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162 'GA’ Gaurighat Marga Tel : 4114589
Sanguri Galli-37 E-mail : bpandey@ntc.net.np
Kathmandu, Nepal

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, 2081 (July 15,
2024), 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, 2081 (July 15, 2024), 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 fulfilled 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 the matters described below to be the key audit matters to be communicated in
our report.

Page 1 of 4
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S.N. Key Audit Matters Auditor’s Response
1. Revenue Matter

The revenue of the company is recognized | Our audit approach regarding verification of the
on an accrual basis as per the rates | revenue or income recognition included:

FIARIONEG I FOINEE EWRNaeR: g eemen! i. We discussed with the management to gain

(FEAY: an understanding of the revenue recognition
As a part of our risk assessment, we have system and evaluated the controls and
evaluated the basis of revenue recognition processes in place for the same. Further,
to the extent that it is probable that the we assessed the revenue recognition
economic benefits will flow to the company policies adopted by the company for
and the revenue can be reliably measured. compliance with the relevant accounting
Further, all the incomes that are not qualified siandards.

to be classified as revenue is classified | ii. We obtained the detailed workings of
under other incomes. revenue from sale of electricity and

reviewed or verified the billed amount of
energy with the rate of electricity as quoted
in Power Purchase Agreement (PPA) with
NEA.

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 report, 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.

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.

Page 2 of 4
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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:

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 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.

e 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 to 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.

ii. 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.

ii. 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.

Page 3 of 4
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iv. 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
v. We have not come across any fraudulence in the accounts, based on our sample examination of
the books

For, B. R. Pandey & Associates
Chartered Accountants

Place: Kathmandu
Date; 2081/06/06
UDIN: 240925CA00411g2X7W Proprietor
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Ru Ru Jalbidhyut Pariyojana Limited
Kathmandu, Nepal

Statement of Financial Position as at Ashad 31, 2081 (July 15, 2024)

NPR

Particulars Notes Ashad 31, 2081 Ashad 31, 2080
ASSETS
Non-Current Assets
Property, Plant and Equipments 5.1 4,416,253 4,863,775
Intangible Assets 5.2 514,203,573 537,557,475
Investment Property 5.3 14,123,311 14,123,311
Project Development Cost 5.19 13,042,569 10,267,507
Financial Assets At Other Comprehensive Income 5.5 110,000,000 110,000,000
Trade and other Receivables 5.6 28,500 28,500
Total Non-Current Assets 655,814,206 676,840,568
Current Assets
Inventories 5.7 8,849,398 6,525,308
Prepayments 5.4 2,051,500 2,575,094
Trade and other Receivables 5.6 97,078,988 93,167,144
Cash and Cash Equivalents 5.8 24,572,241 30,490,203
Total Current Assets 132,552,127 132,757,750
Total Assets 788,366,333 809,598,318
EQUITY AND LIABILITIES
Equity
Share Capital 59 493,323,655 493,323,655
Reserve and Surplus 5.10 182,363,798 161,399,749
Total Equity 675,687,453 654,723,404
Non Current Liabilities
Borrowings 5.1 55,730,200 92,730,958
Trade & Other Payables 5.13 2,835,000 2,202,573
Total Non Current Liabilities 58,565,200 94,933,531
Current Liabilities
Borrowings B 45,480,000 53,055,664
Employee benefit libilities 5.12 1,504,400 1,462,765
Trade and other payables 5.13 7,129,281 5,422 954
Total Current Liabilities 54,113,680 59,941,383
Total Equity & Liabilities 788,366,333 809,598,318

The accompanying notes form an integral part of the financial statements.

As Per Our Report of Even Date
B. R. Pandey & Associates
Chartered Accountants -

--:g( ng

Ashish Subedi Govinda Chalise B.R.F
Chairman Director Director
Sagar Pathak Sarita Shakya Pradhan Dil Babadur Shrestha Garitha Adhikari
Director Director Director Director

Baladev Balami
Accountant

Date: 2081/06/06
Place: Kathmandu
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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, 2080 to Ashad 31, 2081 (July 17, 2023 to July 15, 2024)
NPR

For the Year Ended For the Year Ended

Particul
articulars NoteS onAshad 31,2081 on Ashad 31, 2080
Revenue 5.14 136,237,691 134,994,497
Cost of sales 5.15 (44,219,814) (44,743,200)
Gross profit 92,017,877 90,251,297
Finance income 5.17 769,984 2,047,510
Finance costs 517 (9,173,573) (12,946,008)
Other Income 5.18 - 1,426,700
Administrative expenses 5.16 (8,394,302) (7,641,241)
Profit before taxes and staff bonus 75,219,985 73,138,258
Staff Bonus (1,504,400) (1,462,765)
Profit before taxes 73,715,586 71,675,492

Income tax expenses
Current Tax (190,382) (696,172)
Previous Year Tax
Deffered Tax Income / (Expenses)

Profit for the year 73,525,203 70,979,320
Other comprehensive income - -
Total comprehensive income 73,525,203 70,979,320
Earning Per Share
Basic 14.90 14.39
Diluted 14.90 14.39

Total profit and comprehensive income is attributable to the owners of the com pany.
The accompanying notes form an integral part of the financial statements.

As Per Our Report of Even Date
B. R. Pandey & Associates
Chartered Accountants

.
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s
Ashish Subedi Govinda Chalise
Sy
Chairman Director Director Proprietor . 0t

s

s ‘
/ ~ 7
Sarita™Shakya Pradhan Dil Babhadur Shrestha Gar hikari
Director Director Director Director

Baladev Balami
Accountant

Date: 2081/06/06
Place: Kathmandu
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Ru Ru Jalbidhyut Pariyojana Limited
Kathmandu, Nepal

Statement of Cash Flow
For the Period from Shrawan 1, 2080 to Ashad 31, 2081 (July 17, 2023 to July 15, 2024)

NPR

Particulars

For the Year Ended on
Ashad 31, 2081

For the Year Ended on
Ashad 31, 2080

A. Cash Flow from Operating Activities

Net Profit before Tax 73,715,586 71,675,492
Adjustments for:
Depreciation of Property, Plant and Equipment 609,522 617,577
Amortization of Intangible Assets 23,353,902 22,246,833
(Gain) / loss on sale of assets 5 =
CSR fund (632,427) {388,226)
Financial Cost 8,403,589 10,898,498
Interest Income on FD - -
Bonus Paid - -
Adjustments for changes in working capital
(Increase)/ Decrease in Trade receivables (3,911,843) 11,295,711
(Increase)/ Decrease in Prepayments 523,594 33,014,066
(Increase)/ Decrease in Inventories (2,324,090) (1,729,835)
Increase / (Decrease) in Trade and other Payables 2,190,006 (1,801,731)
Payment of previous year expense - -
Payment of previous year tax - -
Net Cash Flow from Operating Activities (1) 101,927,839 145,828,384
B. Cash Flow from Investing Activities
Changes in Fixed Deposits
(Increase)/Decrease in Investment (2,775,062) (48,767,507)
(Purchase) of Property, Plant and Equipments and Intangible assets (162,000) (6,248,105)
Sale of Property, Plant and Equipments and Intangible assets - =
Net Cash Flow from Investing Activities (2) {2,937,062) (55,015,612)
C. Cash Flow from Financing Activities
Proceeds from Share Capital
Share Issue Expenses - -
Changes in Borrowings (44,576,422) (74,576,423)
Financial Cost (8,403,589) (10,898,498)
Dividend Paid (51,928,728) (2,360,400)
Net Cash Flow from Financing Activities (3) (104,908,740) (87,835,321)
Net Increase/(Decrease) in Cash and Cash Equivalents (1+2+3) (5,917,963) 2,977,451
Cash and Cash Equivalents at beginning of the year 30,490,203 27,512,752
Cash and Cash Equivalents at end of the year 24,572,241 30,490,203
Components of Cash and Cash Equivalents 24,572,241 30,490,203
Cash in hand and Balance with Banks 24,572,241 30,490,203

Collateralised Borrowing and Lending Obligation

Ashish Subedi
Chairman Director
ar Pathak Sarita Skafe€a Pradhan
Director Director

Baladev Balami

Accountant

Date: 2081/06/06
Place: Kathmandu
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Chartered Accountants
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Ru Ru Jalbidhyut Pariyojana Limited
Kathmandu, Nepal

Statement of Changes in Equity
For the Period from Shrawan 1, 2080 to Ashad 31, 2081 (July 17, 2023 to July 15, 2024)

NPR
Particular Share Capital Share Premium :;;T?'{';z?:} Total

Balance at the Beginning of the Period 448,476,050 55,510 137,961,150 586,492,710
Transactions with owners recorded directly in equity - -
Issue of Share Capital - -
Issue of Bonus Share 44,847 605 (44,847,605) =
Dividend - -
Tax on dividend (2,360,400) (2,360,400)
Share Advance - -
Previous year expenses -
Total Comprehensive income for the year - 70,979,320 70,979,320
Corporate Social Responsibility Fund - (709,793) (709,793)
Corporate Social Responsibility Fund Reversed 321,567 321,567
Share Issue Expenses - -
Balance at the End of the FY 2079/80 493,323,655 55,510 161,344,239 654,723,404
Balance as on 2080/04/01 493,323,655 55,510 161,344,239 654,723,404
Transactions with owners recorded directly in equity
|ssue of Share Capital = #
Bonus = = -
Cash Dividend - (49,347,346) (49,347,348)
Tax on dividend (2,581,382) (2,581,382)
Share Premium - -
Previous year expenses -
Total Comprehensive income for the year - 73,525,203 73,525,203
Corporate Social Responsibility Fund - (735,252) (735,252)
Corporate Social Responsibility Fund Reversed 102,825 102,825
Share Issue Expenses =
Balance at the End of the Year FY 2080/81 493,323,655 55,510 182,308,288 675,687,453

As Per Our Report of Even Date
B. R. Pandey & Associates

Chartered Accountants

A\
i N - b( - > Athy, B
P L — (':‘ s = “angy )3
Ashish Subedi Chandra up Pun Govinda Chalise B. R. Pandey, rc:,-xd
Chairman Director Director Proprletor\g;'in_-:}-/

P

Sarita Shﬂk}‘;l Pradhan

Sagar Pathak :

Director Director

Baladev Balami

Accountant

Date: 2081/06/06
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Significant Accounting Policies and Notes to Accounts

iy Reporting entity

Ru Ru Jalbidhyut Pariyojana Limited (“the Company") operate a 5 MW hydropower plant as per the
terms of the license issued by Ministry of Electricity. The generated electricity is sold to Nepal
Electricity Authority (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, 2063.
The registered office of the Company, and the principal place of business, is located at Kathmandu,
Nepal and production unit is located in Rupakot and Harewa VDC of Guimi, Nepal. The company
was converted into the Public limited company on 2072/04/07.

The company is listed in NEPSE from Baisakh 19, 2078.
The Company does not have any subsidiary or an interest in associate or jointventure. Thus, these
financial statements are separate financial statements of the Com pany.
: £ 7 Board of directors
The composition of Board of Directors as on 31%' Ashad, 2081 is as follow:

| Mr. Ashish Subedi Chairman
Mr. Chandra Bahadur Pun Director
Mr. Govinda Chalise Director
Mr. Sagar Pathak Director
Mrs. Sarita Shakya Pradhan Director
Mr. Dil Bahadur Shrestha Director
Mrs. Garima Adhikari Director
Mr. Kishor Prasad Ghimire Company Secretary
2. Basis of Preparation

The company while complying with the reporting standards, makes critical 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.

21 Statement 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.
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RU RU JALBIDHYUT PARIYOJANA LIMITED

The financial statements were authorized for issue by the Board of Directors on 2081/06/06.

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
disclosed 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
into current and non- current distinction.

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

Presentation and Functional currency

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

Current and Non-Current distinction
Assets

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.

Liabilities
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 be
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. i

HYDROPOWER
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2.7

2.8

2.9

2.10

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 assets,
liabilities, disclosure of contingent assets and liabilities, and profit or loss as reported in the financial
statements.

The company applies estimates in preparing and presenting the financial statements. The
estimates and underlying assumptions are reviewed 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.

Reporting Period

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

Comparatives:

The comparatives comprise of the previous year figure for period from Shrawan 01, 2079 to Ashad
31, 2080.

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 oversight 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 monitors 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 customers. The receivables are due for payment from Nepal Electricity Authority
for supply of electricity billed in compliance with PPA agreement. The management does not

)
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ii. Market risk management

Market risk is the risk that changes in market price, such as foreign exchange rates, interest 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 is 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 relates primarily to the
maintenance and if needed replacement of property, 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.

iii.  Liquidity risk management

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
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.

4, Summary of Significant Accounting Policies

41 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 future economic benefits
associated with the expenditure will flow to the Company.

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

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

"SN. | Typesofassets |  Estimatedusefullife
1 Furniture and Fixtures 10 Years
2 Office Equipment 10 Years
3 Vehicles 15 Years
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4.2

4.3

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
on 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.

Intangible assets

The company obtained operation license from Nepal Electricity Authority (NEA) on 30 Shrawan,
2069 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 is service concession arrangement entered into
between the Company 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 is 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 4/29/2104
Date of project cost remeasurement 4/1/2074
Remaining life of project (Days) 10,985.00
Remaining life of project (years) 30.10
Annual amortization 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 Agreement, as per NFRS 15 Revenue from contract with costumer, which is disclosed
in Note.

Owned Intangible assets

An intangible asset is recognized if it is probable that the extended future economic 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 finite useful lives that are acquired separately are carried at cost less
accumulated amortization 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. Amortization 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
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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 probable that the future economic benefits
that are associated with the property will flow to the entity, and the cost of the property can be
reliably measured.

An investment property is measured initially at its cost. The cost of a purchased investment property
comprises of its purchase price and any directly attributable expenditure. The cost of a self-
constructed investment property is its cost at the date when the construction or development is
complete.

Subsequent expenditure is capitalized to the asset's carrying amount only when it is probable that
future economic benefits associated with the expenditure will flow to the Company and the cost 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 — cost less accumulated depreciation 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.

Investment 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. Inventories of stores, spare parts
and loose tools are stated at the lower of cost and net realizable value. Net realizable value
represents the estimated selling price for inventories in the ordinary course of business less all
estimated costs 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 attributable to shareholders is classified as equity and is carried at the redemption
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
OCI and at amortized cost. They comprise:

Financial assets at Amortized Cost

= HYDROPOWER tecov
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4.5.2

453

Financial assets whose objective is to collect Contractual Cash flow and Contractual Cash flow
received in specified day includes interest and principal is classified at amortized Cost. These
includes Fixed Deposit investment, 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 objective/ 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
investment in equity shares. Gain on movement of fair value is 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 gain/loss on movement in fair value is
charged to OCI. Its tax impact is also charged into OCI. The gain or loss on disposal of investment
classified as fair value through OCI is charged to equity.

Recognition / De- recognition

The company recognizes financial assets and financial liabilities on the date it becomes party to
the contractual agreement (trade date) and recognizes changes in fair value of the financial assets
or 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 contract is discharged or expired.

Realized gains and realized losses on de-recognition are determined and are included in the profit
orloss 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
Atinitial recognition, the company measures a financial asset at its fair value.

Subsequent to 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) on
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
orderly transaction between market participants at the measurement date.

The fair value of financial assets and liabilities traded in active markets is subsequently based on
their quoted market prices at the end of the reporting period without any deduction for estimated
future selling costs. The quoted market price used for financial assets held by the company is the
closing price.
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The fair value of financial assets and liabilities that are not traded in an active market are
determined using valuation techniques,

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.
Such assets are reviewed at the end of each reporting period to determine whether there is
objective evidence of impairment.

If evidence of impairment exists, an impairment 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.

If in 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 loss.

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

Receivable are recognized and carried at amortized 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 debts 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 difficulties 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
interest rate.

Explanatory Note: Classification of Financial Instruments
Financial Assets As at 31st Ashad, 2081

. c]a' nssets | Assetsatfairvalue | Assets at amortlzed
e 4 . : . . FVPL | FVTOC' S :._:;osts ;
Cash and cash equivalent 24,572,241
Trade Receivables - 97,107,488
Equity Investment - | 110,000,000
Debt Instrument
Total -| 110,000,000 121,679,729

Financial Assets As at 31st Ashad, 2080

i iy s ~ Assetsatfairvalue |  Assets at amortized

- Financial Assets S el S a1
= e e et | EENPL FVTOCI S o RCOSISAE s
Cash and cash equivalent 30,490,203
Trade Receivables - 93,143,578
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Equity Investment - 110,000,000 -
Debt Instrument =
Total - 110,000,000 123,633,782

Financial Liabilities As at 31 Ashad, 2081

Rl gt aLlalnvalie’ .'.-‘aﬁi'\it{-iezgtznwifzod |
Trade and other payables - 6,911,899
Borrowing - 101,210,200

Total - - 108,122,098

Financial Liabilities As at 31st Ashad, 2080

S

ancial Liabilites | AsSeteatfalrvalue | Liabilitios at amortized

Trade and other payables - 4,650,770
Borrowing - 145,786,622
Total - - 150,437,392

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 respective 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 expense.

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
convertible 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 reporting date.

Trade and Other Receivables
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The trade receivables that fall under the classification of financial instruments are carried at
amortized costs and those other assets that do not fall within the definition are carried at cost.
These instruments are regularly monitored for impairment.

4.9 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 premium/discounts being involved, the intrinsic coupon rate is taken as
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 same 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.

4.10  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 entitied
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.

4.11  Distributions

The distributions if any to shareholders are recognized in statement of change in equity.

412 Reserve & Surplus

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

413 Corporate Social Responsibility fund

Itis created at the rate of 1% of net profit after tax as per the requirement of Industrial Enterprises
Act, 2076. It has been classified as trade and other payable. All the expenses done on behalf of
corporate social responsibilities are charged to this fund.

4.14 Borrowings

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

HYDROPOWER
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4.15

4.16

4.17

4.18

4.19

Borrowings are classified as current liabilities if payment is due within one year or less. If not, they
are presented as non-current 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 over the period of borrowings. Al long-term loans have now
been measured at amortized cost.

Trade and Other Payables

Trade and other payables mainly consist of amounts the Company owes to suppliers and
government 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
Authority (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 royalty 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 assets 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
after deducting the selling expenses.
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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.

4.20 Otherincome

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

4.21  Administrative Expenses

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

4,22 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 amortized
cost using the effective interest method.

Net finance cost represents the net off between the interest incomes and interest expenses.

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 the net carrying amount of the financial asset or liability. When calculating the
effective interest rate, the Company estimates 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 transaction costs and all other premiums or discounts.

4.23 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.

4.24 Taxation

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

4.24.1 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 payable 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.
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4.24.2

4.24.3

4.25

4.26

W@&&L

The Company has not recognized any current tax expenses with respect to income from sale of
electricity as it is in full tax 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 income generated form electricity generation. The Company enjoy full tax
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 statement.

Deferred Tax

Deferred tax is recognized on temporary difference between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences.
Deferred Tax Assets (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 profit 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 expected 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 reporting period, to recover or
settle the carrying amount of its assets and liabilities.

The company has no any deferred tax assets and liabilities as on 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 recognized at the rates of exchange
prevailing at the dates of transactions.

At 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 value was determined. Non-monetary items that are measured in terms of historical cost in
foreign currency are not retranslated.

Impairment

At the end of each reporting period, the Company reviews the carrying 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
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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 yet available for use are
tested for impairment at least annually, and whenever there is an indication that the asset may be
impaired.

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 value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset or cash generating unit.

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

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

4.27 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 benefits and
post-employment benefits.

4.27.1 Defined contribution plan

A defined contribution plan is a post-employment plan under which an entity pays fixed contribution
into 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 services 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.
4.27.1.1 Employees’ provident fund

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

4.27.1.2 Citizens' investment trust

The company does not contribute to citizens' investment trust, but employee may contribute
according to their preference.
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4.27.1.3

4.27.2

4.27.3

4.28

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 one-month salary per year).
These benefits are treated as defined contribution plan and provided accordingly.

The company has booked the liability against gratuity of 8.33% of the basic salary of each employee
as per the provisions of Labour Act, 2074.

Defined benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution 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 recognized as an expense in the statement of profit
or loss as incurred.

Staff Bonus

Staff is provided annual bonus under the provision of the Electricity 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 is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking in to account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessment 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 receivable can be measured reliably.

(i) A contingent liability exists when there is a possible but not probable obligation, or a present
obligation that may, but probably will not, require an outflow of resources, or a present obligation
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
recognized nor disclosed in the financial statements. However, contingent assets are assessed
continually and if it is virtually certain 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.
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4.29  Valuation hierarchy

Assets and liabilities carried at fair value or for which fair values are disclosed have been classified
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 techniques as at the end of
the reporting period.

Level 1 fair value 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 observable.

Level 3 portfolios 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

- 31st Ashad, 2081 | Level1 | Level2 Level 3

Cash and cash equivalent 24,572,241

Trade Receivables 97,107,488

Equity Investment 110,000,000
Total 24,572,241 - 207,107,488
31stAshad, 2080 | Level1 | Level2 |  Level3

Cash and cash equivalent 30,490,203

Trade Receivables 93,143,578

Equity Investment 110,000,000
Total 30,490,203 - 203,143,578

Hierarchy of fair value of financial liabilities

 3MstAshad,2081 [ Level1 | Level2 Level3

Trade and other payables 6,911,899
Borrowing 101,210,200

Total 101,210,200 6,911,899
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 31stAshad,2080 Level 1 Level 2l | Tilevelg T
Trade and other payables 4,650,770
Borrowing 145,786,622

Total 145,786,622 4,650,770

4.29.2 Fair value Level 3 disclosures

4.30

4.31

The following sets out the basis of establishing fair values of amortized cost financial instruments.
These are not generally traded and there is a significant level of management judgment involved
in calculating the fair values.

Prepaid expenses & advances

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

Identification of the contracts with the customer
Identification of the performance obligations in the contract
Determination of the transaction price

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

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 statement.
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4.32 NFRS 16: Lease

NFRS 16 introduces a single lessee accounting model and requires a lessee to recognize assets
and liabilities for all leases with a term of more than 12 months unless the underlying asset is of
low value. A lessee 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 lessee
separates the total amount of cash paid into principal (presented within financing activities) and
interest (presented within either operating or financing activities) in accordance with NAS 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
those two types of leases differently.

The new standard is effective for annual periods starting from 16 July 2021 but this standard is not
applied in this financial statement because the difference in value from transition from NAS 17 to
NFRS 16 is ins/iinificant and the cost of implementation of NFRS 16 outweigh the benefit from it.
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5.4
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5.6
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5.8

5.9

Investment property
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Particulars Ashad 31, 2081 Ashad 31, 2080
Land 14,123,311 14,123,311
Total 14,123,311 14,123,311
Prepayments

Particulars Ashad 31, 2081 Ashad 31, 2080
Advance to Party 353,686 247,500
Prepaid Insurance Premium 1,402,813 1,445,882
Advance Tax 295,001 881,712
Total 2,051,500 2,575,094
Less: Non-current - -
Current 2,051,500 2,575,094
Financials Assets measured through Other Comprehensive Income

Particulars Ashad 31, 2081 Ashad 31, 2080
Share investment in Mewa Developers Ltd 50,000,000 50,000,000
Share investment in Karnali Water Power Pvt. Ltd 60,000,000 60,000,000
Total 110,000,000 110,000,000
Trade and other Receivables

Particulars Ashad 31, 2081 Ashad 31, 2080
Trade Receivables (NEA)-Regular 21,150,169 17,186,260
Trade Receivables (NEA)-Posted 75,928,818 75,928,818
Staff Advance - 52,066
Long-term Deposits 28,500 28,500
Total 97,107,488 93,195,644
Less: Non-current 28,500 28,500
Current 97,078,988 93,167,144
Inventories

Particulars Ashad 31, 2081 Ashad 31, 2080
Spare Parls 8,849,398 6,525,308
Total 8,849,398 6,525,308
Cash and cash equivalents

Particulars Ashad 31, 2081 Ashad 31, 2080
Cash in hand 14,235 6,312
Balances with banks on current account 24,558,006 30,483,891
Total 24,572,241 30,490,203
Share Capital

Particulars Ashad 31, 2081 Ashad 31, 2080
Authorized
Ordinary shares of NPR 100 each 500,000,000 500,000,000
Issued
Ordinary shares of NPR 100 each 493,323,655 493,323,655
Subscribed and fully Paid Up

493,323,655 493,323,655

Ordinary share of NPR 100 each

HYDPOPOWER
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5.10

511

5.12

5.13

5.14

Reserves and Surplus

Particulars Ashad 31, 2081 Ashad 31, 2080
Share Premium 55,510 55,510
Accumulated profit / (Loss) 182,308,288 161,344,239
Total 182,363,798 161,399,749
Borrowings
Particulars Ashad 31, 2081 Ashad 31, 2080
Bank Borrowings 102,330,000 147,810,000
Less: NFRS Adjustment (2,023,378) (2,926,955)
Add: Unwinding of Interest 903,577 903,577
Total non current borrowings 101,210,200 145,786,622
Less: Installment payable within next 12 months 45,480,000 53,055,664
Net non-curent borrowings (A) 55,730,200 92,730,958
Installment payable within next 12 months 45,480,000 53,055,664
Total current borrowings (B) 45,480,000 53,055,664
101,210,200 145,786,622

Total borrowings (A+B)

Employee benefit liabilities

Particulars Ashad 31, 2081 Ashad 31, 2080
Staff Bonus Payable 1,504,400 1,462,765
Total 1,504,400 1,462,765
Less: Non-current - -
Current 1,504,400 1,462,765
Trade and other payables

Particulars Ashad 31, 2081 Ashad 31, 2080
Audit Fee Payable 223,000 122,650
Accrued Rent (NFRS adjustment) 24,000 60,000
Income tax liability 190,382 702,207
Royalty Payable 1,940,771 1,860,940
TDS Payable 3,000 9,977
Interest Payable 305,028 468,132
Other Liabilities 4,443,100 2,199,047
Corporate Social Responsibility Fund 2,835,000 2,202,573
Total 9,964,281 7,625,527
Less: Non-current 2,835,000 2,202,573
Current 7,129,281 5,422,954
Revenue

5 For the Year Ended  For the Year Ended

Particulars on Ashad 31,2081  on Ashad 31, 2080
Electricity Sales 136,237,691 134,994,497
Total 136,237,691 134,994,497

o
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Cost of Sales
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Particilass For the Year Ended  For the Year Ended

on Ashad 31, 2081 on Ashad 31, 2080
Salary Expenses Site Office 9,195,793 9,529,820
Gratuity Expenses-Site 371,318 368,450
Contribution to provident Fund Site Office 445,759 438,464
Wages Expenses Site Office 280,381 164,458
Medicine Expense-Site Office 12,250 1,035
Staff Welfare Expenses-Site Office 311,869 267,430
Direct employee benefit expenses (A) 10,617,370 10,769,657
Amortization-Intangible Asset (Note 2) 23,353,902 22,246,833
Royalty expenses 3,224,754 3,199,890
Consumable expense-Site Office 186,863 114,040
Electricity Charges-Site Office 27,648 21,276
Electric Accessories 258,990 95,710
Fuel Expenses-Site Office 854,358 938,773
Guest Entertainment-Site Office 116,022 70,680
Insurance Premium Site Office 1,974,867 2,007,119
Internet and Subscription- Site Office 61,295 10,700
Staff Uniform and Protective Equiptment-Site Office 103,350 106,804
Vehicle Renewal- Site Office 50,500 55,900
Repair & Maintenance-Assels Site Office 1,562,337 2,864,254
Printing & Stationery-Site Office 71,680 9,355
Security Expenses-Site Office 1,362,498 1,287,353
Taxes and Charges-Site Office 61,704 54,299
Telephone & Postage-Site Office 28,500 26,715
Environment Service Expense - 645,393
Travelling & Transportation Expenses-Site Office 303,177 218,450
Other direct expenses (B) 33,602,445 33,973,543
Total cost of sales (A+B) 44,219,814 44,743,200

Administrative expenses

. For the Year Ended  For the Year Ended

Particulars on Ashad 31,2081  on Ashad 31, 2080
Salaries Expenses- Head Office 2,039,061 1,084,054
Gratuity Expenses 110,862 62,279
Contribution to Provident Fund- Head Office 133,088 75,655
Medicine Expense-Head Office 3,690 1,370
Employee benefit expenses (A) 2,286,701 1,223,358
Depreciation (Note 1) 609,522 617,577
Advertisement Expenses 99,734 126,667
AGM and Board Expense 3,440,919 3,143,428
AMC of computer software 16,950 9,040
Audit Fee 226,000 124,300
CDS and Clearing 120,000 376,826
Bank Commission & LC Charges 13,545 16,259
Board Meeting Allowances 286,875 331,500
Consultancy Fee - 79,945
Consumables 12,096 10,645

Al
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5.18

Donation And Charities (CSR) 102,825 321,587
Electricity & Water 32,235 18,847
Fuel Expenses 37,000 36,000
Guest Entertainment 19,418 14,181
House Rent 387,000 421,850
Insurance Premium 21,712 19,913
Internet & Subscription 34,543 37,046
Meeting Expenses 48,565 14,454
Membership Fees 24,000 24,000
Miscellaneous Expenses 9,332 27,759
Printing & Stationaries 43,207 40,187
Registration & Renewals 24,300 3,300
Repair & Maintenance 71,822 27,255
Tea & Refreshment 99,155 35,775
Sebon Expenses - 109,695
RTS Expenses 172,312 181,268
Telephone & Postage 15,913 9,100
Travelling Expenses 88,623 24,500
Nepse Expenses 50,000 215,000
Other administrative expenses (B) 6,107,601 6,417,883
Total administrative expenses (A+B) 8,394,302 7,641,241
Finance Expense and Finance Income
For the Year Ended  For the Year Ended
Particulars on Ashad 31,2081  on Ashad 31, 2080
Interest on Term Loan 8,269,996 11,842,431
Finance Cost-NFRS Adjustment 903,577 903,577
Loan Arrangement Fee - 200,000
Net finance cost (A) 9,173,573 12,946,008
Interest income on short-term bank deposits 769,984 2,047,510
Total finance income (B) 769,984 2,047,510
Net finance expense (A-B) 8,403,589 10,898,498
Other Income
: For the Year Ended  For the Year Ended
Particulars on Ashad 31,2081  on Ashad 31, 2080
Other income # 1,426,700
Total other income - 1,426,700
Project Development Cost
Particulars Ashad 31, 2081 Ashad 31, 2080
Humla Karnali Project-1(235 MW) 6,521,284 5,133,754
Humla Karnali Project-2(335 MW) 6,521,284 5,133,754
Total Capital WIP 13,042,569 10,267,507

The company has obtained approval from Electricity Development Department on 2079/12/17 to transfer electricity generation
survey license form Sichuan Wanping Energy Science and Technology to the company regarding above projects. Similarly the
company has applied for the generation licence to Electricity Development Department on 2079-12-26 regarding above projects.
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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 ordinary shares in issue 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.

HYDROPOWER

a2 Particulars FY 2080/81 ~ FY 2079/80
Profit attributable to equity holders 73,525,203 70,979,178

Weighted average number of equities shares outstanding 4,933,237 4,933,237
Earnings Per Share (Rs.) - Basic (Face value of Rs. 100 14.90 14.39
per share
Add: Weighted average number of potential equity shares - -
Welghted average numb.er of Equity shares (including 4,033.237 4,933,237
dilutive shares) outstanding
Earnings Per Share (Rs.) - Diluted (Face value of Rs. 100 14.90 14.39
per share)

Share Investment

The company has made investment in equity shares as follow:

- Particulars | Noof |[Valueper| _ = | Noof |Valueper | Total
Share fvgsinientio 500,000 100 | 50,000,000 | 500,000 100 | 50,000,000
Mewa Developers Ltd
Share investment in
Karnali Water Power 600,000 100 | 60,000,000 | 600,000 100 | 60,000,000
Pvt. Ltd

Operating Segments

The company is engaged in the business of generation of electricity from its hydro-power project
situated in Nepal. The generated electricity will be sold to 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 income itself, there are
no additional disclosures, to be provided in terms of NFRS 8 on Operating Segments.

Related Party Transactions

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

The Company identifies following as the related parties under the requirements of NAS 24.
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i)  Shareholders having shareholding of 1% or more during the year.
i)  Companies represented by the Directors.

iii)  Directors of the Company and their close family members if any
iv) Key Managerial Personnel and their close family members if any

5.23.1 Significant Shareholders

-:!:= G I FY 2080/81 | -

: Share H___Mder e | g%@o,«f_!fol_c_l‘lr;g ~ | %ofh
Bharat Prasad Nepal 11.90% 11 90%
Aka Raj Pandey 3.13% 3.13%
Neera Aryal 2.01% 2.01%
Gautam Prasad Khanal 1.63% -
Sabitri Adhikari 1.15% 1.15%
Purbanchal Investment and Development Pvt. Ltd 1.07% 1.07%
Tara Devi Sanjel 1.02% 1.34%
Hari Prasad Niraula 5 1.34%
Sandip Shah & 1.20%
Aadarsha Nagarik Investment Company - 1.63%
Dambar Bahadur Deuja - 1.34%
Share Holder Less than 1% 78.09% 73.91%

5.23.2 Transactions with and payments to directors of the Company

Following payments have been made to the directors of the Company.

' “”*Meetm”w
' AIIowance“

s e ; | (NPR) o LR B
Ashish Subedi 552,000 47,500 50? 000
Chandra Bahadur Pun 540,000 44,000 495,000
Govinda Chalise 615,000 38,500 675,000
Sagar Pathak 645,000 44,000 495,000
Sarita Shakya Pradhan 540,000 38,500 495,000
Garima Adhikari 540,000 38,500 495,000
Dil Bahadur Shrestha 11,000 315,000 - -
Bharat Prasad Nepal - - 44,500 675,000
Total 262,500 3,747,000 295,500 3,837,000

5.24 Events after reporting period

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

There are no material events that has occurred subsequent to 315't Ashad, 2081 till the signing of
this financial statement
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5.25 Tax Assessment

Tax authority has not done any tax assessment during FY 2080/81. The company has duly
submitted its annual tax return on due dates.

5.26  Mortgaged Properties

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.

5.27 Proposed Dividend

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

As Per Our Report of Even Date
B. R. Pandey & Associates
Chartered Accountants

‘ i
Ashish Subedi Govinda Chalise
Chairman Director Proprietor
E 7 ; T F! A

Sagar Pathak Sarita Sha‘ii_\'a ":"radhan Dil Babadur Shrestha Garim@:?fz

Director Director Director Director
Baladev Balami

Accountant

Date: 2081/06/06
Place: Kathmandu

28 3ff aiffe uf@es | 3me. 0¢o/cg ®



T T Stcifaga uRAston feifdes

RU RU JALBIDHYUT PARIYOJANA LIMITED

HYDROPOWER

Salient Features of Upper Hugdi Khola HEP

A) Project Location
Latitude :28°06'30" N to 28°05' 00" N

Longitude :83°26'00"Eto 83°23'00"E
Development Region : Lumbini Province

District : Gulmi

Intake Site : Chandrakot- 6

Powerhouse Site

: Chandrakot- 7

B) General

Name of River : Hugdi Khola
Type of Scheme : Run-of-river
Gross Head :188.10 m
Net Head :161.59 m
Design Discharge :3.75 m’/sec
Installed Capacity :5 MW

Dry Season Energy : 5.49 GWh
Wet Season Energy :22.77 GWh
Total Energy :28.26 GWh

C) Hydrology

Catchment Area : 120 km?

Design Discharge :3.75 m?/sec

Design Flood Discharge  :495.0 m3/s (1 in 100 yr. flood)

D) Intake Structure
Type of intake

No. of Intake Openings :2Nos.of 3.1 m (w) X 1.0 m (h)

Invert Level of Intake :El.1027.15 masl

No. of approach canal : 1(one)

Length & Size of approach canal :93.15m; 1.5 m (w) X 1.35m (h)

: Side intake

E) Bedload Sluice
No. of Openings
Invert Level of Bed load sluice

:1No.of 3.5m (w) X 2.5 m (h)
:El. 1024.24 masl

F) Desanding Basin

Inlet transition :16.00 m

No of chamber 2

Dimension (L x B x H) :43mx5mx4.5m
Head pond (L x B) :11.0mx6.0m
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G) Headrace Pipe
Length
Internal diameter and thickness

H) Penstock
Length of penstock pipe
Internal diameter & thickness

I) Powerhouse
Type

Dimension

Control Building
Turbine center level
Number of units
Type of turbine
Installed capacity
Generators

Speed of Turbine

J) Tailrace Culvert/Canal
Type, Length

Size

Open Canal Section

K) Switchyard
Dimension

L) Transmission Line

Type
Length

RU RU JALBIDHYUT PARIYOJANA LIMITED

HYDROPOWER

:1137.901T m
:1.35 m, Thickness =6 -8 mm

:2206.043 m
:1.3m, Thickness =8, 10,12, 14, 16, 18 mm

: Semi-Underground
:3450mx7.75mx 1424 m (Lx B x H)
:2850m x4.75x4.0m (LxBxH)

:E1 842.0 masl

:Three

: Francis Turbine (horizontal axis)

:5 MW

: Synchronous three phase 1.961 MVA
: 1000 RPM

: RCC Culvert, 62.84 m long
:Tmx1.2mto 1.5mx1.5m
:32.5 m length stone masonry canal

:117.0m x 19.50m

133 KV
:11.80 km
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Salient Features of Upper Pikhuwa HEP

Location

Latitude

Longitude

Name of River

Type of Scheme

Gross and Net Head

Installed Capacity

Sellable energy

Catchment Area

Design Discharge

Diversion Weir

Intake

Gravel Trap size (L.B.H)

Settling basin

Headrace and penstock pipe
Powerhouse

Tailrace Type and Size

Turbine

Generator number and type
Rated Output Capacity per Unit
Transformer type, No and Rated Capacity
Transmission line

Total Cost of the Project with IDC
Construction Period

RoE

@ 28 3ff oI uffded | 3me. 0¢o/o0ce

: Tyamke-Maiyum RM,

Bhojpur, Koshi Province

:27°15'12" Nand 27°13' 27" N
:87°00' 10" E and 86° 59' 00" E

: Pikhuwa Khola & Bunkhuwa Khola

: Run off River

:269.5 m & 249.50m

:4.9 MW

: 28.96 GWh

- 55 km?

£ 2.39m’/s

: Boulder riprap, 15.0m long, 3.5m high
: Side Intake, 2 nos, 1.5m x 0.8 m
:10mx3.5x2.20m

: Two bay, Hopper shaped, 34m x 4.0m x 4.0 m
: MS Pipe, ID: 1.2m, 6-20mm thick, 3620m long
:Surface, 16 mx 11 m x 8m

: RCC Channel, 10mx1.0mx1.0m

: 2 jet, Horizontal axis, Pelton

: 2 nos. 6.6kV, Synchronous

: 3100 kVA

: 3 Phase, 1 no, 6.2 MVA

: 27km 33kV double circuit, Tumlingar
: NRs 96.82 Crore

: 2 years

:18.28%
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Salient Features of Pikhuwa Pashupati HEP

Location

Latitude

Longitude

Name of River

Type of Scheme

Gross and Net Head
Installed Capacity

Avg Annual Energy after outage
Catchment Area

Design Discharge

Diversion Weir

Intake

Gravel Trap size (L.B.H)
Settling basin

Headrace pipe

Surge pipe

Penstock

Powerhouse

Tailrace Type and Size
Turbine

Generator number and type
Rated Output Capacity per Unit

Transformer type, No and Rated Capacity

Transmission line

Total Cost of the Project with IDC

Construction Period
RoE

: Tyamke-Maiyum RM & Bhojpur Municipality,
Bhojpur, Koshi Province

:27°12'08" N and 27°33' 27" N

: 86°59' 00" E and 87° 00' 00" E

: Pikhuwa Khola

: Run off River

:126.5m & 116.90m

:4.1MW

: 23.465 GWh

: 90 km?

:4.11m°/s

: Concrete Overflow weir, 20m long, 3m high
: Side Intake, 2 nos, 1.5m x 0.8 m
:10mx3.0x2.20m

: Two bay, Hopper shaped 35m x6.5m x4.0 m
: MS Pipe, ID: 1.55m, 8mm thick, 2230m long
: MS pipe, Surface 4m ID

: MS pipe,1.4m ID, 455m, 10-12 mm thick
:Surface, 26 mx 13 m x 9.5m

: RCC Channel, 27mx1.65mx1.80m

: 2 units of Horz. Francis

: 2 nos. 6.6kV, Synchronous

: 2550 kVA

: 3 Phase, 1 no, 5 MVA

: 2 km long, 33 kV upto Upper Pikhuwa PH

: NRs 77.65 Crore

: 2 years

:17.06%
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RU RU JALBIDHYUT PARIYOJANA LIMITED

Head Office: Project Site:
Ka.Ma.Na.Pa.-1, Hattisar, Kathmandu Hugdi Khola,
Tel.: +977-1-4519393, 4519394 Chandrakot Rural Municipality, Gulmi

E-mail: contact@ruruhydro.com
www.ruruhydro.com




