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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF BALEPHI HYDROPOWER LIMITED
REPORT ON THE AUDIT OF FINANCIAL STATEMENTS

Opinion
We have audited the accompanying Financial Statements of Balephi Hydropower Limitoed ("the Compa ny')
which comprises the Statement of Financial Position as at Ashad 31, 2081, Statement of Profit or Loss & Other
Comprehensive Income, Statement of Chan ges in Equity & Statement of Cash Flows for the year ended Ashad
31, 2081, and Notes to Financial Statement including Summary of Significant Accounting Policies,

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid
Financial Statements give a true and fair view in conformity with Ne pal Financial Reporting Standards
(NERSs), of the state of affairs of the Company as at Ashad 31, 2081, and its profit, total com prehensive income,
its cash flows & the changes in equity for the year ended on that date,

Basis of Opinion

We are independent of the Company in accordance with the Code of Ethics issued by the Institute of
Chartered Accountants of Nepal (ICAN) together with the ethical requirements that are relevant to our audit
of the Financial Statements under the provisions of the Act and the Rules made thereunder, and we have
fulfilled our ethical responsibilities in accordance with these requirements and the ICAN's Code of Ethics.

We believe that the audit evidence obtained by us is sufficient and appropriate to provide a basis of our audit
opinion on Financial Statements.

Key Audit Matters

nd Auditor's Report Thereon
rectors is responsible for the ot he other information comprises

Business Responsibility report, but does not include the Consolidated Financial Statements, Financial
Statements & our Auditor’s report thereon.
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If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Managements Responsibility for the Financial Statements

Management is responsible for preparation and fair presentation of the Financial Statements in accordance
with the Nepal Financial Reporting Standards (NFRSs) and for such internal control as management
determines is nhecessary to enable the preparation of Financial Statements that are free from material
misstatement, whether due to fraud or error.

In preparing the Financial Statements, management is responsible for assessing its 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 management either intends to liquidate or cease oOperations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s Financial Reporting process.

Auditor’s Responsibility 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 alwa ys 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 decision of users taken on the basis of these Financial Statements.

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

i) Identify and assess the risk of material misstatement of the Financial Statements, whether due to fraud or

sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentation, or the override of internal controls.

ii) Obtain an understanding of Internal Control relevant to 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
Company’s Internal Control.

iif) Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the management,

iv) Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company's ability to continue as a going concern, If we conclude
that a material uncertainty exists, we are required to draw attention in our Auditor’s Report to the related
disclosures in the Financial Statements or, if such disclosures are inadequate, to m odify 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.

v) Evaluate the overall presentation, structure, and content of the Financial Statements, including the

disclosures, and whether the Financial Statements represent the u nderlying transactions and events in a
e e
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manner that achieves fair presentation,
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We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also communicate with those charged with governance that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

Report on the Other Legal & Regulatory Requirements
i) We have obtained information and explanations asked for, which, to the best of our knowledge and belief,
were necessary for the purpose of our audit.

ii) In our opinion, proper books of account as required by law relating to preparation of the aforesaid
Financial Statements have been kept so far as it appears from our examination of those books.

iii) Statement of Financial Position, Statement of Profit or Loss & Other Comprehensive Income, Statement of
Changes in Equity and Statement of Cash Flows have been prepared in accordance with the requirements
of the Companies Act, 2063 and are in agreement with the books of account of 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 of there 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 fraudulent activities in the books of accounts.

For: A.P.M & Associates
Chartered Accountants

1

Place : Kathmandu CA. Ankit ]I)h}y_al
Date : ZO‘B\, 04 [O T Partner :
UDIN: ) 19 9.5LA006 Y2aF] COP:571



Balephi Hydropower Ltd.

STATEMENT OF FINANCIAL POSITION
As at 15th July 2024 (Ashad 31, 2081)

Amount in NPR
; As at As at
Settioulas e Ashad 31, 2081 Ashad 31, 2080
Assets
Non Current Assets
Property, Plant and Equipment 4 50,13,140.72 30,64,174.00
Intangible assets 5 8,18,77,53,783.72 8,48,41,12,939.17
Financial Assets & =
Other financial assets 6 - -
Deferred tax Assets (Net) 15 - -
Total Non Current Assets 8,19,27,66,924.44 8,48,71,77,113.17
Current Assets
Inventories 7 - -
Financial Assets
Trade receivables 8 14,73,75,518.75 15,43,55,687.85
Cash & Cash Equivalents 9 3,57,065.25 68,38,145.61
Other financial assets 10 82,12,819.75 85,63,319.75
Other Current Assets 11 14,17,28,825.07 11,78,86,022.80
Current Tax Assets (N et) 12 - -
Total Current Assets 29,76,74,228.82 28,76,43,176.01
Total Assets 8,49,04,41,153.26 8,77,48,20,289.18
Equity and Liabilities
Liabilities
Non Current Liabilities
Financial Liabilities
Borrowings 13 6,64,97,04,750.97 6,58,42,11,000.07
Other financial liabilities 14 - -
Deferred tax liabilities (Net) 15 10,63,60,718.57 8,46,01,272.51
Total Non Current Liabilities 6,75,60,65,469.54 6,66,88,12,272 58
Current Liabilities
Financial Liabilities
Borrowings 16 14,00,69,537.00 22,32,05,457.08
Trade payable 17 1,27,42,012.96 -
Other financial liabilities 18 63,23,16,989.33 47,72,62,250.50
Other Current Liabilities 19 37,51,851.85 1,20,27,257.97
Current Tax Liabilities (Net) 12 - -
Provisions 20 - -
Total Current Liabilities 78,88,80,391.14 71,24,94,965.55
Total liabilities 7,54,49,45,860.68 7,38,13,07,238.13
Equity
Share Capital 21 1,82,79,70,000.10 1,82,79,70,000.00
Other Equity 22 (88,24,74,707.52} (43,44,56,948.95)
Total equity 94,54,95,292.58 1,39,35,13,051.05
Total equity and liabilities | 8,49,04,41,153.26 8,77,48,20,289.18

The accompanying notes are an integral part of the financial statements,

For and on Behalf of Board
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Mr. Anil Chaudhary ~ Mr. Subash Aryal Mr. Sanjay Kumar Sah ~ Mr, sh Pradhan CA An it Tayal /
Account Officer Chief Ep:ecntwe Officer Chairman Director Partner ‘\ ; /
Place: Kathmandu, Nepal AP.M. & Assoviates—
Date: 2 09\ 09 {07(' Chartered Accountants

As per our report of even date




Balephi Hydropower Ltd.

Statement of Profit or Loss
For the year ended 15th July 2024 (Ashad 31, 2081)

Amount in NPR

o Note For the year ended For the year ended
Ashad 31, 2081 Ashad 31, 2080

Revenue from Operations 23 84,39,29,224 12 55,94,30,220.84
Generation & Distribution Expenses 24 (45,97,70,629.32) (23,24,92,534.01)
Gross Profit 38,41,58,594.80 32,69,37,686.83
Other Income 25 8,86,130.66 -
Other Non Operating Expenses 26 - (4,05,67,144.65)
Administrative & Other Expenses 27 (4,83,44,076.01) (245,13,922.14)
Profit/(Loss) Before Interest & Tax 33,67,00,649.45 26,18,56,620.04
Finance Costs 29 (76,29,58,961.96) (50,26,91,446.72)
Profit/(Loss) Before Tax (42,62,58,312.51) (24,08,34,826.68)
Income Tax Expense 30

Current Tax

Previous Year's Tax

Deferred Tax Income/ (Expense) (2,17,59,446.06) (8,46,01,272.51)
Profit/(Loss) for the year (44,80,17,758.57) (32,54,36,099.19)
Earnings Per Share (EPS)

Basic EPS (Rs) (24.51) (17.80)

Diluted EPS (Rs) (24.51) (17.80)

The accompanying notes are an integral part of the financial statements,

2

Mrt. Sanjay Kumar Sah

For and on Behalf of Board

(\

Mr. Anil Chaudhary M.
Account Officer

Place: Kathmandu, Nepal
Date: ‘)DM' D";’G’.}

ash Aryal
Chief Executive Officer

Chairman

Mr, Rifesh Pradhan
Director

CA Anlqt T ayal
Partner:

APM. & Associates =~
Chartered Accountants

As per our repcrt of even date
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- balephl Hydropower Ltd.

Statement of Cash Flow
For the year ended 15th July 2024 (Ashad 31, 2081)
Amount in NPR
. For the year ended For the year ended
Particulars
Ashad 31, 2081 Ashad 31, 2080
A Cash Flow from Operating Activities:
Profit before Income Tax (42,62,58,312.51) (24,08,34,826.68)
Adjustments for Non Cash Items;
Depreciation & Amortization 30,48,27,121.94 19,77,28,088.21
Adjustments for non operating items: -
Interest Expenses 76,29,58,961.96 50,26,91,446.72
Prior period tax - -
Loss/ (Profit) on Sale of assets - -
Interest Income - -
Investment Income - -
Operating profit before changes to receivables and payables 64,15,27,771.39 45,95,84,708.25
(Increase)/Decrease in Trade & Other Receivables (1,65,12,133.17) (3/42,93,155.28)
(Decrease)/Increase in Current Liabilities 7,63,85,425.59 13,18,26,894.08
(Increase)/Decrease in Non-Current Assets - -
(Decrease)/Increase in Non-Current Liabilities - =
Cash Generated from Operations 70,14,01,063.81 55,71,18,447.05
Income Tax - -
Net Cash Inflow from Operating Activities 70,14,01,063.81 55,71,18,447.05
B Cash Flow from Investing Activities :
Proceeds from disposal of property and equipment - -
Purchase of property and equipment and intangible assets (1,04,16,933.21) (8,67,98,53,826.38)
(Increase)/Decrease in Project Work-In-Progress - 8,08,51,48,161.69
Change in Investment Disposal/ (Addition) - -
Investment Income - -
Net Cash Used in Investing Activities (1,04,16,933.21) (59,47,05,664.69)
C Cash Flow from Financing Activities :
Issue of Share Capital - =
Increase / (Decrease) Share Application Money - -
Increase / (Decrease) in Long Term Loan 6,54,93,750.90 50,55,85,377.40
Interest paid (76,29,58,961.96) (50,26,91,446.72)
Dividends paid - -
Net Cash Flow From Financing Activities (69,74,65,211.06) 28,93,930.68
Net Increase in cash & cash equivalents A+B+( (64,81,080.46) (3,46,93,286.96)
Opening Cash & Cash Equivalents 68,38,145.61 4,15,31,432.57
Closing Cash & Cash Equivalents 3,57,065.15 68,38,145.61

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

For and on Behalf of Board

As per our report of even date
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Mr. Anil Chaudhary ~ Mr. Su
Account Officer Chief. Exér:;jzfivs_@ﬁicer

Mr. Sanjay Kumar Sah
Chairman

CA Ai'ynkit‘TayaI ‘ J

Partner. .
AP.M. & Associates”
Chartered Accountants

Director

Place: Kathmandu, Nepal
Date: 200 ‘06 [D’q.



Dai€pni fiydropower Ltd.
Statement of Changes in Equity
For the year ended 15th July 2024 (Ashad 31, 2081)

Amount in NPR ‘

Particulars

Equity Share
Capital

Share

Application

Money

Revaluation
Reserve

Retained Earnings

Total

Opening As at Shrawan 1, 2079

At start of year

Revaluation of Land & Building

Deferred Tax Reserves

Provision for Gratuity

Provision for Leave Encashment

Deferred Tax Reserves on Revaluation Reserve
NFRS Remeasurement Adjustments

Restated Opening As at

Shrawan 1, 2079

Profit for the year

Earlier Years' Taxes

Other comprehensive income

Revaluation of Land and Building through OCI
Deferred Tax Reserves

Transfer to retained earnings

Total comprehensive income for the year
Transactions with owners:

Dividend declared (Proposed Last Year)
[ssue of Share Capital

Final Dividend Paid - Ordinary Shares
Interim Dividend Paid - Ordinary Shares
Balance as at Ashad 31, 2080

For the Year 2079-80

At start of year

Profit for the year

Other comprehensive income

Change in fair value of financial assets through OCI
Deferred Tax Reserves

Transfer to retained earnings

Total comprehensive income for the year
Transactions with owners;

Ordinary Shares Dividend - Final

Ordinary Shares Dividend - Interim

Issue of Share Capital

1,82,79,70,000.00

(10,90,20,849.76)

1,71,89,49,150.24

1,82,79,70,000.00

(10,90,20,849.76)
(32,54,36,099.19)

1,71,89,49,150.24
(32,54,36,099.19)

1,82,79,70,000.00

(43,44,56,948.95)

1,39,35,13,051.05

1,82,79,70,000.00

(43,44,56,948,95)

1,39,35,13,051.05

1,82,79,70,000.00

(43,44,56,948.95)
(44,80,17,758.57)

1,39,35,13,051.05
(44,80,17,758.57)

Balance as at Ashad 31, 2081

1,82,79,70,000.00

(88,24,74,707.52)

94,54,95,292 48

The accompanying notes are an integral part of the financial statements,

For and on Behalf of Board

!
W.Q%ahuy &m

Account Officer Chief Executive Offficer

Place: Kathmandu, Nepal
Date: ?«09([@9 OY} 2 ,

Mr. Sanjay Kumar Sah
Chairman

As per our report of even date

Mr. Ritésh Pradhan
Director

X&tk (‘/\%}

]

CA Ankit Tayal

Partner

A.P.M. & Associates
Chartered Accountants



Balephi Hydropower Ltd.

Statement of Other Comprehensive Income
For the year ended 15th July 2024 (Ashad 31, 2081)

Amount in NPR
For the year ended| For the year ended

Ashad 31, 2081 Ashad 31, 2080

Profit for the year T ‘ ‘ (44,80,17,758.57)  (32,54,36,099.19)
Other comprehensive income

Particulars Note

Items that will not be reclassified to profit or loss

Revaluation of Land and Building = -
Net fair value (Losses)/Gains on financial assets
Quoted Promoter Shares 5 -
Quoted Ordinary Shares = »

Items that are or/may be reclassified subsequently to profit and Loss

Deferred Tax asset / (liability) on other comprehensive Income - -

Total other comprehensive income, net of tax 5 E
Total comprehensive income for the Year (44,80,17,758.57) (32,54,36,099.19)

The accompanying notes are an integral part of the financial statements,

For and on Behalf of Board As per our report of even date

Mr. Anit'Chaudhary  Mr. § Aryal Mr. Sanjay Kumar Sah : CA Ankit Tayal
Account Officer Chief Executive Officer Chairman Director Partner

APM. & Associates
Place: Kathmandu, Nepal Chartered Accountants

Date: 20%\[03[0?
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Balephi Hydropower Litd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

General Information
Balephi Hydropower Ltd. (the "company") is a Limited Company incorporated under the Companies Act, 2063 of

Nepal on 2073/09/05 vide Registration No 161420/073/074. The Registered Office of the company is at Durbarm arg,
KMC Ward No. 1, Kathmandu, Nepal.

The main objective of the company is to generate electricity. The project, 36MW Upper Balephi 'A', is developed at
Balephi(also known as bramayani) River in the Sindhupalchowk district of Nepal under BOOT Model, where the
entire project shall be transferred to Government of Nepal after the expiry of the license period on 2108/ 04/11.

Basis of Preparation
The financial statements comprise the Statement of Financial Position, Statement of Profit or Loss (including Other
Comprehensive Income), the Statement of Changes in Equity, the Statement of Cash Flows and the Notes to the

Accounts.

Statement of Compliance
The Financial Statements have been prepared in accordance with Nepal Financial Reporting Standards (NFRS) as
published by the Accounting Standards Board (ASB) Nepal and pronounced by The Institute of Chartered
Accountants of Nepal (ICAN) and other accepted accounting principles. The financial statements have been prepared
on accrual basis and approved by the Board of Directors on 203 ! 09} LQ;%_ .

These policies have been consistently applied to all the years presented except otherwise staled.

Functional and Presentation Currency
The financial statements are presented in Nepalese Rupees (NPR) which is the Company's functional currency. All

financial information presented in NPR has been rounded to the nearest two digit except where indicated otherwise.

Use of Estimates, Assumptions and Judgements

The Company, under NFRS, has applied accounting policies which appropriately suit its circumstances and
operating environment. Further, the Company has made judgments in respect of items where the choice of specific
policy, accounting estimate or assumption to be followed could materially affect the financial statements. This may

later be determined that a different choice could have been more a ppropriate.

The accounting policies have been included in the relevant notes for each item of the financial statements and the

effect and nature of the changes, if any, have been disclosed.

The Company has made estimates and assumptions that will affect the assets, liabilities, disclosure of contingent
assets and liabilities, and profit or loss as reported in the financial statements, The Company applies estimates in
preparing & presenting the financial statements and such estimates and underlying assumptions are reviewed
periodically. The revision to accounting estimates are recognized in the period in which the estimates are revised and

are applied prospectively.

Disclosures of the accounting estimates have been included in the relevant sections of the notes wherever the

estimates have been applied along with the nature and effect of changes of accounting estimates, if any.

Going Concern

The financial statements are prepared on a going concern basis, as the Board of the Company is satisfied that the
Company has the resources to continue in business for the foreseeable future. In making this assessment, the Board of
Directors have considered a wide range of information relating to present and future conditions, including future

projections of profitability, cash flows and capital resources.

Changes in Accounting Policies e B

The company has challggd,ifs[ﬁCC()zijltin g policies, wherever required, to ensure compliance with NFRS. 'l"bé-'&‘f fect of ‘

change in accounting’ po ‘Cy,,at thecdate of transition has been given to the retained earnings (and u':_'sér\"-'es, if ]
applicable). . vz eiTicihy fﬁf =
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

Reporting Pronouncements

The Company has, for the preparation of financial statements,adopted the NFRS pronounced by ASB as effective on
September 13, 2013. The NFRS confirms, in all material respect, to International Financial Reporting Standards (IFRS)
as issued by the International Accounting Standards Board (IASB).

However, the Institute of Chartered Accountants of Nepal (ICAN) vide its notice dated 20 September 2018 has
resolved that Carve-outs in NFRS with alternative treatment and effective period shall be provided to Banks and
Financial Institutions regulated by NRB on the specific recommendation of Accounting Standard Board (ASB). In the

same decision the ASB has outlined that the other entities may also use those carve-outs with necessary disclosures.

Accordingly the company has decided to adopt those carve-outs. Details of carve out provided are as follows:

NAS 39: Financial Instruments: Recognition and Measurement

Impracticability to determine transaction cost of all previous years which is the part of effective interest rate
In para 9, The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts

through the expected life of the financial instrument or, when a ppropriate, a shorter period to the net carrying
amount of the financial asset or financial liability. When calculatin g the effective interest rate, an entity shall estimate
cash flows considering all contractual terms of the financial instrument (for example, prepayment, call and similar
options) but shall not consider future credit losses. The calculation includes all fees and points paid or received,
unless it is immaterial or impracticable to determine reliably, between parties to the contract that are an integral part
of the effective interest rate (see NAS 18 Revenue), transaction costs and all other premiums or discounts. There is a
presumption that the cash flows and the expected life of a group of similar financial instruments can be estimated
reliably. However, in those rare cases when it is not possible to estimate reliably the cash flows or the expected life of
a financial instrument (or group of financial mstruments), the entity shall use the contractual cash flows over the full

contractual term of the financial instrument (or group of financial instruments).

The carve out is optional and has been provided till FY 2080-81. Accordingly, the Company has opted the carve out.

NFRS 9 'Financial Instruments'-Impairment

NFRS 9 'Financial Instruments' was issued by the ASB in July 2014 and effective internationally for the financials
beginning on or after 1 January 2018. Accounting Standard Board of Nepal endorsed NFRS 9 Financial Instruments
with some exceptions, mainly in the Impairment. Currently, Incurred Loss Model as specified in NAS 39 is used. The
requirement of NFRS 9 is Expected Credit Loss Model.

The management is still assessing the potential impact on its financial statements, if Expected Credit Loss (ECL)
model is introduced.

The carve out is optional and has been provided till FY 2080-81. Accordingly, the Company has opted the carve out.

New Standards in issue but not yet effective
For the reporting of financial instruments, NAS 32 Financial Instruments, Presentation, NAS 39 Financial Instruments

Recognition and Measurements and NFRS 7 Financial Instruments - Disclosures have been applied. NRFS I has been
complied for the classification of Financial Instruments. A number of new standards and amendments to the existing
standards and interpretations have been issued by IASB after the pronouncements of NFRS with varying effective

dates. Those become applicable when ASB Nepal incorporates them within NFRS.

Limitation of NFRS Implementation
Wherever the information is not adequately available, and /or it is impracticable to develop, such exception to NFRS

implementation has been noted and disclosed in respective sections.

w ok
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

Significant Accounting Policies

Basis of Measurement
The financial statements have been prepared on historical cost basis except for the following material items in the

statement of financial position:
- Financial assets other than measured at amortized cost are measured at fair value.
- Inventories are measured at cost or net realizable value, whichever is lower ( wherever applicable)

Presentation - Current versus Non-Current Classification

The Company presents assets and liabilities in statement of financial position based on current/non-current classification.
Based on the nature of products and the time between acquisition of assets for processing and their realization in cash
and cash equivalents, the Company has ascertained its operating cycle as 12 months for the purpose of current/non-
current classification of assets and liabilities.

The Company classifies an asset as current when it is:

- Expected to be realized or intended to sold or consumed in normat operating cycle,
- Held primarily for the purpose of trading,

- Expected to be realized within twelve months after the reporting period, or

All other assets are classified as non-current,

The Company classifies a liability as current when;
- It is expected to be settled in normal operating cycle,
- 1t is held primarily for the purpose of trading ,
- ltis due to be settled within twelve months after the reporting period, or
-There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting
period.

The Company classifies all other liabilities as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities,

Critical accounting estimates

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards requires the use of
certain critical accounting estimates and judgments. The management has exercised judgments 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. In the future, actual
result may differ from these estimates and assumptions. 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:

Recognition of deferred tax assets

Deferred tax assets are recognised for taxable temporary difference to the extent that it is probable that taxable profit will
be available against which the losses can be utilized, Signilicant management judgment is required to determine the
amount of deferred tax assets that can be recognised, 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. Such changes are reflected in the assumptions

WS =
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

Provision for depreciation and amortisation

Depreciation and amortisation is calculated over the estimated useful lives of the assets. An item of property, plant and
equipment and any significant part initially recognised is derecognised upon disposal or when no future economic
benefits are expected from its use or dis posal. The residual values, useful lives and methods of depreciation of property,
plant and equipment are reviewed at each financial year end and adjusted prospectively, if appropriate.

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. Such changes are reflected in the assumptions
when they occur.

Capital management

For the purpose of the Company's capital management, capital includes issued capital and all other equity reserves
attributable to the equity holders of the company. The primary objective of the company's capital management is to
maximize the shareholder value. The Company manages ils capital structure and makes adjustments in light of changes
in economic condibons and the requirements of the financial covenants. To maintain or adjust the capital structure, the
Company may adjust the dividend payment to shareholders or issue new shares.

Impairment of non- financial assets (excluding inventories and deferred tax assets)

Non-financial assets are subject to impairment tests whenever events or changes in circumstances indicate that their
carrying amount may not be recoverable. Where the carrying value of an asset exceeds its recoverable amount (i.e. the
higher of value in use and fair value less costs to sell), the asset is written down accordingly. The recoverable amount is
determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or groups of assets. When the carrying amount of an asset or Cash generating units exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

An assessment is also done for whether there is any indication that an impairment loss recognized for an asset in prior
accounting periods may no longer exist or may have been decreased. If any such indication exists the asset's recoverable
amount is estimated. The carrying amount of the fixed asset is increased to the revised esfimate of its recoverable amount
such that the increased carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognized for the asset in prior years.

Impairment loss or reversal shall be included in profit or loss if any. The company has no impairment loss/ gain during
the relevant reporting periods.

Foreign Currency Transactions

Transactions entered into by the Company in a currency other than Nepali Rupees (the currency of primary economic
environment in which it operates) are recorded at the rates ruling when the transactions occur. Exchange differences
arising on foreign currency transactions settled during the year are recognized in the Statement of Profit or Loss.
Unsettled foreign currency monetary assets & liabilities are translated at the rates ruling at the reporting date. Exchange
differences arising on the retranslation of unsettled monetary assets and liabilities are recognized immediately in profit or
loss statement.

Service Concession Arrangements

IFRIC (International Financial Reporting Interpretation Committee) 12 gives guidance on the accounting by operators for
public-to-private service concession arrangements. This interpretation sets out general principles on recognizing and
measuring obligations and related rights in service concession arrangements. The company has considered about the
applicability of IFRIC 12 Service Concession Arrangement, issued by International Accounting Standard Board (IASB) for
preparation and presentation of financial statements,

A feature of these service arrangements is the public service nature of the obligation undertaken by the operator. Public
policy is for the services related to the infrastructure to be provided to the public, irrespective of the identity of the party
that operates the services. The service arrangement contractually obliges the operator to provide the services to the
public on behalf of the public sector entity. Other common features are:
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@ the party that grants the service arrangement (the grantor) is a public sector entity, including a governmental body,
or a private sector entity to which the responsibility for the service has been devolved.

(b) the operator is responsible for at least some of the management of the infrastructure and related services and does
not merely act as an agent on behalf of the grantor.

(c) the contract sets the initial prices to be levied by the operator and regulates price revisions over the period of the
service arrangement.

(d) the operator is obliged to hand over the infrastructure to the grantor in a specified condition at the end of the
period of the arrangement, for little or no incremental consideration, irrespective of which party initially financed.

IFRIC 12-Service Concession Arrangements applies to
(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;

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

(c) the infrastructure constructed or acquired by the operator from a third party for the purpose of the service
arrangement OR is the infrastructure existing infrastructure of the grantor to which the operator is given access for
the purpose of the service arrangement

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

Financial asset model:

Financial asset model: The Financial assct model is used when the Company, being an operator, has an unconditional
contractual right to receive cash or another financial asset from or at the direction of the grantor for the construction
services. Unconditional contractual right is established when the grantor contractually guarantees to pay the operator

(a) specific or determinable amount;
(b) the shortfall, if any, between amounts received from the users of the public services and specified or determinable
amounts.

Intangible asset model:

Intangible asset model: The intangible asset model is used to the extent that the company, being an operator, receives the
right (the 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 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.

Intangible Assets under Service Concession

The Company manages concession arrangements which include power supply from its hydropower plants viz. 36 MW
Power Plant. The company maintains and services the infrastructure during the concession period. Further, the
concession arrangement gives the Group right to use the hydropower project for generating electricity and earn revenue
by selling electricity to NEA and local consumers. The right to consideration gives rise to an intangible asset and
accordingly, the intangible asset model is applied. Revenue from service concession arrangement under the intangible
asset model is recognised in accordance with the terms of the power purchase agreement as and when the power is
supplied. 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. Any asset carried under concession arrangements is
derecognised on disposal or when no future economic benefits are expected from its future use or when the contractual
rights to the financial asset expire.

The tenure of the Service Concession Arrangement of 36 MW Balephi Hydropower Project for generation, transmission,
and distribution shall be ended on 2108 Shrawan 11, B.S. )

@
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3.8 Lease

The Company as a lessee:

The Company enters into an arrangement for lease of buildings, Land and office equipments. Such arrangements are
generally for a fixed period but may have extension or termination options. In accordance with NFRS 16 — Leases, at
inception of the contract, the Company assesses whether a contract is, or contains a lease. A lease is defined as ‘a contract,
or part of a contract, that conveys the right to control the use an asset (the underlying asset) for a period of time in
exchange for consideration.

To Assess whether a contract conveys the right to control the use of an identified asset, the Company assesses whether:

- The contract involves the use of an identified asset - this may be specified explicitly or implicitly, and should be
physically distinct or represent substantially all of the capacity of a physically distinct asset. If the supplier has a
substantive substitution right, then the asset is not identified;

- The Company has the right to obtain substantially all of the economic benefits from use of the asset throughout the
period of use; and

The Company assesses whether it has the right to direct ‘how and for what purpose’ the asset is used throughout the
period of use. At inception or on reassessment of a contract that contains a lease component, the Company allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone prices. However, for the
leases of land and buildings in which it is a lessee, the Company has elected not to separate non-lease components and
account for the lease and non-lease components as a single lease component.

Measurement and recognition of leases as a lessee

The Company recognizes a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset
is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments
made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and
remove the underlying asset or to restore the underlying asset or the site on which it is located, less any lease incentives
received.

The right-of-use assets is subsequently measured at cost less any accumulated depreciation, accumulated impairment
losses (unless such right of use assets fulfills the requirements of NAS 40 - Investment Property and is accounted for as
there under), if any and adjusted for any re-measurement of the lease liability. The right-of-use assets is depreciated
using the straight-line method from the commencement date over the shorter of lease term or useful life of right-of-use
asset. Right-of-use assets are tested for impairment whenever there is any indication that their carrying amounts may not
be recoverable. Impairment loss, if any, is recognised in the Statement of profit and loss.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Company’s
incremental borrowing rate. Generally, the Company uses its incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the following:
- fixed payments, including in-substance fixed payments;
- variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date;
- amounts expected to be payable under a residual
- the exercise price under a purchase option that the Company is reasonably certain to exercise, lease payments in an

optional renewal period if the Company is reasonably certain to exercise an extension option, and penalties for early

termination of a lease unless the Company is reasonably certain not to terminate early.

¥
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The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a
change in future lease payments arising from a change in an index or rate, if there is a change in the Company’s estimate
of the amount expected to be payable under a residual value guarantee, or if the Company changes its assessment of
whether it will exercise a purchase, extension or termination option. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the right-of-use asset, or is recorded in Statement of profit

and loss if the carrying amount of the right-of-use asset has been reduced to zero, as the case may be.

The Company presents right-of-use assets that do not meet the definition of investment property on the face of balance
sheet below ‘property, plant and equipment’ and lease liabilities under ‘financial liabilities” in the balance sheet.

The Company has elected not to apply the requirements of NFRS 16-Leases to short-term leases of all assets that have a
lease term of 12 months or less and leases for which the underlying asset is of low value. The lease payments associated
with these leases are recognized as an expense on a straight-line basis over the lease term, unless the payments are
structured to increase in line with the expected general inflation to compensate the lessor’s expected inflationary cost

Increases.

The Company as a lessor

When the Company acts as a lessor, it determines at lease inception whether each lease is a finance lease or an operating
lease. To classify each lease, the Company makes an overall assessment of whether the lease transfers substantially all of
the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a finance lease; if
not, then it is an operating lease. As part of this assessment, the Company considers certain indicators such as whether
the lease is for the major part of the economic life of the asset.

The Company recognises lease payments received under operating leases as income on a straight-line basis over the lease

term as part of ‘other income’.

The Company recognizes lease payments received under operating leases as income on a straight-line basis over the lease
term unless the payments are structured to increase in line with the expected general inflation to compensate the lessor’s
expected inflationary cost increases. In case of a finance lease, finance income is recognised over the lease term based on a

pattern reflecting a constant periodic rate of return on the lessor’s net investment in the lease,

Majority of lease agreements entered into by the Company have generally an average increment rate of 15% in every two
years, which the management assumes are in line with the lessor's expected inflationary cost increases. Payments and

receipts under such leases are charged or credited to the Statement of Profit and Loss as per the terms of the agreements.

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company and the
revenue can be reliably measured, regardless of when the payment is being made. Revenue is measured at the fair value
of the consideration received or receivable, taking into account contractually defined terms of payment and excluding

taxes or duties collected on behalf of the Government.

The Company recognizes revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and specific criteria have been met for each of the company’s activities as
described below. The company bases its estimates on historical results, taking into consideration the type of customer,

the type of transaction and the specific of each arrangement.

Revenue is measured at the fair value of the consideration received or receivable net of trade discounts. Revenue include
all revenue from ordinary activities of the company that are recorded excluding Value Added Taxes collected from

customers that are remitted or are to be remitted to the government authorities.

(a) Sale of electricity
Revenue from sale of electricty is recognized at the time of issue of invoice to Nepal Electricty Authority (NEA) in

accordance with the terms of the Pawer Purchase Agreement (PPA) entered into with the Nepal Electricty Aufhbrity

(NEA).

(b) Other Income \
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310 Property, Plant & Equipments:

A)

D)

Recognition and Measurement

The cost of an item of property and equipment shall be recognized as an asset, initially recognized at cost, if, and only if:

- it is probable that future economic benefits associated with the item will flow to the entity; and

- the cost of the item can be measured reliably.
Cost includes expenditure that is directly attributable lo the acquisition of the asset. The cost of self-constructed assets
includes the following:

- the cost of materials and direct labor;

- any other costs directly attributable to bringing the assets to a working condition for their intended use;

- when the Company has an obligation to remove the asset or restore the site, an estimate of the costs of dismantling
and removing the items and restoring the site on which they are located; and

- Capitalized borrowing costs.

The Company adopts cost model for entire class of property and equipment. Neither class of the property and equipment
are measured at revaluation model nor is their fair value measured at the reporting date. The items of property and

equipment are measured at cost less accumulated depreciation and any accumulated impairment losses.

Purchased software that is integral to the functionality of the related equipment is capitalized as part of that equipment.

Subsequent expenditure is capitalized if it is probable that the future economic benefits from the expenditure will flow to
the Company. Ongoing repairs and maintenance to keep the assets in working condition are expensed as incurred. Any
gain or loss on disposal of an item of property and equipment (calculated as the difference between the net proceeds
from disposal and the carrying amount of the item) is recognized within other income in profit or loss.

Depreciation
Depreciation on assets under construction does not commence until they are complete and available for use. Depreciation
is provided on all other items of property, plant and equipment so as to write-off their depreciable amount over the

expected useful economic lives.

Depreciation is provided on a pro-rata basis on the straight-line method based on the estimated useful life of the assets
determined by management as per application guidance to NAS 16 issued by Accounting Standard Board.

The estimated useful lives of various class of PPE for the current year and comparative years are as follows:

Revised Useful

Class of PPE Life under SLM
Method
Furniture and Fixtures 10 Years
Computer and 1T Equipments 3 Years
Office Equipment 5 Years
Vehicles 8§ Years

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at each

financial year end and adjusted prospectively, if appropriate

De-Recognition

Anitem of property plant and equipment is de-recognised on disposal or when no future economic benefits are expected
from the use of that asset. The gain or loss arising from the disposal of an item of property plant and equipments is the
difference between net disposal proceeds if any, and the carrying amount of that item and is recognised in the statement

of Profit and Loss.

Assets used at the Corporate office,; Kathindndu are shown as Property, Plant and Equipment. All other assets rélated to

the project and all the expendit re1¢4(,cag3ifaF & revenue nature) which are directly attributable to acquisition, and}
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construction of the assets are capitalizedas igtahgible assets under Service L’_‘mu_‘u.&-&siy‘l Arrangement, \
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Intangible Assets

Recognition and Measurement

Intangible assets acquired separately are measured on initial recognition at cost of acquisition. The cost comprises of
purchase price and directly attributable costs of bringing the assets to its working condition for intended use.

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortisation and
accumulated impairment losses, if anv.

The Company’s intangible assets comprises assets with finite useful life which are amortised on a straight-line basis over
the period of their expected useful life,

Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.

The estimated useful lives of Intangible assets for the current year and comparative years are as follows:

Particulars Useful Life

Service Concession Arrangement 27.7

Intangible Assets Under Construction
Capital work-in-progress represents expenditure incurred in respect of capital projects not ready for use and are carried

at cost. Cost comprises of purchase cost, related acquisition expenses, development / construction costs, borrowing costs

and other direct expenditures.
Such amount has been capitalised as Intangible assets as per IFRCI 12 upon the completion of Project .

Restriction on PPE
The company will have to transfer the entire generation unit to Government of Nepal under BOOT arrangement at the

expiry of the generation license period i.e. 28.7 years from Commercial Operation Date (COD).

Investment property

Property that is held for long-term rental yields or for capital appreciation or both, and that is not occupied by the
Company, is classified as investment property. Investment property is measured initially at its cost, including related
transaction costs and where applicable borrowing costs. Subsequent expenditure is capitalised to the asset’s carrying
amount only when it is probable that future economic benefits associated with the expenditure will flow to the Company
and the cost of the item can be measured reliably. All other repairs and maintenance costs are expensed when incurred.

When part of an investment property is replaced, the carrying amount of the replaced part is derecognised.

Financial Instruments : Financial Assets
Financial Asset is any asset that is:
a) Cash
b) an equity instrument of another entity
¢) acontractual right: .
i) to receive cash or other financial asset from another entity, or
ii) to exchange financial assets or financial liabilities with another equity under conditions that are potentiaily
favourable to the entity, or
d) acontract that will or may be settled in the entity's own equity instruments and is:
i) anon-derivative for which the entity is or may be obliged to receive a variable number of the entity's own equity
instruments, or
i) a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another financial

asset for a fixed number of the entity's own equity instruments.

A) Recognition
All financial assets are initially recognized on the date on which the company becomes a party to the contractual

provisions of the instrument. The classification of financial instruments at the initial recognition depends on their

purpose and characteristics and the management’s intention in acquiring them.

B) Classification ,~u ‘}H.Q [< ' \.
The financial asgefs/ire meastfédiat amortized cost or fair value on the basis of the Company’s busirfess hicdinsand ! X

et the contractual cash flow characteristics of the financial assets. -

managing the finghtial'assets a
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The two classes of financial assets are as follows:

i) Financial assets measured at amortized cost
Financial asset are measured at amortized cost if both of the following conditions are met:
* The asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows
and
* The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

ii) Financial asset measured at fair value
Financial assets other than those measured at amortized cost are measured at fair value. Financial assets measured at
fair value are further classified into two categories as below:
a) Financial assets at fair value through profit or loss (FVTPL)
Financial assets are classified as fair value through profit or loss (FVTPL) if they are held for trading or are
designated at fair value through profit or loss. Upon initial recognition, transaction cost is directly attributable
to the acquisition are recognized in profit or loss as incurred. Such assets are subsequently measured at fair

value and changes in fair value are recognized in Statement of Profit or Loss.

b)  Financial assets at fair value through other comprehensive income (FVTOCI)
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 though other comprehensive
income. Such assets are subsequently measured at fair value and changes in fair value are recognized in other
comprehensive income.

Measurement

i) Initial Measurement
A financial asset or financial lability is measured initially at fair value plus or minus, for an item not at fair value
through profit or loss, transaction costs that are directly attributable to its acquisition or issue. Transaction cost in
relation to financial assets and liabilities at fair value through profit or loss are recognized in Statement of Profit or

Loss.

ii) Subsequent Measurement
A financial asset or financial liability is subsequently measured either at fair value or at amortized cost based on the
classification of the financial asset or liability. Financial asset or liability classified as measured at amortized cost is
subsequently measured at amortized cost using effective interest rate method

The amortized cost of a financial asset or financial liability is the amount at which the financial asset or financial
liability is measured at initial recognition minus principal repayments, plus or minus the cumulative amortization
using the effective interest method of any difference between that initial amount and the maturity amount, and
minus any reduction for impairment or non-collectability.

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.

Derecognition

The Company derecognizes a financial asset when the contractual rights to the cash flows from the financial asset expire,
or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred or in which the Company neither transfers nor retains
substantially all the risks and rewards of ownership and it does not retain control of the financial asset.

Any interest in such transferred financial assets that qualify for derecognition that is created or retained by the Company

is recognized as a separate asset or liability. On derecognition of a financial asset, the difference between the carrying
amount of the asset (or the carrying amount allocated to the portion of the asset transferred), and the sum of (i) the-
consideration received (including any new asset obtained less any new liability assumed) and (ii) any cumula/tii}é gain oroz N\

loss that had been recognized in other comprehensive income is recognized in profit or loss. ) i N

In transactions in which/the €Companyméither retains nor transfers substantially all the risks and rewards ofiownership 6f

a financial asset and it/réfains control over the asset, the Company continues to recognize the asset to the' _éXtént of its
T %0 i
the value of the transferred asset

continuing involvement, dateritiined By the extent to wiich it is exposed to chanees in
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Determination of Fair Value

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing
parties in an arm’s length transaction on the measurement date. The fair value of a liability reflects its non-performance
risk.

When available, the Company measures the fair value of an instrument using quoted prices in an active market for that
instrument. A market is regarded as active if quoted prices are readily and regularly available and represent actual and
regularly occurring market transactions on an arm's length basis. If a market for a financial instrument is not active, the
Company establishes fair value using a valuation technique. Valuation techniques include using recent arm's length
transactions between knowledgeable, willing parties (if available), reference to the current fair value of other instruments

that are substantially the same, discounted cash flow analyses.

The best evidence of the fair value of a financial instrument at initial recognition is the transaction price - i.e. the fair
value of the consideration given or received. However, in some cases, the fair value of a financial instrument on initial
recognition may be different to its transaction price. If such fair value is evidenced by comparison with other observable
current market transactions in the same instrument (without modification) or based on a valuation technique whose
variables include only data from observable markets, then the difference is recognized in profit or loss on initial
recognition of the instrument. In other cases, the difference is not recognized in profit or loss immediately but is
recognized over the life of the instrument on an appropriate basis or when the instrument is redeemed, transferred or

sold, or the fair value becomes observable

All unquoted equity investments are recorded at cost, considering the non trading of promoter shares up to the date of
balance sheet, the market price of such shares could not be ascertained with certainty. Hence, these investments are

recognized at cost net of impairment, if any.

Impairment
At each reporting date the Company assesses whether there is any indication that an asset may have been impaired. If

such indication exists, the recoverable amount is determined. A financial asset or a group of financial assets is impaired
and impairment losses are incurred if, and only if, there is objective evidence of impairment as a result of one or more
events occurring after the initial recognition of the asset (a loss event), and that loss event (or events) has an impact on

the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated.

The Company considers evidence of impairment for loans and advances and held-to-maturity investment securities at
both a specific asset and collective level. All individually significant loans and advances and held-to-maturity investment
securities are assessed for specific impairment. Those found not to be specifically impaired are then collectively assessed

for any impairment that has been incurred but not yet identified.

Loans and advances and held-to-maturity investment securities that are not individually significant are collectively
assessed for impairment by grouping together loans and advances and held-to-maturity investment securities with
similar risk characteristics. Impairment test is done on annual basis for trade receivables and other financial assets based

on the internal and external indication observed.

In assessing collective impairment, the Company uses statistical modelling of historical trends of the probabilily of
default, the timing of recoveries and the amount of loss incurred, adjusted for management’s judgment as to whether
current economic and credit conditions are such that the actual losses are likely to be greater or less than suggested by
historical trends. Default rates, loss rates and the expected timing of future recoveries are regularly benchmarked against

actual outcomes to ensure that they remain appropriate.

Income taxes
Tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or loss except to

the extent that they relate to items recognised directly in equity or in other comprehensive income.

Current tax =
Current tax is the expected tax payable or recoverable on the taxable income or loss for the year, using tax/rales enacted

or substantively enacted at the réporting date, and any adjustment to tax payable in respect of previous years. _—
B E 4 [ ELLEAR

The company is enjoying tax holiday period of 10 years stay ing from the date of commercial operation (CoD):
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4

Deferred Income Tax
Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the

carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
The amount of deferred tax provided is based on the expected realization or settlement of the carrying amount of assets
and liabilities using tax rates at the balance sheet date. The carrying amount of Deferred tax liabilities and assets are

reviewed at the end of each reporting period.

Deferred tax has been calculated based on the timing differences arising from the treatment of assets, considering the
impact of a tax holiday spanning 10 years. This calculation accounts for the variance between the carrying amount of
assets for financial reporting purposes and their respective tax bases, factoring in the temporary nature of these
differences attributable to the tax holiday. The deferred tax liability or asset recognized in the financial statements reflects
the anticipated future tax consequences upon expiration of the tax holiday period, in accordance with applicable tax
regulations and interpretations.

Inventories
Inventories are carried at the lower of cost or Net realizable value.,

Net realizable value is the estimated selling price in the ordinary course of business less the estimated cost of completion
and the necessary estimated expenses. The cost of obsolescence and other anticipated losses are also considered for
determining the net realizable values.

Borrowing cost
Borrowing cost that are directly attributable to the acquisition, construction, or production of a qualifying asset are
capitalized as a part of the cost of such asset till such time the asset is ready for its intended use or sale.

Borrowing cost consist of interest and other costs that an entity incurs in connection with the borrowing of funds.
Borrowing costs also includes exchange differences to the extent regarded as an adjustment to the borrowing costs. A
qualifying asset is an asset that necessarily requires a substantial period of time to get ready for its intended use or sale.

All other borrowing cost are recognized as expense in the period in which they are incurred.

Cash and Cash Equivalents
Cash and cash equivalents are defined as cash on hand, demand deposits and short term highly liquid investments,

readily convertible to known amounts of cash and subject to insignificant risk of changes in value.

For the purpose of cash flow statements, cash and cash equivalents consist of cash in hand and balance in bank accounts.

Non-current Assets Held for Sale
Non-current assets or disposal groups are classified as held for sale if their carrying amounts will be recovered

principally through a sale transaction rather than through continuing use. Such assets or disposal groups are classified
only when both the conditions are satisfied -

a. The sale is highly probable, and
b. The asset or disposal group is available for immediate sale in its present condition subject only to terms that are

usual and customary for sale of such assets.
Management must be committed to the sale, which should be expected to qualify for recognition as a completed sale
within one year from the date of classification as held for sale, and actions required to complete the plan of sale should
indicate that it is unlikely that significant changes to the plan will be made or that the plan will be withdrawn.
Noncurrent assets or disposal group are presented separately from the other assets in the balance sheet. The liabilities of

a disposal group classified as held for sale are presented separately from other liabilities in the balance sheet.

Upon classification, non-current assets or disposal group held for sale are measured at the lower of carrying amount and
fair value less costs to sell. Non-current assets which are subject to depreciation are not depreciated or amprfized once

those classified as held for sale. e § , ;
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4

3.19 Employee benefits »
Employee benefits include salaries, wages, compensated absences and other benefits,

Short-term employee benefits
Wages and salaries, including non-monetary benefits that are expected to be settled within 12 months after the end of the
period in which the employees render the related service are recognised in res pect of employees’ services up to the end
of the reporting period and are measured at the amounts expectod o be paid when the liabilities are settled. The
liabilities are presented as current employee benefit obligations in the Statement of Financial Position,

3.20 Financial Instruments : Financial Liabilities
Financial Liability is any liability that is:
a) acontractual obligation:
i) to deliver cash or other financial asset to another entity, or
i) to exchange financial assets or financial liabilities with another equity under conditions that are potentially
unfavourable to the entity, or

b) a contract that will or may be settled in the entity's own equity instruments and is:
i) a non-derivative for which the entity is or may be obliged to receive a variable number of the entity's own equity
instruments, or '
ii) a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of the entity's own equity instruments.

Recognition
All financial liabilities are initially recognized on the date on which the company becomes a party to the contractual
provisions of the instrument. The classification of financial instruments at the initial recognition depends on their

purpose and characteristics and the management’s intention in acquiring them.

Classification
The Company classifies its financial liabilities, other than financial guarantees and loan commitments, as follows:

i)  Financial Liabilities at Fair Value through Profit or Loss (FVTPL)
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, U pon initial recognition, transaction costs are directly attributable to the acquisition
are recognized in Statement of Profit or Loss as incurred. Su bsequent changes in fair value is recognized at profit or

loss.

ii) Financial Liabilities measured at amortized cost
All financial liabilities other than measured at fair value though profit or loss are classified as subsequently measured

at amortized cost using effective interest rate method.

Measurement

i) Initial Measurement y
A financial asset or financial liability is measured initially at fair value plus or minus, for an item not at fair value
through profit or loss, transaction costs that are directly attributable to its acquisition or issue. Transaction cost in
relation to financial assets and liabilities at fair value through profit or loss are recognized in Statement of Profit or
Loss.

if) Subsequent Measurement
A financial asset or financial liability is subsequently measured either at fair value or at amortized cost based on the

classification of the financial asset or liability. Financial asset or liability classified as measured at amortized cost is

subsequently measured at amortized cost using effective interest rate method.

The amortized cost of a financial asset or financial liability is the amount at which the financial asset or financial
liability is measured at initial recognition minus principal repayiments, plus or minus the cumulative atportization

using the effective interest method of any difference between thal initial> amount and the maturity Amouiit, and
minus any reduction for impairment or uncollectibility. / </ E ,{-
| o L LEnTTE g ').,-
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Balephi Hydropower Litd.

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

Provisions

Provisions are recognized when the company has a present obligation, legal or constructive, as a result of a past event, it
is probable that a transfer of a economic benefits will be required to settle the obligation and when reliable estimate can
be made of the amount of obligation. If these conditions are not met, no provision is recognized.

The amount of provision recognized is the management's best estimate of expenditure required to settle the present
obligation at the reporting date.

Management reviews provisions at each reporting date and is adjusted to reflect the best estimate. If it is no longer

probable that a transfer of economic benefits will be required to settle the obligation, the provision is reversed.

Contingent Liabilities

Contingent liabilities are disclosed when there is a possible obligation arising from past events, the existence of which
will be confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the Company or a present obligation that arises from past events where it is either not probable that an outflow
of resources will be required to settle the obligation or a reliable estimate of the amount cannot be made.

The Company records a liability for any claims where a potential loss is probable and capable of being estimated and
discloses such matters in its financial statements, if material. For potential losses that are considered possible, but not
probable, the Company provides disclosure in the financial statements but does not record a liability in its accounts
unless the loss becomes probable.

Earnings Per Share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. The basic EPS is calculated
by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of
ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average

number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

U _



Balephi Hydropower Lid.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

Amount in NPR
4 Property, Plant & Equipments (PPE)

The changes in the carrying value of Property, Plant & Equipments (PPE) for the vear ended Asadh 31, 2081, Asadh 31, 2080 and Asadh 32, 2079 are as follows:

i Land & Land B Plant & Office Furniture & . Computer &
PanicEa Development fertess Machinery Equipments Fixtures - ek >nnmmmolam Total

Cost:

As on Shrawan 1, 2079 - - 58,255.00 426,199.00 513,025.00 7,832,032.00 1,079,990.00 9,909,501.00

Addition during the Year

Acquisition - - - - - - 189,500.00 189,500.00

Capitalization = - - - - = - -

Disposal during the year = - = - = - - -

Adjustment/Revaluation - - = - = - -
Balance as on Ashad end 2080 - - 58,255.00 426,199.00 513,025.00 7,832,032.00 1,269,490.00 10,099,001.00
Addition during the Year -
Acquisition - - - 2,445,963.65 1,100,084.65 298,900.00 306,400.00 4,151,348.30
Capitalization = - 2 - - - -
Disposal during the year - = - - - - - -
Adjustment/Revaluation - = = = - - - -
Balance as on Ashad end 2081 - - 58,255.00 2,872,162.65 1,613,109.65 8,130,932.00 1,575,890.00 14,250,349.30
Depreciation & Impairment
Ason Shrawan 1, 2079 - - 58,255.00 285,847.00 513,025.00 3,330,848.00 670,151.00 4,858,126.00
Adjustment,/ Revaluation = - F = = - - -
Restated opening as on Shrawan 1, 2079 - - 58,255.00 285,847.00 513,025.00 3,330,848.00 670,151.00 4,858,126.00
Depreciation charge for the Year = - - 139,032.00 - 1,651,984.00 385,685.00 2,176,701.00
Impairment for the year - - - - - - - -
Disposals - - B = - - - -
Adjustment - - - - - - - -
As on Ashad end 2080 = - 58,255.00 424,879.00 513,025.00 | 4,982,832.00 1,055,836.00 7,034,827.00
Depreciation charge for the Year == - - 432,385.58 110,008.47 1,443,575.06 215,912.47 2,202,381.58
Impairment for the year = - - - - - -
Disposals - - - - - - - -
Adjustment - - - - - - -
As on Ashad end 2081 - - 58,255.00 857,764.58 623,033.47 6,426,407.06 1,271,748.47 9,237,208.58
Net Book Value
As on Ashad end 2079 - - - 140,352.00 - 4,501,184.00 409,839.00 5,051,375.00
As on Ashad end 2080 - - . 1,320.00 - 2,849,200.00 213,654.00 3,064,174.00
As on Ashad end 2081 - - - 2,014,398.07 990,076.18 1,704,524.94 304,141.53 5,013,140.72

Property, Plant & Equipments-have been Iypothecated/mortgaged against borrowings (Refer Note No 13 and 16),
* Disposal of Assets has been done at-book value,
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements

Intangible Assets

The changes in the carrying value of Intangible Assets for the

32, 2079 are as follows:

For the year ended Ashad 31, 2081

year ended Ashad 31, 2081 Ashad 31, 2080 and Ashad

Capitalization
Disposal During the Year
Adjustment/Revaluation

g Accounting Service Concession
Particulars :
Software Arrangement
Cost:
As on Ashad end 2079 -
Addition during the Year -
Acquisition 8,679,664,326.38

Balance as on Ashad end 2080

8,679,664,326.38

Addition during the Year
Acquisition
Capitalization

Disposal During the Year
Adjustment/Revaluation

6,265,584.91

Balance as on Ashad end 2081

8,685,929,911.29

As on Ashad end 2079

Impairment for the Year
Disposals
Adjustment

Amortisation and impairment losses

Amortization charge for the Year

195,551,387.21

Balance as on Ashad end 2080

195,551,387.21

Impairment for the Year
Disposals
Adjustment

Amortization charge for the Year

302,624,740.36

Balance as on Ashad end 2081

498,176,127.57

Net Book Value

As on Ashad end 2079

Balance as on Ashad end 2080

8,484,112,939.17

Balance as on Ashad end 2081

8,187,753,783.72

The Company has obtained the generation license
Energy) and remains valid #ill 2108.04.11 Afl

Government of Nepal under BOOT provision.

y ¥

for operation from the Department of Electricity Development (Ministry of
ter the end of the period, company will have to transfer the entire generation unit to
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Balepiﬁ Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements

For the year ended Ashad 31, 2081

Other Non-Current financial assets
Amount in NPR
Particulars Ayt Aget
Ashad 31, 2081 Ashad 31, 2080
Security Deposits:
Total - =
Inventories
(As taken, valued and certified by the management.) Amount in NPR
Particulars o Apt
Ashad 31, 2081 Ashad 31, 2080
Store Spares and Consumables
@tal Inventories - = L
Trade Receivables
Trade receivables comprises of amount receivable from our customers and are non-interest bearing. Such trade
receivables are generally on credit terms of 30 - 90 days.
Amount in NPR
Particulars (-5l et
Ashad 31, 2081 Ashad 31, 2080
Trade Receivable 147,375,518.75 154,355,687.85
Total 147,375,518.75 154,355,687.85
Cash and Cash Equivalents
Amount in NPR
Particulars As at g
Ashad 31, 2081 Ashad 31, 2080
Cash In Hand (as certifi ed) 194,785.39 308,067.12
Balances with Banks - Current Acounts:
Everest Bank Limited 10,000.00 850,000.00
Nepal Bank Ltd. 43,504.00 43,504.00
Global IME Bank Ltd. 105,775.86 5,633,574.49
Sanima Bank Ltd. - -
Rastriya Banijya Bank Itd. 3,000.00 3,000.00
357,065.25 6,838,145.61
Less: Cheuges Issued But Not Cleared = -
Balances with Banks - Call Acounts:
Total 357,065.25 6,838,145.61

R/ b Ly

(0
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements

For the year
10 Other Financial Assets

ended Ashad 31, 2081

Amount in NPR

Particulars [t A
Ashad 31, 2081 Ashad 31, 2080

Other Advances & Deposit
Upper Balephi Hydropower Ltd. 4,566,970.50 4,566,970.50
Margin Deposits
L/C Margin 3,615,849.25 3,961,349.25
Bank Guarantee Margin 30,000.00 30,000.00
Other Deposits
Deposit = 5,000.00
Total 8,212,819.75 8,563,319.75

The fair values of all the above financial assets
interest bearing and are expected to be settled in th

approximates to their carrying amounts, These advances are non-

e normal course of operations.

11 Other Current Assets Amount in NPR
Particulars A qeat
Ashad 31, 2081 Ashad 31, 2080
Advance to Contractors /Vendors 84,690,712.57 60,010,443.65
Advance for Land 34,359,525.00 34,659,525.00
Pre-Paid Expenses 13,098,741.96 13,387,527.63
Other Advances 8,446,475.67 8,180,910.67
Staff Advance 1,133,369.87 1,647,615.85
Total 141,728,825.07 117,886,022.80 |
The management is assured that all the debtors and advances are good and recoverable in time,
12 Current Tax Assets/Liabilities {Net)
Amount in NPR
Particulars A5 at Bl
Ashad 31, 2081 Ashad 31, 2080

Opening Balance

Less: Current tax payable for the year
Add: Tax paid (Previous Year)

Add: Advance tax & TDS (Current Yea r)
Less: Adjustment made duri ng the year

Current Tax Assets / (Liabilities)




Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

13 Borrowings (Non Current)

Non Current Borrowings are interest bearing financial liabilities consisting of Bank Borrowings. For these financial
liabilities interest charged by the bank approximates effective interest rate and such rate is considered for calculation
of amortized cost of liability and the finance cost. The effect of initial charges and its impact on effective rate is

considered not material and the carrying value is considered approximate amortized cost.

Amount in NPR
[_ Particulars o =L
Ashad 31, 2081 Ashad 31, 2080

Secured Loans from Banks:
Term Loans

Everest Bank Limited 1,491,080,500.00 1,474,901,341.70

Global IME Bank Limited 2,826,716,750.96 2,834,936,499.96

Rastriya Banijya Bank Limited 698,399,500.00 499,500,000.00

Sanima Bank Limted 1,673,708,000.01 1,684,089,500.01
Bridge Gap Loans*

Global IME Bank Litited-BG Loan - 23,983,658.40

Rastriyn Banijya Bank Limited-BGL = 107,000,000.00
Less: Current maturities (Refer Note No 15) (40,200,000.00) (40,200,000.00)
Total 6,649,704,750.97 6,584,211,000.07

* Bridge Gap Loans are disbursed for the temporary financing of the Bills, that are
Sinancial consultant, Such loans and fiterest

(a) Sanction of Term Loan:

pending for verification by the appointed
tcerued therean are to be settled by way of disbursing the Term loan Sacility.

Fixed Term Loan Facility has been sanctioned and disbursed by the consortium of Banks led by Global IME Bank

Ltd, Co-lead Banks; Everest Bank Ltd. and Sanima B

(b) Repayment Schedule:
Consortium Loan I & III is expected to be repaid within 12 years of
consortium loan I, & V is expected to be repaid within 15 years of actual COD,
installments. Final Repayment Schedule was designed after the commerci

actual Comme

al operation of the project.

(c) Security:

ank Ltd. and participating Bank; Ras triya Banijya Bank Ltd.

reial Operation Date (COD) while
through fixed /ballooning quarterly

L. First charge by a way of registered mortgage/ pledge/hypothecation over the entire present and future fixed assets

created with or without financing owned
Banks,

I

—

. First charge over entire current assets of the

by the company on pari passu basis in favour of the consortium of the

project including receivables from Nepal Electricity Authority,

Compensation/incentives paid to the company on pari passu basis in favour of the consortium of the Banks.

LIl Assignement of Power Purchase Agreement (PPA)

of the Energy (electricity) produced by the company from its 36MW Upper Balephi 'A' project.

IV,
- Assignement of Project Guarantees of the company.

VI

Assignement of Power Generation License of the company.
5

Joint and personal guarantee of the promoters viz. Mr.
Kumar Sharada, Mr. Sushil Gupta and Mr. Sulav Agrawal for the loan amount till 50%
Further, personal Guarantee of Mr, Birendra Bahadur N
restricted to the initial credit facility of NPR 435 Crores.

14 Non-Current Liabilities

signed between NEA and the company for Supply and Delivery

Umesh Kasaju, Mr. Shakti Kumar Golyan, Mr. Sandeep
of the Term Ioan is repaid.
eupane, Mr. Bishnu Bd. Khatri and Mr. Bachhu Poudel is

Amount in NPR

As at

Particulars Ashad 31, 2081

As at
Ashad 31, 2080

Retention Money Payable

Total
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements

For the year ended Ashad 31, 2081

Deferred Income Tax

Amount in NPR
Particulars At AS &t
Ashad 31, 2081 Ashad 31, 2080

Deferred Tax Asset - -
Deferred Tax Liability 106,360,718.57 84,601,272.51
Net Deferred Tax Asset / (Liability) (106,360,718.57) (84,601,272.51)
Net Changes (21,759,446.06)]  (84,601,272.51)
Deferred Tax charged in OCI - -
Deferred Tax charged in SPL (21,759,446.06) (84,601,272.51)

Deferred Tax charged directly in Equity due to change in estiamte
of the life of asset

Deferred tax Assets:
Recognized in profit or loss

Recognized in OCI
Recognized in Equity
Deferred tax Assets at the end of year

Deferred tax liability:

Recognized through profit or loss
Recognized through OCI
Deferred tax liability at the end of year

106,360,718.57

84,601,272.51

106,360,718.57

84,601,272.51

"

Y
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

Current Borrowings

Current Borrowings are interest bearing financial liabilities consisting of Bank Borrowings. For these financial
liabilities interest charged by the bank approximates effective interest rate and such rate is considered for calculation of
amortized cost of hability and the finance cost. The effect of initial charges and its impact on effective rate is considered

not material and the carrying value is considered approximate amortized cost.

Amount in NPR
Particulars idn S e
Ashad 31, 2081 Ashad 31, 2080
Secured Loans from Banks
Bank Overdraft 99,869,537.00 183,005,457.08
Add: Current maturities of Non-Current Borrowings (Refer Note No 13) 40,200,000.00 40,200,000.00
Total 140,069,537.00 223,205,457.08

Short Term Loans, TR Loans and Bank Overdraft has been disbursed by Consortium of Banks lead by Global IME Bank
Ltd for meeting the working capital requirements of the company and such [oans are secured by a way of pari-passu
first charge over all the Current Assets including account receivables and inven tory, both present and future and pari-

passu second charge over the fixed assets of the company, both present and future.,

Trade payables
Trade payables are amount payable to creditors for
payables are normally settled on credit period of 30 to 90 days.

goods and services and are non interest bearing. These trade

Amount in NPR
Particulars oey A

Ashad 31, 2081 Ashad 31, 2080
Sundry Payables 12,742,012.96 -
Total 12,742,012.96 -
Other Financial Liabilities

Amount in NPR

Particulars ASEg e

Ashad 31, 2081 Ashad 31, 2080
Audit Fee Payable 557,500.00 1,115,000.00
Construction and Procurement Payable 51,103,690.15 90,124,239.15
Transmission Line Payable 139,070.00 4,014,070.00
Advance from Directors 306,446,860.39 306,446,860.39
Compensation Payable - 1,695,370.00
[nterest payable 247,486,402.43 40,728,291.18
Salaries Payable 8,094,066.36 11,678,419.78
Other Payables 18,489,400.00 21,460,000.00
Total 632,316,989.33 477,262,250.50
Unsecured loan from directors has been taken to address the need of fund to manage cost escalation. des

/




Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

19 Other Current Liabilities

Amount in NPR
Particulars Avay As gt
cuta Ashad 31, 2081 Ashad 31, 2080
Statutogl Dues:
TDS/Withholding taxes
- TDS/Withholding taxes upto 78/79 - 8,993,048.25
- TDS/ Withholding taxes 79/80 1,684,963.10 3,034,209.72
-TDS/ Withholding taxes 80/81 2,066,888.75
Total ‘ 3,751,851.85 12,027,257.97
20 Provisions
Amount in NPR
Particular L et
] Ashad 31, 2081 Ashad 31, 2080

Provision for CSR

Closing Balance =




Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

21 Share Capital
The Company classifies capital instruments as financial liabilities or equity instruments in accordance with
the substance of the contractual terms of the instruments. Equity is defined as residual interest in total assets
of the Company after deducting all its liabilities,

Accordingly the share capital of the company comprises following:

Amount in NPR
Particulars Adar 6 o
Ashad 31, 2081 Ashad 31, 2080

Authorised Capital
3,66,00,000 Equity Shares of Rs 100, Each 3,660,000,000.00
2,40,00,000 Equity Shares of Rs 100, Each - 2,400,000,000.00

3,660,000,000.00 2,400,000,000.00
Issued Capital
3,65,59.400 Equity Shares of Rs 100. Each 3,655,940,000.00
2,40,00,000 Equity Shares of Rs 100. Each - 2,400,000,000.00

3,655,940,000.00 2,400,000,000.00
Subscribed and fully Paid-up
1,82,79,700 Equity Shares of Rs. 100/- each 1,827,970,000.10 1,827,970,000.00
Total 1,827,970,000.10 1,827,970,000.00

21.1 Reconciliation of the number of ordinary shares outstanding at the beginning and end of the year:

As at Ashad 31, 2081 As at Ashad 31, 2080
Particulars No of No of
Shares Amount Shares Amount
Balance as at the beginning of the year 18,279,700 1,827,970,000 18,279,700 1,827,970,000
Balance as at the end of the year 18,279,700 1,827,970,000 18,279,700 1,827,970,000
21.2 Shareholding pattern of the company
As at Ashad 31, 2081 As at Ashad 31, 2080
Particulars No of No of
Shares Amount Shares Amount
Promoters 14,623,760 1,462,376,000 14,623,760 1,462,376,000
General Public 1,754,851 175,485,100 1,754,851 175,485,100
Project effected Local 1,827,970 182,797,000 1,827,970 182,797,000
Employees of the Company 73,119 7,311,900 73,119 7,311,900
Balance as at the end of the year 18,279,700 1,827,970,000 18,279,700 1,827,970,000

21.3 Rights, preferences and restrictions attached to shares Equity shares
The Company has only one class of equity shares having a par value of Rs. 100/- per share. Each shareholder
is eligible for one vote per share held. The dividend proposed by the Board of Directors is subject to the
approval of the shareholders in the ensuing Annual General Meeting, except in case of interim dividend. In
the event of liquidation, the equity shareholders are eligible to receive the remaining assets of the Compa ny
after distribution of all preferential amounts, in proportion to their shareholding. P B
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements

For the year ended Ashad 31, 2081
22 Other Equity

221 Retained Earnings

Particulars SEIag A58 )

Ashad 31, 2081 Ashad 31, 2080
Balance up to Last Year (434,456,948.95) (109,020,849.76)
Profits for the Year (448,017,758.57) {325,436,099.19)
Other Comprehensive Income for the Year - -
Revaluation Reserve - -
Deferred Tax adjustment directly in Equity
due to change in estimate of the life of asset = =
Total Comprehensive Income (882,474,707.52) (434,456,948.95)
Less:
Earlier Years' Tax - -
Earlier Years' Gratuity B -
Dividend Distribution - =
Total (882,474,707.52) (434,456,948.95)

4 : ,"J -. ,'f/
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

Revenue from Operations

Amount in NPR

Particulars For the year ended | For the year ended

Ashad 31, 2081 Ashad 31, 2080
Electricity Sales to NEA 893,895,835.18 568,923,384.00
Short Supply Charges (49,966,611.06) (9,493,163.16)
Total 843,929,224,12 559,430,220.84
Generation & Distribution Expenses: Amount in NPR
Particulars For the year ended | For the year ended

Ashad 31, 2081 Ashad 31, 2080
Salaries and other employee cost 9,805,422.79 8,879,800.44
Operation and Maintenance Charges 60,193,512.00 6,357,408.00
Power plant maintenance expenses 53,940,021.32 731,216.05
Fuel expenses 423,747 15 1,792,943.93
Electricity Expenses 1,432,780.03 147,775.00
Security Expenses 4,982,401.65 3,114,280.00
Royalty 16,869,820.26 14,782,353.38
Social Commitment Expenses 3,781,908.00 434,670.00
Consumable Expenses 4,217,835.32 177,750.00
Freight Expenses 1,066,440.44 521,000.00
Transmission Line Related expenses 432,000.00 1,950.00
Depreciation and Amortization Expense 302,624,740.36 195,551,387.21
Total 459,770,629.32 232,492,534.01
Other Income

Amouyit in NPR

Particulars For the year ended | For the year ended

Ashad 31, 2081 Ashad 31, 2080
Other Income 886,130.66 -
Total 886,130.66

Other Non Operating Expenses

Amntount i NPR

For the year ended

For the year ended

patilemars Ashad 31, 2081 Ashad 31, 2080

RCOD Late Fine Charge - 40,367,143.72
Sundry Debtors Written Off - 200,000.93
Total - 40,567,144.65

2l u’



Dalepnrl riyaropower Ltd.

Significant Accounting Policies and Notes to Financial Statements

27 Administrative & Other Expenses

For the year ended Ashad 31, 2081

Amount in NPR

Particilars For the year ended | For the year ended
Ashad 31, 2081 Ashad 31, 2080
Advertisement Expenses 180,535.00 33,697.00
Audit Fee Expenses 565,000.00 565,000.00
Communication and Internet Expenses 314,513.98 229,787.13
IPO Expenses s 20,000.00
Bank charges 40,341.04 68,700.76
Fine & Penalty = 5,510.00
Land Rent - 91,700.00
Legal and Professional Expenses 1,316,945.09 -
Printing and Stationery Expenses 354,454.58 131,477.50
Repair & Maintanance 1,029,041.26 1,653,756.13
Insurance Premium Expenses (COD) 25,745,013.44 13,170,172.60
Discount 4,081,733.22 1,013,659.02
Office Rent 1,169,000.00 1,629,333.00
Parking Charges 82,495.00 -
Staff Welfare Expenses 1,233,094.73 255,742.00
Staff Salary 6,914,482.64 3,382,071.00
Misc Expenses 8,355.26 86,615.00
Depreciation and Amortization Expense 2,202,381.58 2,176,701.00
Donation 5,000.00
Registration and Renewable Charges 2,681,919.59 =
Travelling Expenses 269,529.60 -
Vehicle Rent 150,240.00 -
Total 48,344,076.01 24,513,922.14

28 Depreciation and Amortization Expense

Amount in NPR

Less: Transferred to CWIP

Less: Transferred to Administrative & Other Expenses

2,202,381.58

Partiea For the year ended | -For the year ended
Ashad 31, 2081 Ashad 31, 2080
Depreciation and Amortization - Tangible Assets 2,202,381.58 2,176,701.00
Depreciation and Amortization - Intangible Assets 302,624,740.36 195,551,387.21
304,827,121.94 197,728,088.21
Less: Transferred to Cost of Sales 302,624,740.36 195,551,387.21

2,176,701.00

Total

29 Finance Costs

Finance Cost comprises of interest on short term loan, interest on Bank Overdraft and allied charges. All these costs

are carried at amortized cost using effective interest raie which is assu med to be bank interest rate.

Interest during the comstruction (IDC) has been fully capitalised to the project cost.

Amount in NPR
Particalars For the year ended | For the year ended
Ashad 31, 2081 Ashad 31, 2080
Interest on Long term loan 745,805,623.74 497,096,976.35
Interest on Short term loan 10,659,910.88 5,594,470.37
Loan Processing Fees 6,493,427.34 -
762,958,961.96 502,691,446.72
Less: Interest Capitalised %
Total 762,958,961.96 502,691,446 75,
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B)

Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

Income Tax
Tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or loss except to the
extent that they relate to items recognised directly in equity or in other comprehensive income.,

Current Tax

Current tax is the expected tax payable or recoverable on the taxable income or loss for the year, usihg tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred Tax

Deferred tax is provided usin g the balance sheet Liability method, providin g for lemporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount of
deferred tax provided is based on the expected realization or settlement of the carrying amount of assets and liabilities using
tax rates at the balance sheet date.

Amount in NPR

Pavtiktilaie For the year ended | For the year ended

o Ashad 31, 2081 Ashad 31, 2080
Current tax expense

Provision for income tax - -

Previous year's tax - -
Total Current Tax Expense - -
Deferred Tax
Origination and reversal of tem porary differences 21,759,446.06 84,601,272.51
Recognition of previously unrecognized deferred tax assets -
Total Deferred Tax Expense / (Income) 21,759,446.06 84,601,272.51
Total Tax Expense for the Year 21,759,446.06 84,601,272.51

W
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements

For the year ended Ashad 31, 2081

Reconciliation of tax expense and the accounting profit multiplied by Company’s tax rate for 2080-81 and 2079-80:
Amount in NPR

Particulars For the year ended | For the year ended
Ashad 31, 2081 Ashad 31, 2080

Profit before income tax (426,258,312.51) (240,834,826.68)

Effects on income tax of:

Income not subject to income tax - -

Expenses (deductible)/ Not deductible for tax purposes (269,179,977.71) (399,125,656.74)

Prior year under/(over) provision
Net effect
Taxable Income

Income not subject to income tax
Profit on sale of assets

Foreign Exchange gain

Dividend Income

Total

Expenses (deductible)/ Not deductible for tax purposes
Difference in Depreciation as per Income tax & Books

(269,179,977.71)

(399,125,656.74)

(695,438,290.22)

(639,960,483.42)

(274,049,991.71)

(440,132,981.39)

(Allowed)/Disallowed Other Expenses 4,870,014.00 41,007,324.65
Disallowed finance cost - E
Disallowed Repairs and maintenance Fx penses - -
Total (269,179,977.71) (399,125,656.74)

Prior year under/(over) provision
Prior Period Expenses
Total

Tax

For the year ended Ashad 31, 2081

For the year ended Ashad 31, 2080

Tax on Taxable Income

Taxable Income Tax Amount Taxable Income Tax Amount
Hydropower Income (695,438,290.22) - (639,960,483.42) -
Total Income (695,438,290.22) - (639,960,483.42) -

v b
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

31 Related Party Disclosure

I) List of related parties where control exists and also other related parties with whom transactions have taken place and

relationships:
5. No. Name of Related Parties Nature of Relationship

(@) Key Management Personnel (KMP):

Mr. Sanjay Kumar Shah Chairman

Mr. Subash Aryal CEO

Mrs. Ashmita Adhikari Company Secretary
(b)  Board of Directors;

Mr. Sanjay Kumar Sah Chairman

Mr. Ritesh Pradhan Director

Mr. Bidur Puri Director

Mr. Rajendra Timilsena Director

Mr. Yogesh Daruka Director

Mr. Prakash Kafle Independent Director

Mr Sushant Pradhanang Public Director
(b) Other Related Parties:

Prabha Bhimsariya Goyanka Promoter

Bachhu Poudel Promoter

Bishnu Bahadur Khatri Promoter

Shahil Suresh Advani Promoter

Narendra Ulak Promoter

Binod Shrestha Promoter

Rima Nepal Promoter

Rajesh Koirala Promoter

Shiva Shree Hydropower Ltd. Promoter

II. The following transactions were carried out with the related partics in the ordinary course of business:

Name of Related Parties Relationship 2080-81 2079-80
(a) Salary & Allwoances for
Key Managerial Personnel 2,824,109 1,227,920
(b) Loans & Advances ‘
Mr. Umesh Kasaju Chairman Loans & Advances . 28,938,861
Mr. Sulav Agrawal Director Loans & Advances - 64,064,000
Mr. Sushil Gupta Director Loans & Advances = 61,600,000
Mr. Sandeep Kumar Sharada Director Loans & Advances - 52,668,000
Mr. Shakti Kumar Golyan Director Loans & Advances - 64,064,000
Mrs. Prabha Bhimseriya(Goy: Promoter Loans & Advances - 35,112,000
Upper Balephi Hydropower Ltd. Common Promoter 4,566,971 4,566,971
() Purchase of construction Materials/ Fixed assets
Jagdamba Steels Ltd. Common Group 529,752 2,211,662
Jagdamba Auto Engineering Pvt. Ltd. Common Group 264,513 =
Rddihi Siddhi Cement Ltd. Common Director . 6,137,659
Universal Trading Center Pvt. Ltd. Common Director - 78,535
Mizu Construction Pvt. Ltd. Common Director 4,110,000 9,914,106
Litmus Industries Ltd. Common Director - 113,125




Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

111 Quistanding Balances

As at As at

Name of Related Parties Ashad 31, 2081 Ashad 31, 2080

Payables
Jagdamba Steels Ltd. 3,266,752 13,946,655
Rddihi Siddhi Cement Ltd. - 6,137,659
Shivam Cement Ltd. ’ 11,994,581 23,577,687
Lumbini Vidyut Industries - 13,529
Universal Trading Center Pvt. Ltd. - 416,213
Jagatra Devi Traders - 130,929
Litmus Industries Itd. - 113,125
Premier Steel Ltd. - 2,981,042
Mizu Construction Pvt. Ltd. 2,015,721 1,457,579

Terms and Conditions of Transactions with related parties
Outstanding Balances at the year end are unsecured and setflement occurs in cash, There have been no guarantee provided

or received for any related party receivables or payables. This assessment is undertaken each financial year through

examining the financial position of the related party and the market in which the related party operates.




Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

32 Declared and Proposed Dividends

Dividends payable to the Company’s shareholders are charged to equity in the period in which they are declared.

Proposed dividends are disclosed in notes separately until declared.

321 Declared and Approved during the year Amount in NPR
Particulars Amount
Dividend on Ordinary Shares for the FY : 2078-79: Nil -
Dividend on Ordinary Shares for the FY : 2079-80: Nil -
Total Dividend Declared =

32.2 Proposed for approval at the general meeting (not recognised as a liability as at balance sheet date)

. As at
Particulars Ashad 31, 2081
Dividend on Ordinary Shares for the FY : 2080.81- Nil -
Total Dividend Proposed =

33 Leases

33.1 Company as lessee :
Disclosures for operating leases other than leases covered in NFRS 16
The Company has entered into cancellable oOperating leases for leasing of office space. The tenure of lease is generally one
to two years.
Particulars For the year ended | For the year ended

ki Ashad 31, 2081 Ashad 31, 2080

Lease expense recognised in the statement of profit and loss for the year 1,169,000.00 1,629,333.00

33.2 Company as lessor :

The Company has not entered into any operating lease during the year.

Future minimum lease receipts over non cancellable period of operating leases are as folloiws :

Particulars For the year ended | For the year ended
Ashad 31, 2081 Ashad 31, 2080
Lease income recognised in the statement of profit and loss for the year - -
The future minimum lease receivable over the next one year - -
The future minimum lease receivable later than one year but not later than - -
five years
34  Earnings Per Share
Amount in NPR
Barticilars For the year ended | For the year ended
Ashad 31, 2081 Ashad 31, 2080
L. Net profit attributable to Shareholders for Basic earnings (448,017,758.57) (325,436,099.19)
. Net profit attributable to Shareholders for diluted earnings = =
I, Weighted average number ofOrdjnar}f Shares for basic EPS 18,279,700.00 18,279,700.00
Effects of dilution: ‘
IV. Preference Shares outstanding for conversion -
V. Weighted average number of ordinary shares adjusted for the effect of 18,279,700.00 18,279,700.00
dilution
Basic earnings per ordinary share (24.51) (17.80)
Diluted earnings per ordinary share (24.51) (17.80)

v
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Balephi Hydropower Lid.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

’

35 Contingent Liabilities and Commitments

Contingent liabilities are disclosed when there is a possible obligation arising from pastevents, the existence of which will
be confirmed only by the occurrence or non-occurrence of one or more uncertain fitire events not wholly within the
control of the Company or a present obligation that arises from past events where it is either not probable that an outflow

of resources will be required to settle the obligation or a reliable estimate of the amount cannot be made.

The Company records a liability for any claims where a potential loss is probable and capable of being estimated and
discloses such matters in its financial statements, if material. For potential losses that are considered possible, but not
probable, the Company provides disclosure in the financial statements but does not record a liability in its accounts unless
the loss becomes probable.

The Company believes that none of the contingencies described below would have a material adverse effect on the
Company's financial condition, results of operations or cash flows. It is not practicable for the Company to estimate the
timings of the cash outflows, if any, pending resolution of the respective proceedings. The Company does not expect any
reimbursements in respect of the same.

All the contingent liabilities and the commitments given by the Company are disclosed below:
Amount.in NPR

! As at As at —[
Facicuar Ashad 31, 2081 Ashad 31, 2080
(a) Contingent Liabilities

(i) Bank Guarantees towards:

EXIM Code 300,000.00 300,000.00

(b) Capital Commitments

i

36  Corporate Social Responsibility (CSR)

In accordance to the requirement of section 54 of the The Industrial Enterprise Act, 2076 and Rule 34 of The Industrial
Enterprise Rules, 2078, the company is required to comply with the provisions of Corporate Social Responsibility (CSR).
The amount required to be contributed 4 nd spend under CSR is as under:-

Particulars For the year ended | For the year ender‘

Ashad 31, 2081 Ashad 31, 2080
Gross amount required to be spent by the company durin @ the year - -
Less: Amount spent by the company during the year - -
Short/(Excess) - -
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Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 31, 2081

Financial risk management objectives and policies

The Company’s principal financial liabilities comprise frade and other payables. The main purpose of these financial
liabilities is to finance the Com pany's operations. The Com pany’s principal financial assets comprise trade and other
receivables, investment in fixed deposits and cash and short-term deposils that arrive directly from its operations,

The Company is exposed to market rigk; credit risk and liquidity risk. The Company’s senior management oversees the
management of these risks.

The Board of Directors reviews and agrees policies for managing each of these risks which are summarized below.

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes
in market prices. Market prices comprise four types of risk: interest rate risk, currency risk, commodity price risk and
ather price risk, such as equily price risk.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in foreign exchan ge rates. The Company’s exposure to the risk of changes in foreign exchange rates relates
primarily to the Company’s o perating activities (when revenue or expense is denominated in a different currency from

the Company’s functional currency).

Commodity price risk

The Company is affected by the volatility of certain commodities, I¢'s project construction activities require the ongoing
purchase of materials and therefore require a continuous supply of the same.

The Company manages this risk by purchasing materials and su pplies from the supplier identified by the group and
the Company has long term relation with the supplier,

Credit risk
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer
contract, leading to a financial loss. Credit risk is the risk of financial loss arising from counter-party failure to repay or

Trade receivables
Customer credit risk is managed by the Company’s established policy, procedures and control relating to customer

credit risk management. Credit quality of the customer is assessed and individual credit limits are defined in

accordance with this assessment.

Cash deposits
Credit risk From balances with banks and financial institutions are managed by maintaining the balances with highly
reputed Commercial banks only.

Liquidity risk

Liquidity risk is the risk that the Com pany will face in meeting its obligations associated with its financial liabilities. A
material and sustained shortfall in the cash flow could undermine the Company's credit rating, impair investor
confidence and also restrict the C mpany's ability to raise funds. '

The Company maintains a cautious funding strategy to mitigate the liquidity risk. The Company's Finance Department
regularly monitors the liquidity position to ensure it has sufficiont liquidity on going basis to meet the operational
needs. The Company monitors its risk to a shortage of funds on re gular basis throu gh cash forecast.

The Company maintains a balance between continuity of funding and flexibility through the use of bank overdrafts
and bank loans. Access to sources of funding is sufficient, ' %
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