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Kirtipur Municipality -1,

M Tiwari & Associates Tyangla, P.0.Box 12136,

Chartered Accountants Kathmandu, Nepal
tinarimuralidhar@gmail.com Tel: 4331060, Mob:9861583579

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
Salleri Chialsa Electricity Company Limited

Opinion

We have audited the financial statements of Salleri Chialsa Electricity Company Limited
which comprises the Statement of Financial Position (SOFP) as at 31° Ashad 2080
(Corresponding to16 July 2023) and the Statement of Profit or Loss and Statement of
Changes in Equity and Statement of Cash Flows for the year ended and notes to the financial
statements including a summary of significant accounting policies.

In our opinion and to the best of our information and explanation provided to us, the
financial statements referred to above present fairly, in all material respects, the financial
position of the organization as at 315 Ashad 2080 (Corresponding to16%" July 2023), and its
financial performance and its cash flow for the year then ended in accordance with Nepal
Financial Reporting Standards (NRFS).

Basis of Opinion

We conducted our audit of the Electricity Company in accordance with Nepal Standards on
Auditing (NAS). 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 Code of Ethics issued by Institute
of Chartered Accountants of Nepal together with ethical requirements that are relevant to
the audit of the company and we have fulfilled our ethical responsibilities in accordance
with these requirements and the Code of Ethics for Professional Accountants. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the standalone financial statements for the financial year ended
31 Ashad 2080. These matters were addressed in the context of our audit of the standalone
financial statements as a whole, and in forming our opinion thereon, and we do not provide
a separate opinion on these matters. However, there isno reportable key audit matters of the
company as of 31 Ashad 2080.

Other Information

Management is responsible for the preparation of other information. The other information
comprises the information included in the Annual Report but does not include the financial
statements and our auditor’s report thereon.

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

Our responsibility is to read the Other Information and, in doing so, consider whether the
Other Information is materially inconsistent with the financial statements or our knowledge
obtained in the course of our audit or otherwise appears to be materially misstated. If, based
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on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this
regard.

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

Management is responsible for the preparation and fair presentation of the Financial
Statements in accordance with NFRS and for such internal control as management
determines is necessary to enable the preparation of the Financial Statement 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 going concern, disclosing as applicable the matters related
to going concern and using the going concern basis of accounting unless the management
either intends to liquidate the Company or to cease operations or has no realistic alternative
but to do so.

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

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial Statements
as a whole are free from material misstatement, whether due to fraud or error and to issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with NSAs will
always detect a material misstatement when it exists.

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

= Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances.

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

= Conclude onthe 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 inadeguate,
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M Tiwari & Associates

Kirtipur Municipality -1,
Tyangla, P.0.Box 12136,

Chartered Accountants Kathmandu, Nepal
tinarimuralidhar@gmail.com Tel: 4331060, Mob:9861583579

to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, further 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 too communicate withthem
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

We have determined to communicate following matters in accordance with the
requirements of Companies Act 2063 and other regulatory requirements.

|

\
Vi

CA Murali Dhar Ti
Proprietor M Tiwar
Chartered Accountan.

We have obtained all the information and the explanation which to the best of our
knowledge and belief, where necessary for the purpose of our audit.

Based on our audit, proper books of account as required by law have been kept by
the Company.

The Statement of Financial Position, the Statement of Profit or Loss, the Cash Flow
Statement and the Statement of Changes in Equity dealt with this by this report are
in agreement with the books of accounts maintained by the Company.

In our opinion and to the best of our information and according to the explanations
and from our examination of the books of accounts of the Company we have not
come across any case where the Board of Directors or any office bearer of the
Company have acted contrary to the provisions of law, or committed any
misappropriation or caused any loss or damage to the Company and violated the
provisions of the Companies Act, 2063 or acted in a manner, as would jeopardize
the interest and security of the Company and it’s shareholders.
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Date: 2080.08.08
Place: Kathmandu, Nepal
UDIN: 231202CA00064pJCRk
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Salleri Chialsa Electricity Company Ltd.
Statement of Financial Position
As at 31 Ashadh 2080

Figures in NRs.
As at 32.03.2079

Particulars Note As at 31.03.2080

ASSETS
Non-Current Assets

Property, plant and equipment 4.1 124,675,770.61 127,216,936.63
Capital Work in Progress 399,455.00 -
Intangible assets 4.2 1.00 1.00
Financial assets
Investments 4.3 22,374,727.60 17,340,600.40
Trade receivable 4.4 - -
Other financial asets 4.5 - -
Total Non-Current Assets 147,449,954.21 144,557,538.03
Current Assets
Inventories 4.6 8,637,791.72 9,081,876.09
Financial assets
Investments 4.3 101,900,000.00 88,000,000.00
Trade receivables 4.4 8,386,970.47 13,787,931.81
Cash and cash equivalents 4.7 32,202,583.91 20,759,361.29
Other financial assets 4.5 1,260,282.47 1,154,484.75
Other current assets 4.8 1,110,582.06 925,566.45
Current tax (net) 49 390,954.29 855,170.74
Total Current Assets 153,889,164.92 134,564,391.13
Total Assets 301,339,119.12 279,121,929.16
EQUITY AND LIABILITIES
Equity
Share capital 4.10 61,412,000.00 61,412,000.00
Retained Earning 148,842,757.26 126,723,368.13
Other equity 4.11 17,977,099.23 14,201,503.83
Total Equity 228,231,856.49 202,336,871.96
Liabilities
Non-Current Liabilities
Financial liabilities
Borrowings 412 -
Employee benefit liabilities 4.13 2,294,523.45 1,896,411.60
Other financial liabilities 4.14 644,000.00 1,663,096.00
Deferred Income 4.15 48,033,829.01 50,462,402.85
Deferred tax 4.16 17,346,675.98 14,705,696.39

Provisions
Total Non-Current Liabilities

68,319,028.44

68,727,606.84

X"
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Salleri Chialsa Electricity Company Ltd.
Statement of Financial Position
As at 31 Ashadh 2080

Figures in NRs.

Particulars Note As at 31.03.2080 As at 32.03.2079
Current Liahilities
Financial liahilities
Borrowings 4.12 =
Trade payables 4.17 - 3,934,154.29
Employee benefit liabilities 4.13 1,644,933.96 1,921,934.12
Other financial liabilities 4.14 2,853,194.50 1,918,151.79
Other current liabilities 4.18 290,105.74 283,210.16

Provisions

Total Current Liabilities

Total Liabilities

Total Equity and Liabilities

The accompanying notes 1 to 5.7 are integral part of these

financial statements.

Bhoj Raj Tiwari
General Manager

Directors

Chairperson

Sameer Prasad Pokharel WA\ /

Santosh Kumar fha

Ganesh Prasad Luitel

Nuru Lama Sherpa

i
2 i

Dr. Mingmar Gyelzen Sherpa

4,788,234.20

8,057,450.36

73,107,262.64

76,785,057.20

301,339,119.13

279,121,929.16

This is the same financial statement mentioned in

our attached report

. Tiwari & Associates

Chartered Accountants

Directors

Dawa Gelu Pakhrin

Tanki Maya Basnet

&

-
A
Narayan Kaji Shrestha t_/[ ‘QW

Finance Officer

Mewn K. quke\a. \ﬁl



Salleri Chialsa Electricity Company Ltd.

Statement of Profit or Loss and Other Comprehensive Income
For the year ended 31 Ashad 2080

Figures in NRs.

Particulars Note 2079-80 2078-79
Revenue from operation 4.19 44,838,849.66 45,892,425.71
Cost of revenue 4.20 (25,987,244.23) (22,662,767.79)
Gross profit 18,851,605.43 23,229,657.92
Finance income 11,477,448.30 7,407,976.64
Other income 4.21 3,232,988.43 2,514,279.12
Administrative and other operating expenses 4.22 {4,665,099.44) (4,325,404.90)
Finance cost e 5
Profit before tax 28,896,942.72 28,826,508.78
Income tax expense

Current tax 423 (5,395,105.79) (5,034,807.88)
Deferred tax credit/(charge) 4.16 (1,382,447.80) (895,137.92)

Profit from continuing operations
Net Profit for the year

22,119,389.13

22,896,562.98

22,119,389.13

22,896,562.98

Other comprehensive Income not to be reclassified to profit

or loss in subsequent periods (net of tax)

i. Fair valuation of share investment

ii. Income tax relating to items that will not be reclassified

to profit or loss

Other comprehensive gain/(loss) for the year, net of tax

5,034,127.20
(1,258,531.80)

3,775,595.40

(10,507,753.60)
2,626,938.40

(7,880,815.20)

Total Comprehensive gain/(loss) for the year, net of tax

Basic Earning Per Share
Diluted Earning Per Share

25,894,984.53

15,015,747.78

22.12
22.12

The accompanying notes 1 to 5.7 are integral part of these financial statements.

Bhoj Raj Tiwari
General Manag

Santosh Kumar Jha

Ganesh Prasad LuiteW%/

Nuru Lama Sherpa

Dr. Mingmar Gyelzen Sherpa
. Chairperson

Directors \

Dawa Gelu Pakhrin

Tanki Maya Basnet ’/!%(-M
Narayan Kaji Shrestha %\@pw’

Finance Officer

Mem K. Maskey & ,

22.90
22.90

This is the same financial statement

b ———

‘mentiohed in our attached report
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Salleri Chialsa Electricity Ccmpany Ltd.

Statement of Cash Flows

For the year ended 31 Ashad 2080

Figures in NRs.

2079-80

2078-79

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax for the year

Adjustments for:

Income from investment

Non cash income from deferred income
Depreciation and amortization

Bonus expenses

Working capital adjustments:

(increase)/ Decrease in Trade Receivables
{Increase)/ Decrease in Inventories

{Increase)/ Decrease in Other Financial Assets
{Increase)/ Decrease in Other Current Assets
Increase / (Decrease) in Trade Payables

Increase / (Decrease) in Other Financial Liabilities
Increase / (Decrease) in Employee Benefit Liabilities
increase / (Decrease) in Other Current Liabilities
Cash generated from operations

Bonus paid

Income Tax Paid

NET CASH FLOWS FROM OPERATING ACTIVITIES
CASH FLOWS FROM / (USED IN) INVESTING ACTIVITIES
Purchase of property, plant and Equipment
Purchase of intangible assets

Increase in Capital Work in Progress

Addition of investment

Income from investment

NET CASH FLOWS FROM INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Borrowing (repaid) / taken (net)

Dividend Paid during the year

Finance cost

NET CASH FLOWS FROM FINANCING ACTIVITIES

INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, Beginning of Year
CASH AND CASH EQUIVALENTS, End of Period

28,896,942.72

28,826,508.78

(11,812,545.89) (7,493,681.92)
(2,428,573.84) (2,428,573.84)
6,715,603.46 6,831,947.93
1,520,891.72 1,761,891.88
5,400,961.34 (5,478,683.73)
444,084.37 16,371.28
(105,797.72) (132,372.51)
(185,015.61) (20,696.95)
(3,934,154.29) 2,524,218.00
(84,053.29) 345,020.62
362,111.85 188,185.47
6,895.58 (8,985.71)
24,797,350.39 24,931,149.31
(1,761,891.88) (1,216,931.19)
(4,930,889.34) (5,097,228.25)
18,104,569.17 18,616,989.87

(4,174,437.44)

(399,455.00)
(13,900,000.00)
11,812,545.89

(4,824,530.25)

(8,318,500.00)
7,493,681.92

(6,661,346.55)

(5,649,348.33)

11,443,222.62
20,759,361.29

12,967,641.54
7,791,719.75

32,202,583.91

20,759,361.29

This is the same financial statement mentioned
2775 %n our attached repEQ

Y

Bhoj Raj Tiwari
General Manager

Dr. Mingmar Gyelzen Sherpa
) Chairperson

Directors Directors

Dawa Gelu Pakhrin

Santosh Kumar Jha Tanki Maya Basnet - /{‘ﬂ a

AW/’"

Ganesh Prasad Luite

Nuru Lama Sherp:P .

A

))
Narayan Kaji Shrestha LALC\_%L

Finance Officer

Mem K. Maskey b/
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Saileri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

U

Note 1: Background

Salleri Chialsa Electricity Company Ltd. (hereinafter referred as “SCECO” or “Company”) is established
under the then Companies Act for generation of electrical energy. The company was formed under the
support of Swiss Agency for Development Cooperation along with Nepal Electricity Authority.

Commercial operation of electricity generation started from 2044 BS (1987 AD).

The corporate office of the SCECO is located at Solududhkunda Municipality -5 Salleri, Solukhumbu, Koshi
Province.

The core business of SCECO is generation, transmission and distribution of hydroelectricity.

The accompanied financial statements are authorized for issued by the Board of Directors of the SCECO
in its meeting held on 08 Mangsir 2080 B.S. The Board of Directors acknowledges the responsibility of
preparation of financial statements. These financial statements are presented to annual general meeting
of shareholders for approval.

Note 2: Significant accounting policies

2.1 Basis of Preparation and measurement
i. Statement of Compliance

The financial statements are prepared in line with Nepal Financial Reporting Standards (NFRS) as
issued by Accounting Standards Board Nepal and pronounced by The Institute of Chartered
Accountants of Nepal (ICAN). The Company has prepared financial statements as per NFRS for the
first time. For all earlier periods, the financial statements were prepared in accordance with Nepal
Accounting Standards. The financial information of corresponding comparative period has been
changed in line with NFRS and the opening statement of financial position on the date of transition to
NFRS (1 Shrawan 2076) have also been recomputed. Reconciliation of changes for the financial
statements on date of transition and for comparative period is integral part of financial statements.

ii. Basis of preparation

The financial statements are prepared on accrual and going concern basis. 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 service 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 presentation currency of the Company i.e.
Nepalese Rupee (“NRs.”) which is the currency of the primary economic environment in which the
Company operates.

.Basis of measurement
These 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.
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Salleri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

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 judgments. It also requires management
to exercise judgment in the process of applying the Company’s accounting policies. The Company
makes certain estimates and assumptions regarding the future events. Estimates and judgments 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 assets 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 recognised.

Fair value measurements

Some of the Company’s assets 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, else moves to level 2 and level 3 inputs. The
management works closely with the qualified external values to establish the appropriate valuation
techniques and inputs to the model.

Property, plant and equipment including land are measured at cost and not measured at fair value
and the Company does not have policy to measure such assets at fair value.

Recognition of deferred tax assets
Significant management judg_m%ﬁibi‘S-r{%gqued to determine the amount of deferre;lc\i%irgf__r"gfaé\_;ets that
can be recognised, based u "ﬁthe likeJ@ ing and the level of future taxable pr’pé‘g‘%ﬂj}?r with
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Salleri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

future tax planning strategies. The Company based its assumptions and estimates on parameters
available when the financial statements are prepared. Existing circumstances and assumptions about
future developments, however, may change due to market changes or circumstances arising beyond
the control of the Company.

Note 3: Significant Accounting Policies
3.1 Property, plant and equipment

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

.The useful lives and methods of depreciation of property, plant and equipment are reviewed at each
financial year end and adjusted prospectively, if appropriate. Residual value is considered to be
insignificant.

iv. An item of property, plant and equipment and any significant part initially recognised is derecognised
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 and loss when
the asset is derecognised.

v. Assets in the course of construction are capitalized in the assets under capital work in progress
account (CWIP). At the point when 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
estimate 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. Revenue
generated from production during the trial period is capitalized.

.The Company has private forest on its land near the area of powerhouse and dam site. The forest is
not used for any other purpose. If the company decides to use the timber of forest, required approval
from Government authorities shall be taken.

ii

v

As the company is small hydropower, it is not required to transfer the assets of company to any
government authority, accordingly, the project assets are treated as PPE of company.

3.2 Intangible Assets
i. Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortisation and accumulated impairment losses. Intangible assets with indefinite
useful lives are carried at cost less accumulated impairment losses.
ii. Certain computer software costs are capitalized and recognised 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 derecognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in the
statement of profit and loss when the asset is derecognised.




Salleri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

3.

3 Depreciation and Amortization

i. Depreciation is recognized so as to write off the cost of assets (other than properties under
construction) over their useful lives.

i. Amortization is recognized on a straight line basis over their estimated useful lives. The estimated
useful life and amortisation 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.

i. Depreciation is provided on the straight line method based on the estimated useful lives of the assets
determined by the management. Depreciation on additions to fixed assets is charged on pro-rata
basis in the year of purchase. The useful life of the assets and the corresponding rates at which the
assets are depreciated are as follows:-

.[ Category of asset Estimated useful life Depreciation Rate

Land Indefinite 0%

Civil Structures 40 years 2.5%
Electromechanical equipment 25 years 4%

High Tension Transmisssion Line 35.1 years 2.85%
Low Tension Transmission Line 25 years 4%

Tools 10 years 10%
Furniture & Fixture 10 years . 10%
Office Equipment ! ~jears 20%
Vehicle bRTyeas 15%

Computer software is amortized over an estimated useful life of 5 years on straight line basis.

iv. 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 and depreciation method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on a prospective basis.

3.4 Impairment of tangible and intangible assets

At the end of each reporting period, the Company reviews the carrying amounts 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 of 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 individual cash-generating units, or
otherwise they are allocated to the smallest component of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

i. 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.
i. If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its




Salleri Chialsa Electricity Company tLid.
Notes to the financial statements
For the year ended on 31 Ashad 2080

3.

3.

5 Cash and cash equivalents

Cash and cash equivalents in the balance sheet 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.

6 Inventories

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

3.7 Revenue recognition

i) Sale of Electricity

Revenue is recognised to the extent that it is probable that economic benefit will flow to the
Company and that the revenue can be reliably measured. Revenue is measured at the fair value of
the consideration received or receivable. Revenue is reduced for estimated rebates and other similar
allowances. Revenue is recognised when substantial risks and rewards of ownership is transferred to
the buyer under the terms of the contract.

ii) Dividend and interest income

Dividend income (net of withholding taxes) from investments is recognised when the shareholder’s
right to receive payment has been established (provided that it is probable that the economic
benefits will flow to the Company and the amount of income can be measured reliably.

Interest income from a financial asset is recognised when it is probable that the economic benefits
will flow to the Company and the amount of income can be measured reliably. Interest income is
accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying amount on initial recognition.

3.8 Foreign currency transactions

The functional currency of the Company is determined on the basis of the primary economic
environment in which it operates. The functional currency of the Company is Nepalese Rupee (NRs.).

3.9 Employment Benefits

" M _
22 v, 7z

The Company has schemes of employment benefits namely provident fund, employee gratuity,
salaries and allowances 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 beyon
maonthly contributions. Contributions to defined contribujioft; ‘mﬁ\\es are deposited \;urr%.téfl:_.‘_E:mployee
Provident Fund (Karmachari Sanchaya Kosh). : (5 S
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Salleri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

iii.

Defined benefit plan — Gratuity Fund

Company provides gratuity facility to employee based on its employee service regulation. Such is
provided based on completed years of service method. All staffs who have completed three years in
service are entitled to a gratuity of one month salary for each completed year.

Company has deposited amount in approved retirement fund towards fulfilling the gratuity liability.
Considering the cost benefit matter and size of the business of the company, company has decided
not to carry out actuarial valuation of gratuity and leave liabilities and considers that, if such was
carried out, the impact would not have been material.

Short term and long-term employment benefits

. A liability is recognised for benefits accruing to employees in respect of wages and salaries and

allowances in the period the related service is rendered at the undiscounted amount of the benefits
expected to be paid in exchange for that service.

i. Liabilities recognised in respect of short-term employee 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 recognised as a liability at the present
value of the obligation as at the Balance sheet date determined based on an actuarial valuation.
However, the company has not carried out actuarial valuation this year due to few permanent staffs
and considering cost benefit analysis, it believes that current estimates based on accrued method are
nearest approximate to such valuation.

3.10 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 rate applicable to company is 20%.

Deferred tax

Deferred tax is provided using the balance sheet 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.

iv. Rate of 25% has been taken for computation of deferred tax on share investment with assumptlo

that income from sale of shares do not fall under the conqessjanal rate of 20%.




Salleri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

3.11 Earnings per share

Basic and diluted 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.

3.12 Provisions, contingencies and commitments

vi.

vi

viii.

Provisions are recognised when the Company has a present obligation {legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits witl
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 recognised as a separate asset, but only when the
reimbursement is virtually certain.

iii. The expense relating to a provision is presented in the statement of profit and 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 recognised as a finance cost.

. A provision for onerous contracts is recognised when the expected benefits to be derived by the

Company from a contract are lower than the unavoidable cost of meeting its obligations under the
contract. The provision is measured at the present value of the lower of the expected cost of
terminating the contract and the expected net cost of continuing with the contract. Before a
provision is established, the Company recognises any impairment loss on the assets associated with
that contract.

A contingent liability is a possible obligation that arises from past events whose existence will be
confirmed by the occurrence or non-occurrence of one or more uncertain future events 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 standalone 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.

3.13 Financial Instruments

i. Financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a party to the
contract embodying the related financial instruments. All financial assets, financial liabilities and
financial guarantee contracts are initially measured at transaction cost and where such values are
different from the fair value, at fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other than financial assets and financial
liabilities at fair value through profit and loss) are added to or deducted from the fair value measured
on initial recognition of financial asset or fmangal I|ab|llty Transachon costs directly attrlbutabie to
the acquisition of financial assets and f- -




Salleri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

immediately recognised in the statement of profit and 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.

ii. Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial instrument
and of allocating interest income or expense over the relevant period. The effective interest rate is
the rate that exactly discounts future cash receipts or payments through the expected life of the
financial instrument, or where appropriate, a shorter period.

Income/ expense arising on financial instruments after applying an effective interest rate is
recognised in Statement of Profit and Loss and is included in the “Other finance income” or “Other
finance cost” line item.

.Financial assets

Financial assets at amortized cost

Financial assets are subsequently measured at amortised 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 amortised cost or at fair value through other comprehensive income
is carried at fair value through the statement of profit and loss.

For financial assets maturing within one year from the balance sheet date, the carrying amounts
approximate fair value due to the shorter maturity of these instruments.

Impairment of financial assets

Loss allowance for expected credit losses is recognised for financial assets measured at amortised
cost and fair value through the statement of profit of loss.

The company recognises impairment loss on trade receivables using expected credit loss model. For
financial assets whose credit risk has not significantly increased since initial recognition, loss
allowance equal to twelve months expected credit losses is recognised. Loss allowance equal to the
lifetime expected credit losses is recognised if the credit risk on the financial instruments has
significantly increased since initial recognition.

De-recognition of financial assets
The Company de-recognises a financial asset only when the contractual rights to the cash flows from
financial asset and the transfer quali

the financial asset expire, or it transfers the
recognition under NFRS 9.

BY2S




Salleri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

If the Company neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Company recognises its retained interest in the assets
and an associated liability for amounts it may have to pay.

If the Company retains substantially all the risks and rewards of ownership of a transferred financial
asset, the Company continues to recognise the financial asset and also recognises a collateralised
borrowing for the proceeds received.

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

iv.Financial liabilities and equity instruments

Classification as debt or equity

Financial liabilities and equity instruments issued by the Company are classified according to the
substance of the contractual arrangements entered into and the definitions of a financial liability and
an equity instrument,

Equity Instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Company
after deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net of
direct issue costs.

Financial Liabilities

Financial liabilities are initially measured at fair value, net of transaction costs, and are subsequently
measured at amortised cost, using the effective interest rate method where the time value of money
is significant. Interest bearing bank loans, overdrafts and issued debt are initially measured at fair
value and are subsequently measured at amortised cost using the effective interest rate method. Any
difference between the proceeds (net of transaction costs) and the settlement or redemption of
borrowings is recognised over the term of the borrowings in the statement of profit and loss.

For trade and other payables maturing within one year from the balance sheet date, the carrying
amounts approximate fair value due to the short maturity of these instruments.

De-recognition of financial liability

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

v. Off-setting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the standalone
balance sheet if there is a currently enforceable legal right to offset the recognised amounts and
there is an intention to settle on a net basis, to realize the assets and settle the liabilities
simultaneously.

.Fair Value Measurements

The Company measures financial instruments, such as, investment in equity instruments at fair value
at each balance sheet date. Fair value is the Prrc&tbhat, would be received to sell an as&gor paid to
transfer a liability in an orderly transaction (j?fefween ma(ket participants at the m/‘aénfé%ent date.
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Salleri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

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

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

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

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

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

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.

3.14 Financial risk management objectives and policies

The Company’s business activities expose it to a variety of financial risks, namely primarily to
fluctuations in interest rates, equity prices, liquidity and credit risk, 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 practices 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.

The Risk Management is done by the Company's management that provides assurance that the
Company's financial risk activities are governed by appropriate 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:-

. Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the Company. The Company is formed for distribution of electricity to local peaple of
Salleri and Company’s counterparties are all local people and it is not expected that those will default
the payment. o




Salleri Chialsa Electricity Company Ltd.
Notes to the financial statements
For the year ended on 31 Ashad 2080

b. Interest rate risk
Interest rate risk 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 investment in fixed deposit. Since, the
interest rate risk is influenced by market forces, SCECO has little role to play for minimizing this risk.

c. 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
our cash flow could create potential business continuity risk.

In order to control liquidity risk and for better working capital management, 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 or investment in the form of fixed deposit.

3.15 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.

No changes were made in the objectives, policies or processes for managing capital during the
current and previous year.

3.16 Employee Bonuses
Bonus is provided @5% of profit as per Bonus Act 2030 ad Bonus Regulation 2039.
3.17 Accounting of Grant

Grant related to assets are accounted and presented in statement of financial position by setting up
grant as deferred income, in line with NAS 20. The capital grants received by company are presented
under deferred income with corresponding debit to related assets and on each year, amount equal to
depreciation on such grant assets are adjusted to deferred income and included in statement of
profit or loss.

3.18 Corporate Social Responsibility
Company is not required to allocate amount from its profit to corporate social responsibility under
section 54 and section 17 of Industrial Enterprise Act 2076. The amount allocated in previous year
has been transferred to retained earnings.

3.19 Events after Reporting Period
There is no any event occurring after reporting date that requires disclosure or adjustment to
financial statements.

3.20 Reporting Period

The reporting periods for the financial statements are as follows:
Current statement of financial position —31*' Ashad 2080 ;
Comparative statement of financial position *-_3,__2_"‘_?.Ashad 2079

Current statement of profit or loss and oth{_‘,‘:\&‘r‘ﬁtﬁ'ﬁebpnsive income —F.Y. 2079-80 e
idother comptehensive ipcome — F.Y. 2078-78%




05 68E'BET

19°04L'SL9'PET 00°¢ 0R'bY6'v1S 6V L0L'v6L L6'ELS'PPT'2T ¥9°L9T'EES'TE 87'656'6L6'TE 25'S8L'8TY'9€E T7'Q0E'TY 080¢ PeYsv Tt 18 mucE_.ln
£9°9€6°9T2LZT | 0S'66£'78C | 00'Z 60°9Y0°Z6Y S9'06€'619 15'899°96€°2¢ | 68°209°78Y'ZE€ | €8°0T0'ZSS'EE | SL'OTS'OZELE | TV'OOE'TY 6,07 PeYSY Z€ je dluejeg
an|eayooq 12N
¥6'T9LPIE'ST

8b'£09'8E0°T0T | 06°594622 | 0S°998'S6C £L°08v'826'C | 95'00E'ZZ6 £0°LSL2TTL'PT ZT'9S0'E9L'PT TT'STO'TLE'ZE | €6'TOL'PIE'SE - 0807 peYsY T£ 1E 2doUEjE]G
. 5 - “ juaunsnipy
9t"€09'STL9 00010ty - 6C°9T8'7ST £E'886'TIT 8067 VS8'T ST'SS8'v00T 9L pLE L00T 66'/9T'0ES'T Jead ayi oy adiey)
Z0'000°EZE V6 0S°'SS4'G8T | 05°998'G6T pb't99'SLLT | ETTTIE'008 6T'9978SE'CZ L8'00Z'8SL'ET SE'OVT'V9E'0E | V6 E6S'VBLET = 6402 Peysy TE ie aauejeg
uotlepasdap paie|nwinday

60'PLEVTLSTE 00°SST'89Y | 05°898°G6¢ €S'GZPEVP'E | SO'BOO'LTL'T 00°TLZ LSE9V 94'€TZ'962 9t 6E TS TSESY St LvS'EVLTO It 00E' 1Y 0807 Peysy TE e s3uejeg
- - - = s|esodsig
LEV'DLT'Y STL'SLT LT'S0E'29T 0€9E1'209'T 00'STP'SS TTETV'SEY'T 9/ CyP'8ES suonIppY
S9'9€6'6E£5'T2T 00°SST'89F | 05'898'S6T £6°0TL L92'E | BRZ0L'6VD'T 0L PET'SSL'VY 9£'8080rZ'9r 8T'TST'9T6'E9 | 69'VOT'SOT'TY Tt 00E'TY 602 PeYSY €€ 1 2duE|eg
1500

aun
sainixi4 juawdinb3 aury uolssiwsues ]| UOoISSILISURL] Alauiyaen
|eloL SIPIYIA pue aunuuang INHO s|jool uoisuaj] Mol uoisua] ydiy pue jue|d $34N3IN415 |1ALD pueq siejnaiued
Tt 210N juawdinba pue jue|d ‘Aliadosd

*p11 Auedwiod A3314393(3 esjely) 1iaj(es

0802 YPEYSY TE IE SY
SJUBLWIIELS |BIDUBUIS 0] SQ10N




Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
As at 31 Ashadh 2080

Intangible Assets Note 4.2
Particulars Amount

Balance at 32 Ashad 2079 195,377.00
Additions -
Disposals -
Balance at 31 Ashad 2080 195,377.00
Accumulated depreciation

Balance at 32 Ashad 2079 195,376.00
Charge for the year

Adjustment )
Balance at 31 Ashad 2080 195,376.00
Net book value

Balance at 32 Ashad 2079 1.00
Balance at 31 Ashad 2080 1.00
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Salleri Chialsa Electricity Company Ltd.

Investment

Notes to Financial Statements

As at 31 Ashadh 2080

Note 4.3

Particulars

As at 31.03.2080

As at 32.03.2079

Non-current
At Amortized Cost
At Fair Value (refer 4.3.2)

22,374,727.60

17,340,600.40

Sub-total

22,374,727.60

17,340,600.40

Current

At Amortized Cost (refer 4.3.1) 101,900,000.00 88,000,000.00
At Fair Value - =
Sub-total 101,900,000.00 88,000,000.00
Total 124,274,727.60 105,340,600.40
Note 4.3.1

Particulars As at 31.03.2080 As at 32.03.2079
Fixed Deposit 101,900,000.00 88,000,000.00
Total 101,900,000.00 88,000,000.00
Note 4.3.2

Particulars As at 31.03.2080 As at 32.03.2079

Investment in Shares
Public Entities
Companies

Other Entities

22,374,727.60
22,374,727.60

17,340,600.40
17,340,600.40

Total 22,374,727.60 17,340,600.40
Refer 4.3.2.a for details of share investment
Trade Receivahle Note 4.4

Particulars

As at 31.03.2080

As at 32.03.2079

Non-current

Sub-total

Current
Electricity Sales Receivable

Reconnection Charges Receivable

8,386,970.90

13,787,931.81

Sub-total

8,386,970.47

13,787,931.81

Total

8,386,970.47

13,787,931.81
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Salleri Chialsa Electricity Company Ltd.

Other Financial Assets

Notes to Financial Statements

As at 31 Ashadh 2080

Note 4.5

Particulars

As at 31.03.2080

As at 32.03.2079

Non-current

Sub-total - -
Current

Telephone Deposit 2,732.07 9,011.86
Staff Loan and Advance 584,924.73 755,624.25
Miscellaneous Assets 336,977.42 127,622.05
Interest Receivable 335,648.25 262,226.59
Sub-total 1,260,282.47 1,154,484.75
Total 1,260,282.47 1,154,484.75
Inventories Note 4.6
Particulars As at 31.03.2080 As at 32.03.2079

HT Materials 274,162.22 390,624.87
LT Materials 3,577,962.53 4,205,733.83
Electrical Materials 285,564.11 305,745.24
Fixing Materials 29,824.94 30,199.94
Machines/Machnical Spare Parts 1,952,141.35 1,764,924.01
Power House Materials 659,987.02 519,309.03
Construction Materials 275,190.93 233,660.54
Painting Equipments & Materials 287,024.59 322,490.92
Miscellaneous Materials 32,168.00 36,618.00
Guest House Materials 210,085.14 222,820.17
Tools/Workshop Materials 161,806.91 212,115.56
Stationary Materials 61,799.98 7,559.98
Backstopping Spare Parts 702,474.00 702,474.00
Camping/Kitchen Materials 127,600.00 127,600.00
Total 8,637,791.72 9,081,876.09




Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
As at 31 Ashadh 2080

Cash and Cash Equivalent

Note 4.7

Particulars

As at 31.03.2080

As at 32.03.2079

Cash at bank
Rastriya Banijya Bank Ltd.

20,947,795.52

10,008,860.43

Siddhartha Bank Ltd. 4,353,922.35 968,151.35
NMB Bank Ltd. 5,985,437.48 8,149,952.96
Nabil Bank Ltd. (Welfare Fund) 287,846.12 280,886.30
Kumari Bank Ltd. 627,356.44 1,347,025.25
Cash in hand 226.00 4,485.00
Total 32,202,583.91 20,759,361.29

Other Current Assets

Note 4.8

Particulars As at 31.03.2080 As at 32.03.2079

Prepayment 23,184.08 21,494.53
Other Assets 1,077,250.00 864,750.00
Deferred Employee Benefit Expenses 10,147.98 39,321.92
Total 1,110,582.06 925,566.45
Current tax (net) Note 4.9

Particulars As at 31.03.2080 As at 32.03.2079

Advance Tax - 5,786,060.08 5,889,978.62
Tax Liability (5,395,105.79) (5,034,807.88)
Total 390,954.29 855,170.74
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Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
As at 31 Ashadh 2080

Share Capital

Note 4.10

Particulars As at 31.03.2080 As at 32.03.2079
Autharized Share Capital 80,000,000.00 80,000,000.00
Issued Share Capital

51,412 Preference Shares @ 1000 Per Share 51,412,000.00 51,412,000.00
1,000,000 Ordinary Shares @ 10 per Share 10,000,000.00 10,000,000.00
Paid up Share Capital

51,412 Preference Shares @ 1000 Per Share 51,412,000.00 51,412,000.00
1,000,000 Ordinary Shares @ 10 per Share 10,000,000.00 10,000,000.00
Total 61,412,000.00 61,412,000.00
Other Equity Note 4.11
Particulars As at 31.03.2080 As at 32.03.2079
Emergency Fund 1,463,103.50 1,463,103.50
Renewal Fund 1,463,103.50 1,463,103.50
Fair Value Reserve 15,050,892.23 11,275,296.83
Total 17,977,099.23 14,201,503.83
Borrowing Note 4.12
Particulars As at 31.03.2080 As at 32.03.2079
Non-current

Current e\
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Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
As at 31 Ashadh 2080

Employee Benefit Liahilities

Note 4.13

Particulars As at 31.03.2080 As at 32.03.2079
Non-current

Gratuity Liahility 4,785,481.67 4,968,879.71
Less: Plan Assets (3,853,868.44) (4,228,781.59)
Leave Liability 1,362,910.22 1,156,313.48
Sub-total 2,294,523.45 1,896,411.60
Current

Bonus Payable 1,520,891.72 1,761,891.88
Medical Reimbursement Payable 124,042.24 160,042.24
Sub-total 1,644,933.96 1,921,934.12
Total 3,939,457.41 3,818,345.72

* Considering the cost benefit analysis, actuarial valuation of gratuity and leave liability has not

been carried out.

Other Financial Liabilities

Note 4.14

Particulars

As at 31.03.2080

As at 32.03.2079 |

Non-current

Advance towards share 836,250.00
Prepaid Cost Participation 644,000.00 826,846.00
Sub-total 644,000.00 1,663,096.00
Current

Staff Payable 65,364.28 49542.64
Corporate Social Responsibility - =
TDS Payable 7,145.63 874196
Other Payable 1,859,593.90 1,859,867.19
Advance Connection Fee 921,090.69 =
Sub-total 2,853,194.50 1,918,151.79
Total 3,497,194.50 3,581,247.79
Deferred Income Note 4.15
Particulars As at 31.03.2080 As at 32.03.2079
Grant Towards E/M Equipment 45,889,112.38 48,317,686.22
Grant Towards Black Stopping Material 740,265.20 740,265.20
Other Capital Grant 1,404,451.43 1,404,451.43
Total et iy 48,033,829.01 50,462;202,85
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Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
As at 31 Ashadh 2080

Deferred Tax Liahility/(Assets)

Note 4.16

Particulars

As at 31.03.2080

As at 32.03.2079 |

Property, Plant & Equipment and Intangible
Assets

12,788,616.60

12,172,302.75

Investment in Shares 5,016,964.08 3,758,432.28
Gratuity Liability (186,322.65) (993,775.94)
Leave Liability (272,582.04) (231,262.70)
Total 17,346,675.98 14,705,696.39

Deferred tax charged to SoPL

(1,382,447.80)

(895,137.92)

Trade Payable

Note 4,17

Particulars

As at 31.03.2080

As at 32.03.2079 |

Fee Received in Advance 48,340.69
Payable to NEA for electricity purchase - 3,885,813.60
Total - 3,934,154.29 |
Other Current Liabilities Note 4.18

Particulars As at 31.03.2080 As at 32.03.2079 |
Staff Welfare Fund 290,105.74 283,210.16
Total 290,105.74 283,210.16 |




Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2080

Revenue from operation Note 4.19
Particulars 2079-80 2078-79

Sale of electricity 38,406,665.20 40,107,950.00
Other services

Application Fee 13,075.00 12,650.00
Late Payment Fee 1,573,110.00 1,183,800.00
Temporary Level Upgrading 14,615.00 26,570.00
Disconnection Fee 96,700.00 53,740.00
Reconnection Fee 740.00 2,950.00
Cable Jaint Charge 793,747.00 785,338.63
SDB & Loss Damage Charge/Miscellaneous 461,196.25 305,792.18
Technical Service Charge 253,731.07 179,385.00
Level Upgrading Charge 630,249.60 619,294.00
Rent of Other Materials 3,000.00 3,000.00
New Connection Charges 2,071,648.54 1,616,015.40
Connection Fee (NDHH) 27,500.00 21,500.00
Earthing Charge 446,770.00 717,403.50
Sale EL 46,102.00 256,997.00
Total 44,838,849.66 45,892,425.71
Sale of Electricity decreased due to breakdown of coupling of machine-1 and machine-2, which resulted in
loss of generation of electricity for about three months by machine-1 and about one months by machine-2,




Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2080

Cost of Revenue Note 4.20
Particulars 2079-80 2078-79
Cost of Purchase 3,008,037.60 2,524,218.00
Electricity from NEA 3,008,037.60 2,524,218.00
Employee Expenses 11,671,348.77 10,348,557.15
Salaries 4,370,058.00 3,113,603.00
Remote Area Allowance 2,487,597.08 3,443,792.44
Children Allowance 68,400.00 55,195.00
PF Contribution 437,005.50 245,646.50
Dashain Bonus, PH & HQ Allowance 399,431.08 180,319.00
Accrued Gratuity Expenses 1,008,363.97 784,461.26
Accrued Leave Expenses 486,889.06 149,583.65
Training & Upgrading - 33,900.00
Communication Expenses 33,000.00
Electricity Rebate 39,592.50 35,857.50
Overtime 670,948.06 350,575.40
Staff Medical Scheme 129,367.73 143,198.25
NFRS interest expenses 18,804.07 50,433.27
Staff Bonus 1,520,891.72 1,761,891.88
Other Direct Expenses 11,307,857.86 9,789,992.64
Repair and Maintenance 4,789,080.69 3,063,313.40
Civil Structure (PH) 352,386.71 152,824.46
Building 1,231,472.17 156,595.28
Plant and Machinery 711,034.80 299,505.56
HT Transmission Line 601,595.05 480,045.10
LT Transmission Line - 1,797,168.57 1,886,812.07
Tools 95,419.39 87,530.93
Depreciation 6,518,777.17 6,726,679.24
Civil Structures 1,530,167.99 1,527,627.62
Plant and Machinery 2,007,474.76 1,984,865.44
High Tension Transmission Line 1,004,855.25 1,317,863.04
Low Tension Transmission Line 1,854,290.84 1,790,205.39
Tools 121,988.33 106,117.75
Total 25,987,244.23 22,662,767.79
Other Income Note 4,21
Particulars 2079-80 2078-79
Dividend income 335,097.59 85,705.28
Insurance Claim Received 469,317.00 -
Transferred from Deferred Income m 2,428,573.84 2,428,573.84
Total : 3,232,988.43 ,514,279.12
)
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Salleri Chialsa Electricity Company Ltd.

Notes to Financial Statements
For the year ended 31 Ashad 2080

Administrative and Operating Expenses Note 4,22
Particulars 2079-80 2078-79
Operating Expenses 2,300,072.36 1,809,552.53
Office Materials/Stationery 72,055.00 100,830.00
Printing, Copies & Bindings 60,795.00 53,121.00
Communication 81,394.74 109,109.89
Study Tour 43,100.00 39,000.00
Staff Travel 300,396.00 335,230.90
Audit Fee & Expenses 206,713.00 338,229.00
Bank Charges 4,161.00 947.00
Cultural Worship 138,165.00 165,765.00
Cleaning Material 21,109.00 44,050.15
Software/Web SiteUpgrading Expenses 46,612.50 -
Internal Electricity Consumption 46,902.00 44,494.00
Consultancy Services 27,000.00 91,100.00
Subscription/Signboard/Advertisement Expenses 94,204.00 21,060.00
Recruitment Expenses 29,045.00 20,185.00
Registration & Land Revenue 441,904.00 51,595.00
Per Diem 424,400.00 144,493.25
Transportation & Documentation 27,900.00 26,750.00
Miscellaneous Expense 12,329.50 30,120.79
Insurance Expenses 221,886.62 187,066.33
Social Activities 6,405.22
Shareholders/Directors Expenses 623,117.63 898,897.60
Directors Meeting Fees 15,500.00 19,500.00
Directors Lodging/Fooding 334,427.63 597,796.60
AGM Preparation Cost 273,190.00 281,601.00
Repair and Maintenance 62,625.33 48,912.61
Furniture & Fixture 10,295.00 1,503.13
Office Machine 15,360.33 8,900.00
Vehicles 36,970.00 38,509.48
Other Works 1,482,457.83 1,462,773.47
Compound Maintenance Work 435,663.79 309,716.19
Annual Maintenance costs 1,046,794.04 1,153,057.28
Depreciation and Amortization 1596,826.29 105,268.69
Office Equipment 152,816.29 77,145.74
Furniture and Fixtures - 6,249.85
Vehicles 44,010.00 11,002.50
Amortization of software - 10,870.60
Total 4,665,099.44 4,325,404.90
Total of depreciation and amaortization is as follows:
Particulars 2079-80 2078-79
Cost of Revenue ,.;_;'\-"gi;;;\ 6,518,777.17 6,726,679.24
Administrative and Operating Expenses /3“ N 196,826.29 -=105,268.69
Total {5 u.ukr:_;mu - 6,715,603.46
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Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2080

Total of repair and maintenance is as follows:

Particulars 2079-80 2078-79
Cost of Revenue 4,789,080.69 3,063,313.40
Administrative and Operating Expenses 62,625.33 48,912.61
Total 4,851,706.02 3,112,226.01
Income Tax Expenses

Note 4.23
Particulars 2079-80 2078-79
Current year tax expenses 5,395,105.79 5,034,807.88

Adjustment of previous year tax expenses

Total 5,395,105.79 5,034,807.88
Reconciliation of current year tax expenses

Particulars 2079-80 2078-79

Profit as per profit or loss statement 28,8596,942.72 28,826,508.78
Less: dividend income (335,097.59) (85,705.28)
Add: CSR expenses 6,405.22
Add: depreciation as per books 6,715,603.46 6,831,947.93
Add: repair as per books 4,851,706.02 3,112,226.01
Add: gratuity and leave expenses 1,495,253.03 934,044.91

Less: depreciation as per tax
Less: repair as per tax

(10,193,073.38)
(4,455,805.31)

(11,368,242.07)
(3,083,146.12)

Profit as per tax

26,975,528.95

25,174,039.38

Tax rate

20%

20%

Income tax expenses

5,395,105.79

5,034,807.88
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Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2080
Additional Information

Share Capital
Equity Shares: Company has equity shares of Rs. 10 face value. The composition of shareholders is as follows:

Shareholder Group Holding %

Current Year Previous Year
Swiss Development Corporation (SDC) - 33.00%
Nepal Electricity Authority 33.00% 33.00%
Solududhkunda Municipality 33.00% -
Local Residents 34.00% 34.00%

Swiss Agency for Development Cooperation (SDC) decided to handover the shares held by them to the local
government of Nepal, Solududhkunda Municipality, Solukhumbu. Accordingly, the decision was made in the
185" Board Meeting dated Jestha 9"’, 2080 to transfer the shares of SDC to Solududhkunda Municipality. Now
the Solududhkunda Municipality hold 3,30,000 number of equity shares of Rs.10 each and 25,706 number of
preference shares of Rs.1000 each. The process of share transfer is yet to be certified by the Office of Company
Registrar.

As per the terms of share transfer, Solududhkunda Municipality (SDM]} is required to invest a sum equal to the
shares transferred in their name within 2082 Ashad. Company is yet to receive any amount from SDM till
reporting date.

Preference Shares: Preference shares of the company are irredemahble and do not bear any dividend.
Preference shareholders are not entitled to any residual value of company as like of equity shareholders.
Preference shareholders are entitled only their investment amount on liquidation of company.

Composition of preference shareholders is as follows:

Shareholder Group Holding %

Current Year Previous Year
Swiss Development Corporation - : 50.00%
Nepal Electricity Authority 50.00% 50.00%
Solududhkunda Municipality 50.00% -

Other Components of Equity

Fair Value Reserve

This reserve is created to capture the fair value changes on equity investments made by the company. The
company has opted to present the changes in fair value of equity investment through other comprehensive
income. The reserve amount is net of deferred tax considered at normal corporate tax rate.

Emergency Fund/Renewal Fund
These funds have been carried over since many years with the objective of covering any unusual catastrophe or
losses to the company.

Deferred Income
Company has received various assets from SDC during construction phase and from various sources
subsequently for the purpose of assets generation. Such amount have been presented under repsective

heading of assets and the corresponding amouny \c eated as deferred income. Such deferred income is
TR
gradually transferred to statement of profit or |g on ann
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Salleri Chialsa Electricity Company Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2080
Additional Information
Related Party Transactions
Related parties of the company comprises of key management personnel. This includes Board of Director and
the General Manager of Company.

Board of Directors
The composition of Board on the reporting date is as follows:

Name Position Representation

Dr. Mingmar Gyelzen Sherpa Chairperson  Local Residents

Sameer Prasad Pokharel Director Nepal Electricity Authority
Santosh Kumar Jha Director Nepal Electricity Authority
Ganesh Prasad Luitel Director Nepal Electricity Authority
Nuru Lama Sherpa Director Local Residents

Dawa Gelu Pakhrin Director Solududhkunda Municipality
Tanki Maya Basnet Director Solududhkunda Municipality
Narayan Kaji Shrestha Director Solududhkunda Municipality

Board members are paid meeting fees of Rs. 500 per meeting and company bears the expenses of travel and
accommodation for directors traveling to attend the meeting.

General Manager
Mr. Bhoj Raj Tiwari serves as the General Manager in the role of executive chief of the Company since 16 Poush
2077.

General manager is paid salary and allowanes as per employment contract. This amount is exclusive of accrued
gratuity, leave amount and bonus.

Lien on company's assets
The assets of company are not pledged as collateral with any party.

Contingent Liability
Bank Guarantee
There is no any bank guarantee outstanding at the reporting date.

Litigations or legal cases
i. Tax matters
There is no any pending tax matters.

ii. Legal cases
There is no any pending legal case for or against the company.

Unexpired Letter of Credit
There is no unexpired letter of credit at the year end.

Capital Commitment
There is no capital commitment at the year end.




5.7

Additional Information

Salleri Chialsa Electricity Company Ltd.

Notes to Financial Statements

Fair Value Hierarchy of Financial Instrument

Fair value hierarchy of financial instruments are as follows:

As at 31.03.2080

For the year ended 31 Ashad 2080

Particulars Amount AC/FV Level 1 Level 2 Level 3

Financial Assets

Investments 124,274,728 | AC/FV 22,374,728 101,500,000

Trade receivable 8,386,970 | AC 8,386,970

Other financial asets 1,260,282 | AC 1,260,282

Cash and cash equivalents 32,202,584 | AC 32,202,584

Total 166,124,564 54,577,312 111,547,253

Financial Liabilities

Trade payables - | AC -

Employee benefit liabilities 3,939,457 | AC 3,939,457

Other financial liabilities 3,497,195 | AC 3,497,195

Total 7,436,652 - 7,436,652

As at 32.03.2079

Particulars Amount AC/FV Level 1 Level 2 Level 3

Financial Assets

Investments 105,340,600 | AC/FV 17,340,600 88,000,000

Trade receivable 13,787,932 | AC 13,787,932

Other financial asets 1,154,485 | AC 1,154,485

Cash and cash equivalents 20,758,361 | AC 20,759,361

Total 141,042,378 38,099,962 102,942,417

Financial Liabilities

Trade payables 3,934,154 | AC 3,934,154

Employee benefit liabilities 3,818,346 | AC 3,818,345

Other financial liabilities 3,581,248 | AC 3,581,248

Total 11,333,748 - 11,333,748
=
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