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1IX<DE]/ K.S.D.B & Associates

=5 Chartered Accountants

INDEPENDENT AUDITOR'S REPORT

To the Sharcholders of
Liberty Energy Company Limited

Opinion

We have audited the accompanying financial statements of Liberty Energy Company Limited,
Kathmandu. Nepal which comprise the Statement of Financial Position as at Asadh 31, 2076 (corresponding
1o 16 July 2019), Comprehensive Income Statement, and cash flows for the year then ended and notes to the
financial statements. including a summary of significunt accounting policies.

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

Although accompanying financial statements are in agreement with the books of accounts maintained by the
company and prepared in accordance with the Nepal Accounting Standards (NAS)

RBasis of Opinion

The Company is required to prepare its financial statements in accordance with Nepal Financial Reporting
Standards (NFRS). However, the financial statements of the company have not been prepared in accordance
with NIRS.

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilitics under
those standards are further described in the Auditor’s Responsibilities for the Audit of the financial
Statements seetion of our report. We are independent of the Company in accordunce with the 1CANs
Handbook of code of ethies for Professional Accountants together with the ethical requirements that are
relevant to our audit of the financial statements and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the 1CAN’s Handbook of code of ethics for Professional
Accountants. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Management’s Responsibility for Financial Statement

Management is responsible for the preparation and fair presentation of these financial staiements in
accordance with Nepal Financial Reporting Standards (NFRS) and for such internal control as manazement
determines is necessary to enable the preparation of financial statements that are fec from material
misstatements. whether due to fraud and error.

[ preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as going coneern. disclosing, as applicable matters related 10 going concern and using the going
concern basis ol accounting unless management either intends to liquidate the Company or 10 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

Our objectives are to obtain reasonuble assurance 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

Buddhanagar (Maddhyamarg), Kathmandu, Nepal Tel: 01 -478537‘.1?
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€.

d.

Partner

For KSDB and Associates
Chartered Accountants
Place: Kathmandu. Nepal
Date: 2019.11.26

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 exists, Misstatement can arise from
fraud and error and considered material if, individually or in the aggregate, they could reasonably be
expected to infTuence the economic decisions of the users taken on the basis of these financial statements

Report on Other Legal and Regulatory Requirements

We have obtained prompt replies o our gueries and explanations asked for.

The financial statements are in agreement with the books of accounts maintained by the company.
The accounts and records of the company have been maintained in accordance with the law and
practice.

In our opinion and to the best of our information and according to the explanation given to us. the
Board of Directors, the representative or any employee of the Company has not acted contrary to the
provision of law relating to accounts nor caused direct loss or damage to the Company deliberately
or acted in a manner that would jeopardized the interest and security of the company and the
business of the Company appears to have been conducted satisfactorily.

CA. Shree Krishna Thapa Magar
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Liberty Energy Company Limited

Statement of Financial Position
As at Asadh 31,2076 (July 16, 2019)

"Amount in Rs."
Particulars Note No. As At
Ashadh 31, 2076 Ashadh 32, 2075
Assets
Non-Current Assets
Property, Plant & Equipment 3 9,543,485.64 11,123,947.61
Capital Work in Progress 4 4,027,461,585.22 2,213,247,289.39
Intangible Assets 5 57,613.21 69,082.71
Other Non-Current Asset 6 5,000.00 1,500.00
Total Non Current Assets (A) 4,037,067,684.07 2,224.441,819.71
Current Assets
Inventories 7 2,988,850.00 6,599,200.00
Cash and Cash Equivalent 8 15,359,232.66 23,355,161.36
Other Current Asset 9 134,924,069.59 400,451,084.60
Total Current Asset (B) 153,272,152.25 430,405,445.96
Total Assets (A+B) 4,190,339,836.32 2,654,847,265.67
Equity & Liabilities
Liabilites
Non-Current Liabilities
Long Term Borrowings 10 2,552,037,613.97 1,395,200,158.74
Total Non Current Liabilities (A) 2,552,037,613.97 1,395,200,158.74
Current Liablities
Short Term Borrowings 10 118,234,605.00 95,725,182.00
Trade and Other Payables 11 237,240,191.75 112,947,872.69
Advance against shares & Pending Allotment 12 - 249,755,000.00
Provisions 13 149,843,892.22 92,381,808.63
Other Current Liabilities 14 7,983,533.38 2,257,243.61
Total Current Liabilities (B) 513,302,222.35 553,067,106.93
Equity
Share Capital 15 1,125,000,000.00 706,580,000.00
Retained Earnings and Reserves 16 - -
Total Equity 1,125,000,000.00 706,580,000.00
Total Equity & Liabilities (A+B) 4,190,339,836.32 2,654,847,265.67
The accompanying notes form an integral part of the financial statements
Corporate Information 1
Basis of Preparation 2
Significant accounting policies and Other Financial Information 3-22
For & on behalf of the Board As per our attached report of even date
Dhruba Kumar Shrestha Dr. Atma Ram Ghimire Kush Kumar Joshi CA. Shree Krishna Thapa Magar
Deputy General Manager Managing Director Chairman Partner
For, KSDB and Associates
Chartered Accountants
Place: Kathmandu
Date: 10th Mangshir, 2076
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Liberty Energy Company Limited

Statement of Profit and Loss and Other Comprehensive Income
For the year ended on Asadh 31, 2076 (July 16, 2019)

"Amount in Rs."

Note Year Ended

Particulars
No. Ashadh 31, 2076 Ashadh 32, 2075

Revenue from Operations - -
Less: Cost of Sales - -

Gross Profit - -

Other Income - -
Employee Benefit Costs - -
Administrative Expenses - -

Operating Profit / (Loss) - -

Depreciation 3 - -
Amortisation 5 - -
Profit / (Loss) Before Tax - -

Tax Expense
Current Tax - -
Deffered Tax - -

Profit/ (Loss) for the year - -

Other Comprehensive Income
Items that will not be reclassified subsequently to profit or loss
Exchange differences on translating foreign operations net of tax - -
Actuarial gains and losses - -
Change in the revaluation surplus for Property, Plant & Equipment - -
Items that will be reclassified subsequently to profit or loss
Change in fair value of hedging instruments - -

Total Other Comprehensive income/ (Loss) net of tax for the year - -

Total Comprehensive Income/ (Loss) for the year - -

Earning per equity share

Equity share of Par value of Rs. 100 each

Basic - -
Diluted - -

The accompanying notes form an integral part of the financial statements

Corporate Information 1
Basis of Preparation 2
Significant accounting policies and Other Financial Information 3-22

For & on behalf of the Board of Directors As per our attached report of even date attached

Dhruba Kumar Shrestha Dr. Atma Ram Ghimire Kush Kumar Joshi CA. Shree Krishna Thapa Magar
Deputy General Manager Managing Director Chairman Partner
For, KSDB and Associates
Chartered Accountants
Place: Kathmandu
Date: 10th Mangshir, 2076
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Liberty Energy Company Limited

Statement of Cash Flow
For the year ended on Asadh 31, 2076 (July 16, 2019)

"Amount in Rs."

. Year Ended

Particulars

Ashadh 31, 2076| Ashadh 32, 2075
A. Cash Flow From Operating Activities
Net Profit/(Loss) - -
Add/(Less):
Depreciation 2,353,769.69 4,681,973.25
Amortisation 11,469.50 11,469.50
Deffered Tax - -

263,476,119.65
265,841,358.84

132,323,661.52
137,017,104.27

Interest Expenses
Cash flow from Operating Activities before changes in Working
Capital

(Increase)/Decrease in Non-Current Assets (3,500.00)
(Increase)/Decrease in Current Assets 269,137,365.01
Increase/(Decrease) in Current Liabilities 187,480,692.42
Net Cash From Operating Activities 722,455,916.27

487,500.00
210,449,706.40
161,251,874.27
509,206,184.94

B. Cash Flow from Investing Activities

(Increase)/Decrease in Capital WIP (1,814,214,295.83) (986,736,278.56)
Payment for Purchase of Property, Pland and Equipment (773,307.72) (193,909.40)
Proceeds from sale of Property, Plant and Equipment - -
Purchase of Intangible - -

Net Cash Flow from Investing Activities (1,814,987,603.55) (986,930,187.96)
C. Cash Flow from Financing Activities
Increase in Share Capital 418,420,000.00 -

Increase/(Decrease) in Share Application Money
Proceeds/Repayment from Borrowings

Interest paid

Net Cash Flow from Financing Activities

(249,755,000.00)
1,179,346,878.23
(263,476,119.65)

175,125,000.00
432,742,829.84
(132,323,661.52)

1,084,535,758.58

475,544,168.32

Total Cash Flow (A+B+C) (7,995,928.70) (2,179,834.70)

Opening Cash & Bank Balances 23,355,161.36 25,534,996.06

Closing Cash & Bank Balances 15,359,232.66| 23,355,161.36
Corporate Information 1

Basis of Preparation 2

Significant Accounting Policies 3

Significant accounting policies and Other Financial Information 3-22

For & on behalf of the Board As per our attached report of even date

Dhruba Kumar Shrestha
Deputy General Manager

Dr. Atma Ram Ghimire Kush Kumar Joshi CA. Shree Krishna Thapa Magar
Managing Director Chairman Partner
For, KSDB and Associates
Chartered Accountants

Place: Kathmandu
Date: 10th Mangshir, 2076
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1. Company Overview
Liberty Energy Company Limited (“The Company”) is a public company incorporated and domiciled in Nepal
under the companies act, 2063. The company has its Registered Office at Kathmandu and project site is located
at Dhodeni & Faleni VDC of Lamjung district.

The principal activity of the Company is to generate and distribute electricity from different sources. The
Department of Electricity Board has granted permission to the company to produce 25 MWs of Electricity in
Dordi Khola of Lamjung District. The company will produce, transmit and sell the hydroelectricity under Build-
Own-Operate-Transfer (BOOT) system and will transfer the project to the Government of Nepal after 35 years
from the date of the Generation License.

Basis of Preparation

2.1. Statement of Compliance
The financial statements of the company have been prepared in accordance with the Nepal Accounting Standards
(NAS) as issued by the Institute of Chartered Accountants of Nepal (ICAN). The financial statements have also been
prepared in accordance with the relevant presentational requirements of the companies act, 2063 of Nepal.
The financial statements have been prepared on accrual and going concern basis.

2.2. Reporting period and approval of Financial Statements
The company prepares financial statements in accordance with the Nepalese financial year using Nepalese Calendar.

The corresponding dates for Gregorian calendar are as follows:

Particulars Nepalese Calendar Date/ Period | Gregorian calendar Date/ Period
Comparative SFP* Date 32 Ashadh 2075 16 July 2018
Comparative Reporting Period 1 Shrawan 2074 -32 Ashadh 2075 16 July 2017 - 16 July 2018
Current year SFP* Date 31 Ashadh 2076 16 July 2019
Comparative Reporting Period 1 Shrawan 2075 - 31 Ashadh 2076 | 17 July 2018 - 16 July 2019

*SFP= Statement of Financial Position
The accompanied financial Statements for the year ended 31st Asadh 2076 were approved by the Board of Directors
and authorized for issue in its meeting held on 10th Mangshir 2076.
2.3. Presentations
All assets and liabilities have been classified as current or non-current in accordance with criteria set out in NAS 1
Presentation of Financial Statements.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.
The Statement of Profit or Loss has been prepared using classification ‘by nature’ method.
The statement of cash flows has been prepared using indirect method and the activities has 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 7.
2.4. Functional and Presentation Currency
The company’s financial statements are presented in Nepali Rupees (NRs), which is also the company’s functional
currency.
2.5. Use of Estimates, Assumptions and Judgments
The preparation of financial statements in conformity with NAS require management to make judgments, estimates
and assumptions that affect the application of accounting policies, reported amount of assets and liabilities, the
disclosure of contingent assets and liabilities at the date of financial statements and reported amounts of revenue
and expenses during the period. The Management believes that those judgments, estimates and assumptions used
in the preparation of the financial statements are prudent and reasonable which are reviewed on an ongoing basis.
Future results could differ from these estimates. Revision to the accounting estimates are recognized in the period in

which the estimates are revised, if the revision affects only that period; they are recognized in the period of revision
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and future periods if the revision affects both current and future periods.
Key sources of Estimation uncertainty at the date of financial statements, which may cause a material adjustments to
the carrying amount of assets and liabilities within the next financial year, is in respect of useful lives of Property, Plant
and Equipment, Valuation of Deferred Tax Assets, Provisions and Contingent Liabilities and fair value measurement
of financial instrument have been discussed in their respective policies.
2.6. Accounting Policies
NAS requires to adopt accounting policies that are most appropriate to the company’s circumstances determining
and applying accounting policies. Directors and management are required to make judgement in respect of items
where the choice of specific policy, accounting estimate or assumption to be followed could materially affect the
company’s reported financial position, results or cash flows; it may later be determined that a different choice may
have been more appropriate.
Specific accounting policies have been included in the specific section of the notes for each item of financial
statements which requires disclosures of accounting policies or changes in accounting policies. Effect and nature of
the changes have been disclosed.
The accounting policies are applied consistently to all the periods presented in the financial statements.

Significant Accounting Policies and other financial information

3. Property, plant and equipment
Property, plant and equipment are tangible items that:
a) are held for use in the production or supply of goods or services, for rental to others, or for administrative

purposes; and

b) are expected to be used during more than one period.

3.1.1. Initial Recognition of Property, Plant & Equipment
The cost of an item of property, plant and equipment has been recognized as an asset, if and only if:
a) It is probable that future economic benefits associated with the item will flow to the entity; and
b) The cost of the item can be measured reliably
Property, Plant and Equipment are initially recognized at cost.

3.1.2. Cost of Property, Plant and Equipment
It includes its purchase price, including import duties and non-refundable purchase taxes, after deducting
trade discounts and rebates; any costs directly attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management, and the initial estimate of the
costs of dismantling and removing the item and restoring the site on which it is located, the obligation for which
an entity incurs either when the item is acquired or as a consequence of having used the item during a particular
period for purposes other than to produce inventories during that period.

3.1.3. Subsequent Measurement
Properties, Plants& Equipment are subsequently measured at Cost less any accumulated depreciation and
possible impairments loss, if any.

3.1.4. Depreciation
The Property, Plant and Equipment of the company is depreciated using the written down value method to write-
off the cost of the Property, Plant and Equipment over its useful life. [tems of property, plant and equipment are
depreciated pro rata in the year of acquisition. The depreciation charge is capitalized under Capital Work In
Progress before the company started its operation and after that it is charged to Profit and Loss Account of the
period to which it relates. The estimated useful lives and residual value are reviewed at the end of each reporting
period, with the effect of any change in estimate accounted for on a prospective basis.
The management has determined the following rates of depreciation based on estimated useful lives of the

assets:
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3.1.5.

3.1.6.

3.1.7.

3.1.8.

Assets Rate of Depreciation
Office Equipment 25%
Furniture and Fixtures 25%
Vehicle 20%

Depreciation of Rs.2,353,769.69 charged on Property, Plant and Equipment has been capitalized under Project
Management and Supervision cost in Capital Work-In-Progress.

De-recognition of Property, Plant and Equipment

The carrying amount of an item of property, plant and equipment shall be derecognized:

(a) On disposal

(b) When no future economic benefits are expected from its use or disposal

During the year, the company had not de-recognized any Property, Plant and Equipment.

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 the carrying value of assets.

In the opinion of the management there is no indication of any significant impairment of assets during the year.
Restriction on title and ownership of Property, plant and equipment

As per sub-section 1 of section 10 of Nepal Electricity Act, 2049, the land, building, equipment and other
structures related to the electricity generation plant or transmission and distribution line established by a
foreign national or corporate body as more than fifty (50) percent of the total investment, shall be under the
ownership of Government of Nepal after the expiry of the term as prescribed in the license.

Details of Change in carrying amount of Property, plant equipment and Capital Inventory
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4.1

Capital Work in Progress

Expenditure incurred on assets under construction (including a project) is carried at cost under Capital Work
in Progress (CWIP). Such costs comprise purchase price of assets including import duties and non-refundable
taxes (after deducting trade discounts and rebates), expenditure in relation to survey and investigation activities
of projects, cost of site preparation, initial delivery and handling charges, installation and assembly costs, etc.
Costs including employee benefits, professional fees, expenditure on maintenance and up-gradation of common
public facilities, depreciation on assets used in construction of project, interest during construction and other
costs that are directly attributable to bringing the asset to the location and condition necessary for it to be
capable of operating in the manner intended by management are accumulated under “Capital Work in Progress
(CWIP)”".

Capital Expenditure incurred for creation of facilities, over which the Company does not have control but the
creation of which is essential principally for construction of the project is accumulated under “Capital Work in
Progress”.

Details of change in carrying amount of Capital work in progress:

(a) Upper Dordia ‘A’ Hydro Electric Project

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075

Civil Works

Detailed Engineering & Contract Administration
Electromechanical (Plant & Machinery)
Environmental Mitigation & Social Contribution
Hydromechanical Works

Infrastructure Development Cost

Interest A/C

Land Procurement & Leasing

Project Mgmt & Supervision Cost

Site Office Building & Camping Facilities
Transmission Line and Construction Power
Claims & Disputes

WIP-Preliminary Expenses (UDAHEP)

1,550,433,816.15
61,686,409.65
689,156,680.01
48,772,098.07
506,319,479.50
149,251,002.63
442,804,223.26
112,642,208.13
302,621,183.52
41,410,265.36
16,699,342.49
16,695,000.00
59,132,758.72

817,276,713.08
53,794,109.65
64,939,245.39
34,248,932.08
424,542,918.23
118,706,833.86
215,488,214.17
111,968,405.13
235,852,429.55
40,162,411.35
6,529,250.45
16,695,000.00
59,132,758.72

Total

3,997,624,467.49

2,199,337,221.66

Explanatory Note:
1. Infrastructure Development Cost

Infrastrucutre cost includes Capital Expenditure incurred for creation of facilities, over which the Company does
not have control but the creation of which is essential principally for construction of the project. The details of

total expenses incurred up to the year end are as below:

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Access Road Expenses 129,732,114.00 100,633,312.23
Access Road (Inlet) 9,349,901.54 9,349,901.54
Access Road Maintenance 10,168,987.09 8,723,620.09
Total 149,251,002.63 118,706,833.86
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2. Land Procurement and Leasing
These expenses includes amounts paid for acquiring land on lease for construction period. The details of total

expenditure incurred up to the year end are as below:

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Land Procurement and Development 110,926,542.13 110,732,627.13
Land Leasing 1,715,666.00 1,235,778.00
Total 112,642,208.13 111,968,405.13

(b) Badigadkhola Hydroelectric Project (BKHEP)

The Compnay has received the survey license form Department of Electricity Development, Ministry of Energy
for the Feasibility Studt of Badigad Khola Hydro Electric Project 21 MW, Which is upgraded to 24.6 MW on
Baisakh 27, 2075

Non-refundable upfront premium (i.e. Survey License fee) including feasibility study related expenses have
been capitalised in the books of account under the "Capital Work in Progress" till final outcome of report of the

consultant appointed to study feasibility of the Project.

Details of expenditure incurred on feasibility study of the project are as below:

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Preliminary Exp (BKHEP) 12,023,929.30 8,703,929.30
Overhead Cost -Head Office(BKHEP) 2,621,898.00 647,648.00
Advance to Consultant-Badigadkhola Project 7,772,215.43 1,272,215.43
Total 22,418,042.73 10,623,792.73

(c) Lodo Khola Small Hydropower Project

The Compnay has received the survey license form Department of Electricity development, Ministry of Energy
for the Feasibility Study of 1.73 MW Lodokhola Small Hydropower Project, which is later changed after the study
to 1.6 MW only as per the letter dated 2075.04.14.

The consultant appointed to study feasibility of the project have recommended for the implementation of Lodo
Khola Small Hydropower Project.

Since there is no uncertainty regarding final allotment of the project and future economic benefits are expected
to flow to the company, non-refundable upfront premium (i.e. Survey License fee) including feasibility study

related expenses have been capitalised in the books of account under the "Capital Work in Progress".

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Preliminery Exp (Lodo Khola) 5,723,075.00 3,260,275.00
Overhead Cost (Lodo Khola) 1,696,000.00 26,000.00
Total 7,419,075.00 3,286,275.00
Grand Total (a+b+c) 4,027,461,585.22 2,213,247,289.39

"?‘3’ aiffes ufedcat




5.1

5.2

5.3

5.4

5.5

Intangible Assets

Intangible asset is an identifiable non-monetary asset without physical substance.

Initial Recognition of Intangible Asset

The cost of Intangible asset has been recognized as an asset, if and only if:

a) Itis probable that future economic benefits associated with the item will flow to the entity; and

b) The cost of the item can be measured reliably and

c) The asset does not result from expenditure incurred internally on an intangible item.

Intangible Assets with Finite Life

Intangible assets acquired separately are measured on initial recognition at cost. Internally generated intangible
assets are not capitalized and related expenditure is reflected in the income statement in the period in which the
expenditure is incurred.

Subsequent Measurement

Intangible Assets with Finite Life

Intangible assets with finite useful lives are subsequently stated at cost less accumulated amortization and
accumulated impairment losses.

Amortization

The useful lives of intangible assets are assessed as either finite or indefinite. There are no intangible assets
assessed with indefinite useful life.

Intangible Assets with Finite Life

Intangible assets with finite useful lives are amortized over the period of their useful lives. The useful lives
and the amortization methods of the assets are reviewed at least annually. Change in the expected useful life
are accounted for by changing the amortization period or method, as appropriate and are treated as change in
accounting estimates in accordance with NAS 8.

Computer Software (i.e. Tally) has been depreciated within 10 years of purchase. However, if the software is
subject to licensing agreement, it has been depreciated within the period of license.

De-recognition of Intangible Assets

An intangible asset should be de-recognized:

(@) Ondisposal or

(b) When no future economic benefits are expected from its use or disposal

Impairment of Intangible Assets

At the end of each reporting period, the Company reviews the carrying amounts of its 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). 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 the carrying value of assets.

In the opinion of the management there is no indication of any significant impairment of assets during the year.
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Other Assets
Other non-current asset includes deposits made with for internet and telephone.

Security Deposits for internet connection and telephone are recoverable on demand when the connection is not
required and premises taken on lease vacated. However, such connection is required as long as the entity exists.
Hence, from a commercial perspective, the company does not expect to realise the security within twelve months

from the end of the reporting period. Hence such securities has been classified as Non-current assets.

Details of Change in carrying value is as below:

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Other Non-Current Assets
Other Deposits 5,000.00 1,500.00
Total 5,000.00 1,500.00

Inventories

Inventories are valued at the lower of cost and net realizable value. Cost includes cost of purchase, cost of
conversion and other costs incurred in bringing the inventories to their present location and condition. Cost
is determined on First In First Out (FIFO) basis. Costs of purchased inventory are determined after deducting
rebates and discounts. Net realizable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs necessary to make the sale. The diminution in the value of
obsolete, unserviceable and surplus stores & spares is ascertained on review and provided for.

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Silica Cement Admixture 2,988,850.00 6,599,200.00
Total 2,988,850.00 6,599,200.00

Cash and Cash Equivalent
Cash comprises cash on hand and demand deposits. Cash equivalents are short-term, highly liquid investments
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes

in value.

Cash equivalents are held for the purpose of meeting short-term cash commitments rather than for investment

or other purposes.

Cash & Cash Equivalent includes investments having short term maturity of, say, three months or less from the

date of acquisition.
Risk of holding cash and bank balance is the time value of money and the inflationary devaluation.

The carrying amount of cash and cash equivalent are reasonable approximation of their fair values.




N ot ot woweit 1. @ ol anffes ameaRur wan [

8.1

9.2

9.3

Details of change in carrying amount of cash and cash equivalents:

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Cash on hand - -
Balance with Bank
In Current Account 1,053,690.66 3,101,495.36
Sub Total 1,053,690.66 3,101,495.36

Balance with banks held as margin money

Letter of Credit Margin 7,884,942.00 18,453,666.00

Bank Guarantee Margin 1,800,000.00 1,800,000.00

Custom Margin 4,620,600.00 -

Sub Total 14,305,542.00 20,253,666.00

Grand Total 15,359,232.66 23,355,161.36
Explanatory Note:

1) Balance with banks held as margin money is a restricted cash and bank balance which can not be utilised by
the company freely.

Other Current Assets

Advances to and claims against employee

It consists of work advances disbursed that are yet to be settled as at the year end. These
advances are expected to be settled within one year in normal course of operations.

These are accounted for at cost and no interests are being charged on these accounts.

The carrying amount is reasonable approximation of their fair values.

Capital Advances

It consists of advances disbursed for the acquisition of capital assets that are yet to be settled as at the year end.
These advances are expected to be settled within one year in normal course of operations. These are accounted

for at cost and no interests are being charged on these accounts.

The carrying amount is reasonable approximation of their fair values.

Advances to Contractors and Suppliers-Upper Dordi Project

Contractual advances relating to Upper Dordi Khola Project disbursed to the suppliers and others comprises
balance under this heading. These are expected to be settled in normal course of operation within the period of
the contract.

Advances are subject contractual requirements and their recovery is legally bounded.
The carrying amount is reasonable approximation of their fair values.
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9.4 Advances to Consultant-Badigadkhola Project
Contractual advances relating to Badigad Khola Project disbursed to the consultants comprises balance under

this heading. These are expected to be settled in normal course of operation within the period of the contract.

Advances are subject contractual requirements and their recovery is legally bounded.
The carrying amount is reasonable approximation of their fair values.

9.5 Details of Other Current assets are as below:
Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Advance to and Claims against Employee 467,564.00 393,633.85
Rent Security Deposits - 489,000.00
Capital Advance 3,235,000.00 3,235,000.00
Advance to Contractors and Suppliers 131,221,505.59 396,333,450.75
Total 134,924,069.59 400,451,084.60
9.6 Impairment

Impairment of Advances, Deposits and Other Receivables are tested if any indication is known. However, the

management assessed that there are no such indications of impairments of these balances.
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10 Borrowings Cost
Borrowing costs directly attributable to the acquisition, construction/erection or production of a qualifying asset
that necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part
of the cost of the asset. Capitalisationof borrowing costs ceases when substantially all the activities necessary to
prepare the qualifying assets for their intendeduses are complete. All other borrowing costs are expensed inthe
period in which they occur. Qualifying assets are assets which takes subtantial period of time to get ready their
intended use or sale.

Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing of
funds. Other borrowings cost includes commitment charges, Bank guarantee fee (Bank commission)

The company has paid following interest during the period for the Upper Dordi ‘A’ Hydro Electric Project which
has been capitalised under capital work in progress.

Particulars Year Ended Ashadh 31, Year Ended Ashadh 32,
2076 2075
Interest Expenses
-Interest on Term Loan 241,271,286.58 126,864,761.61
-Interest on Bridge Gap Loan 22,204,833.07 5,458,899.91
Other Borrowing Cost 2,292,755.70 1,857,994.22
Total 265,768,875.35 134,181,655.74

Borrowings are initially recognized at fair value. Borrowings are subsequently measured at amortized cost.

The Company has entered Syndicated Credit Facilities Agreement with Nepal Investment Bank Limited
as Lead Bank, Nepal Bank Limited as Co-Lead Bank and seven other banks as Participating Bank along with
the aforementioned banks to finance the construction of Dordi Khola, Lamjung, named as Upper Dordi ‘A
Hydroelectric Project, having 25 MW in capacity.

Bridge Gap Loan

As per Syndicated Credit Facilities Agreement, a revolving facility of up to NPR 100 million (within the total
Approved Term Loan under the Consortium) Shall be made available to the company for Upper Dordi ‘A’ Hydro
Electric Project by the Lead Bank (Nepal Investment Bank Limited) or any other interested participating banks for
financing the bills/ cost/ advance for the maximum period of 90 days at a time until the consortium's consultant
verifies the bills/ cost/ advance on behalf of consortium. Interest rate of 0.5% above the term loan rate shall be
applied for such Bridge Gap Loan.

This shall be settled with the funds received from Term Loan disbursement along with interest accrued thereon.
Loan are not permanent nature and have to be settled if there are no pending bills.
10.1  Details of borrowings are as below:

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075

Non-Current Liabilities

(a) Secured Loans
Term Loan 2,552,037,613.97 1,395,200,158.74
Total 2,552,037,613.97 1,395,200,158.74

Current Liabilities

(a) Secured Loans
Bridge Gap Loan 118,234,605.00 95,725,182.00
Total 118,234,605.00 95,725,182.00

(a) Secured Loans are covered by:
(i) Registered mortgage of the entire project to the Consortium on pari-passu basis.

(ii) Assignment of Receivables of the Company
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10.2

12

(iii) Lien over Current Assets of the Company

(iv) Authorized Charge on the Power Purchase Agreement (PPA) signed between Nepal Electricity Authority
and the Borrower for supply and delivery of energy (electricity) produced by the Company from its hydropower
project at Dordi Khola.

(v) Corporate Guarantee of the Company to cover the entire exposure.

(vi) Pledge of Shares held by board of directors and shareholders holding above 2% of the total shares of the
Company

(vii) Personal Guarantee of the Directors of the Company.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates.

The company is exposed to interest rate risk arising mainly from borrowings due to change in interest rates. The
company is exposed to interest rate risk because the cash flows associated with borrowings will fluctuate with
change in interest rates.

As per the Syndicated Loan Agreement, interest rate on the Term Loan shall be levied at 12% per annum. Interest
rate shall be reviewed semi annully. Interest rate of 0.5% above the term loan rate shall be applied for Bridge

Gap Loan.
The company's borrowings interest rate changes at the end of reporting period are as follows:
Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Term Loan 11.25% 11.25%
Bridge Gap Loan 11.75% 11.75%
IPO Loan 12.00% 0.00%
Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Contractor and Suppliers 53,695,542.23 43,686,631.23
Retention Money Payable- Contractors 178,177,987.49 65,796,671.46
Audit Fee Payable 156,100.00 156,100.00
Payable to Staft 4,275,562.03 3,308,470.00
Other Payable 935,000.00 -
Total 237,240,191.75 112,947,872.69
Explanatory Note:

1) Retention Money Payable-Contractors

The company shall retain from each payment due to the contractor the proportion stated in the contract until the
completion of the works, fifty percent (50%) of which will be retunred to the contractor after 90 days from the
retention date against irrevocable bank guarantee. Total amount retained shall be repaid to the contractor upon
submission of tax clerance certificate and project manager has certified that all defects notified by the project

manager to the contractor before the end of his period have been corrected.

Due to uncertainity about the timing of refund, managementis of the opinion that fair value can notbe determined,

hence carrying amount is reasonable approximation of their fair values.
Advance Against Share & Pending Allotment

These balances mainly comprises of application money received for the subscription of shares in the group of

promoter.
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Till the allotment is made, it reprents amount payable to the subscribers on demand.

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Advance Against Share Capital - 249,755,000.00
Total - 249,755,000.00

All money received in advance for share and pending allotment are allotted during the fiscal year and transfer to
Paid up Share Capital

Provision

Provision is a liability stated in the statement of financial position, a liability of uncertain timing and amount.

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

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

Changes in provision

Management reviews provisions at each balance sheet date and is adjusted to reflect the best current estimate. If
itis no longer probable that a transfer of economic benefits will be required to settle the obligation, the provision
is reversed.

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
Provision for Staff Leave Encashment 1,120,380.57 706,215.75
Provision for Expenses 148,723,511.65 91,675,592.88
Total 149,843,892.22 92,381,808.63

Explanatory Note:

1) Provision for Expenses

Provision for expenses includes expenditures has been incurred by the contractor during construction but bills/
invoices are yet to be submitted by them to the company.

Other Current Liabilities

Other current liabilities include taxes and social security payable under the legal obligation.

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075
TDS Payable 5,141,206.25 1,881,366.61
CIT Payable 178,635.00 375,877.00
Gratuity Payable 1,795,710.13 -
Provident Fund Payable 867,982.00 -
Total 7,983,533.38 2,257,243.61
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Share Capital
Particulars As at Ashadh 31, 2076 As at Ashadh 32,2075
Number Par Value Amount (In Rs.) Number Par Value Amount (In Rs.)
Authorised Capital
Equity share 15,000,000.00 100.00 1,500,000,000.00 15,000,000.00 100.00 1,500,000,000.00
Issued Capital
Equity share 15,000,000.00 100.00 1,500,000,000.00 15,000,000.00 100.00 1,500,000,000.00
Subscribed and Paid up Capital
Equity share 11,250,000.00 100.00 1,125,000,000.00 7,065,800.00 100.00 706,580,000.00
Total 1,125,000,000.00 706,580,000.00

Explanatory Note:

The authorised and issued share capital of the company increased to Rs.1,500,000,000 with effect from Baisakh

10,2075

(I) Reconciliation of Number of Shares

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075

Opening Balance 7,065,800.00 7,065,800.00
Add: Shares issued during the year 4,184,200.00 -
Closing Balance 11,250,000.00 7,065,800.00

(II) Rights, Preferences and restrictions attached to shares

The company has only on class of equity shares having par value of Rs. 100 per share. Each holder of equity

shares is entiled to one vote per share. In event of liquidaiton of the company, the holders of the equity shares

will be entitled to receive remaining assets of the company, after distribution of all preferential amounts. The

distribution will be in proportion to the number of equity shares held by the shareholders.

Retained Earnings and Reserves

Particulars As at Ashadh 31, 2076 As at Ashadh 32, 2075

Retained Earnings

Opening balance

Profit/ (Loss) for the year

Add/(Less): First Time Adoption Reserve

Closing Balance
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17.1
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19

19.1

Employee Benefits

Employment benefits include:

(a) short-term employee benefits, such as wages, salaries and social security contributions, paid annual leave
and paid sick leave, profit-sharing and bonuses (if payable within twelve months of the end of the period) and
non-monetary benefits (such as medical care, housing, cars and free or subsidized goods or services) for current

employees;

(b) Post-employment benefits such as pensions, other retirement benefits, post-employment life insurance
and post-employment medical care;

(c) other long-term employee benefits, including long-service leave or sabbatical leave, jubilee or other long-
service benefits, long-term disability benefits and, if they are not payable wholly within twelve months after the
end of the period, profit-sharing, bonuses and deferred compensation; and

(d) Termination benefits.

Capitalisation of Employee Benefit Cost
Asthe projectisstill in pre-operative phase, employee beneift costhas been capitalised under Project Management
and Supervision Cost and reported under "Capial Work in Progress" in the fianncial statements.

Effects of Change in Foreign Exchange Rates
Foreign currency transactions are converted into functional currency using the exchange rate prevailing at the

date of the transaction.

Lease

The company assess whether a contract is (or contains) a lease based on the substance of the arrangement. A
contract is, or contains, a lease if the contract conveys the right to control the use of an asset for a period of time
in exchange for consideration.

Lease is classified as finance lease whenever the terms of the lease transfer substantially all the risks and rewards

of ownership to the lessee. All other leases are classified as operating lease.

Company as Lessee

The company has entered into lease arrangements for properties (for head office) where it has, on the basis of
evaluation of the terms and conditions of the arrangement determined that significant risks and rewards related
to the assets and properties are retained with the lessor. Accordingly, such lease arrangements are accounted for
as operating lease.

The company has also entered into lease arrangements for acquiring land on lease at the project site which is to
be used during construction period. Since the land has an indefinite useful economic life and the lease term is
only for construction period (whic is also short), the lease is classified as operating lease.

In case of land taken on lease, the company has made upfront lumpsum payment to the lessor (Land owner) at
the inception of such arrangements and requires no future payments.
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The lease rental charged during the period are as below:

Particulars Year Ended Ashadh Year Ended Ashadh
31, 2076 32,2075
Rent (Head Office) 2,620,787.00 2,151,600.00
Rent (Head Office) New Location for 11 month 2,310,000.00
Rent (Head Office) Old Location for (1.5 months and 7 days) 310,787.00
Rent (Site Office) - -
Land Leasing (Refer Note 4) 479,888.00 -
Total 3,100,675.00 2,151,600.00
Explanatory Note:

Since the company is in the pre-operative phase, these lease rental has been capitalised and reported under

"Capital Work in Progress".

The company has entered into new lease agreement for the head office with Nepal Stock House Private Limited
to be effective from Bhadra 1, 2075 at a rent of Rs.210,000 per month for 5 years from effective date.

The rent will increase at the rate of 10% in every two years.
The lease can not be terminated by the company for any reason whatsoever before the expiry of two years from
the date of commencement of the lease agreement and such period shall be treated as Lock In Period.

The obligations on long term, non-cancellable operating leases payable as per the rentals stated in the respective

agreements are as follows:

Future minimum lease payable As at Ashadh 31, 2076
Not later than one year 2,520,000.00
*Later than one year and not later than five years (for 4 903,000.00

months)

* Lease becomes cancellabe after the expiry of two years.

Land Leasing is the land rent paid for temporary use of land at site for the purpose of camping facilities.
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20.1

Provisions, Contingent Liabilities and Contingent Assets

Provision
A provision is a liability of uncertain timing or amount.

A provision shall be recogonised when:

(a) an entity has a present obligation (legal or constructive) as a reseult of past event;

(b) it is probable that an outflow of resources embodyin economic benefits will be required to settle the
obligation; and

(c) areliable estimate can be made of the amount of obligation.

Contingent Liabilities
Contingent liabilities are potential future cash out flows, where the likelihood of payment is considered more

than remote, but is not considered probable or cannot be measured reliably.

Contingent Assets
Itis a possible asset that arises from past event and whose existence will be confirmed only by the occurrence or

non-occurrence of one or more uncertain future events not wholly within the control of the entity.

Contingent assets are not recognized in the financial statements due to uncertainty in its realization. However,
when the realization is virtually certain, the assets are recognized in the financial statements.

Lease Rent
The company has entered into lease arrangements to acquire land on lease during construction period. The

company will be rquired to level the land after the expiry of lease period.

Amount of expenditure that will be incurred for such can not be quantified, hence no provision is made in the
books of account
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