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S A Saket Acharya & Associates

M\ Chartered Accountants

Independent Auditor’s Report
For FY 2082.83

To the shareholders
Kabeli Hydropower Company Limited
Kathmandu-30, Gyaneshwor, Nepal

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Kabeli Hydropower Company Limited (“Company”),
which comprise the Statement of financial position as at 32 Aasadh, 2083 (16" July 2026), and the
Statement of Profit or Loss and Other Comprehensive Income, Statement of changes in equity and
Statement of cash flows for the year ended on 32" Aasadh, 2083 (16™ July 2026), and Other Explanatory
notes to the financial statements, including a summary of significant accounting policies and notes to the
accounts.

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 (NFRS). To the best of our knowledge & belief and according to the explanations given and
based on our audit, we are of view that the activities carried out are found to be within the objectives of
company. These statements are the responsibility of management of the company. Our responsibility is to
express an opinion on the accompanying statement based on our audit.

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in Nepal, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of the 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, and in forming our opinion thereon and we do not provide separate

) Kathmandu, Nepal
Contact No: +977- 9847910105
Email: casaketacharyae gmail.com
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Other information

. at on

; cial statements and our auditor’s report thereon. Our opinion on
L‘:;gfl\lsaril;rl‘alhs;?;melr:s does not cover the other. information and we do not ef((;))ress any form of zssurance
e informag‘ cc()jnI}ecthn with our z{udlt of the financial statements, our responsibility is to read
with i ation and, in doing so, consider whethen: the other information is materially inconsistent

the ne}nc1al statements, or our knowledge obtained in the audit, or otherwise appears to be
mfltenally 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 on in
this regard.

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

Management js responsible for the preparation and fair presentation of these financial statements in
accordance with NFRS, and for such internal control as management determines is necessary to enable

the preparation of financial statements that are free from material misstatement, whether due to fraud or
€erTor.

In p{'eparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements 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 aggregate, they could
reasonably be expected to influence the economic decisions of users taken based on these financial
statements.

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain
professional skepticism throughout the planning and performance of the audit. We also;

* Identify and assess the risks of material misstatement of the financial statements, whether d}xe to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence tl}at
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a rpatenal
misstatement resulting from fraud is higher than for one resulting from.error,.as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

= Obtain an understanding of internal control relevant to the audit to design .al'ldit procedures t.hat are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control.

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

« Conclude on the appropriateness of management’s use of the going (Eoncem.basis of accounting and,
based on the audit evidence obtained, whether a material unqertamty exists relateq to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If

jaty exists, we are required to draw attention in our auditor’s report

e
lude that majePigl URGETIR . ' nt -
:(:etﬁgr:;lated discl & EpAn theXighgial statement or, if such disclosure is inadequate, to modify our
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STATUTORY AUDIT REPORT

Kabeli Hydropower Company Limited
Gyaneshwor, Kathmandu, Nepal

AUDITOR'S REPORT AND FINANCIAL STATEMENT
FOR THE F.Y 2082.83

Submitted By:
Saket Acharya & Associates
Chartered Accountants
Kathmandu, Nepal
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Kabeli Hydropower Company Limited
Kathmandu-30, Gyaneshwor, Nepal

Statement of Financial Position
As on 32nd Aasadh, 2083 (16th July, 2026)

Amount in NPR
Particulars Notes As on 32nd, Aasadh  As on 32nd, Aasadh
2083 2082
ASSETS
Non- Current Assets
Property, Plant and Equipment 5.1 12,722,829.22 561,996.23
Intangible Assets 5.2 4,734,608,745.40 24,021.25
Intangible Assets under Construction 53 150,808,474.50 4,898,271,166.38
Other Non Current Assets 54 200,000.00 200,000.00
4,898,340,049.11 4,899,057,183.86
Current Assets
Financial Assets
Cash and Cash Equivalents 5.5 660,723,799.66 133,181,513.72
Inventories 5.6 254,675.33 -
Trade Receivables 5.7 171,290,271.98 -
Other Current Assets 5.8 46,227,215.97 101,840,719.98
878,495,962.94 235,022,233.70
5,776,836,012.05 5,134,079,417.56
EQUITY AND LIABILITIES
Equity
Share Capital 5.9 1,650,000,000.00 1,650,000,000.00
Share Calls in Advance 5.10 - -
Reserve and Surplus 5.11 544,752,689.85 270,699,996.61
2,194,752,689.85 1,920,699,996.61
Non-Current Liabilities
Financial Liabilities
Medium & Long Term Loan 5.12 2,900,122,331.67 3,141,097,331.67
Other Non Current Liabilities 5.13 79,423.88 903.01
2,900,201,755.55 3,141,098,234.68
Current Liabilities :
Financial Liabilities
Short Term Loan 5.14 605,280,000.00 -
Trade and Other Payables 5.15 64,697,902.66 65,603,766.64
Other Current Liabilities 5.16 482,202.05 6,677,419.63
Provisions 5.16.1 11,421,462 -
681,881,566.65 72,281,186.27
5,776,836,012.05 5,134,079,417.56
This is the same Statement of Financial Position referred in our report.
Company Overview and Significant Accounting Policies lto4
Other Explanatory Notes 5
Avishek Karki Bijay Sambahamphe
Finance Officer Director

Dazaney Investment Company (Rep) Gopal Krishna Shrestha

Director Director

Mohan Bikram Karki
Managing Director

Rajesh Khadka CA Saket Acharya
Chairman Principal
Saket Acharya & Associates

Chartered Accountants
Date: 2083.05.03
Place: Kathmandu, Nepal
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Kabeli Hydropower Company Limited
Kathmandu-30, Gyaneshwor, Nepal

Statement of Profit or Loss and Other Comprehensive Income
For the Year Ended 32nd Aasadh, 2083

Amount in NPR
Particulars Notes For the Year Ended on For the Year Ended on
32nd Aasadh, 2083 32nd Aasadh, 2082
Revenue 5.17 689,371,644.27 62,105,007.27
Cost of Sales 5.18 48,840,012.54 -
Gross Profit / (Loss) 640,531,631.73 62,105,007.27
Add: Other Income/ (Expenses) 5.19 (3,166,503.88) -
Total Income 637,365,127.85 62,105,007.27
Employee Benefit Expenses 5.20 2,585,125.52 -
Administrative Expenses 5.21 4,889,183.72 1,690,140.00
Depreciation & Amortization Expenses 51&52 142,079,440.48 153,192.55
Profit / (Loss) from Operation 487,811,378.13 60,261,674.73
Finance Costs 5.22 199,390,622.08 -
Profit before Bonus, Tax Expenses and CSR 288,420,756.05 60,261,674.73
Provision for Staff Bonus 5,768,415.12 -
Profit before Tax and CSR Expenses 282,652,340.93 60,261,674.73
Provision for CSR Expenses 5.24 2,826,523.41 -
Provision for Environment Fee 5.24 2,826,523.41 -
Profit Before Tax 276,999,294.11 60,261,674.73
Current Tax Expenses 595 - -
Deferred Tax Expense (Income) 78,520.87 27,678.19
Profit For the year after Tax and CSR 276,920,773.24 60,233,996.54
Other Comprehensive Income
Profit/(Loss) on Revaluation - -
Total Other Comprehensive Income / (Loss) for the Year - -
Total Comprehensive Income 276,920,773.24 60,233,996.54
Earnings per equity shares of NRs. 100 each
Basic Earnings per share-NRs. 596 16.78 3.65
Diluted Earnings per share-NRs. 16.78 3.65

This is the same Statement of Profit or Loss & Other Comprehensive Income referred in our report.

Company Overview and Significant Accounting Policies 1to4

Other Explanatory Notes 5

Avishek Karki Bijay Sambahamphe

Finance Officer Director

Dazaney Investment Company (Rep) Gopal Krishna Shrestha

Director Director

Mohan Bikram Karki Rajesh Khadka CA Saket Acharya
Managing Director Chairman Principal

Saket Acharya & Associates
Chartered Accountants
Date: 2083.05.03
Place: Kathmandu
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Kabeli Hydropower Company Limited
Kathmandu-30, Gyaneshwor, Nepal

Statement of Cash Flows
For the Year Ended 32nd Aasadh, 2083

Amount in NPR
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
A. Cash Flow from Operating Activities
Net Profit After Tax 276,920,773.24 60,233,996.54
Adjustment for:
Less: Non-Cash Construction Margin as per IFRIC 12 (Net) (8,726,977.95) (62,105,007.27)
Depreciation & Amortization Expenses 142,079,440.48 153,192.55
Finance Costs 199,390,622.08 -
Add: Loss on Sale of Project (Lower Tawa Khola HPP) 1,172,263.88
Add: Foreign Exchange Loss (1,998,080.00)
Changes in Current Assets (115,931,443.29) 161,723,979.45
Changes in Current Liabilities 4,398,901.24 (472,399,003.22)
Net Cash Flow from Operating Activities (A) 497,305,499.68 (312,392,841.96)
B. Cash Flow from Investing Activities
Purchase of Property, Plant and Equipment (4,623,852.92) -
Proceeds from Sale of Project (Lower Tawa Khola HPP) 19,537,731.30
Purchase of Intangible Assets (3,271,837.56) -
Additions to Intangible Assets Under Construction (145,449,632.48) (1,041,091,069.05)
Net Cash Flow from Investing Activities (B) (133,807,591.66) (1,041,091,069.05)
C. Cash Flow from Financing Activities
Changes in Share Capital - 733,200,000.00
Changes in Share Calls in Advance - (602,040.00)
Changes in Loans and Borrowings 364,305,000.00 732,125,531.80
Finance Cost Paid (199,390,622.08) -
Share Issue Expenses (870,000.00) -
Net Cash Flows from Financing Activities ( C) 164,044,377.92 1,464,723,491.80
Net Increase/(Decrease) in Cash and Cash Equivalents
(A+B+C) 527,542,285.94 111,239,580.79
Cash and Cash Equivalents at beginning of the year 133,181,513.72 21,941,932.93
Cash and Cash Equivalents at end of the year 660,723,799.66 133,181,513.72
This is the same Statement of Cash Flow referred in our report.
Company Overview and Significant Accounting Policies 1to4
Other Explanatory Notes 5
Avishek Karki Bijay Sambahamphe
Finance Officer Director
Dazaney Investment Company (Rep) Gopal Krishna Shrestha
Director Director
Mohan Bikram Karki Rajesh Khadka CA Saket Acharya
Managing Director Chairman Principal

Saket Acharya & Associates
Chartered Accountants
Date: 2083.05.03
Place: Kathmandu
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Kabeli Hydropower Company Limited
Kathmandu-30, Gyaneshwor, Nepal

Statement of Changes in Equity
For the Year Ended 32nd Aasadh, 2083

Amount in NPR
. . Share Call in Accumulated

Particular Share Capital Advance Profit/ (Loss) Total
Balance at the beginning of FY 2081.82 916,800,000.00 602,040.00 210,466,000.07 1,127,868,040.07
Issue of Share Capital 733,200,000.00 - - 733,200,000.00
Shar.e Calls in Advance Received/ (Call in Advance converted to Share ) (602,040.00) ) (602,040.00)
Capital)
Total Comprehensive Income for the Year - - 60,233,996.54 60,233,996.54
Balance at the end of the FY 2081.82 1,650,000,000.00 - 270,699,996.61 1,920,699,996.61
Issue of Share Capital - - - -
Share Calls in Advance Received/ (Call in Advance converted to Share
Capital)
Share Issue Expenses - - (870,000.00) (870,000.00)

Foreign Exchange Loss

Total Comprehensive Income for the Year

(1,998,080.00)

276,920,773.24

(1,998,080.00)

276,920,773.24

Balance at the end of the FY 2082.83 1,650,000,000.00 - 544,752,689.85 2,194,752,689.85
This is the same Statement of Changes in Equity referred in our report.

Company Overview and Significant Accounting Policies 1to4
Other Explanatory Notes 5

Avishek Karki Bijay Sambahamphe

Finance Officer Director

Dazaney Investment Company (Rep) Gopal Krishna Shrestha

Director Director

Mohan Bikram Karki Rajesh Khadka CA Saket Acharya

Managing Director Chairman Principal

Saket Acharya & Associates
Chartered Accountants
Date: 2083.05.03
Place: Kathmandu
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Kabeli Hydropower Company Limited

Kathmandu-30, Gyaneshwor, Nepal

Other Explanatory Notes

As on 32nd, Aasadh 2083

Other Non Current Assets Note-5.4
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Rent Deposit 200,000.00 200,000.00
Total 200,000.00 200,000.00
Cash and Cash Equivalents Note-5.5
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Cash in Hand
Petty Cash 2,344.00 143,358.00
Balances with Banks -
Global IME Bank 1,010.61
Machhapuchre Bank Ltd. 7,500.03 7,500.03
Nabil Bank Ltd. 520,723.68 155,250.85
Nepal Bank Limited-Site Bank Account 59,249.15 59,249.15
NMB Bank Limited-Escrow A/c 232,031,072.09 -
NMB Bank Limited-Reserve Account 9,894,286.26 -
NMB Bank Ltd-Current Account 414,838,305.66 126,902,677.65
Prabhu Bank Ltd. 425,308.18 1,679,978.04
Margin & Deposit
Cash Margin-NMB11LC798003205(EU) 918,500.00 918,500.00
Cash Margin -NMBL11LC79803207(INR) 1,807,500.00 1,807,500.00
Statutory Margin 218,000.00 52,500.00
Bank Margin (CCBPM1857576) - 1,316,000.00
Statutory Margin-Delta Hydro-TT - 9,000.00
Statutory Margin-CBMEW-TT - 3,000.00
Statutory Margin- CM Enterprises(TT) - 11,500.00
Statutory Margin-GH-INR-TT - 2,000.00
Statutory Margin-EM-INR - 19,500.00
Statutory Margin-HM - 70,000.00
Statutory Margin-Mihiraan-TT - 7,000.00
Statutory Margin-New Modern Technomech-TT - 17,000.00
Total 660,723,799.66 133,181,513.72

LC margin has been retained against LC issued for import of Electromechanical and Hydromechanical items for

construction of projects.

Inventories Note-5.6
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Spare Parts 254,675.33 -
Total 254,675.33 -

The Company has recognized spare parts under inventory relating to Spare Parts. These spare parts are held for use
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Kabeli Hydropower Company Limited
Kathmandu-30, Gyaneshwor, Nepal

Other Explanatory Notes

As on 32nd, Aasadh 2083
in the operation and maintenance of the Company’s hydropower project.

Trade Receivables Note-5.7

Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082

Nepal Electricity Receivable(NEA) 171,290,271.98 -

Total 171,290,271.98 -
Trade receivables include the amount receivable from Nepal Electricity Authority for electricity sales for the month
of Jestha & Aasadh where sales for the month of Aasadh is recognized based on management’s best estimate in the
absence of the final settlement memorandum. Any difference arising upon receipt of the final settlement
memorandum will be adjusted in the subsequent reporting period.

Other Current Assets Note-5.8

Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082

Land Advance 31,682,350.00 31,682,350.00
HM Works Advance (Annexure-1) - 79,316.56
EM Advance (Annexure-2) - 282,255.00
Transmission & Interconnection Advance (Annexure-3) 1,714,048.67 2,534,048.67
Other Advance (Annexure-5) 2,512,527.54 38,813,208.01
Kabeli-3 Cascade Advance

Plantation & Conservation-9.85MW Advance 4,053,049.57 -
Land Advance for K-3 Cascade-9.85 MW - -
Kabeli-3 Cascade Advance - 300,000.00
Ko.Le.Ni.Ka-Kabeli-3 (9.1 MW) - 2,000,000.00
NEDC-Kabeli-3 Cascade - 1,250,000.00
Generation License- Tawa Khola Project

DPR Advance-Tawa - 5,756,000.00
NEDC-Lower Tawa - 1,250,000.00
Survey Advance - 634,040.00
TL Advance Tawa - 2,822,228.70
Surya Holdings Pvt. Ltd. - 9,432,746.67
Prepaid Expenses

Loss of Profit Insurance-Prepaid 1,932,798.54 1,827,483.11
Property Insurance-Prepaid 4,094,707.40 3,177,043.27
Capacity Royalty - Prepaid 228,312.33 -
Third Party Inurance-Project-Prepaid 9,421.92 -
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Other Explanatory Notes
As on 32nd, Aasadh 2083

Total

46,227,215.97

101,840,719.98

Advances given to various parties are in the due course of the business for the project works and will be settled in

near future and these advances are not secured.

Share Capital

Note-5.9

Particulars

As on 32nd, Aasadh 2083

As on 32nd, Aasadh 2082

Authorized Share Capital
(Ordinary Shares of NPR 100 each)
Issued

(Ordinary Shares of NPR 100 each)
Subscribed & Paid up Capital
(Ordinary Shares of NPR 100 each)

2,062,500,000.00

2,062,500,000.00

1,650,000,000.00

2,062,500,000.00

2,062,500,000.00

1,650,000,000.00

Total 1,650,000,000.00 1,650,000,000.00
During the year there is no change in share capital.
Reconciliation of no. of Shares Outstanding Note-5.9.1
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Balance at the beginning of the year 16,500,000.00 9,168,000.00
Add: Issued & Paid Paid-up Shares - 7,332,000.00
Add: Bonus Shares - -
Total 16,500,000.00 16,500,000.00
Share Calls in Advance Note-5.10
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Share Calls in Advance - -
Total - -
Reserve and Surplus Note-5.11
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Opening Balance 270,699,996.61 210,466,000.07
Profit/(Loss) for the Year 276,920,773.24 60,233,996.54
Less: Share Issue Expenses (870,000.00) -
Less: Foreign Exchange Loss Adjustment (1,998,080.00) -
Total 544,752,689.85 270,699,996.61
Medium & Long Term Loan Note-5.12
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Term Loan- Global IME Bank 646,367,000.00 -
Term Loan- NMB Bank Ltd 1,847,044,610.77 1,997,044,610.77
Term Loan- Nabil Bank Ltd 406,710,720.90 444.210,720.90
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Other Explanatory Notes
As on 32nd, Aasadh 2083
Term Loan- Prabhu Bank Ltd - 699,842,000.00
Total 2,900,122,331.67 3,141,097,331.67
The Company’s loan facility has been swapped from Prabhu Bank Limited to Global IME Bank Limited during the
year. The base rate of Global IME Bank Limited is slightly lower than that of Prabhu Bank Limited, resulting in
lower financing costs and long-term interest savings for the Company.

Company has entered into syndicated credit facility agreement with consortium of NMB Bank Ltd (as Lead Bank) &
Prabhu Bank Ltd. and Nabil Bank Ltd. ( as Participating Bank) as on 09th Jestha 2079 (23.05.2022) for the
development of Kabeli -3 (21.93 MW), Hydro electric project with the total loan limit of Three Billion Three
Hundred Thirty Three Million ( NRS. 3,333,000,000). Company has entered into Supplementary syndicated credit
facility agreement with NMB Bank Ltd. & Prabhu Bank Ltd. & Nabil Bank Ltd. ( as Participating Bank) on 13th
Jestha 2081 (26.05.2024) .

Loan has been secured against registered mortgage over the entire fixed assets, present & future created with or
without financing of the consortium Banks owned by the Borrower on pari-passu basis including charge over
leasehold land along with unconditional and irrevocable charge on the Power Purchase Agreement (PPA) signed
between NEA (Nepal Electricity Authority) and Borrower, by the company and Personal/Corporate Guarantee of the
members of Board of Directors.

Other Non Current Liabilities Note-5.13
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Deffered Tax Liabilities 79,423.88 903.01
Total 79,423.88 903.01
Short Term Loan Note-5.14
Particulars As on 32nd, Aasadh 2083  As on 32nd, Aasadh 2082
Term Loan- NMB Bank Ltd 120,000,000.00 -
Term Loan- Global Bank Ltd 42,780,000.00 -
Term Loan- Nabil Bank Ltd 30,000,000.00 -
Bridge Gap Loan-9900143121100892 412,500,000.00 -
Total 605,280,000.00 -
Trade and Other Payables Note-5.15
Particulars As on 32nd, Aasadh 2083  As on 32nd, Aasadh 2082
Audit Fee Payable 557,500.00 167,250.00
Rent Payable
Neco Insurance Ltd (Rent) 376,358.40 1,026,432.00
Other Payable (Annexure-4) 26,000.00 -
Trade Payable (Annexure-6) 2,065,314.57 5,330,995.82
HM Payable (Annexure-7) 1,056,267.64 1,612,667.99
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As on 32nd, Aasadh 2083

TL Payables (Annexure-9) 101,374.34 272,145.24
Explosive Mgmt. Cost- Payable (Annexure-10) 153,763.18 52,942.03
EM Payable (Annexure-8) - 1,206,960.81
Env.&Social Contribution Payable
Maipokhari Construction Company - 1,230,000.00
Payable to Staff (Annexure-11) 1,700,437.46 222,726.25
Retention Payable (Annexure-12) 58,473,966.50 54,481,646.50
SSF Payable 186,920.57 -
Total 64,697,902.66 65,603,766.64
Other Current Liabilities Note-5.16
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Withholding Taxes (Annexure 13)* 391,202.05 6,677,419.63
Meeting Allowance Payable 91,000.00 -
Total 482,202.05 6,677,419.63
Provisions Note-5.16.1
Particulars As on 32nd, Aasadh 2083 As on 32nd, Aasadh 2082
Provision For Bonus 5,768,415.12 -
Provision For CSR 2,826,523.41 -
Provivion For Environmental Service Fee 2,826,523.41 -

Total

11,421,461.94

In accordance with the provisions of the Electricity Rules, 2050, the Company has provided for and declared bonus
equivalent to 2% of the Company's profit before tax for distribution among eligible employees for the financial year.

The provision for the same has been created.

The Company has recognized a provision for Corporate Social Responsibility (CSR) at 1% of annual net profit in
compliance with Section 54 of the Industrial Enterprises Act, 2076.

Provision for Environmental Service Fee has been recognized at 1% of the Company's profit in accordance with Rule
105 of the Forest Regulations, 2079 (Ban Niyamawali, 2079), applicable to development projects approved to use
national forest land under Rule 42. The amount has been provided to meet the Company's statutory obligation.
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Other Explanatory Notes

Revenue Note-5.17
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Revenue from Sale of Electricity 680,644,666.32 -
Construction Revenue as per IFRIC 12 154,176,610.43 1,097,188,461.82
Construction Expenses as per [FRIC 12 (145,449,632.48) (1,035,083,454.55)
Total 689,371,644.27 62,105,007.27

The Company was engaged in the development of three hydropower projects, namely Kabeli 3 Hydropower Project (21.93
MW), Kabeli 3 Cascade Hydropower Project (9.85 MW), and Lower Tawa Khola Hydropower Project (7.5 MW). During the
year, Kabeli 3 Hydropower Project (21.93 MW) was completed and has commenced commercial operation from 8th Bhadra
2082, while Lower Tawa Khola Hydropower Project (7.5 MW) was sold during the year. Kabeli 3 Cascade Hydropower
Project (9.85 MW) remains under construction. The costs incurred in relation to the projects have been capitalized under their
respective project heads based on management’s assessment and decision.

Revenue from the sale of electricity for the month of Ashadh has been recognized based on management's best estimate using
available billing information and applicable contractual terms, as the final settlement memorandum from Nepal Electricity
Authority had not been received by the date of approval of these financial statements. Any differences arising upon receipt of
the final settlement memorandum are recognized in the subsequent reporting period as changes in accounting estimates.

Cost of Sales Note-5.18
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Crops Compensation Expenses-SO 195,000.00 -
Capacity Royalty-For F.Y 2082.83 1,964,687.67 -
Electricity Charges by NEA-SO 1,027,188.00 -
Revenue Royalty Expenses-2% 13,612,893.33 -
Loss of Profit Insuranc-P/L 3,236,484.78 -
Property Insurance-P/L 6,303,147.38 -
Third Party Insurance-P/L 8,678.08 -
Project Operation Expenses-SO 4,583,658.36 -
Ration Expenses-SO 2,532,090.00 -
Repair & Maintenance Expenses-SO 1,575,812.10 -
Repair & Maintenance of DG-SO 37,708.10 -
Spare Parts -Expenses 101,472.78 -
Dashain Allowances-SO 716,757.60 -
Dashain & Tihar Allowances-SO 211,598.00 -
Food Allowances-SO 21,733.00 -
GPA Insurance of Staff-SO 45,530.00 -
Overtime Allowances-SO 430,945.96 -
Salary SO 11,333,063.29 -
Leave provision-SO (2082/83) 554,994.10 -
Travelling Allowances-SO 346,570.00 -
Total 48,840,012.54 -
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Other Explanatory Notes

"Revenue Royalty Expense -2%" & "Electricity Charges by NEA-SO" , for the month of Ashadh has been recognized based on
management's best estimate using available billing information and applicable contractual terms, as the final settlement
memorandum from Nepal Electricity Authority had not been received by the date of approval of these financial statements. Any
differences arising upon receipt of the final settlement memorandum are recognized in the subsequent reporting period as
changes in accounting estimates.

Other Income Note-5.19
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Loss on Sale of Project - Lower Tawa Khola HPP (1,172,263.88) -
Foreign Exchange Gain/ (Loss) (1,994,240.00) -

Other Income - -

Total (3,166,503.88) -
During the year, the Company sold the Lower Tawa Khola Hydropower Project (7.5 MW) for Rs. 19,537,731.30. The fair
value of the project at the date of sale was Rs. 20,709,995.18, resulting in a loss on sale of Rs. 1,172,263.88, which has been
recognized under Other Income/(Loss) in the Statement of Profit or Loss.

Employee Benefit Expenses Note-5.20
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Dashain Allowances-HO 40,788.10
Leave Encashment-HO 132,826.00
Salary HO 2,326,313.96
Leave provision-HO (2082/83) 85,197.46
Total 2,585,125.52 -
Administrative Expenses Note-5.21
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Audit Fee & Expenses 565,000.00 169,500.00
Office Rent Expenses* 1,533,312.00 1,520,640.00
Transportation Expenses 634,495.74 -
Advertisement Expenses-HO 212,361.00 -
Registration & Renewal Fee-HO 288,577.34 -
Kitchen Expenses-HO 217,302.00 -
Surveillance Fees 306,351.48 -
Consultancy Expenses 107,350.00 -
Annual Membership Fee-HO 86,000.00 -
Meeting Allowances 681,764.35 -
Colouring Expenses-HO 12,000.00 -
Courrier Expenses-HO 2,668.70 -
Fuel Expenses-HO 62,093.00 -
Internet Expenses-HO 8,000.00 -
Mobile Recharge Expenses-HO 4,000.00 -
Office Equipment Expenses-HO 20,265.00 -
Printing & Stationery Expenses-HO 55,437.03 -
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Puja Expenses-HO 6,000.00 -
Tally Software Upgrade Fee-HO 11,300.00 -
Water/Electricity & Garbage Expenses-HO 71,766.08 -
Repair & Maintenance of Office Equipment-HO 1,200.00 -
Repair & Maintenance of Vehicles-HO 1,940.00 -
Total 4,889,183.72 1,690,140.00

The company has practice of charging those administrative expenses which are not directly attributable to construction of
project in the Statement of Profit or Loss.

*The company's Kathmandu office is located in rental property with monthly rental expenses. As rent amount is considered to
be nominal as compared to revenue that will be generated from its business, management has decided to measure rent expenses
at cost.

Finance Costs Note-5.22

Particulars For the Year Ended on 32nd For the Year Ended on 32nd

Aasadh, 2083 Aasadh, 2082
Int on Bridge Gap Loan-NMB 7,294,243.15 -
Int on Project Loan-Global IME Bank Ltd 10,371,542.72 -
Int on Project Loan-Nabil Bank Ltd 26,025,653.76 -
Int on Project Loan-NMB Bank Ltd 117,029,839.02 -
Int on Project Loan-Prabhu Bank Ltd 28,857,389.42 -
Agency Fee 3,141,097.33 -
Bank Service Charge-NMB 2,492,694.68 -
Bank Service Charges-Prabhu Bank Ltd 500.00 -
Swap Charge-Prabhu Bank Ltd 4,177,662.00 -
Total 199,390,622.08 -

Loan processing fee and interest till the date of COD have been capitalized under the head Intangible Assets under
Construction as these are directly attributable to the construction of the project, and Interest after the COD date is charged to
Finance Cost under the Statement of Profit & Loss.

Staff Bonus Note-5.23
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Provision for Staff Bonus 5,768,415.12 -
Total 5,768,415.12 -
Corporate Social Responsibility Expenses & Environmental Service fee Note-5.24
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Provision for CSR Expenses 2,826,523.41 -
Environment Service Fee 2,826,523.41
Total 5,653,046.82 -

The Company has recognized a provision for Corporate Social Responsibility (CSR) at 1% of annual net profit in compliance
with Section 54 of the Industrial Enterprises Act, 2076.
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Provision for Environmental Service Fee has been recognized at 1% of the Company's profit in accordance with Rule 105 of
the Forest Regulations, 2079 (Ban Niyamawali, 2079), applicable to development projects approved to use national forest land
under Rule 42. The amount has been provided to meet the Company's statutory obligation.

Tax Expenses Note-5.25
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Current Tax Expenses - -
Deferred Tax Expense (Income) 78,520.87 (27,678.19)
Total 78,520.87 (27,678.19)

During the year, Kabeli 3 Hydropower Project (21.93 MW) commenced commercial operation from 8th Bhadra 2082. The
project is eligible for 100% income tax exemption for the first 10 years and 50% exemption for the subsequent 5 years from the
commencement of commercial production, subject to the applicable provisions of the Income Tax Act, 2058.

Lower Tawa Khola Hydropower Project (7.5 MW) was sold during the year, while Kabeli 3 Cascade Hydropower Project (9.85
MW) remains under construction. Accordingly, tax and deferred tax have been accounted for considering the applicable tax
incentives and temporary differences.

Earnings Per Share Note-5.26
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Net Profit* 276,920,773.24 60,233,996.54
No of Shares Outstanding 16,500,000.00 16,500,000.00
Basic Earnings per Share 16.78 3.65
Diluted Earnings per Share 16.78 3.65
Deferred Tax Expenses Note 5.27
Particulars For the Year Ended on 32nd For the Year Ended on 32nd
Aasadh, 2083 Aasadh, 2082
Written Down Value (WDV) as per Company Act, 2063-PPE 4,747,331,574.61 586,017.48
Written Down Value (WDV) as per Income Tax Act, 2058-
PPE 4,746,934,455.23 590,532.52
Timing Difference (397,119.38) (4,515.04)
Rate of Income Tax Applicable 0.20 0.20
Deferred Tax Assets/ (Liabilities) recognized in SOFP (79,423.88) (903.01)
Deferred Tax Assets/ (Liabilities) already recognized in SOFP (903.01) 26,775.18
Amount of Deferred Tax (Expenses )/ Income recognized in
SOI1&OCI (78,520.87) (27,678.19)
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1. Corporate Overview

M/S Kabeli Hydropower Company Limited (The “Company’) is a company incorporated under
Companies Act 2063 with registration number 168281/73/74. Company was converted from Private
Limited to Public Limited on 13th Aasadh 2079 with registration no 293081/78/79. The registered
address of the company is Kathmandu-30, Gyaneshwor, Nepal.

Further company was registered with Income Tax Office on 29th Baisakh 2074 with PAN 605952821.

The main objective of the company is the generation, transmission, and distribution of hydropower.
This company was established with an objective of developing hydropower in Nepal. The company’s
main line of business involves development of hydropower projects including detailed feasibility,
construction and operation and transmission and distribution of hydro energy. Similarly, accompanying
with the similar project and institution, related to Nepal Electricity Authority for the mutual uplifting
of the development and centralizing the transmission line and generating revenue from the generation
and selling of electricity.

The company was involved in the promotion & development of three hydropower projects, namely
Kabeli 3 Hydropower Project (21.93 MW), Kabeli 3 Cascade Hydropower Project (9.85 MW), and
Lower Tawa Khola Hydropower Project (7.5 MW). During the year, Kabeli 3 Hydropower Project
(21.93 MW) was completed and commenced commercial operation from 8th Bhadra 2082, while Lower
Tawa Khola Hydropower Project (7.5 MW) was sold during the year. Kabeli 3 Cascade Hydropower
Project (9.85 MW) remains under construction. The costs incurred in relation to the projects have been
capitalized under their respective project heads based on management’s assessment and decision.

2. Basis of Preparation and Measurement

2.1 Statement of Compliance:

The financial statements are prepared in accordance with Nepal Financial Reporting Standards (NFRSs)
as issued by Accounting Standards Board, Nepal which are generally in compliance with the
International Financial Reporting Standards as issued and applicable, except mentioned hereinafter.
NFRSs also includes interpretations (IFRIC and SIC) as issued by the International Accounting
Standards Board.

The Financial Statements have also been prepared in accordance with the Companies Act, 2063 (revised
2074) of Nepal.

The financial statements include Statement of Financial Position, Statement of Profit or Loss and Other
Comprehensive Income, Statement of Changes in Equity, Statement of Cash Flows and Notes to
Accounts.

2.2 Basis of Preparation:
The financial statements have been prepared on an accrual and going concern basis. The accounting
policies are applied consistently to all the periods presented in the financial statements.

2.3 Responsibility of Financial Statements:

The Board of Directors of the company is responsible for the preparation and presentation of the
Company’s financial statements and for the estimates and judgments used in them.
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2.4 Presentation:

Presentation Currency

The financial statements are prepared in Nepalese Rupees (NRs.) which is the functional currency. All
financial information presented in Nepalese Rupees has been rounded to the nearest rupee except
otherwise indicated.

Rearrangement / Reclassification and Remeasurement

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

Statement of Financial Position

The elements of Statement of Financial Position (SOFP) other than equity (Assets and Liabilities, where
applicable) are bifurcated in Current and Non-Current based on their respective maturity as well as the
company’s normal operating cycle.

Statement of Profit or Loss and Other Comprehensive Income

The elements of Statement of Profit or Loss (SoPL) and Other Comprehensive Income (OCI) have been
prepared using classification ‘by function’ method. The details of revenue, expenses, gain and/or losses
have been disclosed in the relevant section.

Statement of Cash Flows

The Statement of Cash Flows (SCF) has been prepared using an indirect method and the activities have
been grouped under three major categories (Cash flows from operating activities, Cash flows from
investing activities and Cash flows from financing activities) in accordance with NAS 07.

Statements of Changes in Equity
The Statement of Changes in Equity (SCE) has been prepared disclosing changes in each element of
equity.

2.5 Financial Period:

The company prepares financial statements in accordance with the Nepalese financial year. The
financial year starts from 1% Shrawan and ends on Aasadh end of next calendar year. The corresponding
dates for the English calendar are as follows:

Relevant Financial Statements Nepalese Calendar/Period Gregorian Calendar
Date / Period

Reporting Date 32" Aasadh, 2083 17" July, 2026

Comparative Reporting Date 32" Aasadh, 2082 16" July, 2025

Reporting Period 1t Shrawan, 2082 -32" Aasadh, | 17" July 2025- 16" July,
2083 2026

Comparative Reporting Period | 1t Shrawan, 2081 -32™ Aasadh, | 16" July 2024- 16" July,
2082 2025

2.6 Basis of Measurement:

These financial statements are prepared under historical cost convention except for certain material
items that have been measured at fair value as required by the relevant NFRS and explained in the
ensuing policies below.

2.7 IFRIC 12 Consideration:

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

Kabeli Hydropower Company Limited, after due consideration has applied IFRIC 12 while preparing
these financial statements.

3. Use of Estimates, Assumptions or Judgments:

The preparation of the financial statements is in conformity with Nepal Financial Reporting Standards
requires the use of certain critical accounting estimates and judgments. It also requires management to
exercise judgment in the process of applying the Company’s accounting policies. The Company makes
certain estimates and assumptions regarding future events. Estimates and judgments are continuously
evaluated based on historical experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. Management believes that the estimates used in
the preparation of the financial statements are prudent and reasonable. Future results could differ from
these estimates. Any revision to accounting estimates is recognized prospectively in current and future
periods, except otherwise stated. Specific accounting estimates have been included in the relevant
section of the note, wherever they have been applied along with the nature and effect of the changes of
accounting estimates, if any.

The estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year primarily include: -

3.1. Useful life and residual value of Property, Plant and Equipment:

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

3.2. Impairment of Property, Plant and Equipment:

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

3.3. Contingencies:

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

3.4. Fair Value Measurements:

The management determines the appropriate valuation techniques and inputs for fair value
measurements. In estimating the fair value of an asset or a liability, the Company uses market-
observable data to the extent it is available. Where Level 1 inputs are not available, the Company
engages third party qualified valuators to perform the valuation. The management works closely with
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the qualified external valuators to establish the appropriate valuation techniques and inputs for the
model.

4. Significant Accounting Policies:
The Significant accounting policies of the company are explained below:

4.1. Property, Plant & Equipment:

Recognition & Measurement

All items of property, plant and equipment are stated at historical cost less accumulated depreciation
and accumulated impairment losses.

Historical cost includes expenditure that is directly attributable to the acquisition of the items.
Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the company and the cost of the item can be measured reliably. The carrying amount of any
component accounted for as a separate asset is derecognized when replaced. All other repairs and
maintenance are charged to profit and loss during the reporting period in which they are incurred. The
Company identifies and determines cost of each component/part of the asset separately, if the
component/part has a cost which is significant to the total cost of the asset having useful life that is
materially different from that of the remaining asset. These components are depreciated over their useful
lives; the remaining asset is depreciated over the life of the principal asset. The residual values, useful
lives and methods of depreciation of property, plants and equipment are reviewed at the end of each
financial year and adjusted, if appropriate.

If an asset’s carrying amount is increased as a result if a revaluation, the increase shall be recognized in
other comprehensive income and accumulated in equity under the heading of revaluation surplus.
However, the increase shall be recognized in profit or loss to the extent that it reverses a revaluation
decrease of the same asset previously recognized in profit or loss.

If the asset’s carrying amount is decreased as a result of a revaluation, the decrease shall be recognized
in other comprehensive income to the extent of any credit balance existing in the revaluation surplus in
respect of that assets. The decrease recognized in other comprehensive income reduces the amount
accumulated in equity under the heading of revaluation surplus.

An item of property, plant and equipment and any significant part initially recognized is derecognized
upon disposal or when no future economic benefits are expected from its use. Any gain or loss arising
on de-recognition of the asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in the statement of profit and loss when the asset is
derecognized.

Depreciation and Amortization

e Depreciation is recognized to write off the cost of assets (other than project asset & Intangible
asset) less their residual values over their useful lives, using the Written Down Value (WDV)
method as per the rare.

e [easehold Improvements are depreciated over the period of lease or estimated useful life,
whichever is lower, on a straight-line basis.

e Amortization is recognized to write off Intangible Assets on a Straight-Line basis over their
estimated useful lives.

e The project asset shall be amortized over the remaining useful life of the project on straight line
method.

e The estimated useful life and amortization methods are reviewed at the end of each reporting
period, with the effect of any changes in estimate being accounted for on a prospective basis,
except otherwise stated in the notes to accounts.
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The estimated useful lives of the significant items of Property & Equipment and Intangibles are as

follows:
s

1 | Land NA NA NA

2 | Building 25 Years 4% WDV
3 | Computers and Accessories 5 Years 20% WDV
4 | Furniture & Fixtures 5 Years 20% WDV
5 | Office Equipment 5 Years 20% WDV
6 | Vehicles 7 Years 14% WDV
7 | Intangible Software 5-7 Years 20% SLM

Only those items having values more than 5,000 per item are capitalized.

4.2 Intangible Assets under Development (Project Assets Under Construction):

The Company was involved in the development of three hydropower projects, namely Kabeli 3
Hydropower Project (21.93 MW), Kabeli 3 Cascade Hydropower Project (9.85 MW), and Lower Tawa
Khola Hydropower Project (7.5 MW). During the year, Kabeli 3 Hydropower Project (21.93 MW) was
completed and commenced commercial operation from 8th Bhadra 2082, and the related costs were
transferred to the appropriate category of Property, Plant and Equipment upon commencement of
commercial operation. Lower Tawa Khola Hydropower Project (7.5 MW) was sold during the year.
Kabeli 3 Cascade Hydropower Project (9.85 MW) remains under construction, and costs directly
attributable to the development of the project have been capitalized under Intangible Assets under
Development (Project Assets Under Construction) based on management’s assessment.

Revenue generated during the trial operation period, where applicable, has been capitalized as part of
the project cost. Where an obligation exists to dismantle or remove the assets or restore the project site,
the present value of the estimated costs is recognized as part of the asset cost with a corresponding
liability.

Service Concession Arrangements
Under IFRIC 12 — Service Concession Arrangements applies to public-to-private service concession
arrangements if:
(a) The grantor controls or regulates what services the operator must provide with the
infrastructure, to whom it must provide them, and at what prices: and
(b) The grantor controls through ownership, beneficial entitlement or otherwise any significant
residual interest in the infrastructure at the end of the term of the arrangement
(c) Is the infrastructure constructed or acquired by the operator from a third party for the purpose
of the service arrangement or is the infrastructure existing infrastructure of the grantor to which
the operator is given access for the purpose of the service arrangement? Infrastructure used in
a public-to-private service concession arrangement for its entire useful life (whole life of assets)
is within the scope of this IFRIC, if the conditions in (a) above are met.

4.3 Other Intangible Assets:

Other intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortization and accumulated impairment losses. Intangible assets with indefinite useful
lives are carried at cost less accumulated impairment losses.
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Certain computer software costs are capitalized and recognized as intangible assets based on materiality,
accounting prudence and significant benefits expected to flow there for a period longer than one year.
Gains or losses arising from de-recognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in the
Statement of Profit or Loss when the asset is derecognized.

4.4 Impairment of Tangible and Intangible Assets:

At the end of each reporting period, the company reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss (if any). When it is not possible to estimate the
recoverable amount of an individual asset, the company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual cash-generating units, or otherwise they are
allocated to the smallest company of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually, and impairment loss is recognized whenever there is an indication that the
asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset
for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash generating unit) is estimated to be less than it’s carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognized immediately in the Statement of Profit and Loss.

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

4.5 Borrowing Cost:

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

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

4.6 Cash and Cash Equivalents:

Cash and cash equivalents in the balance sheet comprise cash at banks, cash in hand, cheques in hand
considered good, demand deposits with an original maturity of three months or less and highly liquid
investments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value.
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4.7 Inventories:

Cost of inventories includes cost of purchase, costs of conversion and other costs incurred in bringing
the inventories to their present location and condition. Other costs, including Borrowing cost as per
NAS-23 are included in the cost of inventories only to the extent that they are incurred in bringing the
inventories to their present location and conditions.

Inventories shall be measured at the lower cost and net realizable value (NRV).

4.8 Other Current Assets:
Other current assets include current assets other than inventory and cash and cash equivalents, which
are unsecured and considered good, unless otherwise stated.

4.9 Revenue Recognition

4.9.1 Sale of Electricity:

Revenue is recognized to the extent that it is probable that economic benefit will flow to the company
and that the revenue can be reliably measured. Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated rebates, charges and other similar allowances.
Revenue is recognized when substantial risks and rewards for ownership are transferred to the buyer
under the terms of the contract.

Revenue from the sale of electricity for the month of Ashadh has been recognized based on
management's best estimate using available billing information and applicable contractual terms, as the
final settlement memorandum from Nepal Electricity Authority had not been received by the date of
approval of these financial statements. Any differences arising upon receipt of the final settlement
memorandum are recognized in the subsequent reporting period as changes in accounting estimate.

4.9.2 Finance Income:

Interest income from a financial asset is recognized when it is probable that the economic benefits will
flow to the company and the amount of income can be measured reliably. Interest income is accrued on
a time basis, by reference to the principal outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts estimated future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount on initial recognition.

4.9.3 Insurance Income:
Compensation against insurance claims is recognized as income when the claim from the insurer is
virtually certain, and compensation becomes receivable.

4.9.4 Construction Revenue and Expenses as per IFRIC 12

IFRIC 12 — Service Concession Arrangements applies to public-to-private service concession
arrangements if:
(a) The grantor controls or regulates what services the operator must provide with the
infrastructure, to whom it must provide them, and at what prices: and
(b) The grantor controls through ownership, beneficial entitlement or otherwise any significant
residual interest in the infrastructure at the end of the term of the arrangement
(c) Is the infrastructure constructed or acquired by the operator from a third party for the purpose
of the service arrangement or is the infrastructure existing infrastructure of the grantor to which
the operator is given access for the purpose of the service arrangement? Infrastructure used in
a public-to-private service concession arrangement for its entire useful life (whole life of assets)
is within the scope of this IFRIC, if the conditions in (a) above are met. These arrangements
are accounted on the basis of below mentioned models depending on the nature of consideration
and relevant contract law.
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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 services. Unconditional contractual rights are established when the grantor contractually
guarantees to pay the operator (a) specific or determinable amount; (b) the shortfall, if any, between the
amounts received from the users of public services and specified or determinable amounts.

Intangible Asset Model
The intangible asset model is used to the extent that the Group, being an operator, receives a right (a
license) to charge users of public service. The right to charge users of public services is not an
unconditional right to receive cash because the amounts are contingent on the extent that the public uses
the services. Both type of arrangements may exist within a single contract to the extent that the grantor
has given an unconditional guarantee of payment for the construction and the operation i.e. considered
as a Financial asset and to the extent that the operator has to rely on the public using the service in order
to obtain payment, the operation has an intangible asset. The Company manages concession
arrangements which include power supply from its two hydro power plants. The Company maintains
and services the infrastructure during the concession period. These concession arrangements set out
rights and obligations related to the infrastructure and the services to be provided. The right to
consideration gives rise to an intangible asset and accordingly, the intangible asset model is applied.
Income from the concession arrangements earned under the intangible asset model consists of the

(i) Fair Value of the contract revenue, which is deemed to be fair value of consideration transferred

to acquire the asset; and

(i1) Payments actually received from the users.

The intangible asset is amortized over its expected useful life in a way that reflects the pattern in which
the asset’s economic benefits are consumed by the Company, starting from the date when the right to
operate starts to be used. Based on these principles, the intangible asset is amortized in line with the
actual usage of the specific public facility, with a maximum of the duration of the concession. Any
asset carried under concession arrangements is de-recognized on disposal or when no future economic
benefits are expected from its future use or disposal or when the contractual rights to the financial asset
expire.

Revenue and cost related to the construction are accounted in accordance with IFRIC 12. The cost of
each activity related to acquisition, construction and production of assets are recognized as construction
expenses according to the stage of completion of that activity. Construction revenue, as the fair value
of amount, is due from the guarantor for the activity undertaken is recognized at the same time. The fair
value is calculated based on a discount rate / rate of return of 6 %.

An amount to the extent of Net Construction Revenue in accordance with IFRIC 12 is recognized as an
addition to Intangible Assets under Construction.

4.10 Foreign Currency Transactions:

The functional currency of the company is determined on the basis of the primary economic
environment in which it operates. The functional currency of the Company is Nepalese Rupee (NPR).
In preparing the financial statements of the Company, transactions in currencies other than the entity’s
functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the dates
of the transactions.

The effect from fluctuation of exchange rate raised while initially recognizing the transaction as per
contract on the base rate mentioned in the contract and settling the transactions at the settlement date
has been recognized in Intangible Assets under construction. Foreign exchange gain/loss occurring from
other activity has been charged to Statement of Profit or Loss.
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At the end of each reporting period, monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency shall be
translated using the exchange rate at the date of the transaction.

4.11 Employment Benefits:
The company has an internal employee benefit policy to recognize and provide for the facilities to be
provided to its employees for short term and post employment benefits.

Short Term Employee Benefits
1. A liability is recognized for benefits accruing to employees in respect of wages and salaries, in
the period the related service is rendered at the undiscounted amount of the benefits expected
to be paid in exchange for that service.
Liabilities recognized in respect of short-term employees and contractual employees; benefits are
measured at the undiscounted amount of the benefits expected to be paid in exchange for the related
service

4.12 Staff Bonus:

Provision for employee bonuses is provided as per the provisions of the Electricity Act and Rules, 2049
(at the rate of 2% of the amount of Net profit). Provision is created as per annual profit and paid in the
subsequent period as per the provisions of the Bonus Act 2030. Unspent amounts, if any, are transferred
to Welfare Funds as per the provisions of the Bonus Act 2030.

4.13 Income tax
Income tax on the profit or loss for the year comprises current taxes and deferred taxes. Income tax is
recognized in the statement of profit or loss except to the extent that it relates to items recognized
directly to equity.

Current Tax
Current tax is the expected tax payable on the taxable income for the year using tax rates at the balance
sheet date and any adjustment to tax payable in respect of previous years.

During the year, Kabeli 3 Hydropower Project (21.93 MW) commenced commercial operation from
8th Bhadra 2082. The company shall be entitled to tax exemption as per the provisions of section 11 (3
Gha) of the Income Tax Act, 2058. (i.e. the company is assessed at 0% tax rates for the first 10 years of
commercial operation and 50% tax rate for the later 5 years). Accordingly, the tax rate applicable to the
company for the year is 0%.

Lower Tawa Khola Hydropower Project (7.5 MW) was sold during the year, while Kabeli 3 Cascade
Hydropower Project (9.85 MW) remains under construction. Accordingly, tax have been accounted for
considering the applicable tax incentives and temporary differences.

However, other income (other than income from generation and sale of electricity) which are taxable
are included in taxable income and expenses that are directly related to such income are deductible
expenses.

During the construction phase, the company shall not be entitled to tax exemption as per the provision
of the Income Tax Act, 2058

Deferred Tax
Deferred Tax is the tax expected to be payable or recoverable in future arising from:
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e temporary differences between the carrying amounts of assets and liabilities in the Financial
Statements and the corresponding tax bases used in computation of taxable profit,

e unused tax losses and/or

e unused tax credits
Significant management judgment is required to determine the amount of deferred tax assets that can
be recognized, based upon the likely timing and the level of future taxable profits together with future
tax planning strategies. The Company based its assumptions and estimates on parameters available
when the financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising beyond the control
of the Company.

4.14 Earnings per share

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

II. Diluted earnings per share is computed by dividing the profit/ (loss) for the year as adjusted for
dividend, interest and other charges to expense or income (net of any attributable taxes) relating
to the dilutive potential equity shares, by the weighted average number of equity shares
considered for deriving basic earnings per share and the weighted average number of equity
shares which could have been issued on the conversion of all dilutive potential equity shares.
Potential equity shares are deemed to be dilutive only if their conversion to equity shares
decrease the net profit per share from continuing ordinary operations. Potential dilutive equity
shares are deemed to be converted as at the beginning of the period, unless they have been
issued at a later date. Diluted EPS has not been calculated as no potential equity exists on the
reporting period.

4.15 Provisions, Contingencies and Commitments:

A provision is recognized as a result of a past event, the company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash
flows at the pre-tax rate that reflects the current market assessment of the time value of money and the
risks specific to the liability. The unwinding of the discount is recognized as a finance cost.

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

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

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

Contingent Asset — Compensation Claim from Nepal Electricity Authority

As per the provisions of the Power Purchase Agreement (PPA), including the "Take or Pay" clause and
Clause 10 (Compensation for Non-Dispatch of Electricity) relating to Availability Declaration and
compensation for non-dispatch by Nepal Electricity Authority (NEA), the Company has lodged a
compensation claim of NPR 10,760,861.99 with NEA. The claim relates to energy that was available
for dispatch but could not be evacuated due to reasons attributable to NEA, in accordance with the terms
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and conditions of the PPA. The claim has been submitted to NEA and is pending review and settlement.
Accordingly, the amount has not been recognized as an asset or income in these financial statements as
the realization of the claim is not yet virtually certain.

4.16 Investment Property

Investment property is property held either to earn rental income or for capital appreciation or for both
but not for sale in the ordinary course of business, use in the supply of services or for administrative
purpose.

4.17 Financial Instruments:

Recognition and Measurement

Financial assets and financial liabilities are recognized when the company becomes a party to the
contract embodying the related financial instruments. All financial assets, financial liabilities and
financial guarantee contracts are initially measured at transaction cost and where such values are
different from the fair value, at fair value.

Transaction costs that are directly attributable to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities at fair value through profit and loss) are
added to or deducted from the fair value measured on initial recognition of financial assets or financial
liability. Transaction costs directly attributable to the acquisition of financial assets and financial
liabilities at fair value through profit and loss are immediately recognized in the statement of profit and
loss.

Effective Interest Rate Method

The effective interest method is a method of calculating the amortized cost of a financial instrument
and of allocating interest income or expense over the relevant period. The effective interest rate is the
rate that exactly discounts future cash receipts or payments through the expected life of the financial
instrument, or where appropriate, a shorter period. Income/ expense arising on financial instruments
after applying an effective interest rate is recognized in the Statement of Profit and Loss and is included
in the “Other finance income” or “Other finance cost” line item. Where interest component is present
in the financial instruments, the implicit interest rate approximates the effective interest rate.

4.18 Financial Assets:

Financial assets at amortized cost

Financial assets are subsequently measured at amortized cost if these financial assets are held within a
business model whose objective is to hold these assets in order to collect contractual cash flows and the
contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

Financial assets measured at fair value

Financial assets are measured at fair value through other comprehensive income if these financial assets
are held within a business model whose objective is to hold these assets in order to collect contractual
cash flows or to sell these financial assets and the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of principal and interest on the principal amount
outstanding.

The Company in respect of equity investments (other than in subsidiaries, associates and joint ventures)
which are not held for trading has made an irrevocable choice to present in other comprehensive income
subsequent changes in the fair value of such equity instruments. Such an election is made by the
Company on an instrument-by-instrument basis at the time of initial recognition of such equity
investments.
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Financial assets not measured at amortized cost or at fair value through other comprehensive income
are carried at fair value through the statement of profit or loss. For financial assets maturing within one
year from the balance sheet date, the carrying amounts approximate fair value due to the shorter maturity
of these instruments.

Impairment of Financial Assets
Loss allowance for expected credit losses is recognized for financial assets measured at amortized cost
and fair value through the statement of profit of loss.

The company recognizes impairment loss on trade receivables using an expected credit loss model. For
financial assets whose credit risk has not significantly increased since initial recognition, loss allowance
equal to twelve months expected credit losses is recognized. Loss allowance equal to the lifetime
expected credit losses is recognized if the credit risk on the financial instruments has significantly
increased since initial recognition.

De-recognition of financial assets

The Company de-recognizes a financial asset only when the contractual rights to the cash flows from
the financial asset expire, or it transfers the financial assets, and the transfer qualifies or de-recognition
under NFRS 9. If the Company neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred assets, the Company recognizes its retained interest
in the assets and an associated liability for the amount it may have to pay. If the Company retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Company
continues to recognize the financial asset and also recognizes a collateralized borrowing for the
proceeds received. On de-recognition of a financial asset in its entirety, the differences between the
carrying amounts measured at the date of de-recognition and the consideration received is recognized
in the statement of profit or loss.

4.19 Financial Liabilities & Equity:

Classification as debt or equity

Financial liabilities and equity instruments issued by the Company are classified according to the
substance of the contractual arrangements entered into and the definitions of financial liability and an
equity instrument.

Equity Instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Company after
deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net of direct
issue costs.

Financial Liabilities

Financial liabilities are initially measured at fair value, net of transaction costs, and are subsequently
measured at amortized cost, using the effective interest rate method where the time value of money is
significant. Interest bearing bank loans, overdrafts and issued debt are initially measured at fair value
and are subsequently measured at amortized cost using the effective interest rate method. Any difference
between the proceeds (net of transaction costs) and the settlement or redemption of borrowings is
recognized over the term of the borrowings in the statement of profit and loss. For trade and other
payables maturing within one year from the balance sheet date, the carrying amounts approximate fair
value due to the short maturity of these instruments.

Financial guarantee contracts

Financial guarantee contracts issued by the Company are those contracts that require a payment to be
made to reimburse the holder for a loss it incurs because the specified debtor fails to make a payment
when due in accordance with the terms of a debt instrument. Financial guarantee contracts are
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recognized initially as a liability at fair value, adjusted for transaction costs that are directly attributable
to the issuance of the guarantee.

De-recognition of financial liability

Financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the de-recognition of the original liability and the recognition of a new
liability. The difference in the respective carrying amounts is recognized in the statement of profit and
loss.

Offsetting of Financial Instruments

Financial assets and financial liabilities are offset, and the net amount is reported in the standalone
balance sheet if there is a currently enforceable legal right to offset the recognized amounts and there is
an intention to settle on a net basis, to realize the assets and settle the liabilities simultaneously.

4.20 Leases

The determination of whether an arrangement is (or contains) a lease is based on the substance of the
arrangement at the inception of the lease. The arrangement is, or contains, a lease if fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement convey a right to
use the asset or assets, even if that right is not explicitly specified in an arrangement. A lease is classified
at the inception date as a finance lease or an operating lease.

NFRS 16-Lease is effective for annual periods beginning on or after 1 Shrawan, 2078.The new standard
removes the distinction between operating or finance lease for lessee accounting, resulting in all leases
being treated as finance leases. A lessee is required to recognize a right-of-use (ROU) representing its
right to use the underlying leased asset and a lease liability representing its obligation to make lease
payments. The standard permits a lessee to choose either a full retrospective or modified retrospective
transition approach.
The company recognizes a right-of-use asset and a lease liability for the remaining period of lease. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs
incurred and an estimate of costs to dismantle and remove any improvements made to office premises.
The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term. In addition, the right-of-use assets are periodically
reduced by impairment losses, if any, and adjusted for certain re-measurement of the lease liability.
The lease liability is initially measured at the present value of the lease payment that is not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the company’s incremental borrowing rate. Generally, the company uses its
incremental borrowing rate as the discount rate.
The cost of borrowing of the company till the date of signing any lease contract has been considered as
its incremental borrowing rate.
Lease payments included in the measurement of the lease liability comprise the following:

o Fixed payment, including in-substance fixed payments, less any lease incentives receivable.

e Variable lease payments that depend on an index or a rate, initially measured using the index

or rate as at the commencement date.
e Amounts expected to be payable under a residual value guarantee and
e The exercise price under a purchase option that the company is reasonably certain to exercise,
lease payments in an optional renewal period if the company is reasonably certain to exercise
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an extension option, and penalties for early termination of a lease unless the company is
reasonably certain not to terminate early.

The lease liability is measured at amortized cost using an effective interest method. It is re-measured
when there is change in future lease payments arising from a change in an index or rate, if there is a
change in the company’s estimate of the amount expected to be payable under a residual value
guarantee, if the company changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is re-measured in this way, a corresponding adjustment is made to the carrying
amount of right-of-use asset or is recorded in profit or loss if the carrying amount of right-of-use asset
has been reduced to zero.

The lease period for the office is less than one year; hence the lease is classified as short-term lease and
accordingly recognition exemption as per NFRS 16 has been applied.

4.21 Segment Reporting:
The company is engaged in only one business activity of “Generation and Sale of Electricity”. Thus,
separate segment information is not provided in accordance with NFRS 8 “Operating Segments”.
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