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Regd. No. 786

PAN : 608105518

D.A.B.N & Associates,

Chartered Accountants

INDEPENDENT AUDITOR’S REPORT
TO THE SHARE HOLDERS OF BARAHI HYDROPOWER PUBLIC LTD.

Report on the Audit of the Financial Statements for the FY 2080/81

We have audited the financial statements of Barahi Hydropower Public Ltd. (BHPL) (referred to as
the “company”), which comprise the Statement of Financial Position as at Ashad 31, 2081 (15t
July 2024) and the statement of income (Including Statement of Other Comprehensive Income),
statement of changes in equity and statement of cash flows for the year ended, and notes to the
financial statements, including a summary of significant accounting policies.

Unqualified Opinion

In our opinion, the accompanying financial statements present fairly, in all material respects, (or
give a true and fair view of) the financial position of the company as at Ashad 31, 2081 (15t July,
2024), and its financial performance and its cash flows for the year ended in accordance with
Nepal Financial Reporting Standards (NFRS).

Basis for Unqualified Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs), our
responsibilities under those standards are further described in the Auditors Responsibilities for the
Audit of the Financial Statements section of our audit report. We are independent of the company
in accordance with the ICAN’s Handbook of Code of Ethics for Professional Accountants, and we
have fulfilled our ethical responsibilities in accordance with the ICAN’s Har;dbook 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 unqualified opinion.

Key Audit Matters

Key Audit Matters are those matters that, in our professional judgment, were of most significance
in our audit of financial statements of the current period. These matters are addressed in the
context of our financial statements are as a whole, and if forming our opinion thereon, and we do
not provide a separate opinion on these matters. f""‘\

Q Putalisadak, New Plaza-29, Kathmandu, Nepal ™ info@dabn.com np.
mailforbhup@gmail.com
(09851086981, 9851153522 M
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Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

In preparing the financial statements, management is responsible for assessing the company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the 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 charges
with governance are responsible for overseeing the company’s financial reporting process.

Auditors Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high |evel 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 on the basis of the financial statements.

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

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

ii. Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of BHPL’s internal control.

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

iv. Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on BHPL’s ability
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to continue as a going concern. If we conclude material uncertainty exists, we are
required to draw attention in our report to the related disclosures in the Financial
Statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause BHPL to cease to continue as a
going concern.

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

Vi. Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within BHPL to express an opinion on the Financial
Statements. We are responsible for the direction, supervision and performance of the
audit. We remain solely responsible for our audit opinion.

Report on Other Legal and Regulatory Requirements

We have obtained information and explanations asked for, which, to the best of our knowledge
and belief, were necessary for the purpose of our audit.

a. To the best of our knowledge and accounting to explanations given to us and from our
examination of the books of account of the company necessary for the purpose of our
audit, we have not come across cases where Board of Directors or any employee of BHPL
have acted contrary to the provisions of law relating to the accounts.

b. The Statement of financial position, the statement of income arid other comprehensive
income, the statement of changes in equity, statement of cashflows and attachments dealt
with by this report are in agreement with the books of account maintained by the
company.

Addre_ss: Kathmandu For DABN & Associates

Chartered Accountg
&Y

Date: 19" Bhadra-2081

UDIN: 240904CA00665whujG
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Barahi Hydropower Public Ltd.

Statement of Financial Position
As of 31 Ashad 2081 (15 July 2024)

Figures in NPR
Particular Note 31 Ashad, 2081 31 Ashad, 2080
Assets
Non Current Assets
Property, Plant and Equipment 3.1 323,398 276,713
Intangible Assets 32 306,613,072 318,799,761
Investment 33 1,222,000 1,222,000
Total Non-Current Assets 308,158,470 320,298,474
Current Assets
Inventories 34 9,446,373 9,383,335
Trade and other receivables 3.5 33,068,977 37,616,528
Other Current Assets 3.6 24,160,294 22,807,568
Cash and cash equivalents 3.7 19,851 2,490,827
Total Current Assets 66,695,495 72,298,257
Total Assets 374,853,965 392,596,731
Equity
Share Capital 3.8 250,000,000 250,000,000
Reserves 39 (118,069,319) (106,739,787)
Total Equity 131,930,681 143,260,213
Liabilities
Non Current Liabilities
Loans and Borrowings 3.10 188,042,213 190,873,230
Deferred Tax Liabilities -
Total Non-Current Liabilities 188,042,213 190,873,230
Current Liabilities
Loans and borrowings 3.10 10,683,451 9,492,762
Trade and other payables 3.11 29,409,165 34,505,038
Income Tax Liability 3.12 - -
Employee Benefits Payable 3.13 2,754,203 2,431,235
Provisions 3.14 12,034,252 12,034,252
Total Current Liabilities 54,881,071 58,463,288
Total Liabilities 242,923,284 249,336,518
Total Equity and Liabilities 374,853,965 392,596,731

The accompanying notes are integral parts of these financial statements.
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Barahi Hydropower Public Ltd.
Statement of Income

(On the basis of Nature of Expense)
For the year ended 31 Ashad 2081 (15 July 2024)

Figures in NPR

Particular Note FY 2080-81 FY 2079-80
Revenue from Operations 315 25,164,139 26,204,229
Other Income 3.16 25,357 2,171,111
Total Income 25,189,495 28,375,340
Operating Expenses 317 5,710,194 5,052,168
Administrative Expenses 3.18 2,407,011 4,873,581
Depreciation Expenses 3.1 31,218 81,758
Amortization Expenses 3.2 12,540,429 12,540,429
Profit From Operations 4,500,644 5,827,404
Finance Costs 3.19 23,821,891 26,761,497
Profit Before Tax (19,321,248) (20,934,093)
Income Tax Expense

- Current Year Tax Expense

- Deferred Tax Expense

Net Profit for the year (19,321,248) (20,934,093)
Other Comprehensive Income

Profit/Loss on Revaluation

Amortization portion on revalued land (685,860) (685,860)
Cash flow hedges

Other Comprehensive Gain/(loss) for the year, (685,860) (685,860)
net of tax i

Total Comprehensive Gain/(loss) for the year, (20,007,108) (21,619,953)
net of tax

The accompanying notes are integral parts of these financial statements
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Barahi Hydropower Public Ltd.
Statement of Cash Flows

(Indirect Method)

For the year ended 31 Ashad 2081 (15 July 2024)

Figures in NPR

Particular FY 2080-81 FY 2079-80
Cash Flows from Operating Activities

Profit for the Year (19,321,248) (20,934,093)
Adjustment for:

Depreciation and Amortization 12,571,646 12,580,603
Finance Expense 23,821,891 26,761,497
Cash flow before changes in working capital 17,072,290 18,408,007
Increase / Decrease in Inventories (63,038) (695,720)
Increase / Decrease in Trade and other receivables 4,547,550 1,411,984
Increase / Decrease in Other Current Assets (1,352,726) (6,780,948)
Increase / Decrease in Trade and other payables (5,095,873) (8,942,924)
Increase / Decrease in employee benefit liabilities 322,968 (19,355)
Increase / Decrease in provisions - -
Cash generated from Operations 15,431,171 3,381,043
Income Tax Paid

Net Cash Flows from Operating Activities 15,431,171 3,381,043
Cash Flow from Investing Activities

Purchase of Property, Plant and Equipment (77,900) (206,451)
Purchase of Service Consession arrangement (1,039,600)

Additions/sale of investments - -
Net Cash flows from Investing Activities (1,117,500) (206,451)
Cash Flow from Financing Activities

Proceeds from share capital - 70,000,000
Proceeds from advance for share capital - -
Changes in Reserves 8,677,574 -
Proceeds from other non- current borrowings /Repayment (1,640,329) (44,011,827)

of Borrowings
Interest paid on loans

(23,821,891)

(26,761,496)

Net Cash Flows from Financing Activities (16,784,647) (773,323)
Net Increase in Cash and Cash Equivalents (2,470,976) 2,401,268
Cash and Cash Equivalents at the beginning of the 2,490,827 89,558
iiscal year

Cash and Cash Equivalents at the end of the fiscal year 19,851 2,490,827
Total Cash & Cash Equnvalent 19,851 2,490,827
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Barahi Hydropower Public Ltd.
Statement of Changes in Equity
For the year ended 31 Ashad 2081 (15 July 2024)

Figures in NPR

Particular Share Capital  Retained Earning Shares to be Revaluation Capital Total
issued Reserve Reserve

Balance at 1 Shrawan 2080 250,000,000 (123,215,072) - 16,460,640 14,645 143,260,213
Profit for the year - (19,321,248) - - - (19,321,248)
Other Comprehensive Income - - - - - -
Surplus on revaluation of properties - - - - -
Amortization portion on revalued - - - (685,860) - (685,860)
Issue of Share Capital - - - - - -
Dividends to shareholders - - - - - -
Advance for share capital received - - - - -
Other Adjustment 8,671,299 6,277 8,677,576
Bal at 31 Ashad 2081 250,000,000 (133,865,021) - 15,774,780 20,922 131,930,681

o

As per our report of even date
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Barahi Hydropower Public Ltd.
Significant Accounting Policies and Notes to Accounts

1 Reporting Entity
Barahi Hydropower Public Ltd. (from hereon referred to as "BHPL" or "Company") was established and
registered as a public company under Company Act 2063 on 31 October 2017. The registered office of the
company is located at Kathmandu. The hydroelectricity project undertaken by the company is “Theule Khola
Small Hydropower Project” in Baglung district of Nepal with the capacity of 1500 KW. The company entered
into a power purchase agreement (PPA) with Nepal Electricity Authority (NEA) on 16.12.2066.

The financial statements apply to the financial year ended on 15 July 2024 (31.03.2081).
2 Significant Accounting Policies

2.1 Basis of preparation
The financial statements have been prepared on accrual basis of accounting in accordance with Nepal Financial
Reporting Standards (NFRS) as published by the Accounting Standards Board (ASB) Nepal and pronounced by
The Institute of Chartered Accountants of Nepal (ICAN).

The financial statements comprise Statement of Financial Position, Statement of Income and Other
Comprehensive Income, Statement of Cash Flows, Statement of Changes in Equity and Notes to the Accounts.

The accounting policies are applied consistently to all the periods presented in the financial statements.

2.2 Statement of Compliance
The financial statements have been prepared in accordance with Nepal Financial Reporting Standards (NFRS) as
issued by the Institute of Chartered Accountants of Nepal. The Financial Statements were authorized for issue by
the Board of Directors on Bhadra 18, 2081.

Reporting Periods

Rel t Fi ial S Nepalese Calendar English Calendar

Current SFP Date 31 Ashad 2081 15-Jul-24

Comparative SFP Date 31 Ashad 2080 16-Jul-23

Current reporting period 1 Shrawan 2080 - 31 Ashad 2081 17-Jul-2023 to 15-Jul-2024
Comparative reporting period 1 Shrawan 2079 - 31 Ashad 2080 17-Jul-2022 to 16-Jul-2023

Standards in issue but not applied while preparing Financial Statements

NFRS 9 "Financial Instruments” is the new NFRS standard introducing new provisions regarding impairment of
financial assets and hedging. It replaces standards NAS 39 ‘"Financial Instruments: Recognition and
Measurement" and NFRS 9 (2013) "Financial Instruments".

According to the decision of 143rd meeting of Accounting Standard Board, Nepal held on July 15, 2022 ;
Company has choosen alternative treatment on Effective Interest Rate as required by NFRS 9 " Financial
Instruments” for the calculation of "Financlail Liability" of Company.

2.3 Basis for measurement
Financial statements are prepared and/or presented based on the following considerations:
- Financial statements are prepared on going concern basis.
- Financial statements are presented in Nepalese rupees (NPR) which is the functional and presentation currency.
All financial information presented in NPR has been rounded to the nearest rupee except where indicated
otherwise.

Financial statements are prepared applying accrual basis of accounting (except as otherwise stated therein).

- Statement of Financial Position has been prepared with bifurcation of assets and liabilities into current and non-
current nature, Statement of Income and Other Comprehensive Income has been prepared using classification by
nature' method, as permitted by NAS 1.

4

o oS

8 | IRTEN BEGIUTR Ufetas forficeet Fdt arftfes AreRora« T wRqgd arfes ufcrag




Barahi Hydropower Public Ltd.

Significant Accounting Policies and Notes to Accounts

2.4 Use of Estimates, Assumptions and Judgments

The preparation of the financial statements 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 the future events. Estimates and judgments are continuously evaluated based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. In the future, actual result may differ from these estimates and assumptions. The estimates and
assumptions that have a significant risk of causing a material ‘adjustment to the carrying amounts of assets and
liabilities are explained in the following notes.

2.4.

—_

Useful life of property, plant and equipment

Management reviews useful life and residual values of property, plant and equipment at end of each reporting
period. Such life is dependent upon an assessment of both, technical life of assets and also 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.

2.4.2 Impairment of property, plant and equipment

At end of each reporting period, the company reviews 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, 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.

2.4.3 Recognition of deferred tax
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. Existing circumstances and assumptions about future developments, however, may change due to
market changes or circumstances arising beyond the control of the Company.

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

Significant Accounting Policies and Notes to Accounts

2.5 Accounting policies
The principal accounting policies adopted in the preparation of the financial statements are set out below. The
policies have been consistently applied to all the years presented, unless otherwise stated. The preparation of
financial statements requires the use of certain accounting estimates. The areas where significant judgments and
estimates have been made in preparing the financial statements and their effects are to be disclosed.

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

2.5.2 Property, plant and equipment
Items of property, plant and equipment are initially recognised at cost. Cost includes the purchase price and other
directly attributable costs as well as the estimated present value of any future unavoidable costs of dismantling
and removing items. The corresponding liability is recognised within provisions.

Subsequent costs are included in the assets' carrying amount or recognised as 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 repair and maintenance are charged to profit and loss during the reporting
period in which they are incurred.

On transition to NFRS, the company has elected to continue with the carrying value of all of its property, plant
and equipment recognized as at Ashad 31, 2076 measured as per previous GAAP and use that carrying value as
the deemed cost of the property, plant and equipment as on Shrawan 1, 2076.

Items of property, plant and equipment are stated at historical cost less accumulated depreciation and
accumulated impairment losses, if any. Historical cost includes expenditure that is directly attributable to the
acquisition of the items.

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

Depreciation has been computed on Written Down Method. Estimated useful life and Rates of depreciation used
are as follows:

Category of asset Estimated useful life Depreciation Rate

Fixtures and Fittings 10 years 10%
Computer Equipment 7 years 14%
Vehicles 10 years 10%
Plant and Machinery 7 years 14%
Electrical Equipment 5 years 20%
Other Assets S years 20%
Office Partation 15 years 6.67%

Depreciation on additions of property, plant and equipment is charged on pro-rata basis in the year of purchase.
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Barahi Hydropower Public Ltd.

Significant Accounting Policies and Notes to Accounts

2.5.4 Intangible Assets
Computer Software
Purchased computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to
use the software. These costs are amortized over the estimated useful lives.

Other Intangible Assets - Service Concession Agreements
IFRIC 12- Service Concession Agreement applies to public private service concession agreements 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.

Infrastructure used in a public to private service concession arrangement for its entire useful life is wihin the
scope of this [FRIC, if the conditions above are met.

These arrangements are accounted on the basis of below mentioned models depending on the nature of
consideration and relevant laws.

Financial Asset Model

The financial asset model applies if the operator has a contractual right to receive cash from or at the direction of
the grantor and the grantor has little, if any, discretion to avoid payment. This will be the case if the grantor
contractually guarantees to pay the operator:

- specified or determinable amounts; or
- the shortfall. if any, between amounts received from users of the public service and specified or determinable
amounts.

The operator measures the financial assets at fair value.

Intangible Asset Model

The intangible asset model applies if the operator receives a right (a licence) to charge users, or the grantor,
based on usage of the public service. There is no unconditional right to receive cash as the amounts are
contingent on the extent that the public uses the service.

The intangible asset generates a second stream of revenue when the operator receives cash from users or from
the grantor based on usage. This is in contrast with the financial asset model in which monies received are
treated as partial repayment of the financial asset. In the intangible asset model, the intangible asset is reduced by
amortisation rather than repayment.

The company manages service concession arrangement of power supply from its hydro powerplant. The
company maintains and services the infrastructures during the concession period. This concession arrangement
sets 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.
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Barahi Hydropower Public Ltd.

Significant Accounting Policies and Notes to Accounts

Amortization

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 this principle, the intangible asset is amortized in line with the actual usage of the specific
public facility, with the maximum of the duration of the concession. The amortization on such intangible assets
of the company have been charged based on the life of the project based on the Power Purchase Agreement.

Land under project assets (intangible assets under Service Concession Arrangement) has been amortized by
taking life of 30 years which is licensed provided by DOED.

2.5.5 Financial Assets and Financial Liabilities
Recognition
The company initially recognizes financial assets on trade date which is the date on which the company becomes
a party to the contractual provisions of the instruments.

A financial asset or financial liability is measured initially at fair value plus, or an item not at fair value through
profit or loss, transactions costs that are directly attributable to its acquisition or issue.

Classification and Measurement

Financial Assets

The classification and measurement of financial assets depend on how these are managed (the company’s
business model) and their contractual cashflows characteristics. These factors determine whether the financial
assets are measured at amortized cost, fair value through other comprehensive income (‘FVOCT’) or fair value
through profit or loss (‘FVPL").

Financial Liabilities

All financial liabilities are recognized initially on the trade date, which is the date that the company becomes a
party to the contractual provisions of the instrument. Subsequent to initial recognition, these financial liabilities
are measured at amortized costs using effective interest rate method.

De-recognition

Financial Assets

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

Financial Liabilities
The company derecognizes a financial liability when its contractual obligations are discharged or cancelled or
expired.
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Barahi Hydropower Public Ltd.

Significant Accounting Policies and Notes to Accounts

Offsetting

The financial assets and financial liabilities are offset and the net amount presented in the statement of financial
position when and only when, the company has a legal right to set off the amounts and it intends either to settle
them on a net basis or to realize the asset and settle the liability simultaneously.

2.5.6 Trade and other receivables
Trade and other receivables are stated at their transaction cost since they approximate their fair value.

2.5.7 Cash and cash equivalents
Cash and cash equivalents comprises cash balances, call deposits and other short term highly liquid investments.
Bank overdrafts that are repayable on demand and form an integral partof the company’s cash management are
included within borrowings in current liabilities on the statement of financial position.

2.5.8 Equity
Financial instruments issued by the company are classified as equity only to the extent that they do not meet the
definition of a financial liability or financial asset. The company’s equity shares are classified as equity
instruments.

The company has single class of equity shares having face value of Rs. 100 per share. Every member holding
equity shares therein shall have voting rights in proportion to the member’s share of the paid-up equity share
capital.

2.5.9 Reserves
The company has not created any specific reserves besides retained earnings which represents the net profit
earned net of any distributions to shareholders. The following describe the nature and purpose of each reserve
within Equity.

Reserve Description and Purpose
Retained Earnings Net profit for each year is added to this reserve. Company uses this
to provide dividend to its shareholders.

2.5.10 Borrowing costs
Borrowing costs are interest and other costs incurred in connection with the borrowing of funds. Borrowing cost
are charged to statement of profit or loss as there are no qualifying assets in the current fiscal year.

2.5.11 Employee Benefits
Employee benefits of the company comprise of short term benefits such as salary and allowances. These benefits
are provided as per the policy of the Company. The company has set as side 8.33 % for gratuity as retirement
benifut, however has bnot deposited in any fund till date.
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Barahi Hydropower Public Ltd.
Significant Accounting Policies and Notes to Accounts

2.5.12 Taxation (including deferred taxes)
Although the company has started commercial operation, the company is entitled Tax holiday for certain years
from commencement of commercial operation as provisiond in Income Tax Act 2058, hence there is no tax
liability to the company in the current fiscal year.

Deferred tax assets have not been recognized as management estimates that it is not probable that future taxable
profit will be available against which unused tax losses can be utilized due to tax holiday. Further since the
company is currently enjoying tax holiday and will enjoy 50% rebate on income tax rate for certain years
thereafter, the calculations of deferred taxes will be impracticable or highly complex. NAS 12 Income Taxes
does not require or permit the disounting of deferred tax assets and liabilities. So, the management is of the view
that such deferred taxes calculations may not be practical due to the current tax holiday.

2.5.13 Trade and other payables
Trade and other payables are stated at their transaction cost.

2.5.14 Provisions
The company applies NAS 37 Provisions, Contingent Liabilities and Contingent Assets in accounting for non-
financial liabilities. Provisions are recognized for present obligations arising as consequences of past events
where it is more likely than not that a transfer of economic benefit will be necessary to settle the obligation,
which can be reliably estimated. Provision is made for the anticipated costs when an obligation exists.

2.5.15 Revenue
Revenue is recognized only when it is probable that the future economic benefits will flow to the company and
that revenue and associated costs incurred or to be incurred can be reliably measured.

Revenue from sale of electricity is recognized at the time of issuing invoice to Nepal Electricity Authority (NEA)
as per the Power Purchase Agreement (PPA) held in between Nepal Electricity Authority and the Company.

2.5.16 Other Income
Income other than sale of electricity is accounted on accrual basis to the extent practical. When the income
cannot be accounted for accrual basis, such are accounted for on cash basis.

2.5.17 Expenses
Expenses are accounted on accrual basis where there are reasonable basis to estimate the obligation and
rationality of such obligation, except for such cases where due to the nature of the transaction, has to be
accounted for on cash basis. SPO
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Barahi Hydropower Public Ltd.
Significant Accounting Policies and Notes to Accounts

Operating lease payments
A lease is classified at the inception date as a finance lease or an operating lease. The company has determined
whether the arrangement contain lease on the basis of facts and circumstances on the date of transition.

The company has not entered into finance lease during the current fiscal year.

The company has entered into operating lease arrangement for its registered office. The lease rental based on the
lease agreement is booked as operating lease expenses, which the company believes is more representative than
the straight line method, in line with para 33 of NAS 17 Leases.

Royalty

The company has booked royalty expense of Rs. 647,177 payable to Government of Nepal as per the provisions
of Electricity Act and Regulation which is as follows;

Payable at the end of year remains amount of Rs. 186,618.16.

Royalty Based On Rate Fiscal year 2080/81
Installed Capacity Rs 100 per KW 150,000
Revenue from Sale of Electricity 2% 497,177
Total Royalty 647,177
Rebate

The company has booked rebate expenses of Rs. 72,199.90 payable to Government of Nepal as per the Clause-
13 of Power Purchase Agreement with Nepal Electricity Authority.

Staff Bonus
Staff Bonus has not been computed owing to the loss noted in the current year.

2.5.18 Current and non-current classification
Current Assets are expected to be realized within the normal operating cycle of the company or within twelve
months after the reporting period or are intended for sale or consumption within the normal operating cycle of
the company or are held primarily for the purpose of trading or are cash and cash equivalents. All other assets are
classified as Non-current Assets.

Current Liabilities are expected to be settled in the company’s normal operating cycle or are primarily held for
trading or are due to be settled within a period of twelve months after the reporting period. All other liabilities
are classified as non- current liabilities.
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Barahi Hydropower Public Ltd.
Significant Accounting Policies and Notes to Accounts

2.6 Earning Per Share

Basic earnings per share is calculated by dividing the total profit or loss attributable to equity shareholders.
Diluted earnings per share is calculated by dividing the profit or loss attributable to equity shareholders by
weighted average number of equity shares for the effects of all dilutive potential equity shares. If the number of
ordinary or potential ordinary shares outstanding increases as a result of a capitalization, bonus issue or share
split, or decreases as a result of a reverse share split, the calculation of basic and diluted earnings per share for

all periods presented is adjusted retrospectively.

Particular FY 2080/81
Basic Earning Per Share

Profit for the year (19,321,248)
Number of shares (Weighted Average) 2,500,000
Basic Earning Per Share (Rs.) (7.73)
Diluted Earning Per Share

Profit for the year (19,321,248)
Number of shares 2,500,000
Diluted Earning Per Share (Rs.) (7.73)

FY 2079/80

(20,934,093)
2,150,000
(24.11)

(20,934.,093)
2,150,000
(24.11)
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Barahi Hydropower Public Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2081 (15 July 2024)

3.2 Intangible Assets

Particular Service Concession Tally Software Total
Arrangement

Cost

Balance at 31.03.2080 385,336,801 35,030 385,371,831
Additions 1,039,600 1,039,600
Adjustments -
Disposals -
Balance at 31.03.2081 386,376,401 35,030 386,411,431
Amortization and impairment losses . -
Balance at 31.03.2080 66,537,040 35,030 66,572,070
Charge for the year 12,540,429 - 12,540,429
Charge for the year on the revalued amount 685,860 - 685,860
Disposals - -
Balance at 31.03.2081 79,763,328 35,030 79,798,358
Carrying amount -
At 31.03.2080 318,799,761 - 318,799,761
At 31.03.2081 306,613,072 - 306,613,072

Under NFRS, PPE related to hydro power plant has been considered as service concession arrangments in line with IFRIC
12 and shown as intangible assets in the statement of financial position in line with intangible assets model of IFRIC 12,
Such intangible assets are amortized on SLM basis for the period as per the PPA. Breakdown of the respective PPE is
given below:

Particular 31 Ashad, 2081 31 Ashad, 2080

Transmission Line Costs 7,436,002 7,748,952
Civil Construction Costs 168,737,612 175,840,186
Hydro Mechanical Costs 51,742,184 54,198,600
Electro Mechanical Costs 48,351,397 49,346,761
Land & Development Costs 30,345,877 31,665,263
Total 306,613,072 318,799,761

Amortization has been carried out on land under the project assets in line with IFRIC 12 based on the remaining period as
per the PPA. Also, the land under the project assets was revalued on 2077.02.28 (w.e.f. FY 2077/78) with corresponding
effect on the revaluation reserve(Notes 3.9) with initail amount of Rs.18,518,220 and remains Rs.15,774,780 in this fiscal
year after charging amortization on such revalued portion of Rs. 685,860 yearly directly to the revaluation reserve.
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Barahi Hydropower Public Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2081 (15 July 2024)

3.3 Investments

Particular 31 Ashad, 2081 31 Ashad, 2080

Investment in Simkosh Hydropower Pvt. Ltd. 1,222,000 1,222,000
Total 1,222,000 1,222,000

3.4 Inventory

Particular 31 Ashad, 2081 31 Ashad, 2080

Inventory 9,446,373 9,383,335
Total 9,446,373 9,383,335

Inventories are the spare parts kept in site office which are physically verified and certified

by management.

3.5 Trade and Other Receivables

Particular

31 Ashad, 2081

31 Ashad, 2080

Trade Receivables 16,850,017 20,977,867
Other Receivables 14,466,387 14,536,387
Deposits - 55,000
Margin 391,794 391,794
Retention By Bank 1,360,779 1,360,779
Receivable from Shareholders - 294,701
Less: allowance for impairment -
Net Trade Receivables 33,068,977 37,616,528
Receivables from Related Parties -
Total Other Receivables -
Total 33,068,977 37,616,528

The fair values of trade and other receivables are not materially different to their carrying
values. Trade receivable is non-interest bearing and major receivable refer to the receivable
balance from Nepal Electricity Authority (NEA). Receivable from Nepal Electricity
Authority includes penalty amount deducted by NEA for Short supply of energy. The
management has considered such deductions from NEA to be against PPA and license
conditions By-laws 2076 issued by Electricity Regulatory Commission. Clause 6 of the By
laws mentions that if any clause of the PPA contradicts this By law, this By law shall prevail.
As per Anusuchi 5 (related to By law clause 8 (2)) states that for projects below 10 MW, the
purchaser of electricity cannot charge penalty to the seller of the electricity based on
availability declaration. The By laws also mention that this clause will be applicable to the
projects under operations as well. Hence, the penalty charge has been disclosed under
receivable from NEA.
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Barahi Hydropower Public Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2081 (15 July 2024)

Other receivable of Rs. 14,466,387 is receivable from insurance for the claim of "loss of
profit", "Machinery Breakdown" & "Property Damage" out of which receivable of
Rs.12,034,252 has been booked against "provision for insurance receivable" Shown in notes
3.14 and remaining balance of Rs.2,432,135 was previously booked against "Income
Statement".

Insurance company has denied to make payment of such amount so company has decide to
sue the Insurance company through BoD Meeting No. 4-10 held on 2081/02/23 to recover
such amount.

Company has written off receivable amount of Rs. 70,000 from "Rastriya Bima Santhan"
against insurance claim according to decision of BoD Meeting No. 4-10 held on 2081/02/23.

As per the Clause 10.1 (Annex-3) of Power Purchase Agreement with Nepal Electricity
Autority, anually in excess of 144 hours of loss generation from force outage will only be
compensated by NEA. The company has booked such 144 hours loss of generation amount
as income against "Trade Receivable”. Total amount which falls under 144 hours loss of
generation booked as "Trade Receivable" upto 2079.80 is Rs.37,54,347 out of which
Rs.820,055 belongs to year 2079.80 which has been re-estaed in " Income Statement” & "
Statement of Financial Position " in respective line items. Balance receivable amount of Rs.
2,934,292 belongs to years earlier than 2079.80 has written off against " Retained Earning"
in this FY.

Deposits are made on "Nepal Telecome Authority" & "Khusi Almunium" of Rs. 5,000 &
50,000 respectively, but company has no any confirmation and eveidence to claim such
amount so company has written off such amount against " Income Statement" according to
decision of BoD Meeting No. 4-10 held on 2081/02/23.

Major Receivable is from Nepal Electricity Authority Amounting Rs.16,850,017 and balance
confirmation from Nepal Electricity Authority for "Trade Receivable" has not been obtained.
Further balance confirmation or evedence supporting "Retention by Bank" & "Margin"
amount has not been obtained.

"Margin", "Retention by Bank" & "Receivable from Shareholders" previously included into
""Advance, Prepaid & deposits" has been reclassified into "Trade & Other Receivable".
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Barahi Hydropower Public Ltd.

Notes to Financial Statements

For the year ended 31 Ashad 2081 (15 July 2024)

3.6 Other Current Assets

Particular 31 Ashad, 2081 31 Ashad, 2080
Advance to Employees : 319,698 319,698
Advance to Others 9,750,346 9,561,361
Advance to Shareholders 294,701 -
Advance To Simkosh 13,683,735 11,724,164
Prepaid Expenses 37,703 1,132,036
Advance Tax 74,112 70,308
Total 24,160,294 22,807,568

The fair values of advances are not materially different to their carrying values. Advances
are non-interest bearing and refer to the advances for office expenses, site expenses and
advances to suppliers and contractors. Confirmations from suppliers and contractors are in

process of being obtained.

3.7 Cash and Cash Equivalent

Particular 31 Ashad, 2081 31 Ashad, 2080

Cash in Hand - -

Balances with Bank 19,851 2,490,827
Total 19,851 2,490,827

O )
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Barahi Hydropower Public Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2081 (15 July 2024)

3.8 Share Capital
Particular 31 Ashad, 2081 31 Ashad, 2080
Authorized Share Capital 750,000,000 300,000,000
(7,500.000 Shares @ 100/- each ) .
Issued Share Capital 500,000,000 250,000,000
(5,000,000 Shares @ 100/- each )
Paid up Capital 250,000,000 250,000,000
(2,500,000 Shares @ 100/- each )

Total 250,000,000 250,000,000

The company has single class of equity shares having face value of Rs. 100 per share. Every
member holding equity shares therein shall have voting rights in proportion to the member’s
share of the paid up equity share capital. The paid up capital has been updated with the Office
of Company Registrar.

Company has increased the "Authorized Share Capital" & "Issued Share Capital" to
750,000,000 & 500,000,000 in this FY'..

Reconciliation of no. of shares outstanding

Particular 31 Ashad, 2081 31 Ashad, 2080
Balance at the beginning of the year 2,500,000 1,800,000
Add: Issue of paid up shares 700,000
Add: Bonus shares -
Balance at the end of the year 2,500,000 2,500,000

3.9 Reserves

Particular 31 Ashad, 2081 31 Ashad, 2080
Retained Earnings (133,865,021) (123,215,072)
Shares to be issued -
Revaluation Reserve 15,774,780 16,460,640
Capital Reserve 20,922 14,645
Total (118,069,319) (106,739,787)

Retained Earning are adjusted with the written off balances, which are disclosed in respective
notes
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Barahi Hydropower Public Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2081 (15 July 2024)

3.10 Loans and Borrowings

Particular 31 Ashad, 2081 31 Ashad, 2080

Non Current .

Term loans 188,042,213 190,873,230
Total 188,042,213 190,873,230

Current

Current portion of term loans 4,169,600 2,020,000

Short Term & other Loans 6,513,851 7,472,762
Total 10,683,451 9,492,762

The company has entered into arrangement for term loans and short term loan with
commercial banks which is secured by charge by way of hypothecation of land, building,
plant and machinery of the project. All these assets are classified as Intangible Assets under
Service Concession Arrangement. Short and other loans include unsecured loans.

CR Y
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Barahi Hydropower Public Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2081 (15 July 2024)

3.11 Trade and Other Payables

Particular 31 Ashad, 2081 31 Ashad, 2080
Other Payables 25,193,773 29,579,157
Advance received from shareholders : 3,950,538 4,686,007
Duties & Taxes
SST on Salary 7,496 606
TDS on Audit Fee 1,500 1,500
TDS on Meeting Fee 17,250 -
TDS on Office Rent 20,004 18,659
TDS Others 31,986 3,204
Royalty Payable
Royalty on capacity 150,000 150,000
Royalty on revenue 36,618 65,906
Total 29,409,165 34,505,038

Trade and other payable are non-interest bearing in nature. These include balances
payable to bank for interest, suppliers, contractors and related parties. Confirmations from
such parties are in process of being obtained. Major Payable to bank for interest constitute
Rs. 24,509,750.82.

During the year company has written off following payable balances according to
decision of BoD Meeting No. 4-10 held on 2081/02/23.

Company has obtained balance confirmation from parties while written off balances,
except for the "Meeting Fee Payable".

Party Name Amount (Rs.)
RunHydro Engineers Pvt. Ltd. 72,078
Greenleaf Associates Pvt. Ltd. 27,000
A One Photocopy & print Service Pvt. Ltd. 409
G4 Security Services Nepal 116,051
Meeting Fee Payable 15,300
Asia Pacific Power-EM 11,491,210
Total 11,722,047

3.12 Current Tax Assets/Income Tax Liability

Particular 31 Ashad, 2081 31 Ashad, 2080

Advance Income Tax

Income Tax Liability -
Total - -

Currently the company enjoys tax holiday under section 11 of Income Tax Act 2058 and

accordingly there is no income tax liability to the company nor has it deposited any

advance income tax. @/
y
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3.13 Employee Benefits Payable

Particular 31 Ashad, 2081 31 Ashad, 2080
Salary Payable 716,633 685,642
Provident Fund Payable 1,464,379 1,285,863
Other employee benefits payables 573,191 459,730

Total 2,754,203 2,431,235

Company has deducted 8.33% gratuity amount but has not been deposited into any
retirement fund. Also company has deducted provident fund amount but has not been
deposited in Employee Provident Fund yet.

3.14 Provisions

Particular 31 Ashad, 2081 31 Ashad, 2080
Provision for Receivable of Premier 12,034,252 12,034,252
Insurance Co.

Total 12,034,252 12,034,252

W0 A
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Barahi Hydropower Public Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2081 (15 July 2024)

3.15 Revenue from operations

Particular FY 2080-81 FY 2079-80
Electricity Sale to NEA 24,893,325 25,508,491
Income from Forced Outage ' 270,814 695,738

Total 25,164,139 26,204,229

3.16 Other Income

Particular FY 2080-81 FY 2079-80
Interest on cash and cash equivalent 25,357 115,522
Insurance Claim - 558.300
Others - 1,497,288

Total 25,357 2,171,111

3.17 Operating Expenses

Particular FY 2080-81 FY 2079-80
Internal Consumption at Project Site 34,452 40,913
Insurance 1,132,036 1,160,575
Lubricant Expenses 552,433 184,144
Repair and Maintenance 67,572 -
Royalty 647,177 656,049
Site Office Expenses 49,305 120,008
Salaries and other Employee Costs 3,179,518 2,890,479
Wages Expenses 47,700 -
Total 5,710,194 5,052,168
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Barahi Hydropower Public Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2081 (15 July 2024)

3.18 Administrative Expenses

Particular FY 2080-81 FY 2079-80
Advertisement 83,492 76,660
Annual General Meeting Expenses 197,990 190,157
Audit Fee 113,000 113,000
Bank Charge 5,538 4,950
Consultant Expenses - 56,500
Communication (Telephone and Internet) 74,804 26,505
Donation Expenses 25,000 -
Electricity and water 50,854.80 1,475
IPO Expenses - 3,910,392
Loan Processing Fee 11,250.00 -
Medical Insurance 28,777.75 -
Meeting Allowances 115,000.00 119,500
Miscellaneous Expenses 524.00 12,634
Office Expenses 32,762.00 11,640
Office Lunch Expenses - 7,533
Office Rent Expenses 200,004.00 186,559
Parking Expenses 325.00 642
Fines and penalties - -
Printing & Stationery 24,960.00 17,466
Rebate Expenses 72,199.90
Refreshment Expenses 176,034.00 2,712
Registration & Renewal Expenses 294,500.00 20,400
Repair and maintenance Expenses - 25,456
Registrar to The Shares (RTS) Charge 80,000.00 -
Right Issue Expenses 345,000.00 -
Salary Expenses 175,857.83 -
Surveillance Fees 192,665.00 -
TADA Expenses 25,691.00 45,200
Transportation Expenses 80,782.00 44,200
Total 2,407,011 4,873,581
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Barahi Hydropower Public Ltd.
Notes to Financial Statements
For the year ended 31 Ashad 2081 (15 July 2024)

3.19 Finance Costs

Particular FY 2080-81 FY 2079-80
Interest on loans 22,873,266 26,026,165
Penal Interests 948,626 735,332
Total - 23,821,891 26,761,497

3.20 Segment Reporting

The management evaluates the company's performance and allocates resources based on the
analysis of various performance indicators, however the company is primarily engaged in only
one segment, i.e., "Generation and sale of electricity" and that all its operations are in Nepal.
Hence the company does not have any reportable segments as per NFRS 8 "Operating
Segments".

3.21 Contingencies
There is no contingent liability as at the reporting date.

3.22 Related Parties

The company has opening payable balance of Rs. 4,686,007.00, during the year amount of Rs.
757,569.00 has been settled and remains payable balance of Rs. 3,928,438.00 to Mr. Surya
Prasad Adhikari, who was CEO of the company up to Chaitra end, 2080 and remains
shareholder thereafter.

The company has opening receivable balance of Rs. 294,701.00 from Mr. Ramchandra
Adhikari which remains same at the end of FY; who is shareholder of the company.

Company has invested amount of Rs. 1,222,000.00 in "Simkosh HydroPower Pvt. Ltd.";
which constitute 5% of paid of capital. However, company has commited to invest 51% on
"Simkosh Hydropower Pvt. Ltd.". The company has incurred expenses on behalf of "Simkosh
HydroPower Pvt. Ltd." for salary, rent, PPA, License & other necessary expenses of
Rs.1,959,571.00 during the year. Total expenses made on behalf of " Simkosh Hydropower
Pvt,. Ltd." till date is Rs. 13,683,735.00 which has been shown under "Other Current Assets"
(Notes 3.6)

3.23 Events after the reporting period
There are no events after the reporting period requiring adjustment in the financial statements
except as already disclosed in preceeding paragraphs.

3.24 Regrouping
Figures have been regrouped and rearranged where necessary.
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.Y AETSATEEH fqa<ut

3IA AT AATIIA AT (9.4 7AT)

The Theule Khola Hydroelectric Project, 1.5 MW is a Run-off-River (ROR) Project, with
an installed capacity of 1.5 MW. The project site is located at Kushmishera, Binamare and
Sarkuwa VDC (Now Jaimini Nagar Palika) of Baglung District, Dhaulagiri Zone. The project site
is connected with all season black topped road, which is about 20 km from Baglung (65 km is

black top road which connects Pokhara and Baglung).

e @ St ST (3% )

The project is being developed by Simkosh Hydropower Pvt. Ltd. The project area lies in
the Dhaulagiri Rural Municipality in Myagdi district of Nepal, 218 km west of Kathmandu. The
proposed Simkosh Khola Hydroelectric Project has been planned as a simple Peaking (4 hr)
Run-of the-River(PRoR) type project. It has an installed capacity of 3.45 MW. The RCOD of the
project is on 2083-11-07.

Tecl I GIAT TATAA AT (0.4 A.AT)

The Lower Theule Khola Hydroelectric Project is a Run-off-River (ROR) Project proposed
to be cascaded with Theule Khola Hydroelectric Project, 1.5 MW, with an installed capacity of
0.51 MW. The site is accessible by road and is about 85 km from Pokhara Sub-Metropolitan
City. At Present the proposed project site is connected with all season black topped road, which
is about 20 km from Baglung (65 km is black top road which connects Pokhara and Baglung).
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