Name: Balephi Hydropower Ltd.
Subject: Auditors' Report & Annual Accounts for the F/Y 2081-82

As at: 32nd Ashad 2082 (16th July 2025)
Period: From Shrawan 01, 2081 to Asadh 32, 2082 (July 16, 2024 to July 16, 2025)

M. Verma & Associates
(Chartered Accountants)



B T TR ]
M. VERMA & ASSOCIATES

Chartered Accountants

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

Opinion
We have audited the accompanying Financial Statements of Balephi Hydropower Ltd. ("the

Company") which comprises the Statement of Financial Position as at Ashad 32, 2082, Statement of
Profit or Loss & Other Comprehensive Income, Statement of Changes in Equity & Statement of Cash
Flows for the year ended Ashad 32, 2082, 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 Nepal Financial Reporting
Standards (NFRSs), of the state of affairs of the Company as at Aishad 32, 2082, and its profit, total
comprehensive income, its cash flows & the changes in equity for the year ended on that date.

Basis of Opinion

We conducted our audit of the Financial Statements in accordance with the Nepal Standard on
Auditing (NSAs) & applicable law. Our responsibilities under those Standards are further described in
the Auditor's Responsibility for the audit of the Financial Statements section of our report.

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 fulfiled 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

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period, These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters. We have determined the matter described
below to be the key audit matter to be communicated in our report. However, based on our audit
procedures, we did not identify any matters that meet the criteria of a key audit matter for the current
reporting period.

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

The Company's Board of Directors is responsible for the other information. The other information
comprises the Directors' report and Management Discussion and Analysis, Report on Cerporate
Governance and Business Responsibility report, but does not include the Consalidated Financial
Statements, Financial Statements & our Auditor's report thereon.

Our opinion on the Financial Statements does not cover the other information and we do not express
any form of assurance conclusion thereon. & Assa
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M.Verma & Associates, Chartered Accountants

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

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

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 contral as
management determines is necessary to enable the preparation of Financial Statements that are free
from material misstatement, whether due to fraud or error.

In preparing the Financial Statements, 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 operations,
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

Qur objectives are to obtain reasonable assurance about whether the Financial Statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an Auditor's
Report that includes our opinion. Reasonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with NSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
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:

) Identify and assess the risk of material misstatement of the Financial Statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide s basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resuiting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentation, or the override
of internal controls.

i} 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.

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

W) 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 gaing
concern. |f we conclude that a material uncertainty exists, we are required to draw attention in our
Auditor's Report to the related disclosures in the Financial Statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor's report. However, Future events or conditions may cause the Company
l0 cease to continue as a going concern. oW P



M.Verma & Associates, Chartered Accountants

v) Evaluate the overall presentation, structure, and content of the Financial Statements, including
the disclosures, and whether the F inancial Statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit,

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 Re uirements

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.

i) 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 boaks 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: M. Verma & Associates_ &, ASsoN

Chartered Accountants ;';:J.‘? '

Place: Kathmandu, Nepal

Date: 03.09. 2032

UDIN No.: 25 13599 ¢ 4 nnl}:r.jz-ﬁﬁ
COP No. 625
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Mukesh Verma, FCA
Proprietor
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Balephi Hydropower Litd.

STATEMENT OF FINANCIAL POSITION
As at 16th July 2025 (Ashad 32, 2082)

Amounl in NFR
As at Asat
Particulars Note | Achad 32, 2082 Ashad 31, 2081
Assets
Non Current Assets

Property, Plant and Equipment 4 1,25,75425.18 50,13,140.62

[ntangible assets 7.92 60,96,799.13 8,18,77,53.783.72

Intanjgible assets Linder Development 3744 87 890 67 -

Financial Assots -

Other financial assets ] -

Deferred tax Assets (Net) 15 — -
Total Non Current Assets 8,31,31,60,114.98 8,19.27,66,924.34
Current Assets

Inventories 7 - -

Financial Assets

Trade receivables & 17,76,59,628.28 14,73,75,518.75
Cash & Cash Equivalents 9 2303617 .83 3,27 ,063.25
Other financial assets 10 §5.59.159.73 82.12.819.75

Otther Current Assels 11 14,1989 ,864 50 14,17,28.825.07

Current Tax Assets (Net) 12 - -
Total Current Assets 33,0512.270.34 29.76,74 228 82

Total Assets 8,64,36,72,385.32 8,49,04,41,153.16
Equity and Liabilities
Liabilities
Non Currént Liabilities
Financial Liabilibies
Borrowings 13 5,60,19,73,500.01 6,64,97,04. 750,97
(ther financial liabilities 14 - -

Deferred tax liabilities (Net) 15 18,41,18214 .55 10,63, 60,718.57
Taotal Non Current Liabilities 5,78,60,91,714.56 6,75,60,65,469.54
Current Liabilities

Financial Liabilities

Borrowings 16 8.27,11,711.55 14,00,69,537.00
Trade payable 17 1,84,20,187.13 1,27,42,012.96
Oher financial liabilities 18 5,63,35623.84 63,23,16,989.33

Otther Current Liabilities 19 289864389 3751851 .85

Current Tax Liabilities (Net) 12 . =

Provisions 20 - -
Total Current Liabilities 17.03,66,166.41 78,88.80,391.14

Total liabilities 5,95,64,57 880,97 7,54,49,45 860,68
Equity
Share Capital 71 3,65,59,40,000.00 1,52.79,70,000.00
Other Equity 2 (96,87,25,495.65) (88,24,74,707.52)
‘T'otal equity 2,68,72,14,504.35 94,54,95,292.48
‘Total equity and liabilities 8,64,36,72,385.32 #,49,04,41,153.16
The accompanying notes are an integral part of the fimancial statements. o F P
For and on Behalf of Board As per our mréﬂ-'})f”e;';‘&;%l#}-.
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7. Keshay Neupane  Mr. Subash Aryal Mr. Bidur Puri M. Ritesh Pradhan Mukesh Verma, PCA~
Firarice Marnager Chief Executive Officer Chairman Director Proprietoy

Place: Kathmandu, Nepal

Date: m 09. 2062

M. Verma & Associates
Chartered Accountants



Balephi Hydropower Ltd.

Statement of Profit or Loss
For the year ended 16th July 2025 (Ashad 32, 2082)
Amount in NPR
For the yearended | For the year ended
Emticplas Note | Ashad 32,2082 Ashad 31, 2081
Revenue from Operations b A2 90,66,208.83 B43920224.12
CGeneration & Distribution Expenses 24 {57.00,69,934.15) (45,97 ,70,629.32)
Gross Profit 25,89,96,274.68 38,41,58,594.50
(Other Income 25 13,96433.79 8.86,130.66
Cither Non Operating Expenses 25 - -
Administrative & Other Expenses 2% (5,78,83,226.13) (4,83,44,076.01)
Profit/{Loss) Before Interest & Tax 20,25,09,382.34 33,67,00,649.45
Finance Costs {55,92,54,402.41) (76.29,58,961.96)
Profit/(Loss) Before Tax (35,67,44,920.07) (42,62,58,312.51)
Income Tax Expense
Current Tax
Previous Year's Tax
Deferred Tax Income/ (Expense) (7.77,57,495.98) (217,59,446.06)
Profit/(Loss) for the year (43,45,02,416.05) (44,80,17,754.57)
Earnings Per Share (EPS)
Basic EPS (Rs) (15.94) (24.51)
Diluted EPS (Rs) (15.94)| (2451)
The arcompanying notes are an integral part of the financial statements,
For and on Behalf of Board ! As per pur mpnﬁn;e%éfgm{.' :
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M. Verma & Associates -
Place: Kathmandu, Nepal Chartered Accountants
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Balephi Hydropower Ltd.
Statement of Cash Flow
For the year ended 16th July 2025 (Ashad 32, 2082)

Amount in NPR
For the year ended | For the year ended
e Ashad 32, 2082 Ashad 31, 2081
A Cash Flow from Operating Activities:
Profit before Income Tax (35,67,44,920.07) (42.62,58,312.51)
Adjustments for Non Cash [tems:
Depreciation & Amortization 30,65,77 827 87 A0.48,27121.94
Adjustments for non operating items: -
Interest Expenses 55.92.54.402.41 76,29,58,961.96
Prior period ta - -
Loss) (Profit) on Sale of assets -
Interest Income £
Investment Income - -
Operating profit before changes to receivables and payables 50,90,87.310.21 64,15.27.771.39
{Increase)/ Decrease in Trade & Other Receivables (3,08.91,488,94) (1;65,12;133.17)
{Decrease)/ Increase in Current Liabilities (61.85,14,224.73) 7638542559
{Increase)/ Decrease in Non-Current Assets - -
[Decrease)/ Increase in Non-Current Liabilities - =
Cash Generated from Operations {14,03,18,403.46) 70,14,01,063.51
Incomie Tax + -
Net Cash Inflow from Operating Activities {14,03,18,403.46) 70.14,01,063.81
B Cash Flow from Investing Activities :
Proceeds from disposal of property and equipment : =
Purchase of property and equipment and intangible assets (5:24,83,127.84) (1,04,16,933.11)
{Increase)/ Décrease in Project Work-In-Progress {37,44,87 BXL.6T) -
Change in Investment Disposal/ (Addition) = -
Investment Income - -
Net Cash Used in Investing Activities {42,69,71,018.51) {1.04,16,933.11)
C Cash Flow from Financing Activities :
Issue of Share Capital 1.82,79,70,000.00
Collection of Share Premium 34,8251 627,92
Increase / (Decrease) Share Application Money - =
Increase / (Decrease) in Long Term Loan (1,04,77,31,250.96) 6,54,93,750.90
Interest paid (55,92,54.402.41) (75,29;58,961.96)
Dividends paid - -
Net Cash Flow From Financing Activities 56,92,35,974.55 (69,74,65,211.06)
MNet Increase in cash & cash equivalents A+B+C 19,46,552.58 {64,81,080.36)
Opening Cash & Cash Equivalents 3.57.065.25 68.38,145.61
Closing Cash & Cash Equivalents 23,03,617.83 3,57 065.25
The accompanying notes are an integral part of the financial statements.
For and on Behalf of Board As per our report :Mlﬁﬂﬂeﬁ{;ﬁ
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Mr. Keshav Neupane  Mr, Subash Aryal
Finanee Manager Chief Executive Officer

Place: Kathmandu, Nepal

pate: 0409 . 209
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Mr. Ritesh Pradhan
Diirector
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Proprietor

M. Verma & Associates
Chartered Accountants
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Balephi Hydropower Ltd.
Statement of Changes in Equity

For the year ended 16th July 2025 (Ashad 32, 2082)

Amount it NPR

Particalars

Equity Share
Capital

Share Premipm

Revaluation
Reserve

Retained Earnings

Total

|Opening As at Shrawan 1. 2080

Al start of year

Revaluation of Land & Building

Deferred Tax Kesorves

Prowision for Gratuity

Provigion for Leave Encashment

Deferred Tax Reserves on Revaluation Reserve
NFRS Remeasurement Adjustments

Restated Opening As at
Shrawan 1, 2080

Profit for the year

Earlier Years' Taxes

{Other comprehensive income

Revaluation of Land and Building through OC1
Dieferred Tax Reserves

Transfer to retained - eanings

Total comprehensive income for the year
Transactinns with owrers:

Dividend déclared (Proposed Last Year)
lssue of Share Capital

Final Dividend Paid - Ordinary Shares
Interim Dividend Paid = Ordinary Shares
Ealance asat Ashad 31, 2081

For the Year 20681-82

At start of year

Profit for the year

Other comprehensive income

Deferred Tax Reserves

Transfer to retained  eamings

[Total comprehensive income for the year
Transactions with owners:
Ordinary Shares Dividend - Final
Crrdinary Shares Dividend - Interim

Issue of Share Capital

LELT9,70,000.00

(4344,56,048,95)

1,39,35,13,051.05

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

1.39.35,13.051.05
($4,60,17,758.57)

{88,20,74,707.52)] __ 94,54,95,292.18 |

Change in fair value of financial assets through OC]

152,79, 70,000.00

34,82.51,627.92

88,24,74,707.52)
{43,45,12416.05)

4,54,95, 29248
(43,45, (2 416:05)

217.62,21,627.92

Balance as at Ashad 32, 2062

3.65,59,40, 000,00

34,82.51,627.92

[1,31,69,77,123.57)

2.68,7214,504.35

I'he accompanying notes are an integral part of the financial statements,

For and on Behalf of Board

Firumor Munager Chief Executioe Chfficer

Place: Kathmandu, Nepal
bate: 0%+ 0F. o8 L.
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Balephi Hydropower Ltd.

Statement of Other Comprehensive Income
For the year ended 16th July 2025 (Ashad 32, 2082)

Amount in NPR

Particulars

Mote

For the year ended
Ashad 32, 2082

Far the year ended
Ashad 31, 2041

Prufit for the year

{43,45,02.416.05)

(44,80,17.7508.57)

|Other comprehensive income

Items that will not be reclassified to profit or loss

Revaluation of Land and Building : 5
Met fair value (Losses)Gains on financial aseets
Duoted Promoter Shares. i =
Cuoted Ordinary Shares = g

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 Lax = -
Total comprehensive income for the Year

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

Fur and on Behalf of Board

D W

Mir. Bidur Puri Mir.

Mr. Keshav Neupane  Mr. Sabash Aryal
Fimerce Marager Chief Executive Officer Chairtmn Director Praprictor
M. Verma-& Associates
Place: Kathmandu, Mepal Chartered Accountants

owe 0. 09, %82
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

CGeneral 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 i at Durbar
Marg, 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 transterred 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 19 Dec 2025 .

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

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 appropriate.

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 Habilities, 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.

Az
Changes in Accounting Policies

The company has changed its accounting policies, wherever required, to ensure compliance with NFRS, The ejﬁc&%
change in accounting policy at the date of transition has been gi i earnings (and I‘WH: it "::;-.I
cable). A
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082
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 appropriate, a shorter period to the net carrying amount
of the financial asset or financial liability, When calculating 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 instruments), 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 2081-82. Accordingly, the Company has opted the carve out.

NEFRS 9 'Financial instruments’-lmpairment

NFRS 2 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 9is 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 2081-82. Accordingly, the Company has opted the carve out,

New Standards in issue but niot yet effective

For the reporting of financial instruments, NAS 32 Financial instruments, Presentation, NAS 39 Financial instrumenits
Recognition and Measurements and NFRS 7 Finaneial instruments - Disclosures have been applied. NRFS 1 has boeen
“ulplied for the classification of Financial instruments. A number of new standards and amendments to the existing
standards and interpretations have been issued by 1ASB after the pronouncements of NFRS with varying effective
dates. Those become applicable when ASE 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.
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Balephi Hydropower Ltd,
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

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 financia] Position:

- Financial assets other than measured at amortized cost are measured at fair valyg,

- invenitories are measured atcost or net realizable value, whichever is lower { wherever applicahla)

Présentation - Current versus Non-Current Classification
The Company presents assets and linbilities in statement ‘of financial position based op current, non-current
classification, Based on the nature of products and the time between acquisition of assets for processing anid their

realization in cash and cash equivalents, the Company has ascertained it operating cycle as 12 months for the purpose
of current/ non-cuirreng classification of asspts and liabilitips,

The Company classifips an asset as current when it &

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

= Expected to be realized within twelve months aftar the reporting peried; or

All other assets ars classified as NON-currens,

The Company classifies 2 liability as current when:

- It is expected 1o be settled in normal eperating cycle,
-Ithhel‘dprimmﬂy for the purpose of trading,,

- Itis due to be settled within twelve months after the reporting period, ar

-There is ng unconditional right to defer the settlement of the liability for at least twelve months after the reporting
period.

The Company ¢lassifias all other Habilities as nen-current,
Deferred tax aussis 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 Standarda requires the use of
certain critical docounting 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 cantinuously evaluated based on historical experience and other _
including expectations of fuuture events that are belisved to be reasonable under the circumstances. In the future, actual
result may differ from these estimates and assumiptions, The estimales 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 Tecognised for taxable temporary difference to the extent that it is probable that taxabje profit will
be available against which the losses can be utilized. Significant 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 futyre taxable profits
together with futire 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 markey
changes or circumstances arising beyond the control of the Company. Such changes are reflected in the assumptions
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Provision for depreciation and amortisation

Depreciation and amortisation is calculated over the estimated usefyl 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 disposal. 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 jssued capital and all other equity reserves
attributable to the equity holders of the company. The primary objective of the company’s capital management is 1o
maximize the shareholder valus. The Company manages its capital structure and makes adjustments in light of

in economic conditions 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-finaneial assets are subject to impairment tests wherever events or changes in cireumstances indicate that their
canying amount may not be recoverable. Where the carrying value of an asset exceeds its recoverable amount (Le. the
higher of value in use and fair value less costs to sell), the asset is written down accordingly, The recoverable amount i
determined for an individual asset, unjess 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 assessmient is also done for whether there is any indication that an impairment loss recognized for an asset in prior
accounting periods may no lenger exist or may have been decredsed, [f any such indication exists the asset's recoverable
amount is estimated. The carrying amount of the fixed asset is increased ta the revised estimate of its recoverable amount
such that the incregsed 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,

Foreign Currency Transactions
Transactions entered into by the Company in a currency other than Nepali Rupees (the currenicy of primary economic
environment in which it operates) are recorded at the rates ruling when the transactions gectr differences

Unsettled foreign currency monelary 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
ot loss statement,

Service Concession J'anse_mml‘a

IFRIC (International Firancial Reporting Interpretation Committes} 12 gives guidance an the accounting by operators for
public-to-private service concession arrangements. This interpretation sets out general principles on Tecognizing and
measuring obligations and related rights in service concession srrangements. The company has considered about the
applicabiity of IFRIC 12 Service Coneession Arrangement, issued by International Accounting Standard Board ({LASB) for
preparation and presentation of financial statements,

A feature of these service artangements 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 vperator to provide the services to the pulblic
on behalf of the public sector entity. Other common features are:

= 'T"\:,_u
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(@) the party that grants the service arrangement (the grantar) is a public sector entity, including a governmental body,
ara 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 a2 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 nio incremental consideration, irrespective of which party initally financed.

IFRIC 12-Service Concession Arrangements applies fo

(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;

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

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

relevant contract law.,

Financial asset model:
Financial asset model: The Financial asset 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

(2} 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 Finanetal aseet 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

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 jts 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 ig
derecognised on disposal or when no future economic benefits are expected from its future use or when the contractual
rights to the financial assot 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.BS,
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38 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 consfderation,

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 distinet or represent substantially all of the capacity of a physically distinct asset, [f the supplier has a
substantive substitution right, then the asset is not identified;

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 cantains a lease companent, 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 loase liability at the lease commencement date. The right-of-use asset
Is initially measured at cost, which comprises the initial amount of the Jease liability adjusted for any Jease 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

losses (unless such right of use assefs 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, & recognised in the Statement of profit and loss,

The lease lability is initially measured at the present value of the lease payments that ae 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 rai

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;




3.9

Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

whether it will exercise a purchase, extension or termination option. When the laage liability is remeasured in this way, a
corresponding adjustmient is made to the Larying 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

INCreases,

The Company as a lessor

When the Company acts a5 a lessor. it determines at lease inception whether each lease is a finance Iease 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. I 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,

term as part of ‘other income’,

The Company recogmizes lesse Fayments received under operating leases a5 incame on a straight-line basis over the loase
term unless the payments are structured to increase in line with the expected general inflation to compensate the lessar's
expected Inflationary cost increases. [n case of a finance lease, finance income is recognised over the lease term baged ona
pattern reflecting a constant periodic rate of return on the lessor's net investment in the lease.

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 benefite will flow to the Company and the
revenue can be reliably measured, regardless of when the Fayment 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
faxes 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 critéria have been met for each of the commpany’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,

{b) Other Income
= Dther Miscellanoaiis Incom
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310 Property, Plani & Equipments;
A} Recognition and Measurement

B)

D)

L

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 itern 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 assels toa 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. MNeither 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 accumnulated depreciation and any accumulated impairment losses,

Purchased software that is Integral to the functionality of the related equipment is capitalized s 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
trom disposal and the carrying amount of the item) i5 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 Aecounting 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 IT Equipments 3 Years
Office Equipment 5 Years
Vehicles B Yoars

The residual values, useful lives and methods of depresiation of property, plant and equipment are reviewed at sach
financial year end and adjusted prospectively, if appropriate

De-Recognition
An item 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 Bain 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 recogriised in the statement
of Profit and Loss,

Assets used at the Corporate office

the project and all the expe
construction of the assets are ghpiaf]

AINEE revenue nature) which are directly attributable to
s fible assets under Service Concession 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 warking 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 any,

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

Amartization methods, useful lives and residual values are reviewed at each Teporting date and adjusted if appropriate,

The estimated useful lives of Intangible assets for the current year is as follows:

Particulars Useful Life
Service Concession Arrangement 27.05

Intangible Assets Under Construction

Such amount has been capitalised as Intangible assets as per IFRCT 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 licerise périod i.e. 287 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 i
amount only when it is probable that futyre economic benefits assoclated 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
Fimancial Asset is any asset that is;
a) Cash
b}  an equity instrument of another entity
€} acontractual right:
1} to receive cash or other financial asset from another entity, or
ii) to exchange financial assets or financial liabilities with anather equity under conditions that are potentially
favourable to the entity, or
d) acontract 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 s variable number of the entity's own equity
instruments, or
it} a derivative that will or may be settled other than by the exchange of & 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
The financial assets are meas

ized cost or fair value on the basis of the Company’s busi
4l cash flow characteristics of the financial assets.
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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 onspecified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding,

ii} Financlal asset measured at fair value
Findricial 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, transacton cost is directly attributable
to the acquisition are recognized in profit or loss as incurred. Such assets are subsequently measired 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 {FYTOCT)
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 ather
comprehensive income;

C) 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 o it 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 enst is
subsequently measured at amortized cost using effective interest rate method,

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

D)  Derecognition

Any interest in such transferred financial asseis that qualify for derecognition that is created or retained by the Company
Is recognized as a separate asset or lisbility. On detecognition of a financial assed, 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 assurned) and (i} any comulative gai
loss that had been recognized in other comprehensive income is recognized in profit or loss, n -

In transactions in which thied
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E} 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 menasurement date. The fair value of a liability reflects its non-perfarmance
risk,

regularly occurring market transactions on an arm's length basis. If a market for a financial instrument is not active, the
Company establishes fair valie 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 - Le; 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 jts 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.

F) Impairment
At each reporting date the Company assesses whethér there is any indication that an asset may have been Impaired. If
such indication exists, the recoverable amount is determined. A financial asset or 2 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
£vents occurring after the initial recognition of the asset (# 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 impalred are then collectively asspssed
far any impairment that has been incurred bist nat 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 charactoristics. 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 probability of
default, the timing of recoveries and the amount of loss incurred, adjusted for management’s judgment as to whether

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

Current tax
Current tax is the expected tax
or substantively enacted at the re

The company is enjoying tax
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Deferred Income Tax

Deferred tax is provided using the balance sheet Hability methiod, providing for temporary differences between the
carrying amounts of assets and labilities 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 Habilities and assets are
reviewed at the end of each reporting peried;

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 caleulation 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,

315 [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 aléo considered for
determining the net realizable values,

316 Borrowing cost

Borrowing cost that are directly attributable to the acquisition, comstruction, or production of a qualifying asset are
capitalized as a part of the cost of such asset till such time the ssset 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 barrowing cost are recognized as expense in the period in which they are incurred,

317 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:

318 Non-current Assets Held for Sale

Mon-current asséts or disposal groups dre classified as held for sale if their carrying amounts will be tecoversd
principally through a sale transaction rather than through continuing use. Such assets or disposal groups are classified
only when both the conditions are satisfied -

. 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 sile, 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 sepatalely from the other assets in the balance sheet, The labilitics 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 amertized once

those classified as held for sale; q
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319 Employee benefits

3.20

Employee benefits include salaries, Wages, compensated absences and other benefits.
Short-term employee benefits

period In which the employees render the related service are recognised in respect.of employees’ services uip to the end
of the reporting period and are measured at the amounts expected to be paid when the liabilities are settled. The
liabilities are presented as current employee benefit obligations in the Statement of Finaneial Position,

Financial Instruments : Financial Liabilities
Financial Liability is any liability that is:
a) & contractual cbligation:
i) to deliver cash or other financial asset to another entity, or
ii) to exchange financial assets or financial liabilities with another equity under condifions that are Potentially
unfavourable ta the enlity, 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:

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 inacquiring them,

The Company classifies its financial liabilities, other than financial guarantees and loan commitments; 35 follows:

i} Financial Liabilities at Fair Value through Profit or Loss (FVTPL)
Financial liabilitics are classified as fair value through profit or loss if they are held for trading or are designated at
fair value through profit or loss. Upon initial recognition, transaction costs are directly attributable to the acquisition
are recognized in Statement of Profit or Loss as incurred, Subsequent changes in fair value is recognized at profit or
loss;

ii) Financial Liabilities measured at amortized cost
All financial liabilities ather than measured at fair value though profit or loss are classified as subsequently
measured at amortized cost using effective interest rate miethod,

Measurement

i} Initial Measuremeny
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 coits that are directly attributable to its acquisition or issue. Transaction cost in
relation to financial assets and liabilities at fair value through prefit or loss are recognized in Seatement 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 o liability classified as measured at amortized cost is
subsequently measured at amortized cost usitig effective interest rate miethod,

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 Fecognition minus principal tepayments, plus or minus the cumulative amortization
using the effective interest methad af any difference between that initial a
minus any reduction for impatrment or uncollectibility,




an

b B

323

Balephi Hydropower Ltd,

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

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 s 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

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 sharcholders and the weighted average
number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.
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Balephi Hydropower Ltd,

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32,2082

Intangible Asscts

The changes in the carrying value of Intangible Assets for the year ended Ashad 32, 2082, Ashad 31, 2081 and Ashad 31
2080 are as follows:

Accountin Service Concession
s Snt‘hva:eg Arrangement

Cast:
As on Ashad end 2080 B,67,96,64,326.38
Addition during the Year
Acquisition = 62.65.584.91
Capitalization - -
Disposal During the Year < -
Adjustment/ Revaluation - -
Balance as on Ashad end 2081 - 8,68,59,29,911.29
Addition during the Year
Acquisition 16,950.00 4,19.37,123.73
Capitalization - -
Disposal During the Year - -
Adjustment/Revaluation - -
Balance as on Ashad end 2082 16,950.00 8,72,78,67,035.02

Amortisation and impairment losses

As on Ashad end 2080 - 19,55,51,387.1
Amartization charge for the Year 30,26,24,740.36
Impairment for the Year £ 2
Disposals - =
Adjustment
Balance as on Ashad end 2081 - 49.81,76,127 57
Amortization charge for the Year 108.36 30,36,10,949 95
Impairment for the Year - -
Disposals - -
Adjustment - .
Balance as on Ashad end 2082 108.36 80,17 87,077.53
Net Book Value

As on Ashad end 2080 - 8,48,41,12.939.17
Balanice as on Ashad end 2081 - 8,18,77,53,783.72
Balance as on Ashad end 2082 16,841.64 7,92,60,79,957.49

The Company has obtained the generation license for aperation from the Department of Electricity Development (Ministry of
Energy)and remains valid il 2108.04.11 After the end of the period, company will have to transfer the entire Leneration unit fo
Government of Nepal under BOOT pravisics.

i éﬂ imand
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082
5.1 Intengible Assets Under Development

2081 are as follows:

Particulars
Balance as at Ashad end 2081
Addition during the Year

The changes in the carrying value of capital work-in-progress for the year ended Ashad 32, 2082 and Ashad 31,
Interest Capitalization

Amoynt in NPR
Intangible Agsets
under Construction ot
36,84,43,575.61 36,84.43,575.61
60,44,315.06 60,44,315.06
Transfer to property, plant and equipment :
Foreign currency translation difference - -
Balance as at Ashad end 2082 37,44,87 890,67 37,44 87 8%0.67
..--':7
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Balephi Hydropower Ltd,
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

6 Other Non-Current financial assets

Amount in NPR
i Asat As at
Partiontise Ashad 32, 2082 Ashad 31, 2081
Security Deposits:
Total i =
7 Inventories
(As taken, valued and certified by the management.) Amount in NPR
As at As at
i Ashad 32,2082 | Ashad 31,2081

Etnre,Spums and Consumables =

Total Inventories =

8 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
5 As at As at
EAIchisis Ashad 32,2082 | Ashad 31,2081
Trade Receivable 17,76,59,628.28 14,73,75,518.75
Total 17,76,59,628.28 14,73,75,518.75
Cash and Cash Equivalents
Amount in NPR
Asat Asat
ractiming Ashad 32,2082 | Ashad 31,2081
Cash In Hand (as certified) 7.10,174.66 1,94,78539
Balances with Ba nks - Current Acounts:
Everest Bank Limited 10,002.16 10,000.00
Nepal Bank Led, 43,504.00 43,504.00
Global IME Bank Ltd. 4,59.379.70 1,05,775.86
Sanima Bank Lid. 2.29.700.08 -
Nepal Investment Mega Bank Limited 3,254.73 -
Prime Commercial Bank Ltd 7,06,705.36 -
Rastriya Banijya Bank Ltd, 1,40.867.55 3,000.00
23,03,617 83 3,57,065.25
Less: Cheuges Issued But Not Cleared . -
dlances with Banks - Call Acounts:
Total 23,03,617.83 3,57,065.25

_-L-_.' i
T
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

10 Other Financial Assets

Amount in NPR
y As at As at

Fartrulans Ashad 32,2082 | Ashad 31, 2081
Other Advances & Deposit
Upper Balephi Hydropower Ltd. 45,66,970.50 45,66,970.50
Margin Deposits
L/C Margin 36,15,849.25 36,15,849.25
Bank Guarantee Matgin - 30,000.00
Tax Assets
TDS Assets 5233998
Other Deposits
Deposit 3,24,000.00 :
Total 85,59,159.73 82,12,819.75

The fair values of all the above financial assets a
bearing and are expected to be settled in the no

pproximates to their carrying amounts. These advances are non-interest

rmal course of operations.

11 Other Current Assets Amount in NPR
As at Asat
P Ashad 32,2082 | Ashad 31,2081
Advance to Contractors/ Vendors 9.54,47,180.68 8,46,90,712.57
Advance for Land 3,08,06,250.00 3,43,59.525.00
Pre-Paid Expenses 1,29,32,647.73 1,30,98,741.96
Other Advances 2.05,000.00 8446475 67
Staff Advance 25,98, 786.09 11,33,369.87
Total 14,19,89,864.50 14,17.28,825.07
The management is assured that all the debtors and advances are good and recoverable in time.
12 Current Tax Assets/Liabilities (Net)
Amount in NFR
As at Ag at
Futaloy Ashad 32,2082 | Ashad 31, 2081

Opening Balance

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

Add: Advance tax & TDS (Current Year)
Less: Adjustment made during the year

Current Tax Assets / (Liabilities)
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

Borrowings {Non Current)
Nan Current Borrowings are interest bearing financial liabilities consisting of Bank Borrowings. For these financial liabilities
interest charged by the bank approximates effective interst 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 comsidered not material
and the carrying value is considered approximate amortized cost,

Amount in NPR

As at As at
Farticulars Ashad 32, 2082 Ashad 31, 2081
Secured Loans from Banks:
Term Loans
Everest Bank Limited - 1,4%, 10,80, 500,00
Global IME Bank Limited - 2.82.67.16,750.96
Rastriya Banijya Bank Limited = 69.83,99.500.00
Sanima Bank Limted 1,41.66,83.500,01 1.67.37,08,000.01
Prime Commercial Bank Ltd 4,18,52,90,000.00 -
Bridge Gap Loans®
Less: Current maturities (Refer Note No 15) - {402, 00,000.00)
Total 5.60,19,73,500.00 | 6,64,97,04,750.97

" Bridge Gap Loans are dishursed for the temporary financing of the Bills, that are pending for verification by the appointed financial
consultant. Such loans and interest accrued thereon are to be settled by way of disbursing the Term loan facility.

Fixed Term Loan Facility has been sanctioned and disbursed by the consortium of Banks Jed by Prime Commercial Bank Ltd
with Sanima Bank Ltd. acting as co-lead Bank,

{b) Repayment Schedule:

The Company partially seftled its consortium loan upon receipt of proceeds from the Rights Share issue. Following this
settlement, no loan repayments are due until Ashwin 2084, as per the existing repayment schedule agreed with the banks.
However, the Company has been voluntarily making loan repayments from its internal cash savings, despite having no
repayment obligation up to Ashwin 2084, Thereafter, repayments will be made through fixed/ballooning quarter]y
installments extending up to Ashad 2095,

(c) Security;

L

IL,
118

v,
- Assignement of Project Guarantees of the company,

- Joint and personal guarantee of the promoters viz. Mr. Umesh Kasaju, Mr. Shakii Kumar Golyan, Mr. Sandeep Kumir
Sharada, Mr. Sushil Gupta, Mr. Sulav Agrawal and Mrs. Prabha Goenka for the loan amount till 50% of the Term loan is

14

First charge by a way of registered mortgage/ pledge/hypothecation over the entire present and future fixod assets created
with or without financing owned by the company on pari passu basis in favour of the consortium of the Banks,

First charge over eéntire current assets 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.

Assignement of Power Purchase Agreement (PPA) signed between NEA and the company for Supply and Delivery of the
Energy(electricity) produced by the company from its 36MW Upper Balephi ‘A’ project.

Assignement of Power Generation License of the company,

repaid.
- Pledge of total 25,00,000 units of shares owned by guarantors.,
Other Financial Liabilities
Asat Asat
gy Ashad 32, 2082 Ashad 31, 2081, |-
Retention Money Payable - P e
Total oo -

t
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

15 Deferred Income Tax

Amount in NFR
Particulars st i

Ashad 32, 2082 Ashad 31, 2081
Deferred Tax Asset = &
Deferred Tax Liability 18,41,18,214 55 10,63,60,718.57
Net Deferred Tax Asset / (Liability) (18,41,18,214.55)|  (10,63,60,718.57)
Net Changes (7,77,57,495.98) (2,17,59,446.06)
Deferred Tax charged in OCT - -
Deferred Tax charged in SPL (7.77,57,495.98)]  (2,17,59,446.06)
Deferred Tax charged directly in Equily due to change in estiamte of
the life of asset i i
Deferred tax Assets:
Recognized in profit or loss
Recognized in OC| =
Recognized in Equity -
Deferred tax Assets at the end of year - -
Deferred tax liability:
Recognized through profit or loss 18,41,18,214.55 10,63,60,718.57
Recognized through OCI - -
Deferred tax liability at the end of year 18,41,18,214.55 10,63,60,718.57

%
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

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 caleulation of amortized
cost of liability and the finance cost. The efiect 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
As at As at
Risticulies Ashad 32,2082 | Ashad 31, 2081

Secured Loans from Banks
Bank Overdraft B Sy b L 9.98,60.537.00
Add: Current maturities of Non-Current Borrowings (Refer Note No 13) - 4,02,00,000.00
Total 9,27,11,711.55 14,00,69,537.00
Trade payables

Trade payables are amount payable to creditors for goods and services and are non interest

payables are normally settled on credit period of 30 to 90 days,

bearing, These trade

Particulars o S
Ashad 32,2082 | Ashad 31, 2081
Sundr:( Payables 1,84,20,187.13 1,27 42,0129
Total 1,84.20,187.13 127420129
Other Financial Liabilities
As at As at
i ulig Ashad 32,2082 | Ashad 31,2081
Audit Fee Payable 5,57,500.00 5,57,500.00
Construction Payable 5,44,98,304.37 5,11,08,690.15
Transmission Line Payable - 1.39,070.00
Advanee from Directors - 30.64.46,860 39
Interest payable - 24,74 86,402 43
Salaries Payable 12,79,819.47 80,94,066.36
Ctther Payables - 1,84,89.400.00
Total 5,63,35,623.84 63,23,16,989.33

Unsecured loan from directors has been taken to address the need of fund to manage cost escalation.




Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements

For the year ended Ashad 32, 2082
19 Other Carrent Liabilities
- As at As at
Eatthcaian Ashad 32, 2082 Ashad 31, 2081
Statutory Dues:
TDS/Withholding taxes
- TDS/ Withholding taxes 28,10,159.39 37.51.851.85
- VAT Payable 88,484.50 -
Total 28,98 643,89 37,51,851.85
20 Provisions
As at As at
Particulars Ashad 32,2082 | Ashad 31,2081
Provision for CSR
Closing Balance " =
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Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

Share Capital

The Company classifies capital instruments as financial liabilities or equity instruments in accordance with
the substance of the contractual terms of the instrumens. 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

Particul Asg at As at
i Ashad 32, 2082 Ashad 31, 2081

Authorised Capital
3,66,00,000 Equity Shares of Rs 100. Each 3,66,00:00,000.00 3,66,00,00,000.00

3,66,00,00,000.00 3,66,00,00,000,00
Issued Capital
3,65,59.400 Equity Shares of Rs 100, Each 3.65,59.40.000.00 3,65.59,40,000.00

3,65,59,40,000,00 3,65,59.40,000.00
Subscribed and fully Paid-up
3.65,59,400 Equity Shares of Rs. 100/ - each 3,65,59,40,000.00 1,82,79.70,000.00
1,82,79,700 Equity Shares of Rs. 100/- each
Total 3,65,59,40,000.00 1.82,79,70,000.00
Reconciliation of the number of ordinary shares outstanding at the beginning and end of the year:

As at Ashad 32, 2082 As al Ashad 31, 2081
Particulars No of No of
Shares Amat Shares Fa
Balance as at the beginning of the year 1.8279,700 | 1,82.79.70,000 | 1,82,79,700 1.82,79.70,000
Issued During the Year 1,82,79,700 | 1,82,79,70,000
Balance as at the end of the year 3,65.59,400 | 3,65,59,40,000 1,82,79,700 | 1,82,79,70.000
Shareholding pattern of the company
As at Ashad 32, 2082 As at Ashad 31, 2081
Particulars No of No of
B Amount Shares Amount

Promioters LA4623,760 | 1462376000
General Public* 3,65,59.400 | 3.65,59.40,000 17,54 851 17,54,85,100
Project effected Local 18,27,970 | 18,27,97,000
Employees of the Company - - 73,119 73,11,900
Balance as at the end of the year 3,65,59,400 3,65,5940,000 | 1,82,79.700 1,82,79,70,000

Rights, preferences and restrictions attached to shares Equity shares
The Company has a single class of equity shares with a par value of Rs, 100 per share, each carrying one vote
per share. Dividends on equity shares are recognized only upon approval by the shareholders at the Annual
General Meeting; except for interim dividends, which are recognized in the period in which they are
declared by the Board of Directors in accordance with the applicable laws of Nepal. In the event of
liquidation, equity shareholders are entitled to receive the residual assets of the Company, after settlement of
all liabilities and preferential claims, in proportion to their respective shareholdings.

The lock-in period applicable to the Company's equity shares expired on 208112/ 29(B.5.), and accordingly,
all equity shares of Balephi Hydropower Limited are now fully eligible for public trading in the securities
market, .




Balephi Hydropower Ltd.
Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

22 Other Equity

221 Retained Earnings

Particul i i
i Ashad 32, 2082 Ashad 31, 2081

Balance up to Last Year {88,24,74,707.52) (43,44,56,948.95)

Profits for the Year (43.45,02.416.05) {44,80,17,758.57)

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 (1,31,69,77,123.57) (88,24,74,707.52)

Less:

Earlier Years' Tax -

Earlier Years' Gratuity E

Dividend Distribution - -

Sub-Total (A) (1,31,69,77,123.57) (88,24,74,707.52)

22.2 Share Premium
. As at As at

EREEA Ashad 32, 2082 Ashad 31, 2081

Balance up to Last Year

Collection during the year 34.82.51,62792 -

Utilised during the year (3.76,94,481.00)

Sub-Total (B) 34,82,51,627.92 {3.76,94,451.00)

|Grand Total (A+B) (96,87,25,495.65) (92,01,69,188.52)|
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Balephi Hydropower Lid.

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

23 Revenue from Operations
Amount in NPR
5 For the year For the ended
e Ashad 32, ;ui::d; : Ashad 31, 2081
Electricity Sales to NEA 85,24,48.402.23 B9,38,95,835,18
Short Supply Charges (2,33,82,193.40) (4,99,66,611.06)
Total 82,90,66,208.83 B4,39,29.22412
24 Generation & Distribution Expenses: Amourit in NPR
For the ended | Forthe ended
Pasticulaty Mhﬁdy;\;:-ﬂﬂaz maﬁm
Salaries and other emplovee cost 32,24,506.38 98.05,422.79
Operation and Maintenance Charges 5,07,20,654.65 6,01,93,512.00
Power plant maintenance expenses 16,50,48,747.95 5,39,40,021.32
Fuel expenses 21,43.471.58 4,23,747.15
Electricity Expenses 62,25,800.70 14,32,780.03
Security Expenses 53,25,690.00 49,82 401 .65
Royalty 25214,043.18 1,68,69,820.26
Social / Environment Related Expenses 42,15,749.00 37,81,908.00
Consumable Expenses 31,62,134.85 42,17,835.32
Freight Expenses 3,7818590 10,66,440.44
Transmission Line Related expenses 8,00,000.00 4,32.000.00
Depreciation and Amortization Expense 30,36,10,949,96 30,26,24,740.36
Tatal 57,00,69,934.15 45,97,70,629.32
25 Other Income
Amount in NPR
Particulars For the year ended | For the year ended
Ashad 32, 2082 Ashad 31, 2081
|Other Income 13,96,433.79 8.86,130.66
Total 13,96,433.79 8,86,130.66
2 Other Non Operating Expenses
Amount in NPR
. For the year ended | For the year ended
ATRT . Ashad 3, 2002 Ashad 31, 2081
RCOD Late Fine Charge = -
Sundry Debtors Written Off - .
Total =

L
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Balephi Hydropower Ltd,

Significant Accounting Policies and Notes

to Financial Statements

For the year ended Ashad 32, 2082

27 Administrative & Other Expenses

Amount in NPR
For the year ended | For the ended
o Ashad 32, 2082 mmy;::‘m
Advertisement Expenses 7,689,752 00 1.80,535.00
Aundit Fea Expenses 5,65,000.00 5,65,000.00
Communication and Internet Expenses 2.23.239.50 3,14,513.98
Meetingz Related Expenses 95,940 89 -
Bank charges 1,44,86947 40,341.04
Fine & Penalty 12,20,295.45 -
Legal and Professional Expenses 14,01,450.99 13,16,945.09
Prlnl-jng and Stationery Expenses 3,535,559 49 31'5%'531.
Repair & Maintenance - Block C 22.07.230.03 10,29,041.26
Insurance Prémium Expenses(COD) 253,88 796,53 2.5745,013.44
Discount E 40,81,'?.':_‘3.22
Office Rent 11,10,250.00 11,69,000.00
Parking Charges 1,15,165.00 B2,495.00
Staff Welfare Expenses 13,96,409.97 12,35,094.73
Staff Salary 66,31,031.05 69,14,482 64
Misc Fxpenses 2,68,002.09 8,355.26
Depreciation and Amortization Expense 29.66,877.91 22.02,381.58
Donation 1,00,000,00 5,000.00
Compensation 32,23,275.00 -
Registration and Renewable Charges 6,41,010.00 26,81,919.50
Travelling Expenses 3,09.770,00 2,69.529. 50
Power and Fuel 512,148.00 *
Issue Management Expenses 62,37,112.76 -
Vehicle Rent B 1,50.240.00
Total 5,78,83.226.13 4,83,44 076.01
28 Depreciation and Amortization Expense
Amount in NFR
For the year ended | For the year ended
i A.uhad}.az, 2082 Askiait 2t 2008
Depreciation and Amortization - Tangible Assets 29.66,769.55 220238158
Depreciation and Amortization - Intangible Asgets 30,36,11,058.32 30,26,24,740.36
30.65,77 82787 30,48,27,121.94

Less: Trarisferred to Cost of Sales 30,36,10,949 95 30,26,24,740 36
Less: Transferred to Administrative & Other Expenses 29.66,877 .51 22,02,381.58
Less: Transforred to CWIP =
Total 5 2

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 rate which is assumed to be bank interest rate.

Amount in NPR

=

. For the year ended | For the ended
ainko Ashnd $1, 2002 Adtiad 3. 7081
Interest on Long term loan 53,15,78,87251 74,58,05,623.74
Interest on Short term loan 89,39,700.25 1,06,59.910.88
Loan Processing Fees 2478014471 B4 93T T

P 36,52,98,717.47 ?ﬁ@m 6]
Less: Interest Capitalised x G (60,44,315.06) 7 B
}m; 7= ] 55,92,54,402.41 76.29,58961:96:
Interest during the construction (IDC) s feert, Iy Capit the project cost. \2\

* .Pf\"‘ W \“,_ -
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32,2082

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, using tax rates enacted op
substantively enacted al the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred Tax

Amount in NPR

For the year ended | For the year ended
gt Ashad 32,2082 | Ashad 31,2081

Current tax expense
Provision for income tax - -
Previous year's tax - .

Total Current Tax Expense - .
Deferred Tax

Crigination and reversal of temporary differences 7.77,57,495 08 2,17,59,446.08
Recognition of previously unrecognized deferred tax assets @ L
Total Deferred Tax Expense / (Income) 777,57 495,98 2,17,59 446.06
Total Tax Expense for the Year 7.77,57.495.95 2,17.59,446.06
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements

For the year ended Ashad 32, 2082

Reconciliation of tax expense and the accounting profit multiplied by Company’s tax rate for 2081-82 and 2081-81:

Amount in NPR

K For the year ended | For the year ended
Fag s el o 31, 2081
Profit before income tax (35,67,44,920.07) {42,62,58,312.51)
Effects on income tax of:

Income not subject to income tax - -
Expenses (deductible)/ Not deductible for tax purposes (37,27,90,191.15) (26,91,79,977.71)
Prior year under/ (over) provision - -
Net effect (37,27,90,191.15) (26,91,79,977.71)
Taxable Income (72,95,35,111.22) (69,54,38,290.22)
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 (37,57,38,621.96) (27,40,45,991.71)
(Allowed)/ Disallowed Other Expenses 29.48,430.81 48,70,014.00
Disallowed finance cost - -
Disallowed Repairs and maintenance Expenses - -
Total (37,27,90,191.15)]  (26,91,79,977.71)
Prior year underf{over) provision
Prior Period Expenses -
Total - -
Tax -
Tax on Taxable income For the year ended Ashad 32, 2082 For the year ended Ashad 31, 2081
Taxable Income Tax Ampunt Taxable Income Tax Amount
Hydropower Income (72,95,35,111.22) : (69,54,38,290,22) -’
Total Income {72,95,35,111.22) - (69,54,38,290.22) -




Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

21 Related Party Disclosure

1) List of related partles where cuntrol exists and also other selated parties with whom transactions have taken place and
relationships:

‘S, No, Name of Related Parties MNature of Relationship

{a) Key Management Personne] (KME):

Mr, Bidur Puri Chalrman

Mr. Subash Aryal CEQ

Mrs. Ashmita Adhikari Company Secrefary
(b}  Board of Directors:

M. Bidur Purl Chairman

Wr, Hitesh Fradhan Director

M. Jyot Gaihre Director

Mr. Pravin Rai Director

Mr. Dinesh Dangol Director

Mr. Prakash Kafle Independent Director

Mr, Sushant Pradhanang Public Drirector

ik} Other Related Parties:

Sulav Agarwal Substantial Shareholder
Sushil Gupta Substantial Shareholder
Shakti Kumar Gaolyan Substantial Shareholder
Sandeep Kumar Sharda Substantial Sharcholder
Relddihi Siddhi Cement Lid. Sybigtantial Shareholder has substantial sharcholding
Mizu Construction Pyt Lid. Sybstantial Shareholder has substantial sharcholding
Litmus Industries Ltd Substantial Shareholder has substantial shareholding
1L The following transactions were carried out with the related parties in the ordinary course of business:
Name of Related Partics Relationship 08182 2060-81
{a} Salary & Allwoances for
Key Managerial Personnel 2,790,060 424,109
{b) Loans & Advances
Upper Balephi Hydropower Lid, 4,564,971 4,566,971
{¢} Purchase of construction Materlals/ Fixed assets
Rddihi Siddhi Cement Lid 4,924,610 -
Mizn Construction Pyt Lid. TA29 180 4,110,000
Litmus Industries Ltd. 324,513 2

ML Cutstanding Balances

As at As at
Name of Relabed Parties Had i .
Payal

Raddihi Siddhi Coment Lid: (4,900,390) =
Mz Construction Pvt. Lid - 2m5T

Terms and Conditions of Trandactions with related parties
Cutstanding Balances at the year end are unsecured and settlement occurs in cash. There have been no guarantes provided
or received for any related party receivables or payables. This assessment & undertaken each financial year through
examining the fmancial posifion of the related party and the market in which the related party operates.
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Significant Accounting Policies and Notes to Financial Statements
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Declared and Proposed Dividends
Dividends payable to the Company's shareholders are charged
Proposed dividends are disclosed in notes separately until declared.

Declared and Approved during the year

to equity in the period in which they are declared.

Anoant in NPR

Particulars

Amount

Dividend on Ordinary Shares for the FY : 2079-80; Nil
Dividend on Ordinary Shares for the FY : 2080-81: Nil

322

Total Dividend Declared

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

Particulars

As at
Ashad 32, 2082

Bividend on Ordinary Shares for the FY : 2081-82: Nil

Total Dividend Proposed

331

Leases
Company as lessee :
Disclosures for operating leases other than leases covered in NFRS 16

The Company has entered into cancellable operating leases for leasing of office space. The tenure of lease is generally one

332

to two years.

i For the year ended | For the year ended
Baigininss Ashad 32, 2082 Ashad 31, 2081
Lease expense recopnised in the statement of profit and loss for the year 11,10,250.00 11,69,000.00

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 follows :

) For the year ended | For the year ended
Citesiia Ashad 32, 2082 Ashad 31, 2081
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
Earnings Per Share

Amounit in NPR

For the ended | For the year ended
FREE Amm 2082 J\sha: 31, 2081
I. Net profit attributable to Shareholders for Basic earnings (43,45,02,416.05) (#4,80,17,758.57)
11, Net profit attributable to Shareholders for diluted earnings - -
L. Weightéd average number of Ordinary Shares for basic EPS 2,72,63,867 00 1,82,79.700.00
Effects of dilution:
IV. Preference Shares outstanding for conversion -
V. Weighted average number of ordinary shares adjusted for the effect of 2,72,63,867.00 1,82,79,700.00
dilution
Basic earnings per ordinary share {15.94) (24.51)
Diluted earnings per ordinary share {15.94) {24,51)

—
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Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

35 Contingent Liabilities and Commitments

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 staternents but does not record a liability in its accounts unless
the loss becomes probable.

The Company believes that nione 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 NFR

R As at As at
s Ashad 32, 2082 Ashad 31, 2081

{a) Contingent Liabilities

(i) Bank Guarantees towards:
EXIM Code - 3,00,000.00
Uriexpired letter of Credit 3,75,20,000.00 -

(b) Capital Commitments

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 and spend under CSR is as under-

For the year ended | For the year ended
Ashad 32, 2082 Ashad 31, 2081

Gross amount required to be spent by the company during the year - -
Less: Amount spent by the company during the year k =
Short/(Excess) = =

Particulars
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Balephi Hydropower Ltd.

Significant Accounting Policies and Notes to Financial Statements
For the year ended Ashad 32, 2082

Financial risk management objectives and policies

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

The Company is exposed to market risk, 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 muarket prices. Market prices comprise four types of risk: interest rate risk, currency risk, commodity price risk and
other price risk, such as equity 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 exchange rates. The Company’s exposure to the risk of changes in foreign exchange rates relates
primarily to the Company’s operating activities (when revenue or expense is denominated in a different currency from
the Company’s functional currency}.

Commuodity price risk

The Company is affected by the volatility of certain commodities. It'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 supplies from the supplier identified by the group and the
Company has fong term relation with the supplier.

Credit risk

Credit risk is the risk that a counterparty will not meet its obligationis under a financial instrument or customer contract,
Jeading to a financial loss. Credit risk is the risk of financial loss arising from counter-party failure to repay or service
debt according to the contractual terms or obligations. Credit risk encompasses both the direct risk of default and the
risk of detericration of credit worthiness as well as concentration risks,

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

Liguidity risk is the risk that the Company will face in meeting its obligations assoctated with its financial liabilities, A
miaterial and sustained shortfall in the cash flow could undermine the Company's credit mating: impair investor
confidenee and also restrict the Company’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 sufficient liguidity on going basis to meet the operational
needs. The Company monitors its risk toa shortage of funds on regular basis through cash forecast,

The Company maintains a balance between continuity of funding and flexibility through the use of Kafth

bank loans. Access to sources of funding is sufficient, =
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