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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF RU RU JALBIDHYUT PARIYOJANA LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Ru Ru Jalbidhyut Pariyojana Limited
(“the Company”), which comprise the Statement of Financial Position as at Ashad 31, 2080 (July 16,
2023), the Statement of Profit or Loss (including Other Comprehensive Income), the Statement of
Change in Equity and the Statement of Cash Flows for the year then ended on that date, and a
summary of the significant accounting policies and other explanatory information (hereafter referred to

as “the financial Statements”).

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid the financial statements presents fairly, in all material respects, the financial position of the
Company, as at Ashad 31, 2080 (July 16, 2023), and its financial performance, changes in equity,
cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information, in accordance with Nepal Financial Reporting Standards and comply with
Company Act, 2063 and other prevailing laws.

Basis for Opinion

We conducted our audit of the financial statements in accordance with Nepal Standards on Auditing
(NSAs). Our responsibilites 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 Handbook of The Code of Ethics for Professional Accountants
issued by The Institute of Chartered Accountants of Nepal (ICAN), and we have fulfiled our other
ethical responsibilities in accordance with the ICAN's Handbook of 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 audit opinion on the financial statements.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
the audit of the financial statements of the current period. These matters were addressed in the
context of the audit of financial statement as a whole, and in forming the auditor opinion thereon, and
the auditor does not provide a separate opinion on these matters.

We have determined that there are no any key audit matters to communicate in our report.

Information Other than the Financial Statements and Auditor’s Report Thereon

The Company's Management is responsible for the preparation of the other information. The other
information comprises the information included in the Management repert, Report of the Board of
Directors and Chairman’s statement 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.

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

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.
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Responsibility 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 Nepal Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of the financial statements that are free from

material misstatement, whether due to fraud and error.

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

The Board of Directors 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. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on

the basis of these financial statements.

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

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

override of internal control.

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

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

e 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 disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Company to cease {0 continue as a going concern.

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.

We also provide those charged with governance with a statement that we have complied with

relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and

where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements

Based on our examination, we would like to further report that:
i We have obtained all the information and explanations, which were considered necessary for the
purpose for our audit. A~
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The Company has kept proper books of accounts as required by law, in so far as it appears from
our examination of those books of account.

The Statement of Financial Position, Statement of Profit or Loss (including other Comprehensive
Income), the Statement of Changes in Equity and the Statement of Cash Flows and attached
Schedules dealt with by this report are in agreement with the books of account maintained by the
Company.

During our examination of the books of account of the Company, we have not come across the
cases where the Board of Directors or any member thereof or any representative or any office
holder or any employee of the Company has acted contrary to the provisions of law or caused
loss or damage to the Company and

We have not come across any fraudulence in the accounts, based on our sample examination of
the books

For, S. R. Pandey & Co.
Chartered Accountants

Place: Kathmandu
Date: 2080/08/21
UDIN: 231207CA00031XQ110
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Ru Ru Jalbidhyut Pariyojana Limited

Kathmandu, Nepal

Statemant of Financial Position as at Ashad 34, 2080 (July 16, 2023)

NFR

Particulars Notes Ashad 31, 2080  Ashad 32, 2079
ASSETS s
Non-Current Assets
Property, Plant and Equipments 5.1 4 BE3 775 4 240,656
Intangible Assets 5.2 537,657 475 554,796,839
Investment Froperty 5.3 14,123,311 14,123,311
Prajact Development Cost 520 10,267,507 -
Financial Assets At Other Comprehensive Income 6.5 110,000,000 -
Trade and other Receivables 56 28500 13,500
Total Non-Current Assets 676,840,560 573,174,366
Current Assets
Inventaries 57 6,525,308 4795473
Frepayments 5.4 2,975,094 35,589,160
Financial Assets Measured at Amortised Cost 518 - 71,500,000
Trade and other Receivables 55 93,167,144 104,477 B55
Cash and Cash Equivalents 5.8 30,490,203 27,512 752
Total Current Assets 132,757,760 EE,BH,EHI
Total Assets 09,598,3 817,049,606
EQUITY AND LIABILITIES
Equity
Share Capital 59 483 323 655 448 475,050
Reserve and Surplus 510 161,399 749 138,016,660
Share Advanca - -
Total Equity 654,723,404 586,492,710
Non Current Liabllities
Financial Liabilitias
Borrewings 511 92,730,958 133,930,881
Trade & Cther Payables 513 2,202 573 1,814 347
Total Non Current Liabilities 84,931,531 135,745,228
Current Liabilities
Financial Liahilities
Borrawings 511 53,055 664 85432 164
Employee benofit libilities 512 1.462 785 1,918,501
Trade and other payables 813 _ 5432 954 5,463 003
Total Current Liabilities 59,941 383 94,611,668
Total Equity & Liabililies 809,598,318 {049,606

The accompanying notes form an integral part of the financial statements.
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Ru Ru Jalbidhyut Pariyojana Limited

Kathmandu, Nepal

Statement of Profit or Loss and Other Comprehensive Income
For the Period from Shrawan 1, 2079 to Ashad 31, 2080 {July 17, 2022 to July 18, 2023)

NFR
For the Year Ended For the Year Ended
il NoteS  onAshad 31,2080  on Ashad 32, 2079
Revenus 514 134,954 457 151,622 841
Cost of sales 515 {44 743,200) (44,646 041)
Gross profit 90,251,237 116,576,800
Finance incomea 547 2,047 510 4,300978
Finance costs 517 (12,946 00&) {16,545 402)
Other Income 5189 1,428,700 -
Administrative expenses 518 (7.641,241) {8,851,000)
Impairment losses - -
Loss on Sale of Aszets _ - {12,333
Profit before taxes and stalf bonus ~ 73,138,258 95,825,043
Staff Bonus (1,462 7E5) {1,916.50 00}
Profit before taxes 71,675,492 93,908,542
Income tax expenses
Currernt Tax (696 172) (1,070,925)
Previous Year Tax
Deffered Tax Income / (Expenses) - -
Profit for the year 70,979,320 92,837,617
Other comprehensive income - -
Total comprehensive income 70,979,320 92,837,617
Earning Per Share
Basic 14.39 18.82
Diluted 14.38 18.82

Taotal profit and comprehensive income is attributable to the owners of the company.
The accompanying notes form an integral part of the financial statements.
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Ru Ru Jalbidhyut Pariyajana Limited
Kathmandu, Nepal

Statement of Cash Flow
For the Period from Shrawan 1, 2079 to Ashad 31, 2080 (July 17, 2022 1o July 16, 2023)

NPR
For the Year Ended on Far the Year Ended on
Particulars Ashad 31, 2080 Ashad 32, 2079
A. Cash Flow from Operating Activities
Met Profit before Tax 71,675,452 93,808 542
Adjustments for;
Depreciation of Property, Plant and Equipment B17.877 611,658
Amortization of Intangible Assets 22,246,832 22,103,452
{Gzain) / loss on sale of assels - 12,333
GCSR fund (388 226) (842 278)
Financial Cost 10,898,493 12,248,424
Interast Income on FD -
Bonus Paid
Ad|ustments for changes in working capital
{Increase)/ Decrease in Trade recaivables 11,205 711 (20,285,438)
(Increase)f Decrease in Prepaymenls 33,014,065 (33,855,740)
(Increasel Decrease in Inventories (1,729,835) 1.214.393
Increase ! (Decrease) in Trade and other Payables {1,801,731) 2,933 854

Payment of previous year expansa -

Payment of previous year fax L
Net Cash Flow from Operating Activities (1) 145,828,384 78,045 222
B. Cash Flow from Investing Activities

Changes in Fixed Daposits

(Increase)/Decrease in Investmant (48 757 50T) (79,039,811)
{Purchase) of Proparty, Plant and Equipments and Intangible assels {5,248 105) [425,830)
Sale of Praperty, Plant and Equipments and Intangible assets - BOL000
Net Cash Flow from investing Activities (2) (55,015,612 (79,405,641)

C. Cash Flow from Financing Activities
Procesds from Share Capital
Share |ssue Expensas

Changes in Borrowings {74 576, 423) (4,258,054}
Financial Cosi {10,808 408) {12,248 .424)
Cividend Paid [2.360,400) (45,056,044)
MNet Cash Flow from Financing Activities (3) (87,835,321} {61,563,522)
Net Increasel|Decrease) in Cash and Cash Equivalents [1+2+3) 2977451 (62,923,941)
Cash and Cash Equivalants at beginning of the yaar 27,612,762 80,435,693
Cash and Cash Equivalents at end of the year 30,490,203 27512752
Components of Cash and Cash Equivalents 30,480,203 27,612,752
Cash in hand and Balance with Banks 30,480,203 27 512752

Collateralised Borrowing and Lending Obligaticn . 2

As Per Owr Report of Even Date
5. R Parsley & Co.,

> {'“53

Govinda Chalise
Director

Aahish Subedi
Chairman

Directar Directar Director

Date: 2080708421
Placa: Kathmandu
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Significant Accounting Policies and Notes to Accounts

Reporting entity

Ru Ru Jalbidhyut Pariyojana Limited (‘the Company”) cperate a 5 MW hydropower plant as per the
terms of the license issued by Ministry of Electricity. The generated electricity is sold to MNepal
Electricity Autherity (NEA) as per rate provided in Power Purchase Agreement {PPA) entered into
between NEA and the Company.

Commercial Operation (COD) date is 2071 Chaitra 09, and the power generated from the project
is evacuated to Birbash substation in Gulmi district,

The company is a public limited company incorporated in Nepal under the Companies Act, 2083,
The registered office of the Company, and the principal place of business, is located at Kathmandu,
MNepal and production unit is located in Rupakot and Harewa VDC of Gulmi, MNepal. The company
was converied inte the Public limited company on 207 2/04/07,

The company is listed in NEFSE from Baisakh 19, 2078,

The Company does not have any subsidiary or an interest in associate or joint venture, Thus, these
financial statements are separate financial statements of the Company.

Board of directors

The composition of Board of Directors as on 314 Ashad, 2080 is as follow:

s (o Name e A ] ~ Position e
| Mr. Ashish Subedi Chairman
Mr. Chandra Bahadur Puin Directar
Mr. Govinda Chalise Director
Mr. Sagar Pathak Director
Mrs. Sarita Shakya Pradhan Director
| Mrs. Garima Adhikari Director
Mr. Kishor Prasad Ghimire Company Secretary
Basis of Preparation

The company while complying with the reporting standards, makes eritical accounting judgments
as having potentially material impact on the financial statements. The significant accounting policies
that relate to the financial statements as a whole along with the judgments made are described
herein.

Where an accounting policy is generally applicable to a specific item, the policy is described within
that relevant note. NFRS requires the company to exercise judgments in making accounting
estimates. Description of such estimates has been given in the relevant sections wherever they
have been applied.

Staterment of compliance

The financial statements have been prepared in accordance with Nepal Financial Reporting
Standards (NFRSs).

An explanation of how the transaction to NFRSs has affected the reported financial position,
financial performance and cash flows of the Company is provided in note.




2.2

2.3

2.4

2.5

2.6

The financial statements were authorized for issue by the Board of Directors on 2080/08/21.

Accounting Conventions

The financial statements have been prepared on a historical cost basis, as modified by the
revaluation of financial assets and liabilities at fair value through profit or loss.

The financial statements have been prepared on a going concern basis where the accounting
policies and judgments as required by the standards are consistently used and in case of deviations
disciosed specifically.

Presentation

The financial statements have been presented in the nearest Nepalese Rupees.

For presentation of the statement of financial position assets and liabilities have been bifurcated
inte current and nen- current distinction.

The statement of profit or loss and other comprehensive income has been prepared using
classification 'by nature' method.

Functional currency

Financial statements are presented in Nepalese Rupees, which ig the functional and presentation
currency of the company.

Current and Non-Current distinction

Assels

Apart from the property plant and equipment and deferred taxes assets all the assets are taken as
current assets unless specific additional disclosure is made in the notes for current and non-current
distinction.

Liahilities
Apart from the defined benefit plan obligations all the liabilities assets are taken as current liabilities
unless specific additional disclosure is made in the notes for current and non-current distinction,

Accounting Policies and accounting estimates

The company. under NFRS, is required to apply accounting policies to most appropriately suit its
circumstances and operating environment. Further the company is required to make judgements
in respect of items where the choice of specific policy, accounting estimate or assumption to he
followed could materially affect the financial statements. This may later be determined that a
different choice could have been more appropriate and actual results may differ from these
estimates,

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized prospectively.

Further, management uses valuation techniques to determine the fair value of financial instruments.
This involves developing estimates and assumptions consistent with how market participants would
price the instrument. Management bases its assumptions in observable data as far as possible.
Estimated fair values may vary from the actual prices that would be achieved in an arm's length
transaction at the reporting date.
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2.8

Accounting policies have been included in the relevant notes for each item of the financial
statements. The effect and nature of the changes, if any, have been disclosed.

NFRS requires the company to make estimates and assumptions that will affect the asseis,
liabilities, disclosure of contingent assets and liabilities, and profit or loss as reporied in the financial
statemants.

The company applies estimates in preparing and presenting the financial statements. The
estimates and underlying assumptions are reviewad periodically. Revision to accounting estimates
is recognized in the period in which the estimates are revised and applied prospectively.

Disclosures of the accounting estimates have been included in the relevant section of the notes
wherever the estimates have been applied along with the nature and effect of changes of
accounting estimates, if any,

Financial Periods

The company follows the Nepalese financial year based on the Mepalese calendar.

Discounting

Discounting has been applied where assets and liabilities are non-current and the impact of the
discounting is material,

Limitation of NFRS implementation

If the information is not available and the cost to develop would exceed the benefit derived. such
exception to NFRS implementation has been noted and disclosed in respective section.

Risk Management Framework

The Company's board of directors has overall responsibility for the establishment and aversight of
the Company’s risk management framework. The Company's risk management policies are
established to identify and analyses 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 Company's activities. The
Company aims to maintain a disciplined and constructive control environment in which all
employees understand their roles and obligations.

The Board of Directors oversees how management menitors compliance with the Company’s risk
management policies and procedures and reviews the adequacy of the risk management
framework in relation to the risks faced by the Company.

Credit risk management

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations and arises principally from the Company's
receivables from cuslomers. The receivables are due for payment from Nepal Electricity Authority
for supply of electricity billed in compliance with PPA agreement. The management does not
believe that the Company has any exposure to credit risk as the Nepal Electricity is owned by the
Government of Nepal and has monopaly in power distribution in Napal.




i,

4.1

Market risk management

Market risk is the risk that changes in market price, such as forsign exchange rates, intarest rates
and equity prices will affect the Company's income or the value of Its holdings of financial
instruments. The objective of market risk management s to manage and control market risk
exposures within acceptable parameters, while optimizing the return,

The Company's exposure to the risk of changes in market interest rates refates primarily to the
maintenance and if needed replacement of properly, plant and equipment machinery, which is
disclosed as Intangible Assets. The company has borrowed the long-term loan form bank and
financial institutions in local currency which is exposed to the risk of change of interest rates in
future,

Liguidity risk management

Liquidity risk is the risk that the Company will encounter difficulty in meeting the chligations
associated with its financial liabilities that are settled by delivering cash or another financial asset.
The Company's approach to managing liquidity is to ensure, as far as possible, that will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Company's reputation. Access to
sources of funding is sufficiently available and debt maturing within 12 months can be rolled over
with existing lenders.

Summary of Significant Accounting Policies

Property, plant, and equipment

Property, plant, and equipment are tangible items that are held for use in the production or supply
of goods or services, for rental to others, or for administrative purposes; and are expected to be
used during more than one period. Property, plant and equipment are stated at the cost less
accumulated depreciation and accumulated impairment losses.

Subsequent expenditure is capitalized only if it is probable that the fulure economic benefits
associated with the expenditure will flow to the Company.

Cepreciation is recognized so as to write off the cost of assets less their residual values ever their
estimated useful lives using the straight-line method.

The estimated useful life, residual values and depreciation methad are reviewed at the end of sach
reporting period, with the effect of any changes in estimate accounted for on a prospective basis.
The estimate useful lives of various assets are as follows:

["8NC[ 7 Typesofassets | = | " Estimated useful life- |
1 Furniture and Fixtures 10 Years
2 Office Equipment 10 Years
3 Vehicles 15 Years

As item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of asset. Any gain or loss arising
an the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognized in
profit or loss.




4.2

4.3

Intangible assets

The company obtained operation license from Mepal Electricity Authority ({NEA) on 30 Shrawan,
20693 B.S. for the period of 35 years to construct and operate a 5 MW hydropower project, and the
license expires on 29 Shrawan, 2104 B.S. This iz service concession arrangement entered into
between the Campany and NEA, that conferred the right to the Company to implement the project
and recover the project cost and reasonable return, through the sale of electricity to NEA as per
the rate provided by the Power Purchase Agreement (PPA) between the Company and NEA.

The cost of project is remeasured on 2074/04/01. So the remeasured cost of Project Assets are
amortized over remaining useful life (Operation License period) of 30.10 years (i.e. form 2074/04/01
to 2104/04/29). The amortization expense s included in the Cost of Sales.

Particulars Amount (NRs.)
Remaining cost of project after remeasurement as on 2074/04/01 665,314, 209.00
Date of project handover to GON A/29/2104
Date of projeci cost remeasurement 41112074
Eemaining life pf project (Days) 10,885.00
Remaining life pf project (years) | 30.10
Annual amorization of project assets from FY 2074/75 | 22 103,462.09

The revenue from sale of electricity to NEA is recognized at the rate specified in the Power
Purchase Agreemant, as per NFRS 15 Revenue from coniract with costumer, which is disclosed
in Note.

Owned Intangible assets

An intangible asset is recognized if it is probable that the extended future econamis benefits that
are attributable to the asset will flow to the entity and the cost of the asset can be measured reliably.

Intangible asset acquired separately with finite life

Intangible assets with finile useful lives that are acquired separately are camried at cost less
accumuiated amartization and accumulated impairment losses. Subsequent expenditure Is
capitalized only when it increases the future economic benefits embodied in the specific asset to
which it relates. Amartization is recognized on a straight-line basis over their estimated useful life,
and has been charged to Intangible assets under development.

The entity has expensed an amount of NPR, 4,979,159 as an overhauling cost of turbines. As per
technical analysis, such overhaul need to be done in interval of 4 years in future. So management
has decided to amortize such cost for 4 years and hence this capitalized amount has been
amortized for 4 years.

Investment property

A property that is held to earn rentals or for capital appreciation or both rather than for use in the
production or supply of goods or services or for administrative purposes; or sale in the ordinary
course of business, by the company are accounted for as investment properties.

Investment property is recognized as an asset when it is probablz that the future economic benefits
that are associated with the property will flow to the entity, and the cost of the property can he
reliably measured.

An investment property is measured initially atits cost. The cost of a purchased investment property
comprises of its purchase price and any directly attributable expenditure. The cost of a self-




4.4

4.5

4.5.1

constructed investment property is its cost at the date when the construction or development is
complete.

Subsequent expenditure is capitalized to the assel’s carrying amount anly when it is probable that
future economic benefits associated with the expenditure will flow to the Company and the caosl of
the item can be measured reliably,

After initial recognition, investment property is accounted for in accordance with the cost model as
set out in NAS 16 Property, Plant and Equipment — cast less accumulated deprecistion and less
accumulated impairment losses

All other repairs and maintenance costs are expensed when incurred. When part of an investment
property is replaced, the carrying amount of the replaced part is derecognized.

Invesiment properties are derecognized when they have been disposed.

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. Inventaries of stores, spare parts
and loose tools are stated at the lower of cost and net realizable value. Met realizable valus
represents the estimated seling price for inventories in the erdinary course of business less all
estimated costs of completion and estimated costs necessary to make the sale.

Financial Instruments

The company's principal financial assets comprise assets held at fair value through profit and loss,
assets measured at amortized cost, loans and receivables. The main purpose of these financial
instruments is to generate a return on the investment made by shareholders. The company's
principal financial liabilities comprise accrued expenses and other payables which arise directly
from its operations.

In accordance with NFRS 9; Financial Instruments: Recognition and Measurement, the company's
interest receivables are classified and measured at Amortized cost method. Equity securities /
debentures | bonds are classified as fair value through profit and loss or Fair Value through OCI.
The amount sttributable to shareholders is classified as equity and is carried at the recemption
amount being net asset value. Payables are measured at amortized cost.

Classification

The Company's investments are classified as fair value through profit or loss, fair value through
OC| and at amortized cost. They comprise:

Financial assets at Amortized Cost

Financial assets whose objective is to collect Contractual Cash flow and Contractuzl Cash flow
received in specified day includes interest and principal is classified 2t amortized Cost. These
includes Fixed Deposit invesiment, staff loans receivable and trade receivable. These are
measured at amortized cost,

Financial assets and liabilities held at fair value through profit or loss

Financial assets whose objectivel business model is not to collect Contractual Cash flow but to
gain from movement is fair value is classified at fair value through profit or loss. These includes
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investment in equity shares. Gain on movement of fair value iz charged to statement of profit or
loss.

Financial assets and liabilities held at fair value through OCI

In rare circumstances, financial assets whose objective or business model is not to collect
Contractual Cash flow is classified at fair value through OCI. Investment in equity which are not
regularly traded are classified at fair value through OCI The gainfloss on movement in fair value is
charged to OCL. Its tax impact is also charged into OCI. The gain or loss on disposal of investment
classified as fair value through OC| is charged to equity.

Recognition / De- recognition

The company recognizes financial assets and financial liabilities on the date it becomes party to
the confractual agreement (trade date) and recognizes changas in fair value of the financial assats
of financial liabilities from this date.

Investments are derecognized when the right to receive cash flows from the investments have
expired or the company has transferred substantially all risks and rewards of ownership.

Financial liabilities at fair value through profit or loss are derecognized when the obligation specified
in the conlract is discharged or expired.

Realized gains and realized losses on de-recognition are determined and are included in the profit
or loss in the period in which they arise. The realized gain is the difference between an instrument's
cost and disposal amount,

Measurement

Financial assets and liabilities held at fair value through profit or loss
At initial recognition, the company measures a financial asset at its fair value.

Subsequent ta initial recognition, all financial assets and financial liabilities at fair value through
profit or loss are measured at fair value. Gains and losses arising from changes in the fair value of
the 'financial assets or financial liabilities at fair value through profit or loss' category are presented
in the statement of profit or loss and other comprehensive income within net gains/({losses) an
financial instruments held at fair value through profit or loss in the period in which they arise,

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
crderly transaction between market participants at the measuremenl date.

The fair value of financial assets and liabilities tradad in aclive markets is subsequently based on
their guoted market prices at the end of the reporting period without any deduction for estimatad
future selling costs. The guoted market price used for financial assets held by the company is the
closing price.

The fair value of financial assets and liabilities that are not traded in an active market are
determined using valuation technigues,
Financial assets measured at amortized cost

Financial assets at this category are measured initially at fair value plus transaction costs and
subsequently amortized using the effective interest rate method, less impairment losses if any.
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Such assets are reviewed at the end of each reporting period to determine whether thera iz
objective evidence of impairment.

If evidence of impairment exists, an impairmeant loss is recognized in profit or loss as the difference
between the asset's carrying amount and the present value of estimated future cash flows
discounted at the original effective interest rate.

Ifin a subsequent period the amount of an impairment loss recognized on a financial asset carried
at amortized cost decreases and the decrease can be linked objectively to an event occurring after
the write-down, the write-down is reversed through profit or loas.

Receivables may include amounts for dividends, interest and trade receivables. Dividends are
agcrued when the right to receive payment is established. Interest is accrusd at the end of each
reporting pericd from the time of last payment.

Receivable are recognized and carried at eamortized cost, less a provision for any uncollectable
debts. An estimate for doubtful debt is made when collection of an amount is no longer probable.

Recoverability of receivable is reviewed on an ongoing basis at an individual portfolio level,
Individual debls that are known to be uncollectable are written off when identified. An impairment
provision is recognized when there is objective evidence that the Company will not be able to collect
the receivable. Financial difficulies of the debtor, default payments are considered objective
evidence of impairment. The amount of the impairment loss is the receivable carrying amount
compared to the present value of estimated future cash flows. discounted at the original effective
irterest rate.,

Explanatory Note: Classification of Financial Instruments

Financial Assets As at 31* Ashad, 2080

TR ool pooes TR e T
 Financial Assets | MSSORAVRINVANS | oo ramortizedicosts
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Cash and cash eguivalent - 30,480,203
Trade Receivables - 93,143,578
Equity Investment - 110,000,000
Dabt Instrument

Total - 110,000,000 123,633,782

Financial Assets As at 32" Ashad, 2079
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Cash and cash equivalent 2

Trade Recelvables - 104,447 312
Equity Investment -
Debt Instrument 71,500,000

Total - - 203,460,064
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Financial Liabilities As at 31* Ashad, 2080

Ailesiuaies . || TUREEGS | Labies stamortaag

S G S T ] T FVIQCI
Trade and other payables - 4 650,770
Borrawing - 145,786,622
Total - - 150,437,342

Financial Liabilities As at 32™ Ashad, 2079

i G | s PMPES _ FvTOCI IR

Trade and other payables - 5,227 121

Eomowing - 220,363,045
Total - = 225,690,166

Prepayments

These are expenses paid for the period beyond the financial period covered by the Financial
Statements. These will be charged as expenses in the respeclive period for which such expenses
pertain to.

The transaction costs of an equity transaction are accounted for as a deduction from equity (net of
any related income tax benefit) to the extent they are incremental costs directly attributable to the
equity transaction that otherwise would have been avoided. The costs of an equity transaction that
is abandoned are recognized as an expanse.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-
term, highly liquid investments maturing within 90 days from the date of acquisition that are readily
eonvertible into known amounts of cash and which are subject to an Insignificant risk of changes in
value.

The carrying amount of cash and cash equivalents are representative of their fair values as at the
respective reparting date.
Trade and Other Receivables

The trade receivables that fall under the classification of financial instruments are camried at
amortized costs and those other assets that do not fall within the definition are carmried at cost.
These instruments are regularly menitored for impairment.

Investment in Term Deposits

These are the instruments which are held with the intention for settlement of principal and interest
only, with no other costs or premiurn/discounts being involved, the intrinsic coupon rate is taken as
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4.12

4.13

4.14

effective interest rate for all term deposits. The company has intention and capacity to hold these
instruments until their respective maturity dates.

The rates implicit on these deposits approximate the effective interest rates and the sarme rates are
used to calculate the interest (finance) income and for the purpose of calculating the amortized
costs of these assets. The carrying value of these assets represents the amortized costs,

Share Capital

Financial instruments issues are classified as equity when there is no contractual obligation to
transfer cash, other financial assets or issue available number of own equity instruments.
Incremental costs directly attributable to the issue of new shares are shown in equity as deduction
net of taxes from the proceeds,

Share Capital represents the nominal (par) value of ordinary equity shares that have been issued.
Rights, preferences, and restrictions attached to equity shares

The company has a single class of equity shares. According, all equity shares rank equally with
regards to dividends and shares in the Company’s residual assets. The equity shares are entitled
to receive dividend was declared from time to time and approved by annual general meeting. The
voting rights of an equity shareholder on a poll (not on show of hands) are in proportion to its share
of paid-up equity capital of the Company. Voting rights cannot be exercised in respect of shares on
which any call or other sums presently payable have not been paid.

Equity Shares listed with NEPSE on Baisakh 20, 2078.
Distributions
The distributions if any to shareholders are recognized in statement of change In equity.

Reserve & Surplus

itincludes share premium and the accumulated profit or loss as on the reporting date

Corporate Social Responsibility fund

It is created at the rate of 19 of net profit after tax as per the requiremeant of Industrial Enterprises
Act, 2078. 1t has been classified as trade and other payable, All the expenses done on behalf of
corporate social responsibilities are charged to this fund.

Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Incidental cost of
borrowings is amartized over the period of borrowings which approximates the finance cost as per
effective interest method,

Borrowings are classified as current liabilities if payment is due within cne year or less. If nat, they
are presented as non-currant liabilities

All incidental cost of borrowings was previously capitalized to project assets. Now the incidental
cost of borrowings up to commercial date of operation has been included in Project Assets and
remaining incidental cost is amortized aver the period of borrowings. All long-term loans have now
been measured at amortized cost.
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Trade and Other Payables

Trade and other payables mainly consist of amounts the Company owes to suppliers and
govemment authority that have been invoiced or are accrued. These amounts have been initially
recognized at cost and it is continued to be recognized at cost as it fairly represents the value to
be paid since it does not include interest on payment.

Revenue

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured,

Revenue from sale of electricity is recognized at the time of issuing invoice to Nepal Electricity
Autharity (NEA) as per the Power Purchase Agreement (PPA),

Cost of Sales

Cost of sales includes amortization expenses of project assets, royalty expenses and other
expenses incurred at site for the operation and maintenance of the project assets, Direct employee
benefit expenses of site office staff are also included in cost of sales,

Royalty Expense

As per Section 11 of Electricity Act, 2049(1992), the licensee shall have to pay royalty to
Government of Nepal at a rate of Rs. 100 for each installed kilowatt of electricity per year plus 2%
of the average tariff per unit (per kilowatt hour) for a term of up to 15 years from the date of
generation of electricity for commercial purpose. The rayalty expense has been included in Cost of
Sales.

Income from financial instruments at fair value

Gains and losses arising from changes in the fair value of financial instruments held at fair value
through profit or loss are included in the statement of profit or loss in the period in which they arise.

Gains and losses arising from changes in the fair value of available-for- sale financial assets are
recognized directly in profit or loss unless an irrevocable selection is done to charge it through
Other Comprehensive Income. Once such selection is done the changes in fair value is also
charged through Other Comprehensive Income unless the assels is derecognized. The gain or loss
on disposal of available for sale financial assets is recognized directly in profit or loss,

Dividends on equity instruments are recognized in the statement of profit or loss within other income
when the Company's right to receive payment is established,

Realized gain is the difference between the cost price and realized price on the sale of the shares
afler deducting the selling expenses,

Unrealized gain is the difference between the cost price and the closing market price available at
the end of the reporting period or the latest trading price if the closing price as on the year end is
not available,

Other income

All the incomes that are not qualified to be classified as revenue is treated as other income,




4.21

4.22

4.23
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4.24.1

4.24.2

Administrative Expenses

Expenses incurred for the company during the reporting period for administrative purpose are
classified under administrative expenses.

Finance cost and income

All the interest expenses against the loans and advances and the unwinding of discount on financial
liabilities are calculated using effective interest rate method.

Interest income comprising of finance income includes interest received from bank,

Interest income is recognized in profit or loss for all financial instruments measured at amorized
cost using the effective interest methad.

Met finance cost represents the net off between the interest incomes and interest expensas.

The effective interest method is a method of calculating the amortized cost of a financial asset or
financial liability and of allocating the interest income or interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts throughout the expected life of the financial instrument, or a shorter period where
appropriate, to lhe net carrying amount of the financial asset or liability. When calculating the
effective interest rate, the Company estimatss cash flows considering all contractual terms of the
financial instrument but does not consider future credit losses. The calculation includes all fees
paid or received between the parties to the contract that are an integral part of the effective interest
rate, including transacton costs and all other premiums or discounts.

Lease Payments

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset
are classified as operating leases. Payments made under operating leases are to be recognized
on a straight-line basis over the term of the lease according to NAS 17 Lease.

Taxation

Income Tax expense represents the sum of the current tax and deferrad tax.

Current Tax

Current tax which comprises expected tax payable, or receivables is based on taxable profit or loss
for the year based on Nepalese tax laws and any adjustments to the tax payahle or receivable in
respect of previous years. The Company's liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of the reporting period.

Current tax assets and liabilities are offset if certain criteria are met.

The Company has not recognized any current tax expenses with respaect to income from sale of
electricity as it is in full lax concession up to Chaitra 08, 2081. The Company has provided for
income tax liability pertaining to other incomes except income from ordinary activities i.e. sale of
electricity in accordance with the Income Tax Act, 2058 enacted and as applicable in Nepal.

Tax holiday

The Company's operations are subject to tax holiday as per section 11{3gha) of Income Tax Act,
2058. The Company enjoy the full tax concession for first 10 years of operation and 50% for next
five years regarding jncome generated form electricity generation, The Company enjoy full tax

i
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concession up to Chaitra 08, 2081 and 50% tax exemption from Chaitra 09, 2081 to Chaitra 08,
2086, The temporary differences that reverse during a tax holiday period are not recognized in
financial statermeant.

Deferred Tax

Deferred tax is recognized on temporary difference between the carrying amounts of assets and
liakilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences,
Deferred Tax Assets (DTA) are generally recognized for all deductible temporary differences,
unused tax losses and unused tax credits to the extent that is probable that taxable profits will be
available against which those deductible temporary differences, unused tax losses and unused tax
credits 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 is no longer probable that sufficient taxable profil will be available to allow
all or part of the asset to be recovered.

Deferred Tax Liabilities (DTL) and assets are measured at the tax rates that are expectad to apply
in the period in which the liability is settled or the assets realized, based on tax rates {and tax laws)
that have been enacted or substantively enacted by the end of the reporting period. The
measurement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the manner in which the company expects, at the end of the reparting period, to recover or
seftle the carrying amount of its assels and liabilities.

The company has no any deferred tax assets and liabilities as an reporting period.
Foreign currency transaction

In preparing the financial statements of the Company, transaction in currencies other than the
Company’s functional currency (foreign currencies) are to be recegnized at the rates of exchange
prevailing at the dates of transactions.

Al the end of each reporting period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at the date. Non-monetary items carried at the fair value that
are denominated in foreign currencies are retranslated at the rates prevailing at the date when the
fair vaiue was determined. Non-monetary items that are measured in terms of historical cast in
foreign currency are not retranslated.

Impairment

At the end of each reperting period, the Company reviews the camying amount of its tangible and
intangible assets other than financial 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 group of cash generating
units for which a reasonable and consistent basis can be identified,

Intangible assets with indefinite useful lives and intangible assets not yel available for use are
tested for impairment at least annually, and whanever there is an indication that the asset may be
impaired,
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Recoverable amount is the higher of fair value less cost to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present valug using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset or cash generating unit

If the recoverable amount of an asset (or cash generating unit) is estimated to be less than its
camying amount, the carrying amount of the asset (or cash generating unit) is reduced to its
recoverable amount. An impairment loss is recognized immediately in the statement of profit and
loss.

When an impairment loss subsequently reverses, the carrying ameount of the asset (or cash
generating unit) is increased to the revised estimate of its recoverabla amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognized for the asset {or cash generating unit} in prior years. A
reversal of an impairment loss is recognized immediately in the statement of profit and loss,

Employee benefits

The Company provides employee benefits in accordance with its by-laws which is in compliance
with the local laws and regulations. The employee benefits are classified as current benafits and
post-employment benefits.

Defined contribution plan

A defined contribution plan is a post-employment plan under which an entity pays fived contribution
intc a separate entity and will have no legal or constructive obligation to pay further amounts.
Obligations for contributions to defined contribution plans are recognized as an employee benefit
expense in the statement of profit or loss in the periods during which servicss are rendered by
employees. Employees are eligible for Employees’ Provident Fund Contributions and Employees’
Trust Fund Contributions in accordance with the respective statutes and regulations,

Contributions to defined contribution plans are recognized as an expense in the statement of profit
or loss as incurred.

Employees' provident fund

The company has booked the liability of 10% of the basic salary of each employee as per the
pravisions of Labor Act, 2074 to be contributed to Employees’ Provident Fund managed by
government of Mepal.

Citizens' investment trust

The company does not contribute to citizens' investment trust, but employee may conbribute
according to their preference.

Gratuity

The new Labour Act 2074 was applicable from Bhadra 19, 2074 which requires payment of
minimum Gratuity of at least 8.33% of basic salary to all staff (equal to ane-month salary per year).
These benefits are treated as defined contribution plan and provided accordingly,

The company has booked the liabflity against gratuity of 8.33% of the basic salary of each employee
as per the provisions of Labour Act, 2074,
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4.27.2 Defined benefit plan

4.27.3

4.28

4.28

A defined benefit plan is a post-employment benefit plan other than a defined confribution plan
The liability recognized in the financial statements in respect of defined benefit plans is the present
value of the defined benefit obligation as at the reporting date. The defined benefit obligation is
calculated as at the reporting date based on an internally generated model using formula or based
on actuary valuation,

Contributions to defined contribution plans are recegnized as an expense In the statement of profit
or loss as incurred.

Staff Bonus

Staff is provided annual bonus under the provision of the Eleciricity Act, 2049 and Rules 2050 at
the rate of 2% of Profit before staff bonus. It is created as per annual profit and paid in the
subsequent period.

Provisions and contingent liabilities

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

The amount recognized as a provision s the best estimate of the consideration required to seitle
the present obligation at the end of the reporting period, taking in to account the risks and
uncertainties surrounding the obligation. VWhen a provision is measured using the cash flows
estimated to settle the present cbligation, its carrying amount is determined by discounting the
expected future cash flows at a pre-tax rate that reflects curent market assessmeant of time value
of money and the risks specific to the liability (when the effect of the time value of money is
material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognized as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivabla can be measured reliably.

(i} A contingent liability exists when there is a possible but not probable abligation, or a present
abligation that may, but probably will not, require an outflow of resources, or a present chligation
whose amount cannot be estimated reliably. Contingent liabilities do not warrant provisions but are
disclosed unless the possibility of outflow of resources is remote. Contingent assets are neither
recegnized nor disclosed in the financial statements. However, contingent assets are assessed
continually and if it is virtually centain that an inflow of economic benefits will arise. the asset and
related income are recognized in the period in which the change occurs.

There are no reportable contingent liabilities or commitments as at the year end.

Valuation hierarchy

Assets and liabilities carried at fair value or for which fair values are disclosed have been dlassified
into three levels according to the significant inputs used to determine the fair values. The Company
recognizes transfers between levels of the fair value hierarchy when there is a significant change
in either its principal market or the level of the inputs to the valuation technigues as at the end of
the reporting periad.

Level 1 fair valus measurements are those derived from unadjusted quoted prices in active markets
for identical assets or liabilities.




Level 2 valuations are those with quoted prices for similar instruments in active markets or quoted
prices for identical or similar instruments in inactive markets and financial instruments valued using
models where all significant inputs are observahle,

Level 3 portiolios are those where at least one input, which could have a significant effect on the
instrument's valuation, is not based on observable market data,

The company has valued its investment in unlisted share at the cost price of such investment.

4.29.1 Fair value of financial instruments held at amortized costs on recurring basis

The following table shows the carrying amounts of the financial instrument and their classification
as per their valuation.

Hierarchy of fair value of financial assets

_ " 3sthshad, 2080 | Levell | Hevelz |  Levels .
Financial Assets Measured at
Amortized Cost 123,633,782
Elg?nmal Assets measured through 110,000,000
Total - - 233,633,782
© 32nd Ashad, 2079 | Levelt [ Levetz | - . :
Financial Assets Measured at
Amortized Cost 203,460,064
Financial Assets measured
through OCI
Total - - 203,460,064
Hierarchy of fair value of financial liabilities
. 3stAshad, 2080 - | ‘Level1 | Level2z | S Leveld i
Financial Assets Measured at
Total 150,437,392
bR 32ndA5had,2ﬂT9 - e Lﬂ'ﬂﬁ]f i 'EIf'Eg.rj_._fp[:‘z.-'::: T Leveld B
Financial Assets Measured at
Amaortized Cost 225,590,166
Total 225,590,166

4.29.2 Fair value Level 3 disclosures

The following sels out the basis of establishing fair values of amortized cost financial instruments.
These are nat generally traded and there is a significant level of management judgment involved
in calculating the fair values.
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Prepaid expenses & advances

These assets are generally with the residual maturity of less than one year. The impact of
discounted cash flows of thase assets with maturity period of more than one year is insignificant,
Therefore, the fair value of other assets generally approximates the carrying amount,

Trade receivables

These assets are generally with the residual maturity of less than one year, The impact of
discounted cash flows of those assets with maturity period of more than one year is insignificant
Therefore, the fair value of ather assets generally approximates the carrying amount.

Cash flow statement

The statement of cash flows has been prepared by using the “indirect method® of preparing cash
flows in accordance with the Nepal Accounting Standard — NAS 7 on ‘Statement of cash flows.,
Cash and cash equivalents comprise of cash in hand and cash at bank,

NFRS-15: Revenue from contract with customers:

The NASE issued a new standard for revenue recogrition which overhauls the existing revenue
recognition standards. The new standard is based on the principle that revenue is recognized when
contrel of goods and service transfer to a customer. The standard requires the following five step
medel framework to be followed for revenue recognition:

Identification of the contracts with the customer
Identification of the performance cobligations in the contract
Cetermination of the transaction price

Allocation of the transaction price to the performance obligations in the contract (as identified in
step i)

Recognition of revenue when the entity satisfies a performance obligation.

The new standard is effective for annual periods starting from 16 July 2021, which is adopted in
this financial stalement.

NFRS 16: Lease

NFRS 18 introduces a single lessee accounting model and requires a lessee to recognize assets
and liabllities for all lzases with a term of more than 12 months uniess the underlying asset is of
low value. A lesses is required to recognize a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to make lease payments.

A lessee measures right-of-use assets similarly to other non-financial assets {such as property,
plant, and equipment) and lease liabilities similarly to other financial liabilities. As a consequence,
a lessee recognizes depreciation of the right-of-use asset and interest on the lease liability. The
depreciation would usually be on a straight-line basis. In the statement of cash flows. a leszee
separates the total amount of cash paid into principal (presentad within financing activities) and
interest (presented within either operating or financing activities) in accordance with MAS 7.

NFRS 16 substantially carries forward the lessor accounting requirements in NAS 17. Accordingly,
a lessor continues to classify its leases as operating leases or finance leases, and to account for
thoze two types of leases differently.




The new standard is effective for annual perods starting from 16 July 2021 but this standard is nat
applied in this financial statement because the difference in valus from transition from NAS 17 to
NFRS 16 is insignificant and the cost of implementation of NFRS 18 outweigh the benefit from it
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5.4

5.5

5.6

57

5.8

Investment proparty
Particulars Ashad 31, 2080 Ashad 32, 2079
Land 14,123,311 14,123 311
Total 14,123,311 18,123,311
Prepayments
Particulars Ashad 31, 2040 Ashad 32, 2079
Advance Io Party 247 500 275,842
Advance for Share (Mewz Developars Lid) - 30,000,000
Prepald Insurance Fremium 1,445,882 1.448 568
Advance Tax Ba1.712 1,070,471
Letter of Credit = 2 704,270
Total 2,575,094 15,585 160
Less: Non-current - =
Turrent 2,575 054 35 589,160
Financials Assets measured through Other Comprehansive Income
Particulars Ashad 31, 2080 Ashad 32, 2079
Share investment in Mewa Davelopers Ltd 50,000,000 -
Share investmeant in Karali Watar Power Put Lid 60,000,000 -
Total 110,000,000 5
Trade and other Receivables
Farticulars Ashad 31, 2080 Ashad 32, 2079
fate Recenabies [MEA) ular 17,186,260 28,504 904
Trade Recesvables (NEA)-Fosted 75,928,818 75926818
Stalf Advance 52,066 44,043
Long-term Deposils 28,500 13,500
Total 81,195,644 104,491,355
Less: Non-currant g .
“Current 93,167,144 104,477,058
Inventories
o Particulars Ashad 31, 2080 Ashad 32, 2079
Sparc Parts €.25308 4705473
Total 6,525,308 4,795.473
Cash and cash equivalents
Particulars Ashad 31, 2080 Ashad 32, 2079
Cash in hand 5,312 10,620
Balanceas with banks on cuman account 30,483,591 27502 132
Total 30,490,203 27 512,762
Share Capital
Particulars Ashad 31, 2080 Ashad 32, 2078
Authorized
Ordinary shares of NPR 100 each 500,000,000 500,000,000
Issued
Crdinary shares of NPR 100 each 485,323 G55 448 476,050
Subscribed and fully Paid Up
Ordinary shara of NFR 100 each 493,313 655 448 476,050
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5.14

313

Reserves and Surplus

Particulars Ashad 31, 2080 Azhad 32, 2079
Share Pramiom 55,510 AR B0
Accumidated profil/ (Loss) 161,344 239 137,961,150
Total 161,189,749 138,016,660
Borrowings
Pariculars Ashad 31, 2080 Ashad 32, 2079
Bank'ﬁmmlngs 147 810,000 193,290,000
Less: NFRS Adjustrment {2,076 955) {3,777 .801)
Add: Unwinding of Interest Y3577 850,548
Total non current berrowings 145,786,622 150,363,045
Tess: Instaliment payabie within next 12 monihs 53,055,664 56,432,164
Net non-curent borrowings (4] 958 133,330, 88
Installment payable within next 12 months 53,055,664 56,432 164
Loan Against FD - 30,000,000
Total currant borrowings [B) 53,055,664 86,432 164
Total borrowings (A+B) 145,786,622 220,363,045
Employee benefit liabilities
Particulars Ashad 31, 2080 Ashad 32, 2079
Staff Bonue Payable 1,482,765 1.918,501
Total 1,462,765 1,816,601
Less: Non-current = =
“Current 1,462,765 1,816,501
Trade and other payables
Farticulars Ashad 31, 2080 Ashad 32, 2078
Audit Fes Payable 122 R50 122 &l
Accrued Rent (NFRS adjustment) 60,000 78,150
Incoma tax liability 702,207 1,070,825
Royalty Payahle 1,860,940 2,066,869
TDS Payable 9,977 BG,807
Interest Payable 458,132 612,173
Oiher Liabilites 2,199,047 2405 409
Corposate Secial Responsibility Fund 2,202,573 1,614,347
Total 7,625,587 8,277,350
Less: Non-current 2,202, G114 347
“Current 5,422,954 B.464,003
Revenue
or the Tear & or the Tear En
Particulars on Ashad 31, 2080  an Ashad 32, 2079
Eleciricity Sales 14 994 437 161,622,841
Total 134,584,457 167,622,841
Cost of Sales
i Forihe Year Ended  For Die Year Ended
o Particulars on Ashad 31, 2080 on Ashad 32, 2078
Salary Expenses Sie Ofoe 0,509,820 8,346,655
Gratuity Expenses-Site 268 450 351,075
Contribution o provident Fund Sile Office 438,464 420,318
Wages Expenses Site Office 164 458 119,415

\ Es
HYCROPOWER




5.16

Medicine Expense-Site Office 1.035 10,522
Staff Welfare Expenses-Site Office 267,430 210,240
Direct employee benefit expenses (A) 10,769,667 9,456,424
Amaortization-Intangible Assat (Note 2) 22,245,833 22,103 462
Royally expenses 3,189,830 3,732,457
Consumable expense-Site Office 114,040 149 419
Electricity Charges-Site Office 21,276 23,760
Elecinc Accesscries a5, 710 106,410
Fuel Expenses-Site Office 838,773 BT0 58T
Guest Entertainment-Site Office T0,680 55,262
Insurance Premium Site Office 2,007 1189 1,798,114
Internet and Subscripbon- Site Office 10,700 26,850
Staff Uniform and Protective Equiptment-Site Office 106,804 134,147
Vehicla Renswak Site Office 55,800 GE, 700
Repair & Maintenance-Assats Site Office 2 BG4 254 3,132 180
Painting Expensas- 50 - 1,164 888
Printing & Statiomsry-Site Office 0,355 21,060
Securily Expenses-Site Office 1,287,353 1,222 043
Taxes and Charges-Site Office 54,209 202 096
Telephane & Poslaga-Site Office 26,715 68,350
Enviranment Service Expensa 45,3483 -
Travelfing & Transporation Expenzas-Site Office 218,450 275,140
Other direct expenses [B) 33,973,543 35,187,614
Total cost of sales (A+B) 44,743 200 44, 646,081

Administrative expenses

For the Year Ended For tha Year Ended

Particulars on Ashad 31,2080 on Ashad 32, 2079
Salanes Expenses- Head Office 1.084 054 1,785,357
Gratuity Expenses 52,279 52,660
Contribution to Provident Fund- Head Ofice 75,635 T3.247
Medicine Expense-Head Office 1,370 5,370
Employee benefit expenses (A} 1,223,358 1,931,654
Depreciation (Nate 1) B17 577 611,658
Aduerlisement Expenses 126,667 132,152
AGM and Board Expense 3,143 428 3,101,302
AMC of computer software 9,040 4,040
Audit Fee 124,300 124,300
CDS and Clagring JT6.B28 140,228
Bank Commission & LC Charges 16,2549 23,989
Board Meeling Allowances 331,500 342 500
Consultancy Fae 79,045 102,750
Consumables 10,645 46,895
Donation And Charities (CSR) 321,567 BE 100
Electricity & Waler 16,847 26,775
Fuel Expenses 36,000 31,640
Guest Entertainmeani 14,181 33,354
Housa Rent 421,850 530,460
Insurance Premium 15913 9,469
Internet & Subscription 37,046 30,171
Land Morlgage Fee - 200,000
Meeting Expenses T4 454 16,898
Membership Fees 24,000 24 000
Miscellaneous Expenses 27,759 17.260
Printing & Stationaries 40,187 154 245
Rating Expenses - 20:0,575
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Registration & Renewals 3.300 38,858
Repair & Maintenance 27 255 47,785
Tea & Refreshment 5775 50,188
Sebon Expanses 109 625 101,541
Staff Welfare B 200,000
RTS Expenszes 161,268 212 528
Tefephone & Postage 2,100 22,050
Travelling Expenses 24,500 75,605
Mepse Expenses _ 215,000 215,000
Other administrative expenses (B) 6,417,803 6,950,346
Total adminlstrative expenses (A+E) 7,641,241 8,851,000
Finance Expense and Finance Income
: Forthe Year Ended  For the Year Ended
Farticulars on Ashad 31, 2080 on Ashad 32, 2079
Tnterest on Term Loan T1.842 431 14,502 056
Finance Cost-MFRS Adjusimaent 903,577 850,546
Loan Amangement Fee 200,000 1,105,500
Het finance cost (A) 12,946,008 16,549,402
Interast income on short-term bank depaosits 2.047 510 4,300,078
Total finance income B} 2,047,510 4,300,978
Net finance expense (A-B) 10,898 498 12,248,424
Financial Assets Measured at Amortised Cost:
Particul For the Year Ended  For the Year Ended
i i an Ashad 31, 2080 on Ashad 32, 2079
Fixed Deposits - 71,500,000
Total Fixed Doposit - 71,500,
Other Income
For thie Year Ended  For the Year Ended
Pariculars on Ashad 31, 2080  on Ashad 32, 2079
Cther income TAZE 7O -
Total other income _ 1,426,700 B
Project Development Cost
Particulars Ashad 37, Z0ED Behad 32, 2079
——————e
Humla Karmali Project-1{235 WA} B 133,754 =
Humla Karmali Project-2(335 MwW) 5,133,754 "
Total Capltal WIP 0,267,507 c

The company has ebtained approval from Electricity Development Department on 2079/12/17 1o iansfer electricity genaratian
survey license form Sichuan Wanping Energy Science and Technakagy o the company regarding above projects. Similarly the
company has applicd for the generation koence 1o Elactricity Development Department an 2079-12-26 regarding above projects.
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5.22

5.23

5.24

Earnings Per share (EPS)

Basic

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the
company by the weighted average number of ardinary shares in lssue during the year.

Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary
shares outstanding to assume conversion of all dilutive potential ordinary shares. Currently, the

company does not have any outstanding dilutive potential ordinary shares.

_.'-‘::.;‘_ :--;- 2 e R x e Brr zn?m?a
| Fyzoremo | FY 207878
Lity holders 70,978,178 92 837 618
Weighted average number of equities shares outstanding 4,933,237 4833237
Earnings Per Share (Rs.) - Basic (Face value of Rs. 100
per share 14.39 18.82
Add: Weighted average number of potential equity shares - -
Weighted average number of Equity shares (including
dilutive shares) outstanding AT 4,933,257
Earnings Per Share (Rs.) - Diluted (Face value of Rs. 100
per share) 14.39 18.82
Share Investment
The company has made investment in equity shares as follow:
e L P 07D ~ FY207879
 Particulars | " Noof | Valieper | _
thgioatba B iyt LS DR ota
e sshare  [: shares .| o= e
Share investment in
Mewa Developers Ltd 500,000 100 50,000,000
Share investment in
Karnali Water Power 600,000 100 | 60,000,000
Put. Lid l

Operating Segments

The company is engaged in the business of generation of electricity from its hydro-power project
situated in Nepal. The generated electicity will be sold tc the Nepal Electricity Authority.
Accordingly, the company has only 1 operating segment. Since the relevant information is available
from the Statement of financial position and the statement of Compressive incorme itself, there are
no additional disclosures, to be provided in terms of NFRS & on Operating Segments,

Related Party Transactions

Disclosure has been made in respect of the transactions in which cne party has the ability to control
of exercise significant influence over the financial and operating policies / decisions of the other,
irespective of whether a price is charged.




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

i} Shareholders having shareholding of 1% or more during the year.
iy Companies represented by the Directors.

ify Directors of the Company and their close family members if any
i) Key Managerial Personnel and their close family members if any

5.24.1 Significant Eharéhnldars

Ehs = H --.[;: F\,rzﬂ.lwau 2 & ::_.:-_ Y
0 starsHolder | Wotholding | :
Bharat Prasad Nepal 11.80% 11.90%
Aka Raj Pandey 313% 3.13%
Meera Aryal 201% 2.01%
Aadarsha MNagarik Investment Company 1.63% 1.63%
Dambar Bahadur Deuja 1.34% 1.34%
Tara Devi Sanjel 1.34% 1.34%
Hari Frasad Miraula 1.34% 1.34%
Sandip Shah 1.20% 1.20%
Sabitri Adhikari 1.15% 1.15%
Purbanchal Investment and Development Pvt. Ltd 1.07% 1.07% |
Share Holder Less than 1% | - 73e1% 73.91%

5.24.2 Transactions with and payments to directors of the Company
Following payments have been made to the directors of the Company.

LN R e szu?mm s S FY. ;umm?_
.Z_:.Flﬁi"‘ﬁ'l:l._l_llﬁr's'_ . Musting & Salary nxpanse Meaiil]g Eahr_v axpnns& _
G o a{lqm._ram_:_? : [NFFL} ailbwa;nna EHPR e
s | (NPRY B2 | (NPRY | j
Ashnsh Subed 47,500 507 mm 4?,50:1 370,500
| Bharat Prasad Nepal 44,500 | 675.000 44,500 516,500
Min Raj Kadsl - - 16,500 75,000
Gam Prasad Reshmi - - 16,500 75,000
Chandra Bahadur Pun 44,000 485,000 44,000 360,000
Govinda Chalise 38,500 675,000 44,000 516,500
Sagar Pathak 44000 455,000 22,000 285,000
Sarila Shakya Pradhan 38,500 495 000 16,500 285,000
Garima Adhikan 38,500 495,000 22,000 285,000
Total 295,500 3,837,000 | 273,500 2,768,500

§.25 Events after reporting period

The Company monitors and assess events that may have potential impact to gualify as adjusting
and / or non-adjusting events after the end of the reporting period. All adjust ng events are adjusted
inthe books with additional disclosures and non-adjusting material events are discloses in the notes
with passible financial impact, to the extent ascertainable.

e




5.26

5.27

5.28

There are no material events that has occured subsequent to 31% Ashad, 2080 till the signing of
this financial statement.

Tax Assessment

Tax authority has not done any tax assessment during FY 2079/80. The company has duly
submitted its annual tax return on due dates.

Mortgaged Propertics

The company has obtained long term loan and working capital loan from various banks and
financial institutions by hypothecation of its Plant and Machinery and Inventory, Assignment of
account receivables and mortgage of Land, building and project assets of the company.

Reclassification and Restatement

The company has made the following reclassification of balance of FY 2078/79.

Particulars | New Reporting | Old Reporting | Differences " Remarks
Salaries
Expenses- 1,785,357 4,553,858 | (2,768.501) | Salaries Expenses of
Head Office __| NRs. 2,768,501 and AGM
AGM Expenses of NRs. |

- 332,803 (332,803)

Expenses gy § 332803 has  been

AGM and reclassified under AGM

Board 3,101,302 - 3,101,302 | and Board Expense.

| Expense . |

Cast of Sales 44 646,041 44,577,338 (68,703) | Vehicle Renewal of NRs.
= ] 66,700 has been

pemsirEive 8,891,000 8,959,703 (68,703) | reclassified under Vehicle

Expense Renewal- Site Office |

HYCROPOWER



529 Proposed Dividend

Board of directors of the company have not yet proposed any dividend.

As Per Owr Report of Even Date
S. R Pandey & Ca.,
Chartered Accountants

X o

= Ashish Subedi fadur Pun Govinda Chalise
Chairman Dlradur Director
sz
m Sarita Shakya Pradhan Baladev Balami
Director Director Accountant

Date: 2080/08/21 ; 7
Place: Kathmandu / X
FAE | Ru ;
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