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SustasH & Co.

Chartered Accountants Tel.: 01-4497223, 4482239
House Ng. 199 P.0O. Box: 129, Kathmandu
Tanka Prasad Marg E-mail: casubhash@wlink.com.np
QOld Baneshwor Height

Kathmandu, Nepal

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
Nepal Hydro Developer Limited

We have audited the accompanying financial statements of Nepal Hydro Developer Limited which comprise the Statement of Financial
Position as at Ashad 31, 2074 (July 15, 2017) and the related Statement of Profit or Loss, Statement of Changes in Equity and Statement of
Cash Flows for the Period ended on that date.

Management's Responsibility for the financial Statements

Management of the company is responsible for the preparation and fair presentation of these financial Statements in accordance with Nepal
Accounting Standards. This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with
Mepal Standards on Auditing. Those Standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on our professional judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error, In making those risk assessments, we considered the internal control relevant to Company’s
preparation and fair presentation of the financial statements in order to design audit procedures that were approprate in the
circumstances, but not for the purpose of expressing an opinion on the Company's internal control. An audit also includes evaluating the
appropriateness ¢f the accounting policies used and the reasonableness of accounting estimates made by the management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we obtained is sufficient and appropriate to provide a basis for our opinion.

Opinion
In our opinion, the accompanying financial statements give a true and fair view, in all material respects the financial position of Nepal Hydro
Developer Limited as at Ashad 31, 2074 (July 15, 2017) and of the results of its Financial performance and its cash flows for the year then
ended and in accordance with Nepal Accounting Standards and Companies Act 2063,
Report on Other Legal and Regulatory Requirements
On the basis of our examination and explanations given to us, we would like to report that:

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

Company has kept proper books of accounts as required by law, in so far as it appears from our examination of those books of account.

The Statement of Financial Position, Statement of Profit or Loss, Cash Flow Statement, Statement of Changes in Equity dealt with by this
" report is in agreement with the books of account maintained by the Company.

During our examination of the books of account of the Company, we have not come across the cases where the Board of Directors or any
‘iv. member of there or any representative or any office holder or any employee of the Company has acted contrary to the provisions of law or
caused loss or damage to the Company, and

v. We have not come across any fraudulence in the accounts.

FOR: SUBHASH & CO.
Chartered Accountants

Place: Kathmandu

Date: %}H\C‘\B

[N R, PR B W CA 5.K. Jhunihunwala
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Nepal Hydro Developer Limited

Statement of Financial Position
As At Ashadh 31, 2074 ( July 15, 2017)

Amounts in Rs.
Particulars Schedule At Asadh 31, 2074 At Asadh 31, 2073

Assets

Non Current Assets
Property, Plant & Equipments

Gross Block 1 696,094,358.68 696,121,944.66
Less: Accumulated Depreciation 126,297,221.00 98,117,408.74
Net Block 569,797,137.68 598,004,535.92
Capital Work-In-Progress 2 - 1,111,500.00
Total Non Current Assets 569,797,137.68 599,116,035.92

Current Assets

Sundry Debtors 50,384,335.83 36,407,627.24
Advance & Deposits 3 30,810,044.43 31,263,667.40
Cash & Cash Equivalents 4 5,144,155.83 935,709.40
Total Current Assets 86,338,536.09 68,607,004.04
Total Assets 656,135,673.77 667,723,039.96

Equity & Liabilities

Equity Fund
Share Capital 5 221,000,000.00 195,000,000.00
Reserve & Surplus 6 (8,563,783.23) (21,022,749.94)
Total Equity Fund 212,436,216.77 173,977,250.06

Non Current Liabilities
Mid & Long Term Loans 7 351,249,651.00 388,249,691.00
Total Non Current Liabilities 351,249,651.00 388,249,691.00

Current Liabilities

Sundry Creditors & Other Payables 8 10,603,442.00 24,840,462.38
Short Term Loan 9 81,469,270.00 80,336,540.00
Provision for Bonus 252,228.00 319,096.52
Provision for Corporate Social Liability 124,866.00 —
Total Current Liabilities 92,449,806.00 105,496,098.90
Total Equity & Liabilities 656,135,673.77 667,723,039.96
Contingent Liability 13
Significant Accounting Policies & Notes to 14
Accounts
Mr. Kumud Kumar Mr. Pashupdti Murarka Er. Gyartendra Lal As per our report of
Dugar Director Pradhan 5
Director > Chairman
7 A
) ,\’L
Mr. Dev Kishan Mr, Prideed Rumar
Mundara Das
Director Finance Controller /
Company Secretary
Date: Zo% Chartered Accountants

AT BTEST SHAIR fatwes




Tl

=z Nepal Hydro Developer Limited
Statement of Profit or Loss
For the year ended Ashadh 31, 2074 ( July 15, 2017)
Amounts in Rs.
Year ended Year ended
Particulars Schedule Ashad 31, 2074 Ashad 31, 2073
(uly 16,2016)  (July 15, 2016)

Power Sales 104,634,667.31 103,958,924.57
Less:

Cost of Sales 10 18,657,515.80 16,576,020.96
Gross Profit 85,977,151.51 87,382,903.61

Add: Other Income -

Less:
Administrative, Selling & Distribution Expenses 11 2,775,791.06 2,600,371.46
Operating Profit / (Loss) 83,201,360.45 84,782,532,15
) Less:
> Financial Cost 12 42,157,901.50 42,154,242.56
| Depreciation 1 28,179,812.24 28,502,356.94
Profit / (Loss) Before Bonus, CSR & Tax 12,863,646.71 14,125,932.65
- Less:
Provision for Staff Bonus 252,228.00 319,096.52
Provision for Corporate Social Liability (CSR) 124,866.00 -

Tax Expenses (a+b) - e

(a)Current year Tax = -
(b)Deferred Tax Expense (Income) - -

Net Profit/(Loss) for the year 12,486,552.71 13,806,836.13
Earning Per Share (EPS):
Basic EPS 6.04 7.08
Diluted EPS 6.04 7.08

Extraordinary items: = ; -
Net Profit /( Loss) for the year transferred to Reserve &

12,486,552.71 13,806,836.13
- Surplus
Contingent Liability 13
Significant Accounting Policies & Notef to Acgounts fél
Wi, Kiniud Kumar Mr. Pashupati M¥arka Er. C@\endra Lal As per our report of
b Disgar Director Pradhan evengate
i Chairman \

Divector )

Mr. Dev Kishan
Mundara
Director

Subhash & Company
Chartered Accountants

Date: 2.0 V1~ O

Dlnrn: Vathwonands




Nepal Hydro Developer Limited
Statement of Cash Flow (Indirect Method)
For the year ended Ashadh 31, 2074 ( July 15, 2017)

Amounts in Rs.

Year ended Year ended
Particulars Ashad 31, 2074 Ashad 31, 2073
(July 16, 2016) (July 15, 2016)
A) Cash flow from Operating Acivities:
Net Profit / (Loss) before tax 12,486,552.71 13,806,836.13
Add:
Interest 42,157,901.50 42,154,242.56
Prior Period Expense . 48,468.07
Depreciation 28,179,812.24 28,502,356.94
Cash Flow Before Change in Working Capital 82,824,266.45 84,511,903.69
(Increase)/Decrease in Current Assets (13,523,085.62) (16,481,213.00)
Increase/ (Decrease) in Current Liabilities (13,046,292.90) 10,405,757.87
Net Cash Flow from Operating Activities 56,254,887.93 78,436,448.56
B) Cash flow from Investing Acivities
Addition in Fixed Assets . (49,500.00)
Investment in lower Chandrawati hydropower project 1,111,500.00 (1,111,500.00)
Proceeds from sale of Fixed Assets - .
Net Cash Flow from Investing Activities 1,111,500.00 (1,161,000.00)
C) Cash flow from Financing Acivities
Interest Paid (42,157,901.50) (42,154,242.56)
Increase / (Decrease) in Capital 26,000,000.00 -
Increase / (Decrease) in Loan (37,000,040.00) (35,750,040.00)
Net Cash Flow from Financing Activities (53,157,941.50) (77,904,282.56)
Changes in Cash & Cash Equivalents (A + B +C) 4,208,446.43 (628,834.00)
Opening Cash & Cash Equivalents 935,709.38 1,564,543.38
Closing Cash & Cash Equivalents 5,144,155.81 935,709.38
v
Mr, Kumud Kumar Mr, Pashupa irarka Er. endra Lal As per our report of
Dugar Director Pradhan even date
Director (}% Chairman
Yz f),"\’x
,\’1,’ SK. Munjhunwala
Mr. Dev Kishan Mr. Pra Kumar Partner
Mundara Zvelops Das _ Subhash & Company
Director Finance Controller / Chartered Accountants

s

el ";ﬁr" !
Date: 2 o9~ 6 % i ) )
N /S

H|

Company Secretary

Place: Kathmandu ~ \»

KathS”
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Nepal Hydro Developer Limited

Schedules forming part of Accounts for the year ended Ashad 31, 2074 (July 15, 2017)

Capital Work-In-Progress - NRs
Schedule: 2
Ason Ason
Particulars Sub-Sch | Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017) (July 15, 2016,
Lower Chandrawati HydroPower Project
Pre operating Expenses 1,111,500.00 1,111,500.00
Less: Transfer to Investment in LCHPL Project (1,111,500.00) ]
Total - 1,111,500.00
Advance & Deposits NRs.
Schedule: 3
Ason Ason
Particulars Sub-Sch | Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017) (July 15, 2016)
Deposits 1 5,213,000.00 4,480,300.00
Advance to Contractors & Consultants 2 167,425.00 5,323,428,94
Advance against Expenses 3 - 1,530,800.00
Advance Against Investment 5,500,000.00
Sundry Advances 4 17,881,730.27 17,835,882.2/
Advance to Staff 5 5,000.00 7,593 53
Prepaid Expenses 2,042,889.16 2,085,662.66
Total 30,810,044.43 31,263,667.40




s

Nepal Hydro Developer Limited
Schedules forming part of Accounts for the year ended Ashad 31, 2074 (July 15, 2017)

Cash & Cash Equivalents NRs.
Schedule: 4
As on As on
Particulars Sub-Sch Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017) (July 15, 2016)
Cash in Hand (as certified) 22,021.19 1,913.19
Balances with Banks:
Bank of Kathmandu Ltd. (Current) 2,281,793,20 (123,318.16)
Bank of Kathmandu Ltd. 2,738,164.29 791,304.26
Citizens Bank International Ltd. 28,737.14 203,044 .95
Global IME Bank Ltd. 6,285,93 7,020.15
Prabhu Bank Ltd. 50,581.35 50,581 33
Siddhartha Bank Ltd. 16,572.73 5,](7} f’fL
Total 5,144,155.83 935,709.40
Share Capital NRs,
Schedule: 5
As on As on
Particulars Sub-Sch | Ashad 31, 2074 Ashad 31, 2073

(July 16, 2017,

(July 15, 2016)

a. Authorized Capital:
6,000,000 Ordinary Shares @ 100 each

b. Issued Capital:
2,600,000 Ordinary Shares @ 100 each

c. Subscribed & Paid-Up Capital:
1,950,000 Ordinary Shares @ 100 each

2,210,000 Ordinary Shares @ 100 each

__600,000,000.00

260,000,000.00

600,000,000.00

260,000,000.00

221,000,000.00

195,000,000.00

Closing Share Capital Balance

221,000,000.00

195,000,000.00

d. Shares held by shareholders holding more than 5% shares

Current Year

No. of Shares

Name of Shareholder Percentage held
Mr. Ananda Prasad Pokhrel 6.11 135,000.00
Mr. Kumud Kumar Dugar 11.03 243,750.00
Mr, Pashupati Murarka LLO3

Mr. Dev Kishan Mundan 11.03 243,750.00
Mr. Gyanendra Lal Pradhan 19.85 438,750.00
Mr. Rajendra Prasad Mundan 8.82 195,000.00
Mr, Bikash Dugar 8.82 195,000.00
Mr. Shishir Kumar Murarka 8.82 195,000.00

e. Terms/Rights attached to Equity Shares

The company has only one class of equity shares having a par value of Rs. 100/~ per share. In the event of the
liquidation of the company, the equity share holders will be entitled to receive remaining assets of the company,
after distribution of all preferential amounts according to Companies Act 2063. The distribution will be in
proportion of the number of the equity shares held by the shareholders.
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Nepal Hydro Developer Limited
Schedules forming part of Accounts for the year ended Ashad 31, 2074 (July 15, 2017)

Reserve & Surplus NRs.
Schedule: 6
Ason As on
Particulars Sub-Sch Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017) (July 15, 2016)]
Opening Balance (21,022,749.94) (34,878,054.14)
Less: Adjustment of Fixed Assets sold (27,586.00) -
Add: Adjustment of Bonus of financial year 2071/72 - 48,468.07
Total (21,050,335.94) (34,829,586.07)
Add: Profit/(Loss) during the Year 12,486,552.71 13,806,836.13
Closing Balance (8,563,783.23) (21,022,749.94)
Mid & Long Term Loans NRs.
Schedule: 7
Ason As on
Particulars Sub-Sch | Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017) (July 15, 2016},
Secured
Bank of Kathmandu Ltd 136,090,031.00 147,905,581.00
Global IME Bank Ltd 88,174,540.00 96,297,330.00
Citizen Bank International Ltd 88,701,030.00 96,842,260.00
Sidhartha Bank Ltd 75,284,090.00 82,954,560.00
‘Term Loan - Consortium Loan 388,249,691.00 423,999,731.00
(Against Hypothecation of Fixed Assets & Project)
Less:
Portion of Long-Term loan payable within twelve months 37,000,040.00 35,750,040.00
Total 351,249,651.00 388,249,691.00
Sundry Creditors & Other Payables NRs,
i Schedule: 8
Ason As on
Particulars Sub-Sch |  Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017). (July 15, 2016)
Retention Money Payable 2,060,522.86 1,705,750.97
Audit Fee Payable 139,375.00 278,750.00
TDS Payable 462,884.90 286,351.39
Sundry Creditors 6 3,306,106.40 6,964,894.39
Salary Payable 1,504,198.82 1,167,474.08
Other Payables 7 2,893,601.88 12,774,689.41
Advance from Share Holders and others 8 236,752.14 1,662,552.14
Total 10,603,442.00 24,840,462.38
Short Term Loan NRs,
Schedule: 9
As on As on
Particulars Sub-Sch |  Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017) (July 15, 2016)
Short Term Loan - Bank of Kathmandu [.td. 9,200,000.00 24,300,000.00
Provision - BOK TL II 18th Installment 269,230.00 -
Bridge Gap Loan 35,000,000.00 20,286,500.00
Portion of Long-Term loan payable within twelve months 37,000,040.00 35,750,040.00
Total 81,469,270.00
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Nepal Hydro Developer Limited
Schedules forming part of Accounts for the year ended Ashad 31, 2074 (July 15, 2017)

Cost of Sales NRs.
Schedule: 10
Year ended Year ended
Particulars Sub-Sch Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017) (July 15, 2016)
Consultancy Charge 1,216,531.00 1,525,954 60
Electricity & Water 123,102.00 54,950 50
Fuel & Lubricants 131,334.00 206,827.00
Generation Bonus - Site Staff 333,559.78 242,779 89
[nterest on Retention Amount - Site Staff 71,581.00 -
Labour Expenses 54,071.00 65,655.00
Mitigation Expenses 1,610,000.00 -
Office Expenses - Site 271,625.98 -
Project Insurance 2,497,535.45 3,309,669.63
Rent Expense - Antenna at Site 12,000.00 12,000.00
Repair & Maintenance 9 3,659,627.05 2,494,681 89
Royalty Charge 2,069,163.72 2,147,990.32
Salary & Allowances 5,962,559.82 6,079,549.58
Staff Welfare - Site 85,008.00 163,000.55
TADA & Travelling Expenses 94,317.00 -
Transportation Charge 265,500.00 272,962.00
Total 18,657,515.80 16,576,020.5?
Administrative, Selling & Distribution Expenses NRs.
Schedule: 11
Year ended Year ended
Particulars Sub-Sch Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017) (July 15, 2016),
Audit Fee 141,250.00 141,250.00
Audit Expenses 1,920.00 7,792.00
Consultancy Charge 128,500.00 -
Fine & Penalties 6,177.00 -
Gift & Donation 100,000.00 -
Insurance Premium Charge 69,422 47 54,201.19
IPO Related Expense 1,053,604.50 1,047,550.00
Legal Expenses 86,500.00 -
Misc, Expenses - 243,162.93
Office Expenses 133,712.72 110,290.28
Office Rent 154,339.00 149,662.00
Printing & Stationery 38,332,00 42,043.00
Rate & Taxes 36,505.00 23,22535
Registration & Renewal Fee 34,735.00 24,604 00
Salary & Allowances 562,049.64 527,303 71
Telephone Expenses 55,100.00 45,450.00
Travelling Expsenses 152,163.73 170,287.00
Vehicle Running Expenses 21,480.00 13,550.00
Total 2,775,791.06 2,600,371.46
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Nepal Hydro Developer Limited

Schedules forming part of Accounts for the year ended Ashad 31, 2074 (July 15, 2017)

Financial Cost NRs.
Schedule: 12
Year ended Year ended
Particulars Sub-Sch | Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017) (July 15, 2016)
Interest on Loan from Bank & Financial Institution 39,618,007.87 41,014,228 32
Interest on Other Fund - Charange Cooperative 1,489,293.63 -
Bank Charges & Commission 1,050,600.00 1,140,014.24
Total 42,157,901.50 42,154,242.56
Contingent Liability NRs
Schedule: 13
Year ended Year ended
Particulars Sub-Sch Ashad 31, 2074 Ashad 31, 2073
(July 16, 2017} (July 15, 2016},
Contingent liability on tax assessment 14,990,405.00 14,990,405.00
Total 14,990,405.00 14,990,405.00
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Nepal Hydro Developer Limited
Schedules forming part of Accounts for the year ended Ashad 31, 2074 (July 15, 2017)

Schedule -14
Significant Accounting Policies & Notes to the Accounts

A. Corporate Overview:

Nepal Hydro Developers Limited (Hereafter referred as "The Company") is incorporated under Nepal Company Act,
2006 vide Pvt. Ltd. No, 41666/063 on Bhadra 29, 2063.The Registered office of the Company is Dillibazzar ward no. 33,
Kathmandu. The company has commenced operations from 24/02/2070 (2013/06/07). The name of the company has
been changed from "Nepal Hydro Developers Private Limited" to "Nepal Hydro Developers Limited" we.f 31/03/2071
as per certificate obtained from Company Registrar Office.

The Company has obtained License from Department of Electricity Development (DOED) to develop hydro clectricity
from 3.2 MW Charnawati Khola in Dolkha District, Nepal. Further company has also received license for development
of 6.4 MW Lower Chandrawati Hydro Power Project (cascade project)

B. Principle Activity

The main objective of the company is to develop, generate and distribute hydro electric power in Nepal.

. Approval of Financial statements

The accompanying financial statement was authorized by Board of directors and has been recommended for its
approval by Companies Annual General meeting,.

D. Responsibility of Financial Statements

As per section 108(5) of Companies Act 2063. the directors or the officers have the final responsibility to maintain books
of accounts and record. The Board of directors acknowledges its responsibility as stated above. Accompanying
financial statements includes Balance sheet as on last day of reporting year, profit & loss accounts during the reporting
year, Cash flow statement, statement of change in equity and Notes to accounts.

1)

2)

4

. Significant Accounting Policies:

Accounting Convention:

The financial statements are prepared under historical cost conventions on an accrual concept and are in
accordance with Nepal Accounting Standards, unless stated otherwise, and other applicable laws as Prevalent in
Nepal. The accounting policies are applied consistently by the company.

Use of Estimates:

The preparation of Financial Statements in conformity with Generally Accepted Accounting Principles requires
estimates and assumptions to be made that affect the reported amounts of assets and liabilities and d isclosure of
contingent liabilities on the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Differences between actual results and estimates are recognized in the periods in
which the results are known/ materialized.

Revenue:

The Company has developed Charnawati Khola Hydro Power Located at Janakpur Zone in Dolakha District
Having Capacity of 3,520 Kilowatt The Company has entered into Power Purchase Agreement (PPA) with NEA
for selling electricity at the Rate Provided schedule of PPA given below. Further NEA and the company agree to
revise the rate of PPA by signing Facility agreement on 2071/07/13 which revises the rate of electricily as per
decision of Nepal government which is as follows.

Particular Original rate Revised rate
Rs.4.36 (Shrawan, 2073) Rs.5.09 (Shrawan, 2073)
Rs.4.49 (Bhadra to Mangsir, 2073) |Rs.5.23 (Bhadra to Mangsir, 2073)

PPA rate (39th to 50th month of COD
rate (39th to 50th month of COD) 15 b i Chiaitra, 2074 Rs.9.16 (Poush - Chaitra, 2074

Rs.4.49 (Baishakh - ashadh, 2074) |Rs.5.23 (Baishakh - ashadh, 2074)

Fixed Assets:

Property, Plant & Equipment are stated at their original cost of acquisition inclusive of duties, taxes and incidental
expenses incurred for erection, installation and commissioning , net of accumulated depreciation, amortization
and impairment losses,

Cost paid to vendor for the construction of the project including civil & mechanical works, for detail design &
other cost attributable to the project during the construction period were accounted in capital work in progrg
(CWIP) which has been capitalized upon the completion of the pioject on 24/02/2070,
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Schedule -15 (Contd...)
Depreciation:

Fixed Assets other than Civil Works, Hydro & Electro Mechanical Equipment and Transmission Lines, are
depreciated on Written Down Value (WDV) Method, at following rates, on the basis of effective useful life of the
Assets decided by the management. However, for Civil Works, Hydro & Electro Mechanical Equipment and
Transmission Lines, depreciation has been calculated on Straight Line Method (SLM). Depreciation on additions
has been charged as per the methods as mentioned in Income Tax Act, 2058.

Particulars Method Rate Estimated Life
Civil Works SLM 4% 25
Buildings SLM 4% 25
Hydro & Electromechanical SIM 4% 25
‘Transmission line SLM 4% 25
Furniture & Fixtures WDV 25% 7
Office Equipment WDV 25% 5
Vehicles WDV 20% 10
Bicycle WDV 20% 5
Plant & Machinery WDV 15% 15

The useful life are reviewed by the management at end of each reporting period/year & adjusted prospectively, if
it is appropriate.
Restrictive Clause on Power Purchase Agreement (PPA):

The Company has obtained the generation license for operation from the Department of Electricity Development
(Ministry of Energy) and remains valid till Mangsir 16, 2102 & remains in ownership of the company for 30 years
from commercial operation date upto Jestha 24, 2100, the useful life of assets of the project cannot exceed 30 years
even if the economic life of the asset is more. After the end of 30 years of operation, company will have to transfer
the entire generation unit to Government of Nepal under BOOT provision.

Impairment of Assets(NAS-36):

The Company identifies impair able fixed assets based on cash generating unit concept at the year-end for the
purpose of arriving at impairment loss thereon, if any, being the difference between the book value and
recoverable value of relevant assets. Impairment loss when crystallizes is charged to revenue for the year

Investment in Subsidiary
Investment in equity share of Subsidiary (unlisted company) has been recognized at cost,

Going Concern;
The Financial Statements have been prepared on assumption that the company is a going concern,

Borrowing Costs:

Borrowing costs that are directly attributable to the acquisition or construction of qualifying assets are capitalized
until the time all substantial activities necessary to prepare the qualifying assets for their intended use arc
complete. All other borrowing costs are charged to statement of profit or loss.

Provisions, contingent Liability and Contingent Assets (NAS 37):

Provisions are recognized when the Company has a present obligation as a result of past event; it is more likely
than not that an outflow of resources will be required to settle the obligation, in respect of which a reliable
estimate can be made. Provisions are not discounted to its present value and are determined based on best
estimate required to settle the obligation at the balance sheet date. These are reviewed at cach balance sheet date
and adjusted to reflect the current best estimates in accordance with Nepal Accounting Standards NAS 37
“Provisions, Contingent Liabilities and Contingent Assets”

A contingent liability is disclosed where there is a possible obligation or a present obligation that may, but
probably will not, require an outflow of resources.

Contingent assets are not recognized in the financial statements, However, contingent assets are assessed
continually and if it is virtually certain that an economic benefit will arise, the assets and related income are
recognized in the period in which the charge occurs.

Cash & Cash Equivalents

Cash and Cash Equivalents comprises cash in hand and balances with Banks as on reporting date. Bank
Overdrafts that arc repayable on demand and form an integral part of the Company’s cash management are
shown as Short Term Loans in Current Liabilities in the Balance Sheet.

Retirement Benefits (NAS-19):
The Company do not have any schemes of Provident Fund and other Employee Bgnefits.
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Related party transactions(NAS-24)
All transactions with related parties are carried out by the Company at arm's length prices.

Earning Per Share (NAS 33):
Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to equity
shareholders by the weighted average number of equity shares outstanding during the period.

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable to equity
shareholders and the weighted average number of shares outstanding during the period are adjusted for the
effects of all diluted potential equity shares.

Cash Flow Statements (NAS 07):

Cash flows are reported using the indirect method, whereby net profit before tax is adjusted for the effects of
transactions of a non-cash nature and any deferrals or accruals of past or future cash receipts or payments. The
cash flows from regular revenue generating, investing and financing activities of the Company are segregated. The
Cash flow statement is separately attached with the Financial Statements of the company.

Trade and other payables:

Trade and other payables mainly consist of amounts the Company owes to suppliers and government authority
that have been invoiced or are accrued. These also include taxes due in relation to the Company’s role as an
employer. These amounts have been initially recognized at cost and it is continued at cost as it fairly represents the
value to be paid since it does not include interest on payment

Trade Debts and other Receivables:

Trade Debts and other Receivables are originated by the Company and are stated at cost less provisions for any
uncollectible amount. Provision is made against debts considered doubtful of recovery whereas debts considered
irrecoverable are written off. Nepal Electricity Authority (NEA) is the sole customer for purchasing power/energy
from the company at agreed rate established in PPA (or revised rate under facility agreement entered into)

Prior Period Items and Changes in Accounting Policies:
The prior period expenses are charged to the Statement of profit or loss. There is no change in the accounting
policy during the ycar

Notes to the Accounts:

1)

2)

3)

4)

5)

Taxation:

As per Sec 11(3d) of Income Tax Act, 2002, 100% tax holiday for initial 7 years & 50% tax rebate for another 3 years
shall be available to the company that has started its commercial generation on or before Chaitra 30, 2075 (Aprill3,
2019). The company is eligible for 100% tax exemption starting this year as it has commenced commercial
generation from 24/02/2070.

Staff Bonus:
The provision for Employee Bonus of Rs. 252,228.00 has been made during the year as per section 15 of Electricity
Act, 2049 read with rule 86(2) of Electricity Regulation 2050.

Housing Reserves:
The provision for Housing Reserves has not been made as required under section 15 of Electricity Act, 2049 read
with rule 86(2) of Electricity Regulation 2050.

Reserve For Corporate Social Liability
The provision for corporate social liability of Rs 124,866.00 has been made during the year as per section 48 of
Industrial Enterprise Act, 2073 on Net profit for the year after bonus but before tax as follows:

Net Profit Before Bonus, Social liability & Tax 12,863,646.71
Provision for Bonus 252,228.00
Net Profit Before Social Liability & Tax 12,611,418.71
Corporate Social Liability @ 1% 124,866.00

Electricity Sales Revenue:
The company is billing at revised rate according to Facility agreement signed by company and NEA but collection
is made at old PPA rate.
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6) Provisions for Royalty
As per Section 11(1) of Electricity Act 2049, License company should pay Royalty up to 15 year from commercial

generation of Electricity at the rate of Rs, 100 per Kwhr & 2% of sales amount. In addition, royalty expense
includes royalty paid to Dolkha Forest Office amounting Rs 32,451.00 in the current financial ycar,

: . Amount received |Gen. Royalty @ |Cap Royalty @
Financial year from NEA 2% Rs. 100/Kwh Total
2073/74 84,235,636.00 1,684,712.72 352,000.00 2,036,712.72
Royalty Payment to Dolkha Forest Office 32,451.00
Total Royalty Expense for the period 2,069,163.72

7) Advance from Shareholders:
The advances received from Shareholders as on reporting date stood at Rs. 236,752.14, the details of which are
given below:

Openin, Closin:
Name of Shareholder Balanie (CI%) Balance (le)
Mr. Kumud Kumar Dugar 106,482.94 59,188.03
Mr. Dev Kishsn Mundara 134,478.50 59,188.04
Mr. Pashupati Murarka 109,351.50 39,188.04
Mr. Gyanendra Lal Pradhan 1,312,239.20 59,188.03
Closing Advance From Shareholders 1,662,552.14 236,752.14

The decrease in advance of amount Rs 1,425,800. has been utilized to settle the account balance of Mr. Gyanendra
Lal Pradhan which shows opening payable balance of Rs. 1,530,800.

8) Related Party transactions:
The transaction with related parties are as follows:

~
: s Opening . . Closing
P . .
articulars Relations Dr/(Cr) Period Dr. Period Cr. Balance Dr/(Cr)
N Mr, Pashupati
Supreme Cement Murarka being 16,345,882.27 N - 16,345,882.27
Pvt. Ltd. .
common director
mgdl Energy Pvt Common Director - - 8,000.00 (8,000.00)
ion P
Hydro Solution P, Ml..G.LPradhan 2,058,962.00 ~ B 2,058,962.00
Ltd being director
Mr. Gyanendra Lal Chairperson 1,530,800.00 - 1,530,800.00 -
Pradhan

9) Trade Receivables
Balances under Trade Receivables pertaining to NEA amounting Rs 50,384,335.83 has not been confirmed while
preparing financial statement for the current reporting period.

10) Fixed Assets:

No Fixed Assets have been purchased nor revalued during the year. In addition, cost of fixed assets (Motorcycle)
sold in previous year amounting Rs 27,586 is omitted and recognized in current year under sale adjustment in
Gross block of fixed assets. Restatement of previous year's depreciation has not been done related to the sale of
fixed assets in current year.

11) Contingent liability
Income tax department has made assessment of Income and VAT liability of company for 4 financial year from
2068/69 to 2071/72 and issue assement order under section 20 of VAT Act 2058. Company has filed an
application for administrative review to department. Income tax department has levied following amount of
additional VAT liability of company of following financial years under section 8(3) of VAT Act 2052. As it is
possible obligation of past event but possibility of outflow of economic benefits in future is not remote, it is
recognised as contingent liability.
Particulars Amount|
Financial year 2068/69 7,389,585.00
Financial year 2069/70 6,414,572.00
Financial year 2070/71 1,176,663.00
Financial year 2071/72 9,585.00
Total 14,990,405.00

12) Prior Period Expense

Royalty Expense of FY: 2072/73 to Dolkha Forest Office amounting Rs 15,453.00 & Generation
staff for FY: 2072/73 amounting Rs 287,635.78 in cash basis. The same has been charged to,

loss of the current financial year,\[d :? V
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13) Earning Per Share (NAS 33):

Particulars Current Year Previous Year
Profit Attributable to Equity 12,486,552.71 13,806,836.13
Weighted Average No. of Equity (Units) 2066110 1950000
Nominal Value of Shares/Unit (NRs) 100.00 100.00
Basic Earning Per Share (NRs) 6.04 7.08

The company has alloted fresh ordinary equity shares to public of "Project Affected Area" (10% of total subscribed
equity capital amounting 260,000 units of equity shares) on Magh 21, 2073 (February 3, 2017) the time weighing
factor derived is 163 days to compute the weighted average no. of equity shares outstanding at reporting date

The company has not issued any potential equity shares, options, warrants, etc and accordingly no dilution in
earning per share is observed thus not determined for financial statement purpose.

14) Events after Reporting Date (NAS: 10)

The company has issucd initial public offering of ordinary shares of 3,90,000 units to general public (including 2%
to employee & 5% to Mutual Funds) by appointing NMB Capital Ltd. as issue manager which has been alloted to
eligible applicants on Bhadra 30, 2074 and listed in NEPSE on Kartik 20, 2074.

15) Regrouping of Figures:
Previous years' figures have been regrouped and rearranged whereever necessary.

16) Miscellaneous:
i) All amounts are stated in Nepalese Rupees.
ii) Schedule 1 to 15 form an integral part of the Financial Statements for the period ending Asadh 31, 2074 (July 15,
2017).







T 2R, P dedl, =@l S,

I T +09-9-¥¥¥93q, ¥¥¥I¥YY, WY /1°|‘1H FATHT . +Q99-9-% ¥ ¥q¢93

T +%98-¥2-£29339 (qfvAT=T )
Email: info@charnawatihydro.com, Website: www.charnawatihydro.com




	layout nhdl book.indd.p0001
	layout nhdl book.indd.p0002
	layout nhdl book.indd.p0003
	layout nhdl book.indd.p0004
	layout nhdl book.indd.p0005
	layout nhdl book.indd.p0006
	layout nhdl book.indd.p0007
	layout nhdl book.indd.p0008
	layout nhdl book.indd.p0009
	layout nhdl book.indd.p0010
	layout nhdl book.indd.p0011
	layout nhdl book.indd.p0012
	layout nhdl book.indd.p0013
	layout nhdl book.indd.p0014
	layout nhdl book.indd.p0015
	layout nhdl book.indd.p0016
	layout nhdl book pg 17-20.indd
	layout nhdl book.indd.p0021
	layout nhdl book.indd.p0022
	layout nhdl book.indd.p0023
	layout nhdl book.indd.p0024
	layout nhdl book.indd.p0025
	layout nhdl book.indd.p0026
	layout nhdl book.indd.p0027
	layout nhdl book.indd.p0028
	layout nhdl book.indd.p0029
	layout nhdl book.indd.p0030
	layout nhdl book.indd.p0031
	layout nhdl book.indd.p0032
	layout nhdl book.indd.p0033
	layout nhdl book.indd.p0034
	layout nhdl book.indd.p0035
	layout nhdl book.indd.p0036

