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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF
SAGARMATHA JALABIDHYUT COMPANY LIMITED
Reports on the Audit of the Financial Statements
Opinion
We have audited the financial statements of Sagarmatha Jalabidhyut Company Limited (hereinafter
referred to as "the Company") ,which comprises the statement of financial position as at Ashadh 31, 2080
(corresponding to July 16, 2023), the statement of profit or loss and other comprehensive income, the statement of
change in equity, the statement of cash flows for the year then ended, and note to the financial statements, including
a summary of significant accounting policies.
In our opinion, the accompanying financial statements present fairly, in all material respect, the financial position
of the Company as at Ashadh 31, 2080 and its financial performance and its cash flows for the year then ended in
accordance with Nepal Financial Reporting Standards (NFRS).
Basis for Opinion
We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the audit of financial statements section of our
report, We are independent of the Company in accordance with the code of ethics for the professional accountant
issued by The Institute of Chartered Accountants of Nepal together with the ethical requirement that is relevant to
our audit of the financial statements under the provisions of the Company Act, 2063, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and ICAN code of ethics for professional accountants.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide 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 Ashad 31, 2080. 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 the following matters to be the key audit matters to be communicated in our

report.

Key Audit Matters How our audit addressed the key audit matters
Project Assets (Refer Note-6 of financial | Our audit procedures included, but were not limited to,
statements) the following;:
The land purchased by the company and used in the e Verified the supporting documents in sample
project is recognized in project assets. However, the basis i.e., declaration from land title holders
title of land of 40-14-02-01 Ropani out of the total land to transfer the land in the name of company
of the project is not in the name of the company. without any consideration.

e Verified the land registration documents,

property titles & fee (Tiro) receipts.

Information Other Than the Financial Statements and Auditor's Report Thereon
The management of the Company is responsible for the other information. The other information comprises the
information included in the annual report but does not included the financial statements and our auditor's report
thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements, or our
knowledge obtained during the course of audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we concluded that there is a material misstatement therein, we are required
to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management of the Company is responsible for the preparation and fair presentation of the financial statements in
accordance with the NFRS, and for such internal control as management determines is necessary to enable
preparation of the financial statements that are free from material misstatements, whether due to fraud or g
In preparing the financial statements, management is responsible for assessing the Company’s ability t
a going concern, disclosing, as applicable, matters related to going concern and using going co!
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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.

Auditors’ Responsibilities for the Audit of Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from

material misstatements, 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 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 aggregate, they could reasonably be expected to influence the economic

decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

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

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

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

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosure in the
financial statement or, if such disclosure 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 as a going concern.

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

We communicated with those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit finding, including any significant deficiencies in internal control that we
identify during our audit.

Report on Other Legal and Regulatory Requirements
On the basis of our examination, we would like to report that:

a.  We have obtained all the information and explanations which were necessary for the purpose for our audit.

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

C.  Inouropinion, proper books of accounts as required by law have been kept by the Company, so far as appears
from our examination of those books.

d. In our opinion and to the best of our information and according to the explanations given to us and from our
examination of the books of account of the Company, we have not come across the cases where the Board of
Directors or any member thereof or any employee of the Company has acted contrary to the provisions of
law or caused loss or damage to the Company subject to proceeds from initial public offering, relating to the
accounts of the Company.

€.  The company has not complied the provision of Bonus Act, 2030.

f.  The company has not complied the provision of Industries Enterprise Act, 2076.

Partner
G. Paudyal & Associates
Chartered Accountants.

Place: Kathmandu, Nepal

De\e : 2080(e5 102 UDIN Number:p300072 G4 @l 618ugB4l
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Sagarmatha Jalabidhyut Company Ltd.
Statement of Financial Position at Ashad 31, 2080
All amounts are in Rs unless otherwise stated
Asat Asat
Notes
Ashad 31,2080 Ashad 32,2079
ASSETS
Non-current Assets
a)Property, Plant & Equipment
(i) General Assets (Gross) 5 22,910,774.00 21,573,646.00
Less: Accumulated Depreciation (10,844,707.20) (7,865,600.00)
General Assets (Net) 12,066,066.80 13,708,046.00
(i1) Project Assets
Under Project Assets (Gross) 6 1,866,192,523.97 1,783,428,058.00
Less: Accumulated Depreciation (168,891,380.33) (111,839,241.00)
Under Project Assets (Net) 1,697,301,143.64 1,671,588,817.00
(b) Investment 7 250,000,000.00 -
Total Non-current Assets 1,959,367,210.44 1,685,296,863.00
Current Assets
(a) Financial Assets
(i) Trade Receivables 8 48.455,941.76 54,033,700.29
(ii) Cash and Cash Equivalents 9 425,708,724.70 28,480,756.91
(1i1) Investment in Equity Instrument 10 100,711,267.90 30,850,563.00
(1v) Other Financial Assets 11 62,775,500.00 22,892,500.00
(b) Current Tax Assets 12 1,737,588.71 -
(c) Other Current Assets 13 9.735,052.44 82,361,194.47
Total Current Assets 649,124,075.51 218,618,714.67
Total Assets 2,608,491,285.95 1,903,915,577.67
EQUITY AND LIABILITIES
Equity
(a) Equity Share Capital 14 1,120,000,000.00 571,200,000.00
(b) Other Equity 15 57,589,700.68 65,201,340.97
Total Equity 1,177,589,700.68 636,401,340.97
Liabilities
Non-current Liabilities
(a) Financial Liabilities
Borrowings 16 1,075,606,922.19 1,163,652,166.45
Total Non-current Liabilities 1,075,606,922.19 1,163,652,166.45
Current liabilities
(a) Financial liabilities
(1) Borrowings 17 342,966,467.56 93,654,438.46
(ii) Other Financial Liabilities 18 6,330,219.49 7,635,867.38
(b) Current Tax Liabilities 19 2,938,262.62 -
(c) Other Current Liabilities 20 3,059,713.42 2,571,764.41
Total Current Liabilities 355,294,663.08 103,862,070.26
Total Liabilities 1,430,901,585.27 1,267,514,236.70
Total Equity and Liabilities 2,608.,491,285.95 1,903,915,577.67
The accompanying notes are integral parts of the financial statements As per Our Report of Even Date
Date: For: G. Paudyal & Associates
Kathmandu, Nepal Chartered Accountants
On the Behalf of Company
CA Anoj Kumar Neupane
Partner
Accountant Director Chairman
Mr. Robin Subedi Mr. Dr Bhogendra Kumar Guragain
Director Director Independent Director




JoRAATA Stetfdeld dauol fol.
q anfiies e

jagaljmatha

Company Ltd.

Sagarmatha Jalabidhyut Company Ltd.
Statement of profit or loss and Other Comprehensive Income for the year ended Ashad 31,2080
All amounts are in Rs unless otherwise stated
Notes Year ended Ashad 31,2080 Year ended Ashad 32,2079

Revenue from Operations 21 254,725,097.00 269,010,189.31
Cost of Sales 22 33,194,107.37 26,360,056.45
Gross Profit 221,530,989.63 242,650,132.86
Other Income 23 20,372,722.19 2,362,427.33

241,903,711.82 245,012,560.19
Expenses
Administrative Expenses 24 4,599,637.36 7,941,661.00
Employee Benefits Expense 25 2,938,000.00 1,924,160.00
Finance Costs 26 107,985,167.71 109,033,079.24
Depreciation and Amortisation Expense 27 60,031,246.53 59,194,638.00
(Gain)/Loss on Investment through FVTPL 28 139,295.10 370,841.00
Impairment loss 29 6,540.00 -
Total Expenses 175,699,886.70 178,464,379.24
Profit Before Bonus & Tax 66,203,825.12 66,548,180.95
Provision For Staff Bonus 1,298,114.00 1,304,866.00
Less: Tax Expense
(1) Current Tax 30 2,938,262.62 -
(2) Deferred Tax -
Profit/(Loss) Before CSR 61,967,448.50 65,243,314.95
Provision For CSR 613,539.00 645,973.00
Profit/(Loss) For the Period 61,353,909.50 64,597,341.95
Other Comprehensive Income
(A) Items That Will Not be Reclassified to Profit or Loss:

(i) Equity Instruments Through Other Comprehensive Income -
Total Other Comprehensive Income -
Total Comprehensive Income For The Period 61,353,909.50 64,597,341.95
Earnings Per Equity Share (For Continuing Operation): 31
(1) Basic (in Rs.) 8.38 13.37
(2) Diluted (in Rs.) 8.38 13.37
The accompanying notes are integral parts of the financial statements
Date: As per Our Report of Even Date
Kathmandu, Nepal For: G. Paudyal & Associates

Chartered Accountants
On the Behalf of Company
Accountant Director Chairman
Mr. Robin Subedi Mr. Dr Bhogendra Kumar Guragain
CA Anoj Kumar Neupane
Partner
Director Director Independent Director

Mrs. Rilli Gurung Mr. Shreejesh Guragain Mrs. Jamuna Paudyal
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Sagarmatha Jalabidhyut Company Ltd.
Statement of Cash Flow for the Year Ended Ashad 31, 2080
All amounts are in Rs unless otherwise stated
Particular Year ended Ashad 31,2080 Year ended Ashad 32,2079

Cash Flows from Operating Activities

Profit for the Year

Adjustment for:

Depreciation and Amortization

Finance Expense

Loss/ (Gain) on Sale of Property, Plant and Equipment
Income Tax Expense Charged to profit or loss Statement
Cash flow Before Changes in Working Capital
(Increase)/ Decrease in Trade Receivables, Current Tax
Assets, Financial and Other Current Assets

Increase/ (Decrease) in Current Liablities

Cash generated from Operations

Net Cash Flows from Operating Activities

Cash Flow from Investing Activities

Proceeds From Sale of Property, Plant and Equipment

61,353,909.50

60,031,246.53
107,985,167.71

64,597,341.95

59,194,638.26
109,033,079.24

229,370,323.74

232,825,059.45

(33,277,393.05)
251,432,592.83

(41,523,089.30)
39,741,517.00

447,525,523.52

231,043,487.15

447,525,523.52

231,043,487.15

Purchase of Property, Plant and Equipment (1,337,128.01) (14,873,859.00)
Purcase of Investments (250,000,000.00) (53.,440,563.00)
Purchase of Intangibles and CWIP (82,764,465.97) (44,127,734.00)
Net Cash flows from Investing Activities (334,101,593.98) (112,442,156.00)
Cash Flow from Financing Activities

Proceeds From Advance for Share Capital -
Issue of Share Capital 548,800,000.00 119,467,500.00
Increase/ (Decrease) in Loans & Borrowing (88,045,244 .26) (89,665,309.00)
Ipo Expenses (8,839,234.00)

Finance Cost Paid (107,985,167.71) (109,033,079.24)
Dividend paid (60,126,315.79) (54,207,900.00)
Net Cash Flows from Financing Activities 283.804,038.24 (133,438,788.24)
Net Increase in Cash and Cash Equivalents 397,227,967.78 (14,837,457.09)
Cash and Cash Equivalents at The Beginning of The Fiscal Year 28,480,756.91 43,318,214.00
Cash and Cash Equivalents at The End of The Fiscal Year 425,708,724.70 28,480,756.91

The accompanying notes are integral parts of the financial statements

Date: As per Our Report of Even Date
Kathmandu, Nepal For: G. Paudyal & Associates
Chartered Accountants

On the Behalf of Company

Accountant Director Chairman
Mr. Robin Subedi Mr. Dr Bhogendra Kumar Guragain
CA Anoj Kumar Neupane
Partner
Director Director Independent Director

Mrs. Rilli Gurung Mr. Shreejesh Guragain Mrs. Jamuna Paudyal
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Company Ltd.

Sagarmatha Jalabidhyut Company Limited.
Notes to the Financial Statements for the Year Ended 31, Ashadh 2080

COMPANY BACKGROUND

Sagarmatha Jalabidhyut Company Ltd. (from here on referred to as "SJCL" or "Company") was
established and registered as a private limited company under Company Act 2063 on Mangsir 14,
2072 with the objectives to generation and distribution of electricity. The company was converted
as Public Limited under Company Act 2063 on Falgun 18, 2077. The registered office of the
Company is located at Anamanagar, Kathmandu. The hydroelectricity project undertaken by the
company is “Super Mai A Hydropower Project” in Ilam district of Nepal with the capacity of 9.6
MW. The company entered into a power purchase agreement (PPA) with Nepal Electricity
Authority (NEA) on Falgun 14, 2074, The projected is constructed under BOOT Model i.e. project
is required to transfer to the Goverment of Nepal on 2109/11/17.

STATEMENT OF COMPLIANCE

"The financial statements have been prepared in accordance with the applicable Nepal Financial
Reporting Standards (NFRS) as issued by the Accounting Standard Board(ASB), Nepal. The
financial statements have also been prepared in accordance with the relevant presentational
requirements of the Companies Act, 2063 of Nepal. These financial statements were authorized for

issue by the Board of Directors o orme Board of Directors acknowledges the responsibility
of preparation of financial statements.

SIGNIFICANT ACCOUNTING POLICIES

. Basis of Preparation of Financial Statements

The financial statements have been prepared on the historical cost basis except for certain financial

instruments that are measured at fair values at the end of each reporting period, as explained in the
accounting policies below:

a) Historical cost is generally based on the fair value of the consideration given in exchange for
goods and services.

b) 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, regardless of whether
that price is directly observable or estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Company takes into account the characteristics of the
asset or liability if market participants would take those characteristics into account when
pricing the asset or liability at the measurement date.

¢) Financial assets and financial liabilities measured at fair value.

d) Financial statement is prepared under Going concern and accrual basis.

B. Property, Plant and Equipment

a. Property, plant and equipment are measured at cost less accumulated depreciation and
impairment losses, if any. Cost includes expenditures directly attributable to the acquisition of
the asset.

b. Subsequent costs are included in the asset's carrying amount or recognized as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Company and the cost of the item can be measured reliably.

¢. The 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.
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Sagarmatha Jalabidhyut Company Limited.
Notes to the Financial Statements for the Year Ended 31, Ashadh 2080

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

e. The financial statements are presented in Nepalese Rupee (Rs.), which is the functional and
presentation currency of the Company.

Depreciation & Amortization

a. Depreciation is recognized so as to write off the cost of assets less their residual values over
their useful lives, using the diminishing balance method.

b. The estimated useful life and depreciation 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.

c. The depreciation rates at which the assets are depreciated are as follows:-

Category of Assets Depreciation Rate
Office Equipment 25% (WDV)
Furniture & Fixtures 25% (WDV)
Computer & Accessories | 25% (WDV)
Water Purifier 15%(WDV)
Generator 15%(WDV)
Automobiles 20% (WDV)

The Company has SuperMai A Hydropower Projects under operations. The company has
depreciated such project assets on straight line basis over 30 year 9 Months which is The
remaining generation licensee period of the project is 30 year 9 month at Ashad end, 2079.
However, remaining period of Power Purchase Agreement is 28 year at Ashad end, 2079.

Impairment of Tangible and Intangible Assets:

An asset is considered as impaired in accordance with NAS 36 on Impairment of Assets when at
the balance sheet date there are indications of impairment and the carrying amount of the asset, or
where applicable the cash generating unit to which the asset belongs, exceeds its recoverable
amount (i.e the higher of the asset’s net selling price and value in use). The carrying amount is
reduced to the recoverable amount and the reduction is recognized as an impairment loss in profit
or loss.

When an impairment 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
had no impairment loss been recognized for the asset (or cash-generating unit) in prior years. A
reversal of an impairment loss is recognized immediately in profit or loss.

Classification of Current and Non-current of Assets and Liabilities.

All assets and liabilities have been classified as current & non-current assets as per the company's
normal operating cycle. Based on the nature of products and time between acquisition of assets for
processing and their realization cash and cash equivalents, the company has ascertained its

Company Ltd.
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Company Ltd.

Sagarmatha Jalabidhyut Company Limited.
Notes to the Financial Statements for the Year Ended 31, Ashadh 2080

operating cycle as twelve months for the purpose of classification currents & non current
classification.

Revenue from Contracts with Customers

"Revenue is measured at the fair value of the consideration received or receivable. Revenue is
reduced for estimated rebates, penalties and other similar items.

Revenue from operations comprises of sale of power. It is recognized at an amount that reflects the

consideration for which the Company expects to be entitled in exchange for transfer of power
(goods / service) to the customer.

Revenue from sale of power is accounted in accordance with tariff provided in Power Purchase

Agreement (PPA) with the Nepal Electricity Authority (NEA) and no significant uncertainty as to
the measurability or collectability exist."

Employee Benefits

Compensation to employees for services rendered is measured and accounted for in accordance
with NAS 19 on Employee Benefits.

Defined Benefit Plan

Employee Benefits such as gratuity is charged as expense to profit or loss in the period and the net
obligation is booked as gratuity payable.

Short Term-Employee Benefits

Employee Benefits such as salaries, allowances, and non-monetary benefits which fall due for
payment within a period of twelve months after rendering service, are charged as expense to profit
or loss in the period in which the service is rendered.

Borrowing Costs

Borrowing costs consist of interest and other costs that an entity incurs in connection with the

borrowing of funds. Borrowing cost also includes exchange differences to the extent regarded as
an adjustment to the borrowing costs.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. All other borrowing costs are recognized in profit
or loss in the period in which they are incurred.

Income Tax

Income tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from ‘profit
before tax’ as reported in the Statement of Profit and Loss because of items of income or expense
that are taxable or deductible in other years and items that are never taxable or deductible.
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Sagarmatha Jalabidhyut Company Limited.
Notes to the Financial Statements for the Year Ended 31, Ashadh 2080

Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences.
Deferred tax assets are generally recognized for all deductible temporary differences to the extent
that it is probable that taxable profits will be available against which those deductible temporary
differences 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.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which the Company expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities.

Current and Deferred Tax For The Year

Current and deferred tax are recognized in profit or loss, except when they relate to items that are
recognized in other comprehensive income or directly in equity, in which case, the current and
deferred tax are also recognized in other comprehensive income or directly in equity respectively.

Earnings Per Share

The Company reports basic and diluted Earnings per Share (EPS) in accordance with NAS 33 on
Earnings Per Share. Basic EPS is computed by dividing the net profit or loss for the year
attributable to equity shareholders by the weighted average number of equity shares outstanding
during the year. Diluted EPS is computed by dividing the net profit or loss for the year attributable
to equity shareholders by the weighted average number of equity shares outstanding during the year
as adjusted for the effects of all dilutive potential equity shares, except where the results are anti-
dilutive,

Leases

The Company, as a lessee, recognizes a right of use asset and a lease liability for its leasing
arrangements, as the contract conveys the right to control the use of an identified asset. The contract
conveys the right to control the use of an identified asset, as it involves the use of an identified asset
and the Company has substantially all of the economic benefits from use of the asset and has right
to direct the use of the identified asset. The cost of the right of use asset shall comprise of the
amount of the initial measurement of the lease liability adjusted for any lease payments made at or
before the commencement date plus any initial direct costs incurred. The right-of-use assets is
subsequently measured at cost less any accumulated depreciation, accumulated impairment losses,
if any and adjusted for any remeasurement of the lease liability. The right-of-use assets is
depreciated using the straight-line method from the commencement date over the shorter of lease
term or useful life of right-of-use asset. The Company measures the lease liability at the present

Company Ltd.
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Sagarmatha Jalabidhyut Company Limited.
Notes to the Financial Statements for the Year Ended 31, Ashadh 2080

value of the lease payments that are not paid at the commencement date of the lease. The lease
payments are discounted using the interest rate implicit in the lease, if that rate can be readily
determined. If that rate cannot be readily determined, the Company uses incremental borrowing

rate. For short-term and low value leases, the Company recognizes the lease payments as an
operating expense.

Cash Flow Statement

The Cash Flow Statement is prepared by the indirect method set out in NAS 7 on Cash Flow

Statements and presents the cash flows by operating, investing and financing activities of the
Company.

Provisions and Contingencies

Provisions are recognized when the Company has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Company will be required to settle the obligation, and
a reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash flows estimated to settle

the present obligation, its carrying amount is the present value of those cash flows (when the effect
of the time value of money is material).

A contingent liability is a possible obligations that arises from past event whose existence will be
confirmed by the occurrence of one or more uncertain future events beyond the control of the
company or present obligation that arises from past events but is not recognized because it is not
probable that an outflow of resources embodying economic benefits will be required to settle the
obligations or a reliable estimate of the amount of obligation cannot be made.

A contingent asset is neither recognized nor disclosed in the financial statements.

Financial Instruments

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognized immediately in profit or loss.

Financial Assets

All regular way purchases or sales of financial assets are recognized and derecognized on a trade
date basis. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or convention in the marketplace.
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Sagarmatha Jalabidhyut Company Limited.
Notes to the Financial Statements for the Year Ended 31, Ashadh 2080

All recognized financial assets are subsequently measured in their entirety at either amortized cost
or fair value, depending on the classification of the financial assets.

Classification of Financial Assets

Debt instruments that meet the following conditions are subsequently measured at amortized cost
(except for debt instruments that are designated as at fair value through profit or loss on initial
recognition):

» the asset is held within a business model whose objective is to hold assets in order to collect
contractual cash flows; and

+ the contractual terms of the instrument give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair value.

Effective Interest Method

The effective interest method is a method of calculating the amortized cost of a debt instrument and
of allocating interest income over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees and points paid or received that
form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the debt instrument, or, where appropriate, a shorter period,
to the net carrying amount on initial recognition.

Income is recognized on an effective interest basis for debt instruments other than those financial
assets classified as at FVTPL. Interest income is recognized in profit or loss and is included in the
“Other income” line item.

Financial assets at Fair Value Through Profit or Loss (FVTPL)

Financial instruments that do not meet the amortized cost criteria or Fair Value Through Other
Comprehensive Inomce (FVTOCI) criteria are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any
gains or losses arising on remeasurement recognized in profit or loss. The net gain or loss
recognized in profit or loss incorporates any dividend or interest earned on the financial asset and
is included in the ‘Other income’ line item. Dividend on financial assets at FVTPL is recognized
when the Company’s right to receive the dividends is established, it is probable that the economic
benefits associated with the dividend will flow to the entity, the dividend does not represent a
recovery of part of cost of the investment and the amount of dividend can be measured reliably.

Impairment of Financial Assets

The Company applies the expected credit loss model for recognizing impairment loss on financial
assets measured at amortized cost, trade receivables and other contractual rights to receive cash or
other financial asset.

Loss allowance for trade receivables with no significant financing component is measured at an
amount equal to life time ECL. For all other financial assets, expected credit losses are measured
at an amount equal to the 12-month ECL, unless there has been a significant increase in credit risk

Company Ltd.
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Sagarmatha Jalabidhyut Company Limited.
Notes to the Financial Statements for the Year Ended 31, Ashadh 2080

from initial recognition in which case those are measured at lifetime ECL.The amount of expected
credit losses (or reversal) that is required to adjust the loss allowance at the reporting date to the
amount that is required to be recognized is recognized as an impairment gain or loss in profit or
loss.

Financial Liabilities and Equity Instruments
Classification as Debt or Equity

Debt and equity instruments issued by the Company are classified as either financial liabilities or

as equity in accordance with the substance of the contractual arrangements 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 an entity after
deducting all of its liabilities. Equity instruments issued by the Company are recognized at the
proceeds received, net of direct issue costs.

Financial Liabilities

All financial liabilities are subsequently measured at amortized cost using the effective interest
method or at FVTPL.

Financial Liabilities at FVTPL

Financial liabilities at FVTPL represented by contingent consideration that are measured at fair
value with all changes recognized in the profit or loss.

Derecognition of Financial Instruments

The Company derecognizes a financial asset when the contractual rights to the cash flows from the
financial asset expire or it transfers the financial asset and the transfer qualifies for derecognition
under NAS 39. A financial liability (or a part of a financial liability) is derecognized from the
Company's Balance Sheet when the obligation specified in the contract is discharged or cancelled
or expires.

Change in Accounting Policies

The company has changed the accounting policy regarding the Project Assets. The Project Assets
is previously shown as Service Concession Arrangement which is now presented as Project Assets
under Property, Plant, & Equipment for more reliable and relevant presentation.There is no
financial effect of such change in accounting policy.

Critical Accounting Judgements and Key Sources of Estimation Uncertainty

In application of the Company's accounting policies, which are described in note 2, the directors of
the Company are required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are considered to
be relevant. Actual results may differ from these estimates.
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Sagarmatha Jalabidhyut Company Limited.
Notes to the Financial Statements for the Year Ended 31, Ashadh 2080

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the revision

affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

Critical Judgements in Applying Accounting Policies

The following are the critical judgements, apart from those involving estimations that the directors
have made in the process of applying the Company’s accounting policies and that have the most
significant effect on the amounts recognized in the financial statements.

Income Taxes

The Company’s tax jurisdiction is in Nepal. Significant judgments are involved in determining the
provision for income taxes, including the amount expected to be paid or recovered in connection
with uncertain tax positions.

Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period that may have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year.

Useful Lives of Property, Plant and Equipment

As described above, the Company reviews the estimated useful lives of property, plant and
equipment at the end of each reporting period. There was no change in the useful life of property,
plant and equipment as compared to previous year.

Impairment of Trade Receivables

The Company estimates the probability of collection of accounts receivable by analyzing historical
payment patterns, customer status, customer credit-worthiness and current economic trends. If the
financial condition of a customer deteriorates, additional allowances may be required.

Company Ltd.
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6. Project Assets
Particular Amount Total
Cost
Balance at 32.3.2079 1,783,428,058.00 1,783,428,058.00
Additions 82,764,465.97 82,764,465.97
Disposals - -
Balance at 31.03.2080 1,866,192,523.97 1,866,192,523.97

Depriciation and impairment

losses
Balance at 32.03.2079

111,839,241.00

111,839,241.00

Charge for the year 57,052,139.33 57,052,139.33
Disposals - -
Balance at 31.03.2080 168,891,380.33 168,891,380.33
Carrying amount

At 32.03.2079 1,671,588,817.00 1,671,588,817.00
At 31.03.2080 1,697,301,143.64 1,697,301,143.64

Note: SuperMai A hydropower Project is in pledgged for security against loan from
bank.The company transferred advance for the project land of Rs.41,339,848.00 on its
project assets used in the project. However, the title of such land 40-14-02-01 Ropani is

not in the name of the company

a

ompany Ltd.
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Sagarmatha Jalabidhyut Company Ltd.

Notes to the financial statements for the year ended Ashad 31,2080

All amounts are in Rs unless otherwise stated

7. Investment

Particulars As at Ashad 31,2080 As at Ashad 32,2079
Investment in Electro power Co. Ltd ( Associates) 250,000,000.00 -
Total 250,000,000.00 -
8. Trade Receivables
Particulars As at Ashad 31,2080 As at Ashad 32,2079
Nepal Electricity Authority 48,455,941.76 54,033,700.29
Total 48,455,941.76 54,033,700.29
9, Cash and Cash Equivalents
Particulars As at Ashad 31,2080 As at Ashad 32,2079
Balances with Banks 425,595,727.70 28,467,759.91
Century Commercial Bank Ltd. 156,508.05 156,508.05
Jyoti Bikas Bank Litd. 26,728.43 26,728.43
Machhapuchchhre Bank Ltd. 8,781.00 8,781.00
Machhapuchchhre Bank Ltd. (Site) 1,174.00 1,174.00
NCC Bank Ltd. 91,522.13 91,522.13
NMB Bank Ltd. current 295,947 41 6,173.25
NMB Bank Ltd. OD 15,194.22 -
Sanima Bank Ltd. 79,368.61 87,214.61
Sanima Bank Ltd.(Control A/c) - -
Sanima Bank Ltd. (SiteA/c) - -
Sunrise Bank Gairidhara A/C 1002 68,477,841.93 8,081,721.44
Sunrise Bank Ltd Kamalpokhari 1001 6,442,661.92 7,937.00
Sunrise Bank Ltd. (Fixed Deposit) 350,000,000.00 20,000,000.00
Cash in hand 112,997.00 12,997.00
Cash and Cash Equivalents as Per Balance Sheet 425,708,724.70 28,480,756.91
[(Maturity Period more than 3 months but less than 12 months | |
|Cash and Cash Equivalents as Per Statement of Cash Flows 425,708,724.70 | 28,480,756.91 |
10. Investments in Equity Instruments through FVTPL
Particulars As at Ashad 31,2080 As at Ashad 32,2079
Investment in Shares 100,711,267.90 30,850,563.00
Total 100,711,267.90 30,850,563.00
11. Other Financial Assets - Current
Particulars As at Ashad 31,2080 As at Ashad 32,2079
Cash Margin 183,000.00 300,000.00
ClassicTech (Internet) Deposit 2.,000.00 2,000.00
Advance for Investment in Samriddi Energy Pvt. Ltd. 62,590,000.00 22,590,000.00
World Link (Internet) Deposit 500.00 500.00
Total 62,775,500.00 22,892,500.00

B R |
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Sagarmatha Jalabidhyut Company Ltd.

Notes to the financial statements for the year ended Ashad 31,2080

All amounts are in Rs unless otherwise stated

12. Current Tax Assets

Particulars As at Ashad 31,2080 As at Ashad 32,2079
Advance Income Tax 1,737,588.71 -
Total 1,737,588.71 -

13. Other Assets - Current

Particulars

As at Ashad 31,2080

As at Ashad 32,2079

Prepaid Insurance 7,465,331.44 7,329,866.12
Advance to Suppliers & Other

Roka Brothers 70,000.00 -
Seven Star BodyGuard & Bansar Suppliers 40,200.00 -
ABP Real Times Associate Pvt. Ltd. 20,000.00 20.,000.00
Mecamidi HPP India Pvt. Ltd. - 798,748.13
Advance to Employees & Site Advances 1,679,521.00 51,528.00
Swanshgreen enviromental Solution Pvt Ltd 250,000.00 -
Ankita Traders 210,000.00 20,534.00
Bhagwati Steel Industries Pvt. Ltd. - 208.00
Office Advance -Yadav - 6,332.00
Advance to Rajendra Parsad Gautam - 16,560,000.00
Advance to Subash - 10,302.00
Social Mitgation Advance - 75,000.00
Advance for Civil Work - 13,910,328.22
Ramanuj Advance - 2,238,500.00
Site- Land Advance - 41,339,848.00
Total 9,735,052.44 82,361,194.47

14. Equity Share Capital

Particulars

As at Ashad 31,2080

As at Ashad 32,2079

Equity share capital

1,120,000,000.00

571,200,000.00

Total

1,120,000,000.00

571,200,000.00

Authorised Share capital :

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

1,120,000,000.00

1,120,000,000.00

Issued :

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

1,120,000,000.00

1,120,000,000.00

Paid-up capital :

11,200,000 fully paid equity shares of Rs.100 each
5,712,000 fully paid equity shares of Rs.100 each

1,120,000,000.00

571,200,000.00

1,120,000,000.00

571,200,000.00

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

shares shall have voting rights in proportion to their share.

Reconciliation of number of share outstanding

Particular

As at Ashad 31,2080

As at Ashad 32,2079

Balance at the beginning of the year 5,712,000.00 3,600,000.00
Add: Bonus share 1ssued - 2,112,000.00
Add: TPO Share issues 5,488,000.00 -

Balance at the end of the year 11,200,000.00 5,712,000.00

| o
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Sagarmatha Jalabidhyut Company Ltd.

Notes to the financial statements for the year ended Ashad 31,2080

All amounts are in Rs unless otherwise stated

15. Other Equity

Particulars

|As at Ashad 31,2080

As at Ashad 32,2079

Balance At Beginning Of Year
Net Fair Value Gain On Investments In Equity Instruments At
FVTOCI

Income Tax On Net Fair Value Gain On Investments In Equity
Instruments At FVTOCI

Reserve For Equity Instruments Through Other Comprehens

ve Income

Balance At End Of The Year

Share Premium

Retained Earnings

Balance At Beginning Of Year
Profit For The Year

Prior Year Expenses

Less: IPO Share Issue Expenses
Less: Dividend Paid (Bonus Share)
Less: Dividend Paid (Cash)

57,589,700.68
65,201,340.97
61,353,909.50

(8,839,234.00)

(60,126,315.79)

65,201,340.97
54,811,899.01
64,597,341.95

(54,207,900.00)

Balance at End of the Year

57,589,700.68

65,201,340.97

Total

57,589,700.68

65,201,340.97

16. Non-current Borrowings

Particulars

As at Ashad 31,2080

As at Ashad 32,2079

Secured — at Amortised Cost
Term loans
From Banks
Term loans
Current Portion Of Long Term Loans
NFRS Adjustments

1,168,745,474.63
(77.866,406.12)
(15,272,146.32)

1,245,537,475.00
(64,529,085.55)
(17,356,223.00)

Total Non-current Borrowings

1,075,606,922.19

1,163,652,166.45

N o
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Notes to the financial statements for the year ended Ashad 31,2080

All amounts are in Rs unless otherwise stated

17. Current Borrowings

Particulars

As at Ashad 31,2080

As at Ashad 32,2079

Unsecured - At Amortised Cost

(a) Loans Repayable On Demand
Short Term Loans

- Current Portion Of Long Term Loan

265,100,061.44
77,866,406.12

29,125,352.91
64,529,085.55

Total

342,966,467.56

93,654,438.46

18. Other Financial liabilities - Current

Particulars As at Ashad 31,2080 As at Ashad 32,2079
Audit Fee Payable 278,750.00 278,750.00
Bhugol Infrastructure Co. Pvt. Ltd. - 267,815.00
Dhaulagiri Construction & Deveopment Pvt Ltd - 2,994,576.00
Sandeep Adhikari - 15,620.00
Khim Lal Kafle 1,000,000.00 1,000,000.00
Pal Engineering Trade Center 29,998.00 29,997.58
Pay It Technolgy Pvt Ltd - 25,655.00
Royalty Payable 1,929,339.16 1,080,738.80
[1lami Pathivara Enterprises - 17,615.00
Other Payable 561,653.33 -
Venus Hydro retention 211,513.00 -
Staff Salary Payable 1,925,100.00 1,925,100.00
Staff welfare Fund 393,866.00 -

Total 6,330,219.49 7,635,867.38

19. Current Tax liabilities

Particulars As at Ashad 31,2080 As at Ashad 32,2079

Provision for Income Tax 2,938,262.62 -

Total 2,938,262.62 -

20. Other Current Liabilities

Particulars As at Ashad 31,2080 As at Ashad 32,2079

TDS on Access Road - 6,030.00

TDS on Audit Fee 3,750.00 3,750.00

TDS on Allowance 28,950.00 -

TDS on Consultancy 240,000.00

TDS- Salary 26,352.00 27,477.00

TDS on Advertisement 299.64 -

TDS on Limited Company 8,684.45 -

TDS -SST 1,362.00 103,768.00

TDS-Pvt Ltd 59,081.00 478,850.00

TDS- Rent 133,333.33 -

TDS -Individual Firm 275.00 1,050.00

Staff Bonus Payable 1,298,114.00 1,304,866.00

Corporate Social Responsibility 1,259,512.00 645,973 .41

Total 3,059,713.42 2,571,764.41

[ 32
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Notes to the financial statements for the year ended Ashad 31,2080
All amounts are in Rs unless otherwise stated

21. Revenue From Operations

Particulars

Year ended Ashad 31,2080

Year ended Ashad 32,2079

Electricity Sale to NEA

254,725,097.00

269,010,189.31

Total

254,725,097.00

269,010,189.31

22. Cost of Sales

Particulars

Year ended Ashad 31,2080

Year ended Ashad 32,2079

Bay Charge
Insurance

Royalty (Against Installed Capacity)
Royalty (Against Generation)
Project Operation

Back feed Energy

Repair & Maintainance- Project
Consultancy Expense

Site Office Management
Employee Benefit Expenses
Current Employee Benefits

960,000.00
5,094,377.49

13,999.07
432,000.00
8,145,059.36
5,002,021.48
500,025.00
3,843.496.97

9,203,128.00

960,000.00
5,379,846.23
21,117.21
432,000.00
4,521,605.85
1,979,564.16

4,492.123.00

8,573,800.00

Total 33,194,107.37 26,360,056.45
23. Other Income
Particulars Year ended Ashad 31,2080 Year ended Ashad 32,2079

Compensation Income - 1,318,678.16
Interest Income 11,805,151.71 803,749.17
Insurance Claim 6,545,604.00 -
Commision Income 2,021,966.48 -
Other Income - 240,000.00
Total 20,372,722.19 2,362,427.33

B zo |
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24. Administrative Expenses

Particulars

Year ended Ashad 31,2080

Year ended Ashad 32,2079

Audit Fee 282,500.00 282,500.00
Bank Charge & Commission - 13,095.21
Credit Rating Fees 286,978.35 515.,494.00
Communication Expenses 7,310.00 27.,000.00
Annual Fee 200,000.00 -
Consultancy & Other Expenses - 79,100.00
ERC Charges - 950,000.00
CSR Expenses - 1,710,000.00
Fuel Expense 26,264.00 285,800.00
Government Fee - 430,000.00
Advertisement Expense 33,487.64 -
Lunch expenses - 40,652.00
Local Convenyance 241,520.00 529.040.00
Medical Expenses 9.331.00 3,624.00
Meeting Allowance 376,000.00 -
Miscellaneous Expenses 247.842.04 227,785.00
Office Accessories 335,000.00 1,683.79
Travelling & Dailly Expenses - 117,597.00
Printing & Stationery - 23,140.00
Registration & Renewal 130,000.00 64,698.00
Rent Expense 1,333,333.33 1,050,000.00
Social Mitigation - 1,000,000.00
Site Visit Expenses - 15,100.00
Review Fee 28,250.00 -
Fine and penalty 191,036.00 -
Membership Fee - 25,000.00
Vechile Renewal 60,000.00 50,900.00
Travelling Expenses 810,785.00 499,452 .00
Total 4,599,637.36 7,941,661.00

25. Employee Benefits Expense

Particulars

Year ended Ashad 31,2080

| Year ended Ashad 32,2079

Head Office salary

2,938,000.00

1,924,160.00

Total

2,938,000.00 |

1,924,160.00 |

[ 39
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Notes to the financial statements for the year ended Ashad 31,2080
All amounts are in Rs unless otherwise stated

26. Finance Cost

Particulars

Year ended Ashad 31,2080

Year ended Ashad 32,2079

Bank & Financial Institution

Bank Charges & Commissions 61,243.00 17,565,300.04
Interest on Term Loan 105,839,847.56 108,824,002.67
105,901,090.56 126,389,302.71

NFRS Adjustments 2,084,077.15 (17,356,223.47)
Total 107,985,167.71 109,033,079.24

27. Depreciation And Amortization Expenses

Particulars

Year ended Ashad 31,2080

Year ended Ashad 32,2079

Depreciation Of Property, Plant And

Equipment ( General Assets) 2,979,107.20 3,475,011.00
Depreciation Of Property, Plant And

Equipment ( Project Assets) 57,052,139.33 55,719,627.00
Amortization on Intangible Assets

Total Depreciation And Amortisation

Pertaining To Continuing Operations 60,031,246.53 59,194,638.00

28. (Gain) /Loss on Investment through FVT

PL

Particulars

Year ended Ashad 31,2080

Year ended Ashad 32,2079

Investment in Equity Instruments at Cost
Investment in Equity Instruments at Fair value

100,850,563.00
(100,711,267.90)

31,221,404.00
(30,850,563.00)

Total

139,295.10

370,841.00

29. Impairment Losses

Particulars

Year ended Ashad 31,2080

Year ended Ashad 32,2079

Impairment of Financial Assets 6,540.00 -
Impairment of non Financial Assets -
Total 6,540.00 -

30. Income Taxes Relating To Continuing Operations

30.1 Income Tax Recognised In Profit Or Lo

S8

Particulars

Year ended Ashad 31,2080

Year ended Ashad 32,2079

Current tax
In respect of the current year

Deferred tax
In respect of the current year

2,938,262.62

2,938,262.62

Total income tax expense recognised in the
current year relating to continuing
operations

2,938,262.62

30.2 Income Tax Recognised In Other Comp

rehensive Income

Particulars

Year ended Ashad 31,2080

Year ended Ashad 32,2079

In respect of the current year

Total
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Notes to the financial statements for the year ended Ashad 31, 2080
All amounts are in Rs unless otherwise stated

31. Earning Per Share
The company discloses basic and diluted eamings per share (EPS) for its ordinary shares.

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

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

Since, the company does not have any convertible instruments and has not granted any options to its
employees, diluted EPS is considered the same as basic EPS.

Year ended Year ended
Particulars Ashad 31,2080 |Ashad 32,2079
Profits attributed to equity holders of the Company 61,353,909.50 | 64,597,341.95
Weighted average number of shares 7,320,811 4,830,792
Basic and diluted earnings per share 8.38 13.37
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Sagarmatha Jalabidhyut Company Ltd.
Notes to the financial statements for the year ended Ashad 31, 2080
All amounts are in Rs unless otherwise stated

32.Segment Reporting
The management evaluates the company's performance and allocates resources based on the analysis of various performance indicators,

however the company 1s primarily engaged in only one segment, 1.e., "Generation and sale of electricity" and that all its operations are n

Nepal. Hence the company does not have any reportable segments as per NFRS 8 "Operating Segments".

33.1 Financial risk management objectives
The Company’s principal financial liabilities, comprise trade and other payables and borrowings. The main purpose of these financial

habilities 1s to support its operations. The Company’s principal financial assets include trade and other receivables, cash & cash
equivalents, short-term deposits that are derived directly from its operations and investments in equity share. The Company's activities
expose it to a variety of financial nisks: credit risk, liquidity risk, market risk (including foreign currency risk). The Company's Board of
Directors reviews and sets out policies for managing these risks and monitors suitable actions taken by management to minimize

potential adverse effects of such risks on the company's operational and financial performance.
33.2 Capital Management

For the purpose of the Company’s capital management, capital includes issued capital, and all other equity reserves atiributable to the
equity holders of the Company. The Company manages its capital to safeguard its ability to continue as a going concern and to optimise
returns to the shareholders. The capital structure of the Company is based on management’s judgement of the appropriate balance of key
elements to meet its strategic and dayto-day needs. It considers the amount of capital in proportion to risk and manages the capital
structure considering changes in economic conditions and the risk characteristics of the underlying assets. The Company’s aims to
translate profitable growth to superior cash generation through efficient capital management. The Company's policy 1s to maintain a
stable and strong capital structure with a focus on total equity to mantain investor, creditor, and market confidence and to sustain the
future development and growth of its business. The Company's focus is on keeping a strong total equity base to ensure independence, and
security, as well as high financial flexibility for potential future borrowings, if required, without impacting the risk profile of the
Company. The Company will take appropriate steps to maintain, or if necessary, adjust, its capital structure. The management monitors
the return on capital as well as the level of dividends to sharcholders. The Company’s goal is to continue to be able to return excess
liquidity to shareholders by continuing to distribute dividends in future periods. No changes were made in the objectives, policies, or

processes for managing capital during the years ended 31nd Ashadh, 2080 and 32st Ashadh, 2079.

33.3 Credit Risk

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

Trade and other receivables: The Company’s business is predominantly through sales of power. The Company has PPA agreement
with Nepal Electricity Authority (NEA). NEA is government body due to which the risk of credit default is significantly low.

Other Financial Assets: Credit risk from balances with banks and financial istitutions are managed by mamtaining the balances with

highly reputed Commercial banks only.

Nz |
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Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with the financial liabilities that
are settled by delivering cash or another financial asset. The Company's approach to managing liquidity 1s to ensure , as far as possible,

that will always have sufficient liquidity to meet both normal and stressed conditions, without incurring unacceptable losses or risking

damage to the Company's reputations.
Liquidity risk tables

The following tables detail the Company's remaining contractual maturity for its financial liabilities with agreed repayment periods.

Financial Liabilities Less than 1 year 2 - 4 years 5 years and above Total

31 Ashah, 2080
(i) Borrowings 342.966,467.56 446,701,724.58 628,905,197.61 1.418.573,389.75
(11) Other Financial Liabilities 6.330,219.49 6.330,219.49
349,296,687.05 446,701,724.58 628,905,197.61 1,424,903,609.24

32 Ashah, 2079
(i) Borrowings 93.654.438.46 392.785.171.39 770.866,994 .22 1,257.306,604.07
(iv) Other financial liabilities 7.635,867.38 7.635.867.38
101,290,305.84 392,785,171.39 770,866,994.22 1,264,942,471.45

33.5 Market Risk

Market risk is the risk that the fair value of future cash flows of a financial instruments will fluctuate because of changes in market

prices. Market prices comprise three type of risk: interest rate risk, currency risk and other price risk such as equity price risk .
Equity Price Risk: The company has exposure to equity market as the company has invested in equity instrumrnts which price are

highly volatile. To mitigate this risk company has invested in highly reputed entities only.

Foreign currency risk management

The Company does not have of forign currency trasactions so, there are no foreign currency trasaction risk.

33. 6 Categories of Financial Statements

Year ended Ashad 31,2080

Year ended Ashad 32,2079

Particulars Carrying Amount Fair value Carrying Amount Fair value
ASSETS
Current
(i)Trade Receivables 48,455,941.76 48,455,941.76 54,033,700.29 54,033,700.29

(i1) Cash and Cash Equivalents

(in)Investment in Shares

425.708,724.70
100,711,267.90

425,708,724.70
100,711,267.90

28.480,756.91
30,850,563.00

28.480,756.91
30,850,563.00

(iv) Other Financial Assets 62.,775,500.00 62,775,500.00 22.892.500.00 22,892,500.00
Total 637,651,434.36 637,651,434.36 136,257,520.20 136,257,520.20
Liabilities

Non current

Borrowings 1,075,606,922.19 1,075,606,922.19 1,163,652,166.45 1,163,652,166.45
Current
(1) Borrowings 342,966,467.56 342,960,467.56 93.654,438.46 93,654,438.46
(11) Other Financial Liabilities 6.330,219.49 6,330.219.49 7.635,867.38 7.635,867.38
Total 1,424,903,609.24 1,424,903,609.24 1,264,942,472.29 1,264,942,472.29
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Sagarmatha Jalabidhyut Company Ltd.
Notes to the financial statements for the year ended Ashad 31, 2080
All amounts are in Rs unless otherwise stated

34 Fair value measurements
This note provides information about how the Company determines fair values of various financial assets and financial liabilities.

Fair value measurements are categorized ito Level 1, 2, or 3 based on the degree to which the mputs to the fair value measurements are

observable and the significance of the mputs to the fair value measurement in its entirety, which are described as follows:
« Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the
measurement date;

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

« Level 3 inputs are unobservable inputs for the asset or liability.

The directors are of the belief that the carrying amounts of financial assets and financial liabilities recognized in the financial statements
approximate their fair values.
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Auditor's Notes on Certification of Income Tax Return of

Sagarmatha Jalabidhyut Company Litd.
For the F/Y 2079/80

We have exmained the books of accounts maintained by Sagarmatha Jalabidhyut Company Ltd. as per Section 81 of Income Tax Act 2058. We certify that the transactions of the company is
true and fair on the basis of books of accounts and other related documents provided to us, Our notes regardingthe certification is as follows:

Details of Exp deductible as per Income Tax Act 2058
Account Head Total Expenses I:::ll::.lecl::::e L;pe::i;shn':t “l::l]:‘:n;e:.[:::’u;:i:::n Annex |Remarks
Cost Of Sales
Particulars
Royalty (Against Installed Capacity) 960,000.00 960,000.00
Royalty (Against Generation) 5,004 377.49 5,094,377 49 -
Back feed Energy 13,999.07 13,999 .07
Bay Charge 432,000.00 432,000.00
Insurance 8,145,059 36 8,145,059.36
Repair & Maintainance- Project 5,002,021.48 5,002,021 .48
Consultancy Expense 500,025.00 500,025.00
Site Office Management 3,843,496.97 3.843.496.97
Current Employee Benefits 9,203,128.00 9,203,128.00
Sub Total (B) 33,194,107.37 33,194,107.37 - -
Audit Fee 282,500.00 282.500.00
Credit Rating Fees 286,978.35 286.978.35
Communication Expenses 7.310.00 7.310.00
Annual Fee 200,000.00 200.,000.00
Fuel Expense 26,264.00 26,264.00
Advertisement Expense 33,487.64 3348764
Local Convenyance 241,520.00 241.520.00
Medical Expenses 9,331.00 9,331.00
Meeting Allowance 376,000.00 376,000.00
Miscellaneous Expenses 247.842.04 - 247 84204
Office Accessories 335,000.00 335,000.00
Registration & Renewal 130,000.00 130,000.00
Rent Expense 1,333,333.33 1,333,333.33
Review Fee 28,250.00 28.250.00
Fine and penalty 191,036.00 191,036.00
Vechile Renewal 60,000.00 60,000.00
Travelling Expenses 810,785.00 B10.785.00
Head Office salary 2,938,000.00 2,938.000.00
Sub Total © 7,537,637.36 7,289,795.32 247,842.04 _
Other Expenses
Fiancial Expenses 107,985,167.71 - 2,084,077.15 105,901,090.56 | U/5 14
Depreciation 60,031,246.53 - 60,031,246.53 [U/S 19
Share Issue Expenses 8,839,234.00 8.839.234.00
Loss on Investment through FVTPL 13929510 139,295.10
Bonus 1,298,114.00 1,298,114.00
Sub Total (D) 178,293,057.34 10,137,348.00 2.223372.25 | 165,932,337.09
Grand Total 219,024,802.07 50,621,250.69 2,471,214.29 165,932,337.09
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Sagarmatha Jalabidhyut Company Ltd.

For Fiscal Year 2079/80
C. Calculation of Taxable Income and Tax
Particulars Income Tax Remarks
Tax Exempted Income Hydropower 254,725,097.00 Tax Holiday
Tax Exempted Income( Insurance Claim) 6,545,604.00 Tax Exempt
Taxable Income 13,827,118.19 | 2,938,262.62 (85 % of 25%=21.25%
Total 275,097,819.19 | 2,938,262.62
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