRIBUTION PLAN — GRATUITY FUND

As per the provision of new Labor Act enacted and effective from Bhadra 19, 2074, gratuity plan has been converted
into contribution plan from defined benefit plan. The company has the practice of depositing 8.33% of basic salary of
employees to the Citizen Investment Trust. Contribution to Gratuity Fund is charged to the Statement of profit or loss
in the year to which they relate as the company has no further defined obligations beyond monthly contributions.

During the development phase of Jogmai Cascade Hydroelectric Project, expenses of Jogmai Cascade Hydroelectric
Project are capitalized under assets with heading Intangible Assets under Development. The expenses of Jogmai
Khola Hydroelectric Project is charged to statement of profit or loss.
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SHORT TERM AND LONG-TERM EMPLOYMENT BENEFITS

A liability is recognized for benefits accruing to employees in respect of wages and salaries, annual leave and sick
leave in the period. The related service is rendered at the undiscounted amount of the benefits expected to be paid in
exchange for that service.

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

Compensated absences which are not expected to occur within twelve months after the end of the period in which
the employee renders the related services are recognized as a liability at the present value of the obligation as at the
reporting date determined based on an actuarial valuation.

3.13

3.14

Taxation

Income Tax

Income Tax 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
Current tax is the expected tax payable on the taxable income for the year using tax rates at the balance sheet
date and any adjustment to tax payable in respect of previous years.

Income tax rates applicable to company:

Income from sale of electricity: 0% up to first 10 years, 10% for next 5 years, 20% for further years of operation.
The company has generated income from sale of electricity from 2073-74; hence the company is on tax holiday
Period.

Deferred Tax

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

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

Deferred tax 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 enacted by the end of the reporting period.

Financial Instruments

i. Financial Instruments

Financial assets and financial liabilities are recognized 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.
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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 recognized in the statement of profit or loss. In case of interest free or concession
loans/debentures/ preference shares given to subsidiaries, associates and joint ventures, the excess of the
actual amount of the loan over initial measure at fair value is accounted as an equity investment.

Investment in equity instruments issued by subsidiaries, associates and joint ventures are measured at cost
less impairment.

Investment in preference shares/debentures of the subsidiaries are treated as equity instruments if the same
are convertible into equity shares or are redeemable out of the proceeds of equity instruments issued for the
purpose of redemption. of such investments. Investment in preference shares/ debentures not meeting the
aforesaid conditions are classified as debt instruments at amortized cost.

Financial Assets

Financial assets at amortized cost

Financial assets are subsequently measured at amortized cost if these financial assets are held within a business
model whose objective is to hold these assets in order to collect contractual cash flows 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 assets measured at fair value

Financial assets are measured at fair value through other comprehensive income if these financial assets are
held within a business model whose objective is to hold these assets in order to collect contractual cash flows
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. The Company
in respect of equity investments (other than in subsidiaries, associates and joint ventures) which are not held
for trading has made an irrevocable election to present in other comprehensive income subsequent changes
in the fair value of such equity instruments. Such an election is made by the Company on an instrument-by-
instrument basis at the time of initial recognition of such equity investments.

Financial asset not measured at amortized 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

The Company assesses, at each reporting date, whether there is objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if one or more events that has occurred since the
initial recognition of the asset (an incurred 'loss event'), has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably estimated.

De-recognition of financial assets

The Company de-recognizes a financial asset only when the contractual rights to the cash flows from the
financial asset expire, or 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 recognizes its retained interest in the assets and an
associated liability for amounts it may have to pay.
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If the Company retains substantially all the risks and rewards of ownership of a transferred financial asset,
the Company continues to recognize the financial asset and also recognizes a collateralized borrowing for the
proceeds received.

On de-recognition of a financial asset in its entirety, the differences between the carrying amounts measured at
the date of de-recognition and the consideration received is recognized in statement of profit or loss.

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 costs.

Financial Liabilities

Financial liabilities are initially measured at fair value, net of transaction costs, and are subsequently measured
at amortized 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 amortized cost using the effective interest rate method. Any difference between the proceeds
(net of transaction costs) and the settlement or redemption of borrowings is recognized 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 recognized initially as a
liability at fair value, adjusted for transaction costs that are directly attributable to the issuance of the guarantee.

De-recognition of financial liability

Financial liability is derecognized 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 recognized in the statement of profit or loss.

OFF-SETTING OF FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are offset and the net amount is reported in the standalone Statement
of Financial Position if there is a currently enforceable legal right to offset the recognized amounts and there is
an intention to settle on a net basis, to realize the assets and settle the liabilities simultaneously.
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FAIR VALUE MEASUREMENT

The Company measures financial instruments, such as, investment in equity instruments at fair value at each
balance sheet date. 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 that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized

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. For the purpose of fair value disclosures, the Company has determined classes of assets
and liabilities on the basis of the nature, characteristics and risks of the asset or liability; and the level of
the fair value hierarchy as explained above.

3.15 Leases

The Company assesses whether a contract is or contains a lease at the inception of a 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. To assess whether a contract conveys the right to control the use of an identified
asset, the Company assesses whether:

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

the Company has the right to obtain substantially all of the economic benefits from use of the asset throughout
the period of use; and +  the Company has the right to direct the use of the asset. The Company has this right
when it has the decision-making rights that are most relevant to changing how and for what purpose the asset
is used. In rare cases where the decision about how and for what purpose the asset is used is predetermined,
the Company has the right to direct the use of the asset if either:

* The Company has the right to operate the asset; or

+ The Company designed the asset in a way that predetermines how and for what purpose it will be used.
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The Company as a lessee

The Company recognizes 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 underlying asset or the site on
which it is located, less any lease incentives received.

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. The estimated
useful lives of right-of-use assets are determined on the same basis as those of property and equipment. 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. Assessment of impairment is done using the principles of NAS 36-
Impairment of Assets.

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

Lease payments included in the measurement of the lease liability comprise the following:

+ fixed payments, including in-substance fixed payments;

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

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

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

The lease liability is measured at amortized cost using the effective interest method. It is re-measured when
there is a change in future lease payments arising from a change in an index or rate, if there is a change in the
Company's estimate of the amount expected to be payable under a residual value guarantee, or if the Company
changes its assessment of whether it will exercise a purchase, extension or termination option or when a lease
contract is modified, and the lease modification is not accounted for as a separate lease, in which case the lease
liability is re-measured based on the lease term of the modified lease by discounting the revised lease payments
using a revised discount rate at the effective date of the modification.

When the lease liability is re-measured in this way, a corresponding adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in statement of profit and loss if the carrying amount of the right-of-use
asset has been reduced to zero.

The Company presents right-of-use assets that do not meet the definition of investment property as a separate
line item on the face of the balance sheet.

The Company has elected not to recognize right-of-use assets and lease liabilities for short-term leases that
have a lease term of 12 months or less and leases of low-value assets. The Company recognizes the lease
payments associated with these leases as an expense on a straight-line basis over the lease term.
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The Company as Lessor

When the Company acts as a lessor, it determines at lease inception whether each lease is a finance lease or an
operating lease. A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental
to ownership of an underlying asset. A lease is classified as an operating lease if it does not transfer substantially all
the risks and rewards incidental to ownership of an underlying asset.

Subsequent to initial recognition, the Company regularly reviews the estimated unguaranteed residual value and
applies the impairment requirements of NFRS 9- Financial Instruments, recognizing an allowance for expected credit
losses on the lease receivables.

Finance lease income is calculated with reference to the gross carrying amount of the lease receivables, except for
credit-impaired financial assets for which interest income is calculated with reference to their amortized cost (i.e.,
after a deduction of the loss allowance).

If an arrangement contains lease and non-lease components, the Company applies NFRS 15- Revenue from Contracts
with Customers to allocate the consideration in the contract.

In the case of Operating Leases or embedded operating leases, the lease income from the operating lease is recognized
in revenue over the lease term to reflect the pattern of use benefit derived from the leased asset. The respective leased
assets are included in the Balance Sheet based on their nature and depreciated over its economic life.

3.16 Government Grants and Grant Aid in Reserve
Government grants are recognized where there is reasonable assurance that the grant will be received and
all attached conditions will be complied with. When the grant relates to an expense item, it is recognized as
income on a systematic basis over the periods that the related costs, for which it is intended to compensate, are
expensed. When the grant relates to an asset, it is recognized as income in equal amounts 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 at fair value
amounts and released to profit or loss over the expected useful life in a pattern of consumption of the benefit of
the underlying asset i.e., by equal annual installments.

When loans or similar assistance are provided by governments or related institutions, with an interest rate below
the current applicable market rate, the effect of this favorable interest is regarded as a government grant. The
loan or assistance is initially recognized and measured at fair value and the government grant is measured as
the difference between the initial carrying value of the loan and the proceeds received. The loan is subsequently
measured as per the accounting policy applicable to financial liabilities

Grant received related to assets is shown at fair value as “grant aid in reserve" to the extent of asset creation
they contribute. Grant aid in reserve is reduced by the depreciation of such assets and the same amount is
realized as income to balance the expense of depreciation expense in the profit and loss account.

Revenue grant and related expenses are recognized in the profit or loss account.

3.17 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 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 sale expected within one year from the date of classification.
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3.18

21.

The criteria for held for sale classification is regarded met only when the assets or disposal group is available
forimmediate sale in its present condition, subject only to terms that are usual and customary for sales of such
assets, its sale is highly probable; and it will genuinely be sold, not abandoned. Non-current assets held for sale
are measured at the lower of their carrying amount and the fair value less costs to sell. Assets and liabilities
classified as held for sale are presented separately in the balance sheet.

Property, plant and equipment and intangible assets once classified as held for sale/distribution to owners are
not depreciated or amortized.

Provisions, contingencies and commitments

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a
past event, itis probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

When the Company expects some or all of a provision to be reimbursed, for example, under an insurance contract,
the reimbursement is recognized as a separate asset, but only when the reimbursement is virtually certain.

The expense relating to a provision is presented in the statement of profit or loss net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate
that reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase in the
provision due to the passage of time is recognized as a finance cost.

A provision for onerous contracts is recognized 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 recognizes 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 beyond 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 cases 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.

Commitments include the amount of purchase order (net of advances) issued to parties for completion of assets.
Provisions, contingent liabilities, contingent assets and commitments are reviewed at each reporting period.

Financial risk management objectives and policies

The Company's business activities expose it to a variety of financial risks, namely primarily to fluctuations
in foreign currency exchange rates, interest rates, equity prices, liquidity and credit risk, which may adversely
impact the fair value of its financial instruments. The Company's Board and senior management has overall
responsibility for the establishment and oversight of the Company's risk management. The Company's risk
management policies are established to identify and analyse the risks faced by the Company, to set appropriate
risk limits and controls and to monitor risks and adherence to limits. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions and the Company's activities.
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The Risk Management is done by the Company's management that provides assurance that the Company's
financial risk activities are governed by appropriate policies and procedures and that financial risks are identified,
measured and managed in accordance with the Company's policies and risk objectives.

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

Currency Risk

The Company is subject to the risk that changes in foreign currency values impact the Company's imports
of inventories and property, plant and equipment. The Company is exposed to foreign exchange risk arising
from various currency exposures, primarily with respect to US Dollar. The aim of the Company's approach to
management of currency risk is to leave the Company with no material residual risk. This aim has been achieved
in all years presented. Since, there is not significant currency risk, the Company has not entered into any forward
contract.

Credit Risk

Credit risk refers to the risk that a counterparty including its subsidiaries and associates will default on its
contractual obligations resulting in financial loss to the Company. The Company has adopted a policy of only
dealing with creditworthy counterparties and obtaining sufficient collateral, where appropriate, as a means
of mitigating the risk of financial loss from defaults. The Company's exposure and the credit ratings of its
counterparties are continuously monitored. In addition, the Company is exposed to credit risk in relation to
financial guarantees given to banks provided by the Company. The Company's maximum exposure in this
respect is the maximum amount the Company could have to pay if the guarantee is called on. No amount has
been recognized in the financial position as financial liabilities.

Interest Rate Risk

Interest raterisk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The Company's exposure to the risk of changes in market interest rates
relates primarily to the Company's long-term and short-term debt obligations. Since, the interest rate risk is
influenced by market forces, SEL has little role to play for minimizing this risk. Further, the Company manages
its interest rate risk by having a balanced portfolio of fixed and variable rate loans and borrowings by negotiating
with highly reputed commercial banks.

Liquidity Risk
Liquidity risk is the risk that the Company will face in meeting its obligations associated with its financial
liabilities. The Company's approach to managing liquidity is to ensure that it will have sufficient funds to meet
its liabilities when due without incurring unacceptable losses. In doing this, management considers both normal
and stressed conditions. A material and sustained shortfall in the cash flow could create potential business
continuity risk.

In order to control liquidity risk and for better working capital management, SEL has arranged adequate level
of short-term debt facility for short term financing. The Company's Finance department regularly monitors the
cash position to ensure it has sufficient cash on-going basis to meet operational needs. Any short-term surplus
cash generated by the operating entities, over and above the amount required for working capital management
and other operational requirements, are retained as cash and cash equivalents (to the extent required) and
any excess is invested in interest bearing term deposits to optimize its cash returns on investments. The said
investments are made in instruments with appropriate maturities or sufficient liquidity to provide sufficient
head-room as determined by the above-mentioned forecasts.
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23.

Capital Management

For the purpose of the Company's capital management, capital includes issued capital and all other equity
reserves attributable to the equity holders of the company. The Company manages its capital so as to safeguard
its ability to continue as a going concern and to optimize returns to the shareholders. The capital structure of the
Company is based on management's judgement of the appropriate balance of key elements in order to meet its
strategic and day-to-day needs. We consider the amount of capital in proportion to risk and manage the capital
structure in light of changes in economic conditions and the risk characteristics of the underlying assets.

The Company's aim is to translate profitable growth to superior cash generation through efficient capital
management. The Company's policy is to maintain a stable and strong capital structure with a focus on total
equity so as to maintain investor, creditor, and market confidence and to sustain future development and growth
of its business.

The Company's focus is on keeping strong total equity base to ensure independence, security, as well as a high
financial flexibility for potential future borrowings, if required, without impacting the risk profile of the Company.
The Company will take appropriate steps in order to maintain, or if necessary, adjust, its capital structure. The
management monitors the return on capital as well as the level of dividends to shareholders. The Company's
goal is to continue to be able to return excess liquidity to shareholders by continuing to distribute dividends in
future periods.

The Company has successfully issued its Initial Public Offering (IPO) and completed the allotment of issued
37,900,000 shares on Jestha 26, 2082. The Company has plans to utilize the capital raised through this IPO to
complete the construction of the Jogmai Khola Cascade HEP 5.2 MW and to repay in part the borrowings of
Jogmai Khola HEP 7.6 MW.

The Company has incurred the following expense for the issue of new shares. Such cost is not charged to the
statement of profit or loss rather it has been deducted from the retained earnings of the company.

Particulars Amount (NPR)

CDS & Clearing -Registration Fee 2,480,083
Consulting Fee-IPO Issued 1,243,000
IPO Registration Fee-SEBON-Exp 1,760,000
IPO Management Cost 550,000
Nepal Stock Exchange 555,000
Software Charge of IPO Issue 79,100
Underwritting Commission Exp 1,786,010
Total 8,453,193

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 equity shares are deemed to be 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.
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Particulars Current Year | Previous Year
Profit attributable to equity holders 27,389,484 85,344,839
Weighted average number of equity shares outstanding 5,383,808 5,010,000
Earning per Share (NPR) — Basic 5.09 17.03
Add: Weighted average number of potential equity shares - -
Weighted average number of equity shares (including dilutive shares) outstanding 5,383,808 5,010,000
Earning per Share (NPR) — Diluted 5.09 17.03
Calculation of Weighted Average number of shares

Particulars Current Year Previous Year
No. of equity shares at the beginning of the year 5,010,000 5,010,000
New Share issue during the year 3,790,000 -
Date of new share issue 6/10/2025

No. of equity shares after the new issue 8,800,000 5,010,000
No. of days after new issue 36

Weighted average number of equity shares outstanding 5,383,808 5,010,000

Segment reporting

The Chief Executive Officer and functional managers of the Company has been identified as the Chief Operating
Decision Maker (CODM) as defined by NFRS 8, Operating Segments. The CODM evaluates the Company's
performance and allocates resources based on an analysis of various performance indicators, however the
Company is primarily engaged in only one segment viz., “Generation and Sale of electricity” and that most of the
operations are in Nepal. Hence the Company does not have any reportable Segments as per NFRS 8 “"Operating
Segments".

Staff Bonus

The management has separated 2% of the net profit earned during the year before tax and bonus from electricity
sales as staff bonus as per section 15 of of Electricity Act, 2049 and Rule no 86 of Electricity Regulations, 2050
has been allocated to the eligible staffs.

Related Party Transactions

The company has carried out transactions in the ordinary course of business on an arm's length basis at commercial
rates with parties who are defined as related parties as per the Nepal Accounting Standard - NAS 24 - 'Related Party
Disclosures', except for the transactions that Key Management Personnel (KMPs) have availed under schemes
uniformly applicable to all staff at concessionary rates. Those transactions include lending activities, acceptance
of deposits, Off-Balance Sheet transactions and provision of other banking and finance services.

The Company identifies the following as the related parties under the requirements of NAS 24.

i. Directors of the Company and their close family members

ii.Key Managerial Personnel and their close family members

Those charged with Governance
Those charged with governance of the SEL include members of Board of directors namely:

Name Designation
Mr. Anup Acharya Chairman
Mr. Bhanu Bhakta Pokharel Director
Mr. Shreyan Pokhrel Director
Mr. Deepak Baral Director
Mr. Hari Babu Neupane Director
Mrs. Bandana Pokharel Director
Mr. Narayan Prasad Paudel Director
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Transactions with Key Management Personnel
The following provides expenses incurred for those charged with governance of SEL;

Salary and Meeting Allowance -

Name

Salary & allowances (NRs)

Meeting Allowances (NRs)

Mr. Anup Acharya - 66,000.00
Mr. Bhanu Bhakta Pokharel - 66,000.00
Mr. Shreyan Pokhrel - 54,000.00
Mr. Deepak Baral - 54,000.00
Mr. Hari Babu Neupane 18,46,426 60,000.00
Mrs. Bandana Pokharel - 60,000.00
Mr. Narayan Prasad Paudel - 42,000.00

27. Contingent liabilities and Commitments
There are no any contingent liabilities and commitments of the company to be reported at the reporting date.

28. Assets pledged as Security

The company has pledged its moveable and immoveable assets in entirety to the lending banks for the loan to

develop its power projects.

29. Corporate Social Responsibility
The Industrial Enterprises Act 2076 makes it mandatory to allocate 1% of the annual profit to be utilized towards
corporate social responsibility. The fund created for CSR is to be utilized on the basis of annual plans and
programs but in the sectors, that are prescribed under the Act. Accordingly, the company has provided an
amount equal to 1% of its profits as CSR provision.
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