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INDEFENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
BALEPHI HYDROPOWER LIMITD.

Disclaimer of Opinion

We have engaged to audit the accompanying financial statements of Balephi Hydropower Ltd. (‘the company’) comprises
Balance Sheet as at Ashadh 31, 2077 (corresponding to July 15, 2020), Income Statement, Statement of Cash F lows, Statement
of Changes in Equity for the period then ended and Notes to the Financial Statements,

We do not express an opinion on the financial statements. Because of the significance of the matter described in the Basis for
Disclaimer of Opinion section of our report, we have not been able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

The financial statements of the company are not complied with Nepal Financial Reporting Standards (NFRS). As a result, we
were unable to determine whether any adjustments were necessary in respect of the financial statements. The effect of not
restating, presenting and disclosing financial information based on provisions of NFRS is uncertain and could be material and

pervasive.

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

Management of the company, is responsible for the preparation and fair presentation of the Financial Statements in accordance
with the Nepal Accounting Standards and other accounting principles generally accepted, including the accounting policies as
adopted and for such internal control as man agement determines, is necessary to enable preparation of the financial statements
that are free from material misstatements, whether due to fraud or error,

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

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

Auditors’ Responsibilities for the Audit of Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial Statements as a whole are free from material
misstatements, 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 guarantee that an audit conducted in accordance with NSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these Financial
Statements.

Report on Other Legal & Regulatory Requirements
On the basis of our examination and explanations given to us, we would like to report that:

i. We have obtained all the information and explanations, which were considered necessary for the purpose for our audit.

il. Company has kept proper books of accounts as required by law, except as required by Nepal Financial Reporting
Standards. V

iii.  The Balance Sheet, Income Statement, Statement of Cash Flows, Statement of Changes in Equity dealt with by this

report are in agreement with the books of account maintained by the Company.
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.

Place: Kathmandu, Nepal
Date:

UDIN Number:2101 12CA01440S 7w
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Balephi Hydropower Ltd.

Balance Sheet

As at Ashad 31, 2077 (July 15, 2020)

Particulars Schedule Current Year Previous Year
Assets
Non-Current Assets
Property, Plant & Equipment,(Net) 1 161,240,456.00 190,386,152.00
Capital Work in Progress 5,290,270,154.21 3,492,650,216.00
Total Non-Current Assets 5,451,510,610.21 3,683,036,368.00
Current Assets
Cash & Cash Equivalents 2 14,979,560.00 2,890,763.00
Advances & Deposits 3 408,064,307.79 379,645,312.00
Total Current Assets 423,043,867.79 382,536,075.00
Total Assets 5,874,554,478.00 4,065,572,443.00

Equity & Liabilities
Equity
Share Capital 4 1,462,376,000.00 1,182,109,686.00
Shareholder's Advance - 148,600,001.00
Reserve & Surplus 5 (88,958,532.00) (83,215,427.00)
Total Equity 1,373,417,468.00 1,247,494,260.00
Non Current Liabilities
Long Term Loans 6 3,324,331,211.00 2,060,979,115.00
Other Non Current Liabilities 7 28.,244,646.00 17,164,198.00
Total Non Current Liabilities 3,352,575,857.00 2,078,143,313.00
Current Liabilities
Sundry Creditors 306,022,009.00 164,636,592.00
Bridge Gap Loans 8 809,026,715.00 558,262,400.00
Other Payables 9 33,512,429.00 17,035,878.00
Total Current Liabilities 1,148,561,153.00 739,934,870.00

Total Equity & Liabilities 5,874,554,478.00 4,065,572,443.00

Notes to the Accounts
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Balephi Hydropower Ltd.
Income Statement
For the Year Ended Ashad 31, 2077 (July 15, 2020)

Particulars Schedule| Current Year Previous Year
Revenue From Power Sales - -
Interest From Bank - -
Other Income 102,391.00
Total Income - 102,391.00
Less:
Plant Operation Expenses - -
Administration Expenses 10 4,596,344.00 5,157,939.00
Profit Before Interest & Depreciation (4,596,344.00) (5,055,548.00)
Less:
Interest Expenses - -
Depreciation 1,146,761.00 1,218,874.00
Profit / (Loss) Before Tax (5,743,105.00) (6,274,422.00)
Current Tax
Deferred Tax
Profit / (Loss) After Tax (5,743,105.00) (6,274,422.00)

Notes to the Accounts
Kathmandu -
Date: /&
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Balephi Hydropower Ltd.
Cash Flow Statement
For the Year Ended Ashad 31, 2077 (July 15, 2020)

Particulars

Current Year

Previous year

A. Cash Flow From Operating Activities :

Net Profit after Tax (5,743,105.00) (6,274,422.00)
Add : Depreciation 1,146,761.00 1,218,874.00
Net Cash Inflow before Changes in Working Capital (4,596,344.00) (5,055,548.00)
Changes in Current Assets (28,418,995.79) 56,498,229.00
Changes in Current Liabilities 408,626,283.00 66,646,700.00
Changes in Non Current Liabilities 11,080,448.00 12,291.530.00
Net Cash flow from Operating Activities (A) 386,691,391.21 130,380,911.00

B. Cash Flow From Investing Activities :
Purchase of Fixed Assets
Increase in Work In Progress

(602,340.00)
(1,769,018,663.21)

(79,782,018.00)
(1,639,258,643.00)

Net Cash Flow From Investing Activities (B)

(1,769,621,003.21)

(1,719,040,661.00)

C. Cash Flow From Financing Activities :
Increase in Long Term Bank Loan

1,263,352,096.00

1,439,403,412.00

Changes in Share Capital 280,266,314.00 1,799,999.00
Changes in Advance for Shares (148,600,001.00) 148,600,001.00
Net Cash Flow From Financing Activities (O) 1,395,018,409.00 1,589,803,412.00
Net Cash Flows ( A+B+C) 12,088,797.00 1,143,662.00
Add : Opening Cash & Cash Equivalent 2,890,763.00 1,747,101.00
Closing Cash & Cash Equivalent 14,979,560.00 2,890,763.00

Kathmandu
Date:

Chairman

Accémtant

Director
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Balephi Hydropower Ltd.

Schedules Forming part of the Financial Statements
For the Year Ended Ashad 31, 2077 (July 15, 2020)

Cash & Cash Equivalents Schedule 2
Particular Current Year Previous year
Cash Balance (As Certified by the Management) 5,305,280.00 2,509,946.00
Bank Balance
Everest Bank Limited 194,651.00 25,873.00
Nepal Bank Ltd. 43,504.00 43 504.00
Global IME Bank Ltd. 13,238,525.00 (275,119.00)
Nepal Investment Bank Ltd. - 353,000.00
Sanima Bank Ltd. 284,411.00 228,559.00
NIDC Development Bank Ltd. 5,000.00 5,000.00
19,071,371.00 2,890,763.00
Less: Cheuges Issued But Not Cleared (4,091,811.00) -
Total 14,979,560.00 2,890,763.00
Advances & Deposits Schedule 3
Particular Current Year Previous Year

Advance to Contractors/Vendors
Advance for Land

Other Advances & Deposit

46 MW- Upper Balephi

Advance Yard/Store Rent

Ayush Rajak

Bachu Poudyal

Bal Kumari Khatri

Balephi Energy Pvt. Ltd.
Bhupendra Parajuli- Advance
Chandra Kumari Silwal

Dhruba Panta- Transportation
Dirgha Narayan Shrestha(Advance)
EIA Advance

Electricity Advance

Ganga Bahadur Silwal

Gyana Bahadur Silwal-Land Rent
Hari Bahadur Sapkota

Hira Bahadur Silwal

Initial & Mobilisation Advance
Kamal Bahadur Khatri

Keshav Adhikari

Krishna Bahadur Khadka

Krishna Parajuli Upadhyaya (Transmission Line)
Labour Advance
Latarambeshwor Nirman Sewa
Laxman Khadka

151,891,975.00
40,621,015.00

2,266,971.00
187,925.00
5,000.00
140,000.00
16,667.00
20,171.00
5,002.00
621,094.00
50,000.00
1,000,000.00
50,000.00
1,549.00
1,962,891.00
1,242,188.00
66,667.00
1,054,688.00
647,655.00
33,333.00
265,867.00
251,667.00
500,000.00
378,400.00
45,263.00
4,000.00

9,580,346.00 |,

155,991,826.00
40,184,000.00

556,800.00

59,550.00
5,000.00

2.00
310,547.00
50,000.00
50,000.00

981,445.00
621,094.00

527,344.00
647,655.00

150,362.00

363,200.00
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Balephi Hydropower Ltd.
Schedules Forming part of the Financial Statements
For the Year Ended Ashad 31, 2077 (July 15, 2020)

Naba Shakti Enterprises 62.00

Nabindra Kumar Lama 100,000.00

Other Advances 146,145,236.00 142,202,236.00

Pratap Lama - 25,000.00

Prepaid Insurance 1,803,378.79 5,285,061.00

Rajkumar Raut 1,000.00 1,000.00

Rudra Silwal(Tripper Rent) 50,000.00

Santosh Kasaju 60,000.00 60,000.00

Sharad Katuwal 14,000.00

Sharan Jyoti - 590,000.00

Sher Bahadur Shrestha(7012) 20,000.00 20,000.00

Shree Jee Hotels Pvt. Ltd. 788.00

Social Mitigation-Advance 2,567,163.00 292.000.00

Staff Advances 1,889,828.00 424,105.00

Sunrise Nepal Construction & Suppliers Pvt. Ltd. 150,000.00

Supplementary EIA 33,750.00

Tej Bahadur Silwal 500,000.00 500,000.00

Tej Bahadur Silwal-Land Rent 1,242,188.00 621,094.00

Vehicle & Machine Advance 500,000.00 500,000.00

Margin Deposits

10% Margin by bank - 4,707,950.00

Cash Margin 8,739,580.00 777,841.00

DOED Deposit 5,000.00

L/C Margin EM 9,143,500.00 14,577,529.00

L/C Margin TL - 264,000.00

L/C Margin-EM 4,739,000.00 4,666,605.00

NRB MARGIN - 313,566.00

Other Deposits

DOED Deposit - 5,000.00

House Rent Deposit 272,000.00 272,000.00

Deposit for Transmission Line - 3,000,000.00

Deposit for Machines- Mizu Construction 17,140,000.00

Deposit 37,500.00 37,500.00
Total 408,064,307.79 379,645,312.00

Share Capital Schedule 4

Particulars Current Year Previous Year

Authorised Capital

2,40,00,000 Equity Shares @ Rs 100. Each 2,400,000,000.00 2,400,000,000.00

Issued Capital

2,40,00,000 Equity Shares @ Rs 100. Each 2,400,000,000.00 2,400,000,000.00

Paid Up Capital

14,623,760 Equity Shares @ Rs 100. Eaph TN EADN 1,462,376,000.00 1,182,109.686. 00’\
Total / 1,462,376,000.00 1,182,109 686/




Balephi Hydropower Ltd.
Schedules Forming part of the Financial Statements
For the Year Ended Ashad 31, 2077 (July 15, 2020)

Reserve & Surplus

Schedule 5

Particular

Current Year

Previous Year

Profit / ( Loss) Upto Previous Year
Profit / ( Loss) For The Year

(83,215,427.00)
(5,743,105.00)

(76,941,005.00)
(6,274,422.00)

Total

(88,958,532.00)

(83,215,427.00)

Long Term Loan

Schedule 6

Particular

Current Year

Previous Year

Everest Bank Limited-Term Loan

Global IME Bank Limited-Term Loan

Nepal SBI Bank Limited-Term Loan

NIDC Development Bank Limited-Term Loan
Sanima Bank Limted-Term Loan

706,386,146.00
1,026,501,206.00
519,682,688.00
366,028,175.00
705,732,996.00

441,587,768.00
623,753,005.00
323,409,856.00
229,684,546.00
442,543,940.00

Total

3,324,331,211.00

2,060,979,115.00

Other Non Current Liabilities

Schedule 7

Particular Current Year Previous Year
Retention Money Payable 28,244,646.00 17,164,198.00
Total 28,244,646.00 17,164,198.00
Bridge Gap Loans Schedule 8
Particular Current Year Previous Year
Global IME Bank Limited-BG Loan 803,443,133.00 471,762,400.00
Sanima Bank Ltd. (BGL) 5,583,582.00 =
Everest Bank Ltd. - 86,500,000.00
Total 809,026,715.00 558,262,400.00




Balephi Hydropower Ltd.
Schedules Forming part of the Financial Statements
For the Year Ended Ashad 31, 2077 (July 15, 2020)

Other Payables Schedule 9
Particular Current Year Previous Year
Audit Fee Payable 223,000.00 223,000.00
Binod Shrestha 47,515.00
CIT Payable 124,000.00 87,500.00
Prashant Dhakal(Advance) 397.00 -
Municipal Tax 177,778.00
Salary Payable 13,786,155.00 5,355,754.00
Mukesh Patel (Moonlight) 419,671.00
Labour Wages Payable 1,711,451.00 1,203,418.00
Withholding & Other Tax Payables 17,667,426.00 9,521,242.00
Total 33,512,429.00 17,035,878.00
Administrative Expenses Schedule 10
Particular Current Year Previous Year
Advertisement Expenses 250,691.00 85,215.00
Audit Fee 226,000.00 226,000.00
Communication & Internet 367,690.00 411,334.00
Donation 40,000.00 500.00
Fine & Penalty 500.00 189,140.00
Guest Relation Expenses 277,682.00 630,845.00
IPO Expenses 180,100.00 1,864,500.00
Late Fee - 2,800.00
Office Rent 2,933,333.00 1,333,333.00
Parking Charges 82,001.00 48,455.00
ROC Filing Fees - 33,200.00
Staff Training Expenses 68,845.00 20,000.00
Staff Welfare Expenses 48,284.00 160,000.00
Staffs Lunch(HO) 121,218.00 152,617.00
Total 4,596,344.00 5,157,939.00




Balephi Hydropower Limited

For the Year Ended Ashad 31,2077 (July 15, 2020)

Details of Capital Work in Progress

S.N. Particular Current Year Addition Previous year
A |Civil of Project
Civil Construction Material 444,343,105.00 (29,019,770.00) 473,362,875.00
ACSR Conductor Wire 819,533.00 - 819,533.00
Labrotary Setup 513,500.00 - 513,500.00
Other Works-Civil 128,057,993.00 63,966,800.00 64,091,193.00
Headworks, Desander and Syphon 597,457,411.00 233,831,950.00 363,625,461.00
Others(Swithchyard, Compound Wall, Protection Work) 10,366,537.00 6,662,195.00 3,704,342.00
Headrace Tunnel 936,403,300.00 356,013,836.00 580,389,464.00
Anchorblocks Saddles 9,382,596.00 9,382,596.00 -
Penstock Tunnel 32,526,312.00 32,526,312.00 -
Tailrace 36,879,097.00 36,879,097.00 -
Surge Tank 54,563,493.00 33,356,072.00 21,207,421.00
Power House 136,651,453.00 61,293,866.00 75,357,587.00
EOT Crane 13,517,205.00 13,517,205.00 -
Generator 194,326,331.00 194,326,331.00 -
Power Transformer 110,226,586.00 110,226,586.00 B
Site Office & Buildings 50,000,000.00 - 50,000,000.00
B |Electromechanical Works
Transmission Line Cost 145,976,605.00 48,188,469.00 97,788,136.00
Turbines 4,551,464.00 980,293.00 3,571,171.00
Station Transformer 3,916,909.00 3,916,909.00 -
Turbine And Accessories 47,498,841.00 47,498,841.00 -
Anciliary Equipment 2,526,250.00 2,526,250.00 -
Bank Comission/charge-EM Works 3,765,467.00 - 3,765,467.00
Earthing Plate for EM Works 3,474,232.00 1,491,120.00 1,983,112.00
Plant & Machinery Cost-EM 52,500,877.00 (112,045,417.00) 164,546,294.00
Route Survey & Planing 68,930,000.00 - 68,930,000.00
C |Financial Cost
Interest Expenses (BG Loan) 206,199,990.00 81,631,552.00 124,568,438.00
Interest Expenses(Term Loan) 456,440,699.00 267,435,234.00 189,005,465.00
SLA Management Fee 20,582,555.00 2,060,979.00 18,521,576.00
D [Hydro Mechanical Works
Gates, Stoplogs, Trashracks Etc 98,081,611.00 69,071,949.00 29,009,662.00
Plates, Pipe Expansion Joints, Stipners Manhole 188,038,665.00 114,888,749.00 73,149,916.00
E |PPA Pre PPA and Pre Fesibility Expenses
PPA Expenses 19,950,000.00 - 19,950,000.00
Advertisement Expenses for Generation Licence 223,288.00 - 223,288.00
Connection Agreement Expenses 5,000,000.00 - 5,000,000.00
Detail Study Preparation of Project 6,500,000.00 - 6,500,000.00
Due Diligence Study Report 1,130,000.00 - 1,130,000.00
EIA Expenses 1,500,000.00 - 1,500,000.00
EIA Survey Expenses 3,000,000.00 - 3,000,000.00
Infrastructure Cost for Project Development 22,175,000.00 - 22,175,000.00
Licenses Fee Cost 20,040,100.00 - 20,040,100.00
PPA Bank Gurrantee Commission 567,000.00 (1,080,000.00) 1,647,000.00
PPA & Prefeasibility Expenses (Licenses Purchase) 1,300,000.00 - 1,300,000.00
Pre PPA & Pre Feasibility 2070.71 33,700,000.00 - 33,700,000.00

Project Operating Cost

Access Road & Infrastructure Development Cost
Environment/Social Miti
Land Purchase ﬁ}ﬂ/ 8

Miscellanoues

351,922,963.00
105,673,110.00
257,847,610.00

55,000.00
8,102,464.00
1,727,700.00

14,891,985.21

351,867,963.00
97,570,646.00
256,119,910.00
34,060,352.00




Balephi Hydropower Limited

For the Year Ended Ashad 31, 2077 (July 15, 2020)

Details of Capital Work in Progress

G |Project Supervision/Management
Bank Comission/charge 3,901,577.00 1,965,724.00 1,935,853.00
Bank Guarrantee Charges of EXIM Code - -

Communication for Site Office 336,909.00 - 336,909.00
Consultancy Fee 41,183,827.00 12,922,115.00 28,261,712.00
Daily Allowance 164,200.00 112,800.00 51,400.00
Dashain Allowances 4,278,118.00 2,577,273.00 1,700,845.00
Design and Drawing 12,571,000.00 - 12,571,000.00
Detailed Engineering Design of Project 9,759,750.00 - 9,759,750.00
Electricity Charge 359,921.00 115,232.00 244,689.00
Electricity Expenses for the Project 978,451.00 - 978,451.00
Fooding Expenses of Excavator Op 567,831.00 114,360.00 453,471.00
Fooding Expenses(Site Office) 159,810.00 2,400.00 157,410.00
Fuel Expenses 2,549,490.00 858,465.00 1,691,025.00
Geophysical Test of Project 1,166,725.00 - 1,166,725.00
Ime Charges 900.00 - 900.00
Insurance Expenses 7,427,249.00 435,327.00 6,991,922.00
Insurance Expenses (Vechicle) 2071.72 33,947.00 - 33,947.00
Land Rent 450,000.00 375,000.00 75,000.00
Loding/Unloading Wages Charge 144,360.00 - 144,360.00
Medicine Expenses 72,734.00 30,150.00 42.584.00
Meeting Allowances 28,236.00 - 28.,236.00
Meeting Expenses 105,849.00 - 105,849.00
Mess Expenses(Powerhouse/Intake) 16,639,986.00 7,804,596.00 8,835,390.00
Mess Expenses(Store/yard) 1,025,077.00 507,995.00 517,082.00
Miscellaneous Expenses 5,780.00 - 5,780.00
Office & Kitchen Setup(Site) 1,685,863.00 376,337.00 1,309,526.00
Office and Kitchen Expenses. 839,252.00 185,243.00 654,009.00
Office Setup Expenses 1,736,142.00 - 1,736,142.00
Operation & Upkeeep of Civil Equipments 3,479,800.00 - 3,479,800.00
Printing, Stationary and Office Supplies 721,903.00 152,156.00 569,747.00
Purchase PVC Pipe 81,702.00 - 81,702.00
Registration and Renewable Charges 755,425.00 - 755,425.00
Renewal Registration 254,710.00 132,625.00 122,085.00
Repair & Maintanance 5,772,878.00 2,103,068.00 3,669,810.00
Road Tax 5,723.00 88.00 5,635.00
Salary Expenses 125,027,956.00 48,089,462.00 76,938,494.00
Salary Expenses(Site) 840,250.00 - 840,250.00
Security for Civil Works 508,299.00 - 508,299.00
Site Visit Expenses 958,724.00 471,648.00 487,076.00
Soil Test 83,620.00 - 83,620.00
Steel(Rod) Unloading Charges 16,900.00 - 16,900.00
Sukute Yard Office & Store Setup 155,208.00 13,350.00 141,858.00

Incentive (In Lockdown) 573,727.00 573,727.00 -
Tax and Duties 35.00 - 35.00
Transportation Expenses 2,354,272.00 329,697.00 2,024,575.00
Travelling Expenses 1,836,814.00 1,079,626.00 757,188.00
Tunnel Design Work 13,282,020.00 4,260,100.00 9,021,920.00
Wages for Excavator and Tipper Driver OT 655,206.00 - 655,206.00
Wages in Site 13,375,321.00 8,816,613.00 4,558,708.00
Walkie Talkm Lmeme Fee 62,500.00 - 62,500.00
Yard/ ‘Stﬂ ‘Q\ Expenses 796,005.00 308,333.00 487,672.00

H |I Equipments

". 65,301,591.00 26,491,049.00 38,810,542.00
/ ':W 6,800,280.00 1,958,008.00 4,842.272.00
: 4 7 396,276.00 152,218.00 244.058.00
Tot;g/// 3 5,290,270,154.21 1,797,619,938.21 3,492,650,216.00




BALEPHI HYDRO POWER LIMITED
Kathmandu, Nepal

SCHEDULE TO AND FORMING PART OF FINANCIAL STATEMENTS
FY 2076/77

Schedule — 11: SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO THE
ACCOUNTS

1. Introduction

Balephi Hydropower Ltd. (BHL),formerly known as Huaning Development, was initially
incorporated on 2068.11.30 under the provisions of Companies Act 2063 as a private limited
company. Later the company was converted to Public Limited company(Reg No.
161420/073/074) on 2073.09.18. The main objective of the company is to promote

hydropower sector of Nepal.
BHL currently promotes and develops a 36 MW capacity Hydropower Project at Balephi

River, Sindhupalchowk District.

2. Approval of Financial Statements by Board of Directors
The accompanied financial statements have been adopted by the board of directors in its

meeting dated ............. and recommended for its approval in the upcoming annual general
meeting of shareholders.

3. Accounting Convention
The Financial Statements are prepared under the historical cost convention in accordance with

the applicable relevant Nepal Accounting Standards (NAS), Electricity Act 2049, Company
Act 2063, and other relevant laws unless otherwise stated.

4. Use of estimates and Judgements
The preparation of the financial statements in conformity with NAS and Generally Accepted

Accounting Principles (GAAP) requires management to adopt accounting policies that are
appropriate in the circumstance. The selection of those policies depends on managements
judgements.

Preparation of the financial statements in in accordance with adopted policies requires that the
management makes estimates and assumptions that affect the reported amounts of assets and
liabilities, disclosure of contingent liabilities, etc. as at the date of the financial statements, and
the reported amounts of revenue and expenses during the reported period. Actual results could
differ from those estimates, but that difference is not expected to be significant.

Changes in accounting estimates and policies are accounted take/ni.n_tnhg\ccoum in the period
a, ‘b'ssc'c';?‘i\\‘-
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5. Going Concern.
The financial statements are prepared on going concern basis. The license obtained by the

company requires that the project be handed over to government after the expiry of licenses
period of 35 years.

6. Property, Plant & Equipment

Capitalization:

Item of property, plant and equipment with useful life of more than one year are capatilization
if the cost of the item exceeds Rs. 500.00. Cost capitalized includes expense incurred for
making the assets available for use. Repairs and upkeep not intended to increase capacity and
useful life of assets are charged as expenses. Items that are capable of being used separately
and separable from project being constructed are treated property, plant and equipment and
items that are not separable from project are included in cost of project.

Capitalisation of Project Cost:

Every cost incurred for the project which is being developed is accumulated as Project WIP
and shall be capitalized as project cost when the construction is completed. Project cost does
not include items that are used in the process of construction and are suitable for separate use.
Project cost reported under civil works are periodically certified by technical consultant.
Management considers that expenses reported as project supervision and management under

Capital Work in Progress is incurred for management and administration of the project
construction is essential for developing the project and intends to capitalize as cost of project
on completion of the project construction.

Expenses that would have been avoided had the project not been constructed are capitalized as
WIP and other general expenses are charged as expenses of the period. Management estimates
are applied for classification of such expenses

Construction whose cost is reported as "Civil Works" is technically certified on periodic basis.
This certification is considered as basis for transferring materials to other heading under the
same line item as appropriate.

Depreciation:
Items of property, plant and equipment other than project WIP are depreciated as per
following rates and method:

Class of Assets L Depreciation Rate |
Normal Rate Addition to assets Sold Assets

Furniture, Fixtures & 25% WDV If added utpo Paush | No depreciation is
General Office end of the FY - |charged for the
Equipment Normal Rate reporting period
Construction 15% WDV when sales is made
equipment, Tools If added between
and Machineries, Paush end to Chaitra

‘ﬁ)wer Equipment and end of the FY — 2/3
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other similar assets of Normal Rate
Vehicles 20% WDV
Software 20% SLM If added between
Structures and | SLM based on initial | Chaitra end to end of
improvement on | lease period the FY - 1/3 of
leased space (36 months period for | Normal Rate

current office space

obtained on lease)

Temporary structures | Included in cost of project WIP
at project site
The management intends to depreciate the project cost after capitalization over the project
period as specified in note 5 on suitable basis.

7. Foreign Exchange Fluctuation

Exchange differences arising on the settlement of monetary items or on translating monetary
Items at rates different from those at which they were translated on initial recognition during
the period or in previous financial statements has been recognized (using the closing rate) as
foreign exchange gain or loss and reported in income statement. The management considers
rates published by Nepal Rastra Bank for Forex transactions.

As at the end of the reporting period, there are no significant monetary items except advances
to suppliers on normal course.

8. Share Capital

Paid up Share capital reported on the balance sheet is based on the records of the company.
The company considers the amount received by company and allotted by board towards shares
as paid-up capital. Share capital of the company is Rs 1,462,376,000 at the end of fiscal year,
all holding is promoters holding.

9. Income Tax

i.Income tax provision:
Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantially enacted at the balance sheet date.

ii. Deferred Tax

Deferred Income Tax is provided on temporary differences arising between the tax basis of
assets and liabilities and their carrying amounts in the financial statements. Deferred income
tax is determined in consideration to applicable tax rates and regulations by the Balance Sheet
date and are expected to apply when the related deferred income tax assets is realized or the
deferred income tax liability is settled.

As at the end of the reporting period there are no significant timing difference on carrying
amount and tax base. Considering the tax holiday period, the management is of the view that

the impact of deferred tax is minimal. —
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iii.Income tax assessment

The company makes self assessment of tax which are subject to assessment by tax authorities.
The reported amount of tax liability may change when assessed by tax authorities.

10. Investment
Investment is valued at lower of cost or market price in case of listed securities and stated at

cost in case of unlisted securities. There are no investment at the end of the year.

11. Material & Consumables
Material and consumables intended for use in the project construction (i.e. for construction of project

infrastructures) are presented as materials under project WIP, Expenses incurred for making the
materials and consumables available for use in construction are added as cost of materials. Works
completed and certified are reported under respective line item under WIP. The management considers
that inventory valuation technique based on work certification is appropriate in the circumstance.
Materials and consumables are reported at cost.

12. Receivables
Receivables are stated at the carrying amount after assessing recoverability of the amount.

Provision is made if the amount of receivables are impaired.

13. Borrowing Costs
Borrowing costs related to project financing, for the tenure up to commercial date of

operation/making assets ready for put to use, shall be capitalized under the related project
cost, and thereafter they are treated as expenses. As the construction is under progress the
borrowing cost is reported under project WIP.

14. Employee Benefits
The company has adopted policy to make provision for employee benefits on accrual basis

based on the appointment terms. Based on the terms of employment agreed orally or in
writing with employees, management does not estimate material amount of liability.

15. Related Party Transaction:
Significant related party transaction includes payment of remuneration to management team

which includes directors of the company.

16. Guarantee
The company has not any guarantee at the year end.

17. Contingent Liability and Commitment
The company has made purchase arrangements/commitment through business agreements for
procurement of machineries and equipment's and services under contract with various

vendors. There are no other known contingent liabilities.

18. Regrouping and reclassification

Comparatives are regrougad : cf)ér,eclassiﬁed to facilitate comparison. /4"
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Auditor's Notes on Certification of Income Tax Return of
Balephi Hydropower Ltd.
For the F/Y 2076/77

We have examined the books of accounts maintained by the company as per Section 81 of Income Tax Act 2058. We certify that the
transactions of the company is true and fair on the basis of books of accounts and other related documents provided to us. Our notes
regardingthe certification is as follows:

Details of Expenses deductible as per Income Tax Act 2058

Expenses Expenses not Exl.)enses
Account Head Total Expenses Deductible Deductible Deductible unfler Annex | Remarks
separate Section
Administrative Expenses
Advertisement Expenses 250,691.00 250,691.00
Audit Fee 226,000.00 226,000.00
Communication & Internet 367,690.00 367,690.00
Donation 40,000.00 - 40,000.00
Fine & Penalty 500.00 - 500.00
Guest Relation Expenses 277,682.00 277,682.00
IPO Expenses 180,100.00 180,100.00
Office Rent 2,933,333.00 2,933,333.00
Parking Charges 82,001.00 82,001.00
Staff Training Expenses 68,845.00 68,845.00
Staff Welfare Expenses 48,284.00 48,284.00
Staffs Lunch(HO) 121,218.00 121,218.00
Grand Total 4,596,344.00 4,555,844.00 40,500.00 -




Huaning Development Pvt. Ltd.
For the F/Y 2076/77

Calculation of Taxable Income

Particulars Amount
Net Profit before Tax (5,743,105.00)
Add: Expenses not deductible
Administrative Expense 40,500.00
40,500.00
Taxable Income (5,702,605.00)
Add:
Carry Forward Loss From Previous Years (72,988,769.68)
Taxable Profit/(Loss) for the year (78,691,374.68)




