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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SYNERGY
POWER DEVELOPMENT COMPANY LIMITED

Opinion

We have audited the financial statements of Synergy Power Development Company

Limited (the ‘company’) for the year ended F.Y 2077/ 078 [corresponding to F. Y.

2020/21] which comprise of Statement of Financial Position as at Ashad 31, 2078

(corresponding to July 15, 2021), statement of Profit and Loss , Statement of Changes

in Equity and Statement of Cash Flow for the year then ended and notes to the financial

statements, including a summary of Significant Accounting Policies.

In our opinion, the accompanying financial statements, give a true and fair view of the

financial position of the company as at Ashad end 2078 and of its financial performance

and cash flows for the year then ended, in with Nepal Financial Reporting Standards

(‘NFRS”) and other relevant practices.

Basis for opinion '

We conducted our audit in accordance with Nepal Standards on Auditing (NSA). Our

responsibilities under those standards are further described in the Auditor’s

Responsibilities for the Audit of the Financial Statements section of our report. We are

independent of the Company in accordance with the International Ethics Standards

Board for Accountants Code of Ethics for Professional Accountants (IESBA Code),

and we have fulfilled our ather ethical responsibilities in accordance with these

requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of directors for the financial statements

The directors are responsible for the preparation of financial statements that give a true

and fair view in accordance with NFRS and International Financial Reporting

Standards, and for such internal control as the directors determine is necessary to enable

the preparation of financial statements that are free from material misstatement,

whether due to fraud or error.

In preparing the financial statements, the directors are 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 the
directors either intend to liquidate the company or to cease operations, or have no
realistic alternative but to do so.

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 scepticism 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

P.O.Box: 9113, Dillibazar, Kathmandu, Nepal
Tel: +977-9841297269,cauprety@gmail.com
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collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control;

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

e evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors;

o conclude on the appropriateness of the directors’ 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; and

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

We communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit and significant audit findings, including any

significant deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

As per Companies Act 2063, based on our audit carried out on sampling basis, we report

that, in our opinion:

1. We have obtained all the information and explanations, which, to the best of our
knowledge and belief, were considered necessary for the purpose of our audit;

2. Proper books of accounts as required by law have been kept by the Company as far
as appears from our examination of such books;

3. Statement of Financial Position as at Ashad 31, 2078 [corresponding to July 15,
2021], the statement of profit and Loss and Statement of Changes in Equity and
Statement of Cash Flow for the year then ended are in agreement with the books
of accounts maintained by the Company;

4. The business of the Company has been conducted satisfactorily; and

5. To the best of our knowledge and in accordance with explanations given to us and
from our examination of the books of accounts of the Company, necessary for the
purpose of our audit, we have not come across cases where the Board of Directors,
representative or any employee of the Company has acted contrary to the provisions
of law, or committed any misappropriation or caused loss or damage to the

Principal
Date: 2078/04/22

Place: Kathmandu
UDIN: 210817CA00587EPUMS8

Page 2 of 2

P.O.Box: 9113, Dillibazar, Kathmandu, Nepal
Tel: +977-9841297269,cauprety@gmail.com
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Statement of Financial Position
As on 31st Ashadh, 2078

(Amount In NPR)

Particulars Note As on 31st Ashad, 2078 As at 31nd Ashad, 2077
ASSETS
Non-Current Assets
Property, Plant and Equipment 4.1 33,495,775.91 34,487,247.82
Intangible Assets 4.2 1,177,593,986.88 1,186,495,835.60
Investment 4.3 200,000,000.00 -
Total Non-Current Assets 1,411,089,762.79 1,220,983,083.42
Current Assets
Financial Assets
Trade Receivables 4.4 97,293,041.27 100,984,150.81
Cash and Cash Equivalent 4.5 6,936,965.94 13,996,490.09
Other Current Assets 4.6 26,950,132.73 8,625,644.22
Current Tax Assets 4.7 - -
Total Current Assets 131,180,139.94 123,606,285.12
Non-Current Assets Held for Sale 4.8
Total Assets 1,542,269,902.73 1,344,589,368.54
EQUITY AND LIABILITIES
Equity
Equity Share Capital 4.9 733,250,000.00 700,000,000.00
Reserve and Surplus 4.10 86,653,725.03 35,827,967.96
Total Equity 819,903,725.03 735,827,967.96
Liabilities
Non-Current Liabilities
Financial Liabilities
Borrowings 4.1 678,234,862.20 576,827,228.68
Deferred Tax 412 - -
Other Non-current Liabilities - -
Non- Current Liabilities 576,827,228.68 692,752,077.09
Financial Liabilities
Borrowings 413 24,891,648.06 17,395,612.74
Trade and Other Payables 4.14 19,239,667.44 14,538,559.16

Total Current Liabilities

44,131,315.50

31,934,171.90

Total Liabilities

722,366,177.70

608,761,400.58

Total Equity and Liabilities

1,542,269,902.73

1,344,589,368.54

Net Asset Value (NAV)

111.82

105.12

Significant Accounting Policies & Notes to the Accounts are integral part of financial statements

As per our report on even date

Sujan Chandra Poudel
Head- Accounts & Finance

Indra Bahadur Thapa
Chairperson

Surendra Bahadur Khadka
Managing Director

FCA. Shailendra Uprety
Proprietor
S.Uprety & Associates
Chartered Accountants

Prakash Kumar Adhikari

Arun Singh Basnet

Gopal Prasad Acharya

Director

Date: 2078/04/22

Director

Place: Kathmandu

Director
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Statement of Profit & Loss and Other Comprehensive Income
For the period 1st Shrawan 2077 - 31st Ashadh, 2078

(Amount In NPR)
Particulars Notes Current Year Previous Year
Sale Income 4.15 201,575,114.24 | 236,229,939.96
Other Income 4.16 180,387.52 19,983.60
Gross Income 201,755,501.76 236,249,923.56
Project Expenses 417 4,382,034.17 3,486,865.98
Administrative and General Expenditure 4.18 8,034,440.02 5,023,462.16
Personnel Expense 4.19 21,436,703.00 21,234,651.00
Other Expenses 4.20 9,139,411.00 9,975,461.38
Depreciation on Property and Equipment 4.1 1,236,450.91 1,483,534.97
Amortization of Intangible Assets 4.2 11,894,888.76 12,107,100.37
Finance Expenses 4.21 50,443,870.56 71,368,986.04
Total Administration and other Expenses 106,567,798.42 | 124,680,061.90
Profit Before Staff Bonus 95,187,703.34 | 111,569,861.66
Staff Bonus 4.14 1,848,304.92 2,187,644.35
CSR Provision 414 924,152.46 -
Profit Before Taxes 92,415,245.97 | 109,382,217.31
Current Taxes 4.7 6,589,488.89 303,316.80
Deferred Tax (Income)/Expenses 4.7 - -
Profit for the Year 85,825,757.07 | 109,078,900.51
Other Comprehensive Income: - -
Actuarial( losses)/gains on retirement benefit obligations - -
Deferred Tax Implication of acutuarial gain/ (losses) - -
Available-for-sale-investments: - -
Fair Value Gain on revaluation of investment - -
Adjustment in Revaluation Reserve - -
Revaluation gain on land - -
Reclassfied to income statement - -
Other Comprehensive income for the year net - -
of taxation
Total Comprehensive income for the year net of taxation 85,825,757.07 | 109,078,900.51
Total Comprehensive Income attributable to : - -
Owners of Company 85,825,757.07 109,078,900.51
Non-Controlling Interest - -
Earnings Per Share (Rs. Per Share) Current Year Previous Year
Basic 11.70 15.58
Diluted 11.70 15.58

Significant Accounting Policies & Notes to the Accounts are integral part of financial statements

As per our report on even date

Sujan Chandra Poudel

Head- Accounts & Finance Chairperson

Indra Bahadur Thapa

Surendra Bahadur Khadka
Managing Director

FCA. Shailendra Uprety

Proprietor
S.Uprety & Associates
Chartered Accountants

Prakash Kumar Adhikari

Director Director

Date: 2078/04/22 Place: Kathmandu

Arun Singh Basnet

Gopal Prasad Acharya

Director
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Synergy Power Development Limited

Cash flow Statement
For the year ended 31st Ashadh, 2078

Annual Report
2077 /078

(Amount In NPR)
Particulars As on 31st Ashad, As at 31st Ashad,
2078 2077

A | Cash Flows from Operating Activities

1. Profit/Loss before Tax and Extra-Ordinary income/
expenses

85,825,757.07

62,775,411.50

Adjustments

Add:

1) Depreciation

1,236,450.91

1,483,534.97

2) Amortized Expenses

11,894,888.76

12,107,100.37

3) Interest Expenses

50,443,870.56

71,368,986.04

Less:

1) Profit on Sale of Vehicle

2. Cash Flows before Change in Working Capital

149,400,967.30

194,038,521.89

1) (Increase)/Decrease in Current Assets

(14,633,378.97)

31,840,028.94

2) Increase/(Decrease) in Current Liabilities

12,197,143.61

(23,804,461.72)

Cash Flow before Extra ordinary items

146,964,731.94

202,074,089.11

Income/(Expenses) from Extraordinary items

Net Cash Flow from Operating Activities (A)

146,964,731.94

202,074,089.11

B [Cash Flow from Investing Activities

1) Dividend/Interest Received

2) Sale/(Purchase) of Fixed Assets

(3,238,019.04)

(864,000.00)

3) (Increase)/Decrease in Loan and Advances

4) (Increase)/Decrease in Investment

(200,000,000.00)

)
5) (Increase)/Decrease in other Deferred Expenses
6) (Increase)/Decrease in Intangible Assets

7) Others

Net Cash Flows from Investing Activities (B)

(203,238,019.04)

(864,000.00)

C |Cash Flow from Financing Activities

1) Share Capital Received In cash

2) Payment of Long Term Loans

3) Distribution of Dividend (Cash)

(1,750,000.00)

4) Increase/(Decrease) in Secured Loan

101,407,633.52

(115,924,848.41)

5) Bank Interest

(50,443,870.56)

(71,368,986.04)

6) Others
D Net Cash Flows from Investing Activities (C) 49,213,762.96 (187,293,834.45)
Net Increase/(Decrease) in cash (A+B+C) (7,059,524.14) 13,916,254.66
Opening Cash and Bank Balance 13,996,490.10 80,235.44

E |Closing Cash and Bank Balance

6,936,965.94

13,996,490.10

Significant Accounting Policies & Notes to the Accounts are integral part of financial statements

As per our report on even date

Sujan Chandra Poudel
Head- Accounts & Finance

Indra Bahadur Thapa
Chairperson

Surendra Bahadur Khadka
Managing Director

FCA. Shailendra Uprety
Proprietor
S.Uprety & Associates
Chartered Accountants

Prakash Kumar Adhikari
Director

Arun Singh Basnet
Director

Date: 2078/04/22 Place: Kathmandu

Gopal Prasad Acharya
Director
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1. General Information of Reporting Entity

Synergy Power Development Limited (SPDL) engages in the generation of hydroelectricity
in Nepal. It operates a Hydro project with an installed capacity of 10 MW. The company
was founded in 2006 A.D. and is based in Kathmandu, Nepal. The shares of the company
are listed in Nepal Stock Exchange Limited.

2. Significant Accounting Policies
2.1. Basis of Preparation

The Financial statements of the Company have been prepared on accrual basis of
accounting with Cash Flow information which is prepared using indirect method.

The Financial Statement comprises the Statement of Financial Position, Statement
of Profit & Loss and Other Comprehensive Income shown in a separate Statement,
Statement of Changes in Equity, Cash Flow Statement and Significant Accounting
Policies and Notes to Financial Accounts. The significant accounting policies applied
in the preparation of financial statements are set out below in point number 3. These
policies are consistently applied to all the years presented, except for the changes in
accounting policies disclosed specifically.

2.1.1. Statement of Compliance

The Financial Statement has been prepared in accordance with Nepal Financial
Reporting Standards (NFRS) as published by the Accounting Standards Board (ASB)-
Nepal.

2.1.2. Reporting Period and approval of Financial Statements

The company follows the Nepalese Financial Year based on the Nepalese Calendar.
The accompanied Financial Statements have been adopted by the Board of Directors
on its board meeting held on 2078/04/24 and have been recommended for approval by
shareholders in the F.Y. 2077/078 Annual General Meeting.

2.1.3. Functional and Presentation Currency

The financial statements are prepared in Nepalese Rupees, which is the company
functional currency. All the financial information presented in Nepalese Rupees has
been rounded to the nearest thousands, except otherwise indicated.

2.1.4. Rearrangement and reclassification

The figures for previous year are rearranged, reclassified and/or restated wherever
necessary for the purpose of facilitating comparison. Appropriate disclosures are made
wherever necessary.

2.1.5. Significant Accounting Estimates and Judgments:

The preparation of the financial statements in conformity with Nepal Financial Reporting
Standards requires the use of certain critical accounting estimates and judgments. It also
requires management to exercise judgment in the process of applying the Company’s
accounting policies. The Company makes certain estimates and assumptions regarding
the future events. Estimates and judgments are continuously evaluated based on historical
experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances. Management believes that the estimates used
in the preparation of the financial statements are prudent and reasonable. Future results
could differ from these estimates. Any revision to accounting estimates is recognized
prospectively in current and future periods. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year primarily includes:
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Useful Life and Residual Value of Property, Plant and Equipment

Management reviews the useful life and residual values of property, plant and equipment
at least once a year. Such life is dependent upon an assessment of both the technical life
of the assets and also their likely economic life, based on various internal and external
factors including relative efficiency and operating costs. Accordingly, depreciable lives
are reviewed annually using the best information available to the Management.

Impairment of Property Plant and Equipment

At the end of each reporting period, the Company reviews the carrying amounts of its
property, plant and equipment to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss
(if any). Recoverable amount is the higher of fair value less costs to sell and value in
use. Value in use is usually determined on the basis of discounted estimated future cash
flows. This involves management estimates on anticipated commaodity prices, market
demand and supply, economic and regulatory environment, discount rates and other
factors. Any subsequent changes to cash flow due to changes in the above mentioned
factors could impact the carrying value of assets.

Contingencies

In the normal course of business, contingent liabilities may arise from litigation and other
claims against the Company. Potential liabilities that are possible but not probable of
crystallizing or are very difficult to quantify reliably are treated as contingent liabilities.
Such liabilities are disclosed in the notes but are not recognized.

Defined Benefit Plans

The cost of defined benefit plan and other post- employment benefits and the present
value of such obligations are determined using actuarial valuations. An actuarial valuation
involves making various assumptions that may differ from actual development in the
future. These include the determination of the discount rate, future salary escalations
and mortality rates etc. Due to the complexities involved in the valuation and its long-term
nature, a defined benefit obligation is highly sensitive to changes in these assumptions.
Considering the size and functioning of the company, third party Actuarial Valuation is
not made as the number of staffs working in the Company is limited based on cost for
defined benefits obligation.

Recognition of Deferred Tax Assets

Significant management judgment is required to determine the amount of deferred tax
assets that can be recognized, based upon the likely timing and the level of future taxable
profits together with future tax planning strategies. The Company based its assumptions
and estimates on parameters available when the financial statements were prepared.
Existing circumstances and assumptions about future developments, however, may
change due to market changes or circumstances arising beyond the control of the
Company. Since, the company is on a tax holiday period, no Deferred Tax implications
have been considered.

2.1.6. Presentations

For presentation of the Statement of Financial Position, assets and liabilities have been
bifurcated into current and non-current, by their respective maturities and are disclosed
in the notes. All assets apart from Property and Equipment, Investments and Deferred
Taxes assets are taken as current assets unless specific additional disclosures are made
in the notes for current and non-current distinction. All liabilities apart from Net Defined
Benefit Obligations are taken as current liabilities unless specific additional disclosures
are made in the notes for current and non-current distinction.
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The Statement of Profit or Loss has been prepared using classification “by nature”
method. The cash flow from operation within the Statement of Cash Flows have been
prepared using the Indirect Method.

2.1.7. Materiality and Aggregation

In compliance with NAS 1 “Presentation of Financial Statements” each material class of
similar items are presented separately in the Financial Statements. ltems of dissimilar
nature or functions are presented separately unless they are immaterial.

2.1.8. Cost Constraint

The company assesses whether the benefits of reporting particular information are
likely to justify the cost incurred to provide and use that information. It is consistent
with the framework of NFRS not to maximize the qualitative characteristics of financial
information and other main framework concepts when the cost of doing so would exceed
the benefits.

3. Accounting Policies
3.1. Useful Life and Residual Value of Property, Plant and Equipment:

Management reviews the useful life and residual values of property, plant and equipment
at least once a year. Such life is dependent upon an assessment of both the technical
life of the assets and their likely economic life, based on various internal and external
factors including relative efficiency and operating costs. Accordingly, depreciable lives
are reviewed annually using the best information available to the Management.

3.2. Contingencies

In the normal course of business, contingent liabilities may arise from litigation and
other claims against the Group. Potential liabilities that are possible but not probable of
crystallizing or are very difficult to quantify reliably are treated as contingent liabilities.
Such liabilities are disclosed in the notes but are not recognized.

3.3. Change in Accounting Policies

The same accounting policies are normally adopted in each period and from one period
to the next to maintain compatibility of the Financial Statements of the entity over time
to identity trends in the financial position, performance and cash flows. However, the
changes when required by NFRS or due to the requirement that results in the financial
statements providing more reliable and more relevant information about the effects of
transaction, other conditions on the entity’s financial position, financial performance or
cash flows are made and the changes are applied retrospectively.

3.4. Going Concern

The Directors have made an assessment of Entity’s ability to continue as a going concern
and satisfied that it has the resources to continue in business for the foreseeable future.
Furthermore, Board is not aware of any material uncertainties that may cast significant
doubt upon Entity’s ability to continue as a going concern and they do not intend either
to liquidate or to cease operations of it. Therefore, the Financial Statements continue to
be prepared on the going concern basis.

3.5. Financial Assets and Financial Liabilities
3.5.1. Recognition

The company initially recognizes a financial assets or financial liabilities in its Statement
of Financial Position when, and only when, it becomes party to the contractual provisions
of the instruments. The transaction costs that are directly attributable to the acquisition
or issues of financial instruments (other than of the Financial Instruments through Profit
or Loss) are added or deducted from the fair value of the financial assets or financial
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liabilities, as appropriate, on the initial recognition. Transaction costs directly attributable
to the acquisition of financial assets or financial liabilities at fair value through profit or
loss are recognized immediately in Statement of Profit or Loss. The institution thus has
initially recognized investment and borrowings etc. on the date when they are originated
i.e., date when the Company has become party to the contractual provision of the
instruments. Investment on the equity instruments is recognized on trade date at which
the Company commits to purchase the financial assets.

3.5.2. Classification

The company classifies its financial assets as subsequently measured at amortized cost
using effective interest method or fair value on the basis of the company’s business
model for managing the financial assets and the contractual cash flow characteristics of
the financial assets. The two classes of financial assets are as follows:

a. Financial Assets measured at amortized cost
b. Financial Assets measured at Fair Value
3.5.3. Financial Assets
a. Financial Assets measured at amortized cost

The company classifies financial assets at amortized cost if both of the following
conditions are met:

* The asset is held within a business model whose objectives is to hold assets
in order to collect contractual cash flows and,

» The contractual terms of the financial asset give rise on a specified date to cash flows
that are solely payments of principals and interest on the outstanding principals.

b. Financial Assets measured at fair value

Financial assets other than measured at amortized cost are measured at fair value.
Financial assets measured at fair value are further classified into two categories as
below:

» Financial assets at fair value are classified as fair value through profit or loss if they
are held for trading or are designated at fair value through profit or loss. Such assets
are subsequently measured at fair value and changes in fair value are recognized in
Statement of Profit or Loss.

» Financial assets at fair value through other comprehensive income are investment in
an equity instrument that is not held for trading and at the initial recognition, the
company makes an irrevocable election that the subsequent changes in fair value of
the instrument is to be recognized in Other Comprehensive Income are classified as
financial assets at fair value through Other Comprehensive Income.

3.5.4. Financial Liabilities
The company classifies the financial liabilities as follows:
a. Financial Liabilities at fair value through profit or loss

Financial Liabilities are classified as fair value through profit or loss if they are held for
trading or are designated at fair value through Profit or Loss. Upon initial recognition,
transaction cost that are directly attributable to the acquisition are recognized in
Statement of Profit or Loss as incurred. Subsequent changes in fair value are recognized
in Statement of Profit or Loss.

b.Financial Liabilities measured at amortized cost

All financial liabilities other than measured at fair value through profit or loss are classified
as subsequently measured at amortized cost using effective interest method. For financial
liabilities i.e., loans due to bank and financial institution, the effective interest rate is equal
to discounting factor thus there has been no difference on calculation of loan amount.
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3.5.5. Measurement
a. Initial Measurement

A financial assets or financial liability is measured initially measured at fair value plus,
for an item not at fair value through profit or loss, transaction costs that are directly
attributable to its acquisition or issue.

Transaction costs in relation to financial assets and liabilities at fair value through profit
or loss are recognized in Statement of Profit or Loss.

b. Subsequent Measurement

Financial Assets or Liability classified at amortized cost on initial recognition is
subsequently measured at amortized cost using effective interest method.

Financial Assets classified at fair value are subsequently measured at fair value. The
subsequent changes in fair value of financial assets at fair value through profit or loss are
recognized in Statement of Profit or Loss whereas of financial assets at fair value through
other comprehensive income are recognized in Other Comprehensive Income.

c. De-Recognition

Financial Assets are derecognized when the right to receive cash flows from the assets
have expired or where the company has transferred substantially all risks and rewards of
ownership. If substantially all the risks and rewards have been retained nor transferred
and the company has retained control, the assets continue to be recognized to the extent
of the company’s continuing involvement.

Financial Liabilities are derecognized when they are extinguished. A financial liability is
extinguished when the obligation is discharged, cancelled or expired.

d. Determination of Fair Value

Assets and liabilities are carried at fair value or for which fair values are disclosed have
been classified into three levels according to the observability of the significant inputs
used to determine the fair values. Changes in the observability of significant valuation
inputs during the reporting period may result in a transfer of assets and liabilities within
the fair value hierarchy. 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 observability of the inputs to the valuation techniques as at the end of the reporting
period.

The company uses the following hierarchy for determining and disclosing the fair value
of financial instruments by valuation technique:

Level 1: quoted (unadjusted) price in active markets for identical assets or liabilities

Level 2: other techniques for which all inputs which have a significant effect on the
recorded fair value are observable, either directly or indirectly

Level 3: techniques which use inputs that have a significant effect on the recorded fair
value that are not based on observable market data.

e. Impairment

At each reporting date, the company shall assess whether there is objective evidence
that a financial assets or group of financial assets not carried at fair value through
profit or loss are impaired. A financial asset or a group of financial assets is impaired
when objective evidence demonstrates that a loss event has occurred after the initial
recognition of the assets and that the loss event has an impact on the future cash flow of
the asset(s) that can be estimated reliably.

Objective evidence that financial assets are impaired can include:

1.Counterparty files for bankruptcy and this would avoid or delay discharge of its
obligation.
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2.The company initiates legal recourse of recovery in respect of a credit obligation of
the counterparty.

3.The disappearance of an active market for a security.

4.0bservable data relating to a group of assets such as adverse changes in the
payment status of borrowers or issuers in the group or economic conditions that
correlate with defaults in the group.

5.Indication that the industry in which the counterparty has operated has been facing
negative conditions affecting borrower adversely and borrower has not been able to
adopt the mitigating actions.

6.Blacklisted by Credit Information Center.

7.In case of investment in equity security, a significant or prolonged decline in its fair
value below its cost.

8.0Other.
3.5.6. Offsetting

Financial Assets and liabilities are offset, and the net amount presented in the Statement
of Financial Position when and only when, the Company has a legal right to set off the
amounts and it intends either to settle them on a net basis or to realize the assets and
settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted under NFRS, or
for gains and losses arising from a group of similar transactions such as in the company’s
trading activity.

3.6. Borrowing Cost

Borrowing costs consist of interest and other costs that an entity incurs in connection with
the borrowing of funds. Borrowing cost also includes exchange differences to the extent
regarded as an adjustment to the borrowing costs.

Borrowing costs directly attributable to the acquisition, construction or production of an
asset that necessarily takes a substantial period of time to get ready for its intended use
or sale are capitalized as part of the cost of the asset until such time as the assets are
substantially ready for the intended use or sale. All other borrowing costs are expensed
in the period in which they occur.

3.7. Employment Benefits

The company has schemes of employment benefits namely provident fund, employee
gratuity, other retirement benefit and accumulate leave payable as per employee service
manual.

Defined contribution plan — Provident Fund, Gratuity

Under defined contribution plans, provident fund, the Company pays pre-defined amounts
to separate funds and does not have any legal or informal obligation to pay additional
sums. Contributions to defined contribution schemes (Provident fund) has no further
defined obligations beyond monthly contributions. Contributions to defined contribution
schemes are deposited with Employees Provident Fund (Karmachari Sanchaya Kosh).

Gratuity is provided as per the Provisions of the Labour Act, 2074. However, facilities like
accumulated leave, insurance benefit has not been provided as per Labor Act, 2074

The company is not registered with social security fund setup under Social Security Act,
2074.
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Defined benefit plan

i. The liability or asset recognized in the balance sheet in respect of defined benefit plan
is the present value of defined benefit obligations at the end of the reporting period
less fair value of plan assets. The defined benefit obligation is calculated annually by
actuaries through actuarial valuation using the projected unit credit method.

ii. The Company recognizes the following changes in the defined benefit
obligation to the profit or loss statement:

* Service costs comprising current service costs and past-service costs
¢ Interest expenses

The net interest cost is calculated by applying the discount rate to the net balance of the
defined benefit obligation and fair value of plan assets. This cost is included in employee
benefit expenses in the statement of the profit & loss.

iii. Any changes in the liabilities over the year due to changes in assumptions or
experience within the scheme, are recognized in other comprehensive income in the
period in which they arise.

iv. NAS 19 requires the exercise of judgment in relation to various assumptions
including future pay rises, inflation and discount rates and employee and pensioner
demographics. The Company determines the assumptions in conjunction with its
actuaries and believes these assumptions to be in line with best practice, but the
application of different assumptions could have a significant effect on the amounts
reflected in the income statement, other comprehensive income and balance sheet.
There may be also interdependency between some of the assumptions.

v. The Company has not provided any defined benefit plan to its employees.
Short term and long-term employment benefits

i. A liability is recognized for benefits accruing to employees in respect of wages and
salaries, annual leave and sick leave in the period the related service is rendered at
the undiscounted amount of the benefits expected to be paid in exchange for that
service.

ii. Liabilities recognized in respect of short-term employee and contractual employees,
benefits are measured at the undiscounted amount of the benefits expected to be paid
in exchange for the related service.

3.8. Provisions, contingencies and commitments

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

i. When the Company expects some or all of a provision to be reimbursed, for example,
under an insurance contract, the reimbursement is recognized as a separate asset,
but only when the reimbursement is virtually certain.

iii. The expense relating to a provision is presented in the statement of profit and loss net
of any reimbursement.

iv. If the effect of the time value of money is material, provisions are discounted using
a current pre-tax rate that reflects, when appropriate, the risks specific to the liability.
When discounting is used, the increase in the provision due to the passage of time is
recognized as a finance cost.

v. A provision for onerous contracts is recognized when the expected benefits to be
derived by the Company from a contract are lower than the unavoidable cost of
meeting its obligations under the contract. The provision is measured at the present
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value of the lower of the expected cost of terminating the contract and the expected net
cost of continuing with the contract. Before a provision is established, the Company
recognizes any impairment loss on the assets associated with that contract.

vi. A contingent liability is a possible obligation that arises from past events whose
existence will be confirmed by the occurrence or non-occurrence of one or more
uncertain future events beyond the control of the Company or a present obligation that
is not recognized because it is not probable that an outflow of resources will be required
to settle the obligation. A contingent liability also arises in extremely rare cases where
there is a liability that cannot be recognized because it cannot be measured reliably.
The Company does not recognize a contingent liability but discloses its existence in
the standalone financial statements.

vii. Acontingent assetis a possible asset that arises from past events and whose existence
will be confirmed only by the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the entity.

viii. Commitments include the amount of purchase order (net of advances) issued to
parties for completion of assets.

ix. Provisions, contingent liabilities, contingent assets and commitments are reviewed at
each reporting period.

3.9. Financial Instruments

Financial assets and financial liabilities are recognized when the Company becomes a
party to the contract embodying the related financial instruments. All financial assets,
financial liabilities and financial guarantee contracts are initially measured at transaction
cost and where such values are different from the fair value, at fair value. Transaction
costs that are directly attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets and financial liabilities at fair value
through profit and loss) are added to or deducted from the fair value measured on initial
recognition of financial asset or financial liability. Transaction costs directly attributable to
the acquisition of financial assets and financial liabilities at fair value through profit and
loss are immediately recognized in the statement of profit and loss. In case of interest
free or concession loans/debentures/preference shares given to subsidiaries, associates
and joint ventures, the excess of the actual amount of the loan over initial measure at fair
value is accounted as an equity investment.

Investment in equity instruments issued by subsidiaries, associates and joint ventures
are measured at cost less impairment.

Investment in preference shares/debentures of the subsidiaries are treated as equity
instruments if the same are convertible into equity shares or are redeemable out of the
proceeds of equity instruments issued for the purpose of redemption of such investments.
Investment in preference shares/ debentures not meeting the aforesaid conditions are
classified as debt instruments at amortized cost.

3.10. Effective Interest Method

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

Income/ expense arising on financial instruments after applying an effective interest
rate is recognized in Statement of Profit and Loss and is included in the “Other finance
income” or “Other finance cost” line item. For calculating EIR, interest rate on borrowings
from bank has been considered.
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4. OTHER EXPLANATORY NOTES
4.1. Property Plant and Equipment
Figures in NPR

Property and Equipment Land Offlce Vehicle Office Tools Total
Equipment

Opening Balance as at

01/04/2077 28,377,072.72 | 4,943,736.42 | 18,120,801.76 | 1,543,512.40 | 1,507,628,431.81

Additional 244,979.00 - - 244,979.00

Disposals - - - - -

Discontinued Operations - - - - -

Transfer to held for sales - - - - -

Exchange and other
adjustments

Revaluations - - - - -

Balance as at 31/03/2078 | 28,377,072.72 | 5,188,715.42 | 18,120,801.76 | 1,543,512.40 53,230,102.30

Depreciation and
impairment

Balance as at 01/04/2077

3,893,563.76 | 13,996,092.54 608,219.18 18,497,875.48

Depreciation charges for

298,900.08 824,941.84 112,608.98 1,236,450.91
the year

Disposals - - - - -

Discontinued Operations - - - - -

Transfer to held for sales - - - - -

Exchange and other
adjustments

Impairment - - - - -

Balance as at 31/03/2078 4,192,463.84 | 14,821,034.38 720,828.16 19,734,326.39

Net book Value

As on 31/03/2077 28,377,072.72 | 1,050,172.66 | 4,124,709.22 935,293.22 34,487,247.82

As on 31/03/2078 28,377,072.72 996,251.58 | 3,299,767.38 822,684.24 33,495,775.92

The Company has applied the Cost Model of accounting for Property and Equipment and
those policies have been consistently applied for all its Property and Equipment to all the
periods presented.

All categories of Property and Equipment are initially recorded at cost. Property and
Equipment are subsequently measured at historical cost less depreciation and impairment
losses. Historical cost includes expenditure that is directly attributable to its acquisition
and the borrowing costs that have been capitalized as a part of cost of asset.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the Company and the cost of the item can be measured reliably.
All other repairs and maintenance are charged to Statement of Profit or Loss during the
financial period in which they are incurred.
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Depreciation and Amortization

i. Depreciation is recognised so as to write off the cost of assets (other than freehold
land and properties under construction) less their residual values over their useful
lives.

ii. Amortisation is recognised on a straight-line basis over their estimated useful lives.
The estimated useful life and amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate being accounted for on a
prospective basis.

iii. Depreciation is provided on the written down method based on the rates determined
by the management. Depreciation on additions to fixed assets is charged on pro-
rata basis in the year of purchase. The corresponding rates at which the assets are
depreciated are as follows:

Category of asset Estimated useful life:

S.N Category of Assets Rate
1 Land 0
2 Office Equipment 25%
3 Vehicles 20%
4 Office Tools 25%
5 Intangible Assets 1%

4.2. Intangible Assets

i. Intangible assets with finite useful lives that are acquired separately are carried at cost
less accumulated amortization and accumulated impairment losses. Intangible assets
with indefinite useful lives are carried at cost less accumulated impairment losses.

ii. Gains or losses arising from derecognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset
and are recognized in the statement of profit and loss when the asset is derecognized.

iii. The Company has applied IFRIC 12, “Service Concession Arrangements”, and has
accordingly classified project assets intangible assets.

Service Concession Arrangements

IFRIC 12 — Service Concession Arrangements applies to public-to-private service
concession arrangements if:

(a) The grantor controls or regulates what services the operator must provide with the
infrastructure, to whom it must provide them, and at what prices: and

(b) The grantor controls through ownership, beneficial entittement or otherwise any
significant residual interest in the infrastructure at the end of the term of the
arrangement.

Infrastructure used in a public-to-private service concession arrangement for its entire
useful life (whole life of assets) is within the scope of this IFRIC, if the conditions in (a)
above are met.

These arrangements are accounted on the basis of below mentioned models depending
on the nature of consideration and relevant contract law.

Intangible Asset Model:

The intangible asset model is used to the extent that the Company, being an operator,
receives a right (a license) to charge users of the public service. A right to charge users
of public services is not an unconditional right to receive cash because the amounts are
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contingent on to the extent that public uses the services. Both type of arrangements may
exist within a single contract to the extent that the grantor has given an unconditional
guarantee of payment for the construction and the operation i.e., considered as a financial
asset and to the extent that the operator has to rely on the public using the service in
order to obtain payment, the operation has an intangible asset.

The Company manages concession arrangements which include power supply from
its hydro power plant. The Company maintains and services the infrastructure during
the concession period. These concession arrangements set out rights and obligations
related to the infrastructure and the services to be provided. The right to consideration
gives rise to an intangible asset and accordingly, the intangible asset models is applied.

Income from the concession arrangements earned under the intangible asset model
consists of the (i) Fair Value of the contract revenue, which is deemed to be fair value
of consideration transferred to acquire the asset; and (ii) payments actually received
from the users. The intangible asset is amortized over its expected useful life in a way
that reflects the pattern in which the asset’'s economic benefits are consumed by the
Company, starting from the date when the right to operate starts to be used. Based on
these principles, the intangible asset is amortized in line with the actual usage of the
specific public facility, with a maximum of the duration of the concession. In case of any
changes in expected useful life of such intangible assets, the change in estimate shall be
disclosed in the financial statements.

Any asset carried under concession arrangements is derecognized on disposal or when
no future economic benefits are expected from its future use or disposal or when the
contractual rights to the financial asset expire.

Figures in NPR
Particulars Service Concession Arrangement
Balance as at 31st Ashad, 2077 1,186,495,835.59
Additions 2,993,040.04
Disposals -
Adjustments during the year -
Amortization 11,894,888.76
Balance as at 31stAshad, 2078 1,177,593,986.88

4.3. Investment

As per the decision of the Board Meeting of the company held on 22nd February 2021,
the company had committed to invest 40% of equity shares amounting to NPR. 442.686
million in Apex Makalu Hydropower Pvt. Ltd. Out of the total committed amount the
company has invested NPR 200 million up to 31st Ashad, 2078.

As per NAS 27 — Separate Financial Statements, para 10, when an entity prepares
separate financial statements, it shall account for investment in subsidiaries, joint
venture and associates either: (a) at cost, (b) in accordance with IFRS 9; or (c) using
the equity method as described in IAS 28. The company has adopted cost method while
recognizing investment in its associates.

4.4. Trade Receivables
The Company has classified as asset as current assets when:
a) it expects to realize the asset or intends to sell or consume it in its operating cycle;
b) it holds the asset primarily for the purpose of trading;
c) it expects to realize the asset within 12 months after the reporting period or;
d) the asset is cash or cash equivalent.

Trade and other Receivables which are expected to be realized within 12 months after
the reporting period have been classified under current assets. They include receivables
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from debtors (receivable against message) and remittance commission receivable.
They are initially measured at fair value less any provision for impairment. Debtors
are assessed on a case-by-case basis for impairment. The fair value of such assets is
equivalent to their carrying amount.

Maijority of receivable balance of the Company is from Nepal Electricity Authority, which
is owned by Government of Nepal and therefore have been assumed to have zero risk

of recovery. So, no impairment testing has been made on such receivables

Figures in NPR

Particulars As on 315t Ashad, 2078 | As on 31st Ashad, 2077

a. Debtors
i) Nepal Electricity Authority 97,293,041.27
Total 97,293,041.27

100,984,150.81
100,984,150.81

4.5. Cash and Cash Equivalent

This includes the cash on hand, cash on vault, balance with other banks and financial
institutions which are used by the company for management of its short-term commitment.

Cash Balance
There is no cash balance with the company.
Balance with other Banks

These assets have been classified as financial assets (cash and cash equipment) and
subsequently measured at amortized costs. Risks associated with these assets are
regularly assessed.

The income on interest bearing account is credited to Statement of Profit and Loss
Account under Interest Income head

Figures in NPR

Particulars As on 32':)§,t8Ashad, As on ?510§It7Ashad,
a.Cash balance ) ]
b.Cash in Transit ) ]
c.Bank Balance 6,936,965.94 13,996,490.09

Bank of Kathmandu -current 11.670.00 11.670.00
Bank of Kathmandu -control 78.556.63 52 353.11
gi?:(renna; %a%glatld@peration) 723,613.10 122,930.96
Sanima Bank Ltd - Reserve Alc 2,491.73 2,491.73
Sanima Bank Ltd - Control A/c 422.48 13,356,753.18
Global IME Bank 138,014.99 70,028.78
Nabil Bank Ltd 11,431.49 11,431.49
Nic Asia Bank Ltd 5,508,732.67 32,795.49
NB Bank Ltd 10,992.74 10,992.74
NCC Bank Ltd 307,963.59 242,751.45
Nepal Bank Ltd. 8,965.00 8,965.00
NMB Bank Control a/c 134,111.52 73,326.16
Total 6,936,965.94 13,996,490.09
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Other current assets include advance payments, lendings, deposits and other advances.

Figures in NPR

Particulars As on 31st As on 31st
Ashad, 2078 Ashad, 2077

Prepaid Expenses (Insurance Paid) 1,655,857.45 1,635,433.02
Advance Income Tax (TDS on interest) 167,938.41 163,080.28
Advance Income Tax 5,752,262.35 -
Advance Office rent 200,000.00 -
Adhunik Construction and Suppliers Pvt. Ltd 4,228,875.00 -
Cream Hydel Pvt. Ltd. 743,363.10

Dawa Construction-Advance 379,182.65 379,182.65
Durga Engineering Pvt. Ltd 20,000.00 20,000.00
Poppu & Sons Services 4,804,001.10 4,804,001.10
Lafa Construction 1,000,000.00 1,000,000.00
Staff Advance 82,934.71 268,260.63
Sijapati Machinery Works Pvt. Ltd 250,000.00 -
ICRA Nepal 246,681.42 -
GN Nirman Sewa - 50,000.00
Padma Shree Pvt. Ltd. 29,077.57 29,077.57
Prahari Kalyan Kosh Deposit 26,609.57 26,609.57
Padam Tandan 150,000.00 150,000.00
Savier Law Associate 99,999.40 99,999.40
Surya Prasad Adhikari 1,500,000.00 -
Tamra Kausika Nirman Sewa Pvt. Ltd 5,613,350.00 -
Total 26,950,132.73 8,625,644.22

Current Tax assets/ Liability

The company has policy of booking current tax assets/liability by netting off advance
income tax with the provision for taxation made.

The 100% tax holiday available to the company expired on 10/03/2076 and the company
is entitled to 50% exemption of tax rate as per section 11(3gha) of Income Tax Act, 2058.

Non-Current Assets Held for Sale

The Company classifies non-current assets as held for sale if their carrying amounts
will be recovered principally through a sale rather than through continuing use. Actions
required to complete the sale should indicate that it is unlikely that significant changes to
the sale will be made or that the decision to sell will be withdrawn. Management must be
committed to the sale expected within one year from the date of classification.

The criteria for held for sale classification is regarded met only when the assets or disposal
group is available for immediate sale in its present condition, subject only to terms that
are usual and customary for sales of such assets, its sale is highly probable; and it will
genuinely be sold, not abandoned. Non-current assets held for sale are measured at the
lower of their carrying amount and the fair value less costs to sell. Assets and liabilities
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classified as held for sale are presented separately in the consolidated balance sheet.

Property, plant and equipment and intangible assets once classified as held for sale/
distribution to owners are not depreciated or amortized. The company has not classified
any of its assets as Non-Current Assets Held for Sale.

Share Capital

Financial Instruments issued 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. Dividend on ordinary shares is
recognized in equity in the period in which they are declared.

Figures in NPR

As at 31st As at 31st

Particulars Ashad, 2078 Ashad, 2077

(A) Authorized Capital
Equity Shares 7,000,000 @ Rs.100 per Share 700,000,000.00
Equity Shares 10,000,000 @ Rs.100 per Share | 1,000,000,000.00
(B) Issued Share Capital
Equity Shares 7,000,000 @ Rs.100 per Share 700,000,000.00
Equity Shares 7,332,500 @ Rs.100 per Share 733,250,000.00
(C) Paid -Up Share Capital

Equity Shares 7,000,000 @ Rs.100 per Share 700,000,000.00
Equity Shares 7,332,500 @ Rs.100 per Share 733,250,000.00
Total 733,250,000.00 | 700,000,000.00

4.10. Reserve

The reserve includes the reserve brought forward, this year profit and deferred tax
reserve.

Figures in NPR

Particulars As on 31st Ashad, 2078 i et 3;‘59;t7Ashad,
Profit/Loss till Last Year 35,827,967.96 (73,250,932.55)
Dividend paid (35,000,000.00) -
Profit/ Loss for this Year 85,825,757.07 109,078,900.51
Other adjustments - -
Profit Carried down to B/S 86,653,725.03 35,827,967.96

Cash Dividend and Shares

For the current year 2077/78 (2020/ 21) the Board of Directors have proposed 10%
bonus, excluding cash dividend of Rs. 0.526 (for tax purposes), which is subject to
approval by shareholders at the Annual General Meeting.
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4.11. Secured Borrowing

The fair value of amount due to bank and financial institutions generally approximate
their carrying amount. The service charges thus have not been considered while valuing
such due and has been directly charged to Statement of Profit and Loss.

This includes long-term borrowings.
Figures in NPR

Particulars As at 31st Ashad, 2078 As at 31st Ashad, 2077
Loan from Bank
- Long Term Loan 513,234,862.20 576,827,228.68
- Bridge Gap Loan 165,000,000.00
Total 678,234,862.20 576,827,228.68

4.12. Deferred Tax
Current Income Tax

Income Tax Expenses comprises current tax provision, the net change in the deferred tax
assets or liability in the year and under/over provision made in the previous year. Current
tax provision means the amount of tax for the period determined in accordance with the
prevailing Income Tax Act, 2058 and the rules framed there under. Current tax shall be
based on the taxable profit for the year.

Deferred Tax Asset/Liability

Deferred Tax Assets and liabilities are recognized for the future tax consequences of
timing difference between the carrying values of assets and liabilities and their respective
tax bases, and operating loss carry forward. Deferred tax assets and liabilities are
measured using the enacted or substantively enacted tax rates at the reporting date.
Deferred Tax Assets are recognized only to the extent there is reasonable certainty that
the assets can be realized in future. Deferred tax assets are reviewed at each balance
sheet date and appropriately adjusted to reflect the amount that is reasonably/virtually
certain to be realized.

Current and deferred tax relating to items which are charged or credited directly to
equity, is credited or charged directly to equity and is subsequently recognized in the
Statement of Profit or Loss together with the current or deferred gain or loss. No deferred
tax implications have been considered for the current year.

4.13. Short Term Borrowings

Short term loans are expected to be settled within 12 months after reporting period.
Therefore, such loans are classified under current liabilities. A detail of short-term loan is

presented below:

Figures in NPR

Particulars As on 31st Ashad, 2078 As on 31st Ashad, 2077
Overdraft Loan 24,891,648.06 17,395,612.74
Total 24,891,648.06 17,395,612.74
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4.14. Trade and Other Payables
Company shall classify a liability as current when:
a. It expects to settle the liability in its normal operating cycle;
It holds the liability primarily for trading;

b
c. The liability is due to be settled within 12 months after the reporting period or;
d

It does not have an unconditional right to defer settlement of the liability for at least
12 months after the reporting period.

Trade and other payables include sundry creditors, auditfee, TDS payable, salary payable,
other expenses payables and similar other liabilities that meet the aforementioned
conditions. Such amounts are classified as other financial liabilities and are initially
recognized at fair value and subsequently measured at amortized cost. The fair value of

such other financial liabilities is equivalent to their carrying amount.

Figures in NPR

Particulars As on 31st Ashad, As on 31st Ashad,
2078 2077
a. Sundry Creditors 4.13. A. 4,048,905.14 6,193,795.11
b. Audit Fee Payable 223,000.00 223,000.00
c. TDS Payable 4.13. B. 232,162.24 168,895.01
d. Other Payable 4.13. C. 1,740,943.52 693,827.96
e. Provision 4.13.D. 12,994,656.54 7,259,041.08
Trade and Other Payables 19,239,667.44 145,38,559.16

4.14.A. Details of Sundry Creditors

Figures in NPR

Particulars As on 31st Ashad, As on 31st Ashad,
2078 2077

Auto Parts System - 50,266.42
Civil Capital Limited 69,627.00 69,627.00
Quangank Allonward Pvt.Ltd. - 1,255,572.35
Sawaladevi Oil Store 22.505.75
Shakti Commercial Enterprises 31,323.08

Himalaya Holi Group 2.558.92 -
Nees Engineers Pvt. Ltd 952,854.11

Venus Construction - 15,735.25
P.r?vident Fund Payable 730,810.00
Citizen Investment Trust 2.024.511.00 2.764,511.00
Elearidty Dovelopment 06,244.42 Raibie
Other Payable 359.766.61

Total 4,048,905.14 6,193,795.11
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4.14.B. TDS Payable

Figures in NPR
Particulars As on 31st Ashad, 2078 As on 31st Ashad, 2077
TDS Payable 187,558.11 168,895.01
House Rent TDS Payable 44,604.13
Total 232,162.24 168,895.01

4.14.C. Other Payables
Figures in NPR

Particulars As at 31st Ashad, 2078 | As at 31st Ashad, 2077
a. Salary Payable 175,460.90 2,513,376.34
b. Directors Payable
Bishnu Raj Adhikari 9,250.62 9,250.62
Puskar Dhungel 11,412.00 111,412.00
Surendra Bahadur Khadka 44,820.00 256,557.00
Meeting Allowances payable - 27,200.00
C. Apex Eqipment P. Ltd. 1,500,000.00 -
Total 1,740,943.52 6,93,827.96
4.14.D. Provisions
Figures in NPR
Particulars As on 31st Ashad, As on 31st Ashad,
2078 2077
a. Provision for Income Tax 6,589,488.89 303,316.80
b.Employment Welfare Fund 276,669.38 -
c.Provision for Gratuity 3,356,040.89 2,836,955.90
d.Provision for Pension Fund - -
e.Provision for medical treatment -
and insurance premium _
f. Provision for employee bonus 1.848,304.92 4,118.768.38
g. Provision for CSR 924,152.46
Total 12,994,656.54 7,259,041.08

As per the Section 54(1) of the Industrial Enterprises Act, 2076, a medium or large
industry or cottage or small industry with annual turnover of more than one hundred fifty
million rupees shall set aside at least one percent of its annual net profits in each fiscal
year for the purpose of performing the corporate social responsibility. Accordingly, the
company has made a provision of 1% of its annual net profit as provision for CSR.

As per the Section 15 of the Electricity Act, 2049 and Rule 86(2) of the Electricity
Regulation, 2050, the company has made a provision of 2% of the amount of net profit
as provision for employee bonus.

Revenue Recognition

Revenue is the gross inflow of economic benefits during the period arising in the course
of the ordinary activities of an entity when those inflows result in increase in equity, other
than increases relating to contribution from equity participants.
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Revenue is recognized to the extent that it is probable that economic benefit will flow
to the Company and that the revenue can be reliably measured. Revenue is measured
at the fair value of the consideration received or receivable. Revenue is reduced for

estimated rebates

Figures in NPR

Particulars As on 31st Ashad, 2078 As on 31st Ashad, 2077
a. Shrawan 27,369,180.80 29,577,319.20
b. Bhadra 29,842,732.80 29,339,296.80
c. Aswin 32,939,310.40 28,937,937.60
d. Kartik 19,852,251.20 22,048,039.20
e. Mangsir 10,537,465.44 12,546,960.00
f. Poush 10,876,734.40 12,992,217.00
g. Magh 7,814,864.40 10,133,340.00
h. Falgun 5,305,997.20 11,323,162.20
i. Chaitra 5,945,105.60 15,728,605.20
j- Baishakha 5,449,105.60 14,267,466.72
k. Jestha 20,050,056.00 23,216,197.24
I. Aashadh 25,592,310.40 26,119,398.80
Total 201,575,114.24 236,229,939.96

4.16. Other Income

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

Other Income includes insurance income, rent income, gain on sale of fixed assets, as

well as miscellaneous income.

Figures in NPR
Particulars As on 31st Ashad, 2078 | As on 31st Ashad, 2077
a. Scrap Sales 18,000.00 -
b. Interest Income 32,387.52 19,983.60
c. Other income 130,000.00 -
Total 180,387.52 19,983.60
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4.17. Project Expenses

Figures in NPR

Particulars A‘Zi:;‘, 3;10?;8 As on 31st Ashad, 2077
Blasting Material Diffusion 698,701.00 -
Fuel & Lubricant (Site) 915,874.94 423,989.83
Electricity Expenses 25,812.00 30,564.00
Electrical Equipment 290,460.06 67,259.00
Festival Celebration 186,900.00 220,070.00
Machinery/Other Equipment 238,225.62 128,902.22
Medical Expenses 42,013.50 8,050.00
Repair and Maintenance 1,060,998.07 1,323,836.11
Security Expenses 75,000.00 135,000.00
Plant Expenses 493,351.98 758,524.40
Staff food 242,527.00 275,962.00
Staff Dress & Residence Expenses 78,970.00 68,150.00
Telephone Expenses-Site 33,200.00 46,558.42
Total 4,382,034.17 3,486,865.98

4.18. Administrative and General Expenses

Expense is the gross outflow of economic benefits during the period arising in the
course of the ordinary activities of a company when those outflows result in decrease in
equity, other than those relating to payments to equity participants. Expense has been
recognized on accrual basis complying with matching concept.

The company recognizes Administrative Expenses as and when legal or constructive

obligation in respect of such expenses arise to the company.

Figures in NPR
Particulars As on 31st Ashad, 2078 | As on 31st Ashad, 2077

Fuel and Lubricant 496,864.88 315,257.60
AGM Expenses 350,042.64 -
Audit Fee 226,000.00 226,000.00
Advertisement 130,862.40 65,427.00
Bank Charges 2,098,481.92 506,636.34
Company Registration and 206,200.00 -
Renewal

Email and internet 46,487.35 61,187.35
Electricity & Water Supply 40,170.00 51,989.25
Guest and Hospitality 197,080.56 58,630.00
House Rent (Head office) 889,944 .44 594,000.00
Membership and Renewal 557,866.00 510,050.00
Expenses

Meeting Allowances 573,410.00 288,000.00
Office Expenses 361,037.00 196,098.27
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Printing & Stationery 56,022.60 12,575.00
Expenses
Repair and Maintenance- 48,896.40 49,694.00
Office
Repair and Maintenance- 754,324.30
Vehicle
Royalty - Forest 30,716.00 -
Share Registration 212,535.20 347,460.00
Management
Vehicle Repair & - 1,248,474.00
Maintenance
Telephone Expenses 8,000.00 7,987.35
Transportation Expenses 215,845.33 163,781.00
Wages 384,236.00 222,685.00
Vehicle Tax 149,417.00 97,530.00
Total 8,034,440.02 5,023,462.16

4.19. Personnel Expenses

The personnel expenses include salary as well as other staff related expenses. Such
expenses have been charged directly through Statement of Profit and Loss Account.

Figures in NPR

Particulars

As on 31st Ashad, 2078

As on 31st Ashad, 2077

Salary (Plant)

11,282,972.00

12,128,285.00

Salary (Head Office) 7,916,758.00 6,964,975.00
Employee Provident Fund 1,170,933.00 1,109,104.00
Gratuity 1,066,040.00 1,032,287.00
Total 21,436,703.00 21,234,651.00

4.20. Other Expenses

It includes insurance expenses on plant and royalty payment to Department of Electricity

Development.

Figures in NPR

Particulars As on 31st Ashad, 2078 | As on 31st Ashad, 2077
a. Insurance Expenses-Plant 4.107.908.71 4 250.862.58
b. Royalty - (Department of
Electricity Development) 5,031,502.29 5,724,598.80
Total 9,139,411.00 9,975,461.38

4.21. Finance Expenses

The finance expenses include bank charges, service charges on loans and interest on
bank loan. Since the bank loan of the company are of revolving nature, interest, service
charges and bank charges in respect of such loan has not been capitalized as part of
loan rather charged directly through Statement of Profit and Loss Account.
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Figures in NPR
Particulars As on 31st Ashad, 2078 | As on 31st Ashad, 2077
Interest -Expenses 50,443,870.56 71,368,986.04
Total 50,443,870.56 71,368,986.04

4.22. Earning Per Shares

Basic earnings per share is computed by dividing the profit/ (loss) for the year by the
weighted average number of equity shares outstanding during the year. The weighted
average number of equity shares outstanding during the year is adjusted for treasury
shares, bonus issue, bonus element in a rights issue to existing shareholders, share split
and reverse share split (consolidation of shares).

Diluted earnings per share is computed by dividing the profit/ (loss) for the year as adjusted
for dividend, interest and other charges to expense or income (net of any attributable
taxes) relating to the dilutive potential equity shares, by the weighted average number of
equity shares considered for deriving basic earnings per share and the weighted average
number of equity shares which could have been issued on the conversion of all dilutive
potential equity shares. Potential equity shares are deemed to be dilutive only if their
conversion to equity shares would decrease the net profit per share from continuing
ordinary operations. Potential dilutive equity shares are deemed to be converted as at
the beginning of the period, unless they have been issued at a later date.

. As on 31st
Earnings Per Share (Rs. Per Share) | As on 31st Ashad, 2078 Ashad, 2077
Basic 11.70 15.58
Diluted 11.70 15.58

4.23. Segment Reporting

The Chief Executive Officer and functional managers of the Company have been
identified as the Chief Operating Decision Maker (CODM) as defined by NFRS 8,
Operating Segments. The CODM evaluates the Company’s performance and allocates
resources based on an analysis of various performance indicators, however the Company
is primarily engaged in only one segment viz. “Generation and Sale of electricity "and
that all the operations are in Nepal. Hence, the Company does not have any reportable
Segments as per NFRS 8 “Operating Segments”.

4.24. Events after reporting date

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 have occurred subsequent to 31stAshad, 2078 till the
signing of the financial statement on 24th Shrawan, 2078.
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