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T AT I q00 gfaeta
fraToreRr AT I BT I~ q00 gfaeta
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Yafag afaw Jr= q00 gfqera
3 B WA T BH AHH FAES
Tl Uk 3@ qTaR eTSa9F U HIes qF~ q00 gfFera
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festrgs fe=arst (m3/s) 3.40 Rated Generator Efficiency R© gfaer
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REPORT ON EXAMINATION OF PROSPECTIVE FINANCIAL STATEMENTS OF SHIKHAR
POWER DEVELOPMENT LIMITED

Report on the Prospective Financial Statements
Opinion
We have reviewed the prospective financial statements of M/s Shikhar Power Development Limited in

the accordance with the Nepal Standard on Assurance Engagements 3400 applicable (o the examination of
prospective financial information for the Financials years 2082-83, 2083-84 and 2084-85,

This projection has been prepared as per the requirement of Sceuritics Board of Nepal (SEBON) for the
approval of issuance of equity shares. The projection has been prepared using a set of assumptions that
include hypothetical assumptions about future events and management actions that are not necessarily
expected to occur. Consequently, readers are cautioned that this projection may not be appropriate for
purposes other than that described above.

Based on our examination of the evidence supporting the assumptions, nothing has come to our attention
which causes us Lo believe that these assumptions do not provide a reasonable basis for the projection.
Further, in our opinion the projection is properly prepared on the basis of the assumptions and is presented
in accordance with Nepal Financials Reporting Standards.

Basis for opinion

We have obtained sufficient level of knowledge of the business to be able to evaluate whether all significant
assumptions required for the preparation of the prospective financial information have been identified.

We are independent of the company in accordance with the ethical requirements that are relevant to our
examination of the prospective financial statement, and we have fulfilled our cthical responsibilitics in
accordance with these requirements. We believe that the prospective financial information is properly
prepared on the basis of the management’s best-estimated assumptions.

Qur responsibility under those standards is further described in the “Auditor’s Responsibilities for the
review of the prospective Financial Statement™ section of our report.

Responsibilities of Management for the Prospective Financial Statements

Management is responsible for preparing and presenting the Prospective Financial Statements, including
the underlying assumptions on which they are based.
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Auditor’s responsibilities for review of Prospective Financial Statements

Our objectives are to obtain limited assurance about whether the prospective financial information provides
a basis and assumptions for prospective financial statements. And also obtain sufficient appropriate
avidence as to whether:

e Management's best-estimate assumptions on which the prospective financial information is based
arc not unreasonable and, in the case of hypothetical assumptions, such assumptions are consistent
with the purpose of the information

»  The prospective financial information is properly prepared on the basis of the assumptions

o The prospective financial information is properly presented and all material assumptions are
adequately disclosed, including a clear indication as to whether they arc best-estimate assumptions
or hypothetical assumptions; and

o The prospective financial information is prepared on a consistent basis with historical financial
slalements, using appropriatc accounting principles.

Emphasis of Matter: Restriction on Distribution & Use

We draw attention Lo the fact that prospective financial statements are prepared as per the requirement of
the Securitics Board of Nepal (SEBON) for the approval of issuance of cquity shares. As a result, our report
and the attached prospective financials may not be suitable for another purpose other than for the purpose
of complying with the norms of issuing sharcs. Our report is intended solely for the purpose of issuing
shares as mentioned above and should not be used other than mentioned. Qur opinion is not modified in
respect of this matter.

CA Ram Prakash Sah
Partner

Kandel & Associates
Chartered Accountants
COP No: 1430

UDIN :

Dale: 22* Bhadra 2082
Place: Kathmandu, Nepal

UDIN Number:250908CA02156NgAqG
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3rd Floor, RA Complex, New Baneshwor-31, Kathmandu, Nepal @ Website: www.scanepal.com

Independent Auditor’s Report

To the Shareholders,

Shikhar Power Development Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of M/s Shikhar Power Development Limited (hereinafter
referred to as “the Company”) which comprise the Statement of Financial Position as at 32 Ashad. 2082 (16" July,
2025), and the Statement of Profit or Loss and Other Comprehensive Income, Statement of Changes in Equity and
Statement of Cash Flows attached thereto, for the period then ended, and Notes Forming Part of Financial Statements,
including a Summary of Significant Accounting Policies and other Explanatory Notes & Information.

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid Financial
Statements read together with Notes forming part of financial statements give a true and fair view of the Financial
Position of the company as at 32"¢ Ashad, 2082 (16" July 2025), its Profit/(Loss) including its Total Comprehensive
Income, Changes in Equity and its cash flow for the period then ended in accordance with Nepal Financial Reporting
Standards (NFRSs).

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of
our report. We are independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the Financial Statements under the provision of Companies Act, 2063 and the rules thereunder, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and Code of Ethics. 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 judgement, were most significant in our audit of the
financial statements of the financial period ended on 32" Ashad, 2082 (16th July 2025). These matters were addressed
in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, we do not provide
a separate opinion on these matters. We did not come across any matter that were considered to be as a Key Audit
Matter pertaining to our role as an independent auditor of standalone financial statements of the company.

Emphasis of Matter- Initial Public Offer (IPO)

We draw attention to Note-46 of the financial statements, which describes the company's intention to undertake an
Initial Public Offering (IPO). As disclosed in the note, the company has obtained approval for issuance of Initial Public
Offering (IPO) to General Public from Electricity Regulatory Commission (ERC) and the draft prospectus has been
filed with the Securities Board of Nepal (SEBON) which is in the final stage of preparing the necessary documentation.
The completion of the IPO is contingent upon regulatory approvals and market conditions, which are uncertain at this
time. Our opinion is not modified in respect of this matter.
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Other Information

Management is responsible for the other information. The other information comprises all information in the annual
report other than 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 in
the audit, or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other 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 these financial statements in accordance with
NERSs, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using going concern basis of accounting
unless management either intends to liquidate the Company or 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 are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with NSAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in aggregate, they could reasonably be expected to influence the economic decisions of
users taken based on these financial statements.

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain professional skepticism
throughout the planning and performance of 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 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 is 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, 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.
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*  We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

Report on Other Legal and Regulatory Requirements
As per requirements of section 115 of the Companies Act, 2063 (First Amendment 2074), we further report that:

= We have obtained information and explanations asked for, which, to the best of our knowledge and belief, were
necessary for the purpose of our audit.

* In our opinion, the company has kept proper books of account as required by the law so far, as appears from our
examinations of those books.

= The Statement of Financial Position, the Statement of Profit or Loss and Other Comprehensive Income, the
Statement of Changes in Equity and the Statement of Cash Flows have been prepared in compliance with the
Nepal Financial Reporting Standards (NFRSs) and are in agreement with the books of accounts maintained by
the company.

»  The Statement of Financial Position, the Statements of Profit or Loss and Other Comprehensive Income and the
Statement of Cash Flow read together with notes to account give information required by the Companies Act,
2063.

*  Neither we have come across any information about the misappropriation of the fund by the directors or any of
the representatives of the company’s staff during the course of our audit nor have we received any such
information from the management.

»  As per examination, we have observed following non-compliance with other legal and regulatory requirements:
i) With reference to note 42 of the notes to the accounts, the company has not made provision for any

liabilities relating to the employee benefits in accordance with Labour Act, 2074 and has neither been
registered with Social Security Fund as per the provision of Contribution based Social Security Act,
2074.

ii) As per section 95 of Companies Act, 2063, the meeting allowance to be receivable by the directors for
attending a meeting, their monthly remuneration, daily allowance and travelling allowance or other
facility shall be as determined by the general meeting. The remuneration of Narayan Prasad Upadhyay
(Chairman) amounting to NPR 957,500 and Saroj Prasad Dahal (Director) amounting to NPR 740,000
has not been approved by the company’s general meeting.

CA Sunil Chapain
Principal

Chartered Accountants
COP No: 708

UDIN: 250907CA00941Rmdyh

Date: 20" Bhadra, 2082
Place: Kathmandu, Nepal
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N.H. Adhikari & Associates

Chartered Accountants
Email: canhadhikari@gmail.com

Independent Auditor’s Report
To the shareholders,

Shikhar Power Development Limited

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of M/s Shikhar Power Development Limited (hereinafter
referred to as “the Company”), which comprise the Statement of Financial Position as at Ashad 31, 2081 (15"July
2024), the Statement of Profit or Loss and Other Comprehensive Income, Statement of Cash Flows and Statement of
Changes in Equity for the year then ended, and notes to the financial statements, including Corporate Overview,
Significant Accounting Policies and Other Explanatory forming part of Financial Statements.

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid Financial
Statements read together with Notes forming part of financial statements give a true and fair view of the Financial
Position of the company as at Ashad 31, 2081 (15th July 2024), of its financial performance and its cash flows for the
year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were most significant in our audit of the
financial statements of the financial year ended on 31st Ashad, 2081 (15th July 2024). 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. Our assessed key audit matters and how we addressed them are outlined
below to our role as an independent auditor of financial statements of the company.

Key Audit Matters How our audit addressed the Key Audit Matters

Sharing of Project Cost | We carried out discussion with the management and those charged with governance
With reference to Note- | regarding the sharing of the project cost and our audit approach included, but not
37, the company has | limited to followings:

reallocated the project o Wehave reviewed the Board minutes and discussed the basis of cost allocation
costs of NPR.61,552,306 between the two projects with the independent technical team and the
from the Upper Bhim management. ’

Khola Hydropower o We checked the supporting bills on sample basis whether the bill relates to the
Project (4.96 MW) to company and the projects.

the Lower Bhim Khola o We verified the payment of corresponding bill to the contractor and other
Hydropower  Project related parties through bank on sample basis.

(6.05 MW) e Siteinspection to ascertain whether the project s at the stages of cost sharing.

We considered management’s judgement on cost reallocation as appropriate.




Emphasis of Matter- Initial Public Offer (IPO)

We draw attention to Note-34 of the financial statements, which describes the company's intention to undertake an
Initial Public Offering (IPO). As disclosed in the note, the company has obtained approval for issuance of Initial Public
Offering (IPO) to General Public from Electricity Regulatory Commission (ERC) and the draft prospectus has been filed
with the Securities Board of Nepal (SEBON) which is in the final stage of preparing the necessary documentation. The
completion of the IPO is contingent upon regulatory approvals and market conditions, which are uncertain at this
time. Our opinion is not modified in respect of this matter.

Other Information

Management is responsible for the other information. The other information comprises all information in the annual
report other than 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 in
the audit, or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this other 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 these financial statements in accordance with
NFRSs, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Company's financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

e 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.

e Obtain an understanding of internal control relevant to the audit 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.

o 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 is 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, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that achieves
fair presentation

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

Report on Other Legal and Regulatory Requirements

As per requirements of section 115 of the Companies Act, 2063, we further report that:

We have obtained information and explanations asked for, which, to the best of our knowledge and belief, were
necessary for the purpose of our audit.
In our opinion, the company has kept proper books of account as required by the law so far, as appears from our
examinations of those books.
The Statement of Financial Position, the Statement of Profit or Loss and Other Comprehensive Income, the
Statement of Changes in Equity and the Statement of Cash Flows have been prepared in compliance with the
Nepal Financial Reporting Standards (NFRSs) and are in agreement with the books of accounts maintained by the
company
The Statement of Financial Position, the Statements of Profit or Loss and Other Comprehensive Income and the
Statement of Cash Flows read together with notes to account give information required by the Companies Act,
2063 in the manner so required and give a true and fair view:
i.  Incase of Statement of Financial Position, of the state of affairs of the company as at 31* Ashad, 2081;
and
ii.  Incase of Statement of Profit or Loss and Other Comprehensive Income, of the results of operation of
the company for the year ended on 31% Ashad, 2081; and
ii.  Incase of Statement of Cash Flows, of the cash inflow and outflow of the company for the year ended
on 31% Ashad, 2081

Neither we have come across any information about the misappropriation of the fund by the directors or any of
the representatives of the company’s staff during the course of our audit nor have we recelved any such
information from the management.

No accounting fraud has been observed during the course of our audit.

As per examination, we have observed following non-compliance with other legal and regulatory requirements:

H4
i.  With reference to note 24 of the notes to the accounts, the company has not made provision for any
liabilities relating to the employee benefits in accordance with Labour Act, 2074 and has neither been
registered with Social Security Fund as per the provision of Contribution based Social Security Act, 2074.

CA Narahari Adhlkaﬁ‘ 4500\,“\%“
Proprietor

N.H. Adhikari & Associates
Chartered Accountants

COP No: 724

UDIN: 240922CA00984YWUfx
Date: 26" Bhadra, 2081
Place: Kathmandu, Nepal



