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Regd. No. 751
PAN 108482340

INDEPENDENT AUDITOR’S REPORT

To the Shareholders of,

Upper Hewa Khola Hydropower Company Limited,
Kathmandu, Nepal

Report on the Audit of Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Upper Hewa Khola
Hydropower Company Limited, (referred to as the "Company"), which comprise the consolidated
Statement of Financial Position as at 32 Ashad 2082, [July 16, 2025], consolidated Statement of Profit or
Loss, consolidated statement of Other Comprehensive Income, consolidated Statement of Changes in
the Equity, consolidated Statement of Cash Flows for the year then ended and notes to the consolidated
financial statements including a Summary of Significant Accounting Policies and Other Explanatory Notes.

In our opinion, the accompanying financial statements of the company present fairly, in all material
aspects, the consolidated financial position of the Group as at 32 Ashad, 2082, (July 16, 2025), and its
consolidated financial performance, its consolidated cash flows for the year then ended, in accordance
with Nepal Financial Reporting Standards (NFRS).

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities
under those Standards are further described in the Auditor's Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. Further, we have fulfilled our ethical
responsibilities in accordance with the Code of Ethics implemented by the Institute of Chartered
Accountants of Nepal. We believe that the audit evidence we have obtained are sufficient and appropriate
to provide a basis for our audit opinion on the consolidated financial statements.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the financial year ended 32 Ashadh, 2082. These matters
were addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. For each matter
below, our description of how our audit addressed the matter is provided in that context. We have
determined the matters described below to be the key audit matters to be communicated in our report.
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Key Audit Matters How our Audit Addressed the Key Audit
Matters.

. Acquisition of Subsidiary and Recognition of ' ® Assessed whether the transaction met

Bargain Purchase Gain the definition of a business combination
and whether the Company obtained

During the year (3 Ashwin 2081), the control in accordance with NFRS 10 —

Company acquired 60.6% shareholding in a Consolidated Financial Statements.

- subsidiary (Matribhumi Hydropower e Examined the share purchase
Development Company Pvt. Ltd.) for a agreement and other supporting
purchase consideration of NPR 5 crore, documents to verify the purchase
thereby obtaining control over the acquiree. consideration and acquisition date.

The identifiable net assets acquired e Evaluated management’s identification

. amounted to NPR 91,707,487. The Non- of assets acquired and liabilities
Controlling Interest (NCI) was measured assumed and assessed the basis used

| using the proportionate share method, for determining their fair values.

- amounting to NPR 36,132,750. As a result, e Verified the calculation of Non-
the Company recognised a gain on bargain Controlling Interest using the
purchase of NPR 5,574,737, which has been proportionate share method and
recognised in the Statement of Profit or Loss checked mathematical accuracy.
in accordance with NFRS 3 - Business e Reassessed whether management had
Combinations. appropriately reviewed all assets

acquired and liabilities assumed before
The accounting for business combinations recognising the bargain purchase gain,
involves significant judgement, particularly as required by NFRS 3.
in the identification and fair valuation of e Verified that the bargain purchase gain
assets acquired and liabilities assumed, was correctly recognised in the
measurement of NCI, and determination of Statement of Profit or Loss in
bargain purchase gain. Given the material accordance with NFRS 3.
impacton profit and the degree of judgement e Evaluated the adequacy and

. involved, this matter was considered to be of completeness of related disclosures in
most significance in our audit and was the financial statements in accordance
therefore identified as a Key Audit Matter. with NFRS 3 and NAS.

Application of Amortised Cost Method and e Obtained an understanding of the
Determination of Effective Interest Rate Company’s accounting treatment of

borrowings * and the rationale for
Due to the impracticability of determining applying the amortised cost method
the effective interest rate at initial prospectively.
recognition of certain borrowings, the e Reviewed historical records and noted
Company has applied the amortised cost that the upfront fee related to the
method prospectively from the current borrowing had been charged to the
financial year. Accordingly, interest expense Statement of Profit or Loss in the
has been recognised in the Statement of financial year 2076/77 and that the
Profit or Loss using the effective interest rate effective interest rate (EIR) had not been
method, which in this case is assumed to be determined at initial recognition.

: 1
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‘the contractual bank interest rate, as e Evaluated management’s assessment
management determined that there was no that retrospective calculation of the

. impact of upfront fees or transaction costs. effective interest rate was

‘ impracticable, considering the absence
of complete historical data required to

1 | reconstruct the amortised cost.

‘ ‘e Verified that the opening balance of the

F loan at the beginning of the current
financial year 81/82 was appropriately
considered as the opening amortised

| cost of the borrowing.

‘o Examined the loan agreements to

i assess whether the contractual bank
interest rate approximates the effective
interest rate, and verified
management’s conclusion that there
was no remaining impact of upfront fees
or transaction costs on the loan

| balance.

‘e Tested the interest expense recognised
during the year to confirm that it was
calculated using the contractual bank
interest rate, applied as the effective

. interestrate.

‘e Assessed the adequacy and

' appropriateness of disclosures relating
to the significant accounting judgement
applied in determining impracticability
and the prospective application of the
amortised cost method.

Responsibility of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated Financial
Statements in accordance with NFRSs, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error. In preparing the consolidated financial statements,
management is responsible for assessing the Group’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 Group or to cease operations, or has no realistic alternative
butto do so. The Board of Directors are responsible for overseeing the Group's financial reporting process.
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Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 as high level of assurance, but is not a
guarantee that an audit conducted in accordance with NSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

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

* Identify and assess the risks of material misstatement of the consolidated 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 a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

* Obtain an understanding of internal control relevant to the audit 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 the Group's internal control.

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

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

* Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit. We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding independence, and to communicate
with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards. From the matters communicated with those
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charged with governance, we determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor's report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on.Other Legal and Regulatory Requirements

1

2.

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

Proper books of accounts as required by law have been kept by the Group as far as appears from our
examination of such book

Statement of Financial Position as at Ashad 32, 2082 [corresponding to July 16, 2025), the Statement
of Profit and Loss and Statement of Changes in Equity and Statement of Cash Flow for the year then
ended are in agreement with the books of accounts maintained by the Group:

The business of the Group has been conducted satisfactorily, and

To the best of our knowledge and in accordance with explanations given to us and from our
examination of the books of accounts of the Group necessary for the purpose of our audit, we have not
come across cases where the Board of Directors, representative or any employee of the Group has
acted contrary to the provisions of law, or committed any misappropriation or caused loss or damage
to the Group deliberately.

For A. Pokhrel & Associates
Chartered Accountants

l}g&/} .
Aashish Pakhrel, F!

Proprietor
Date: 4" Poush 208

Place: Kathmandu, Nepal

UDIN: 251221CA012182bzJX
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Upper Hewa Khola Hydropower Company Ltd.
Statement of Financial Position
As on 32nd Ashadh, 2082

Company Group
Figures in NPR (Restated) Figures in NPR
Particulars Note As at 32nd As at 31st As At 32nd As at 31st
Ashadh 2082 Ashadh 2081 Ashad 2082 Ashadh 2081
ASSETS
Non-Current Assets
Property, Plant and Equipment 4.1 5,328,817 5,863,164 5,360,105 5,863,164
Intangible Assets 4.2 1,415311,114 1,400,758,961 1,478,205,480 1,400,758,961
Non-Current Financial Assets 8,100,000
Right of Use Assets 43 - - -
Deferred Tax Assets 4.4 - - -
Total Non-Current Assets 1,420,639,931 1,406,622,125 1,491,665,585 1,406,622,125
Current Assets
Trade and Other Receivables 4.5 49,512,663 34,283,881 49,512,663 34,283,881
Prepayments, Deposits and Margins 4.6 5,648,186 6,332,220 5,648,186 6,332,220
Other Current Financial Assets 4.7 918,833 72,356,840 58,048,798 72,356,840
Cash and Cash Equivalents 4.8 24,571,934 15,650,006 41,161,819 15,650,006
Total Current Assets 80,651,616 128,622,948 154,371,466 128,622,948
Investment
Investment in Hydropower 4.9 50,000,000
Total Assets 1,551,291,547 1,535,245,073 1,646,037,051 1,535,245,073
EQUITY AND LIABILITIES
Equity
Issued Share Capital 4.10 500,000,000 500,000,000 500,000,000 500,000,000
Retained Earnings 81,806,858 9,831,553 87,481,170 9,831,553
Total equity 581,806,858 509,831,553 587,481,170 509,831,553
Non Controlling Interest 36,197,491
Calls in Advance of NCI 58,550,000
Total NCI 94,747,491
Liabilities
Non-Current Liabilities
Financial Liabilities 4.11 883,379,609 833,173,033 883,689,646 833,173,033
Lease Liability 43 - - -
Deferred tax liabilities - - -
Total Non-Current Liabilities 883,379,609 833,173,033 883,689,646 833,173,033
Current Liabilities
Trade and Other Payables 4.12 20,524,165 20,616,711 14,537,828 20,616,711
Financial Liabilities 4.13 65,580,915 171,124,630 65,580,915 171,124,630
Current Tax Liability 4.7.1 - 499,147 499,147
Lease Liability 43 - -
Total Current Liabilities 86,105,080 192,240,488 80,118,743 192,240,488
Total Liabilities 969,484,690 1,025,413,521 963,808,390 1,025,413,521
Total Equity and Liabilities 1,551,291,547 1,535,245,073 1,646,037,051 1,535,245,073
Cheef Bahadur Thapa ~ Sher Bahadur Karkee Nisha K.C. Roshani Poudyal Dipak Sapkota Aashish Pokhrel, FCA
Chairman Independent Director Managing Director Director Director For and On Behalf of
A. Pokhrel and Associates
Chartered Accountants
Bhuwaneshwar Adhikari Khatri Indra Prasad Lamichhane Sanjeeb Basnet
Director Director Finance Head

Place: Kathmandu, Nepal
Date: Poush 04, 2082
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Upper Hewa Khola Hydropower Company Ltd.
Statement of Profit or Loss
For the year ended 32nd Ashadh, 2082

Company Group
Figures in NPR (Restated) Figures in NPR
Particulars Note FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
Continuing operations
Revenue from contracts with customers 4.14 227,662,715 72,282,409 227,662,715 72,282,409
Total Revenue 227,662,715 72,282,409 227,662,715 72,282,409
Cost of Sales 4.15 (60,359,332) (49,144,651) (60,359,332) (49,144,651)
Total Operating Expenses (60,359,332) (49,144,651) (60,359,332) (49,144,651)
Gross Profit 167,303,382 23,137,758 167,303,382 23,137,758
Depreciation Expenses 4.1&42 (618,412) (656,228) (621,098) (656,228)
Administrative Expenses 4.17 (22,816,674) (13,817,127) (23,202,232) (13,817,127)
Other Operating Expenses 4.18 (245,106) (245,106)
Operating Profit 143,868,296 8,419,297 143,480,052 8,419,297
Finance Cost 4.19 (69,793,350) (109,339,325) (69,793,350) (109,339,325)
Other Income 4.16 59,618 1,177,596 6,186,917 1,177,596
Other Non-Operating Income 4.20 - 104,531,500 104,531,500
Profit before Tax and Bonus 74,134,564 4,789,068 79,873,618 4,789,068
Provision for Employee Bonus (1,439,506) (107,622) (1,439,506) (107,622)
Provision for CSR (719,753) (719,753) -
Profit before tax from Continuing Operations 71,975,305 4,681,446 77,714,359 4,681,446
Income tax expense
Current Tax 421 - (294,399) - (294,399)
Deferred Tax -
Net Profit for the year 71,975,305 4,387,047 77,714,359 4,387,047
Discontinued Operations
Profit/(Loss) after tax for the year from
discontinued operations
Profit for the year 71,975,305 4,387,047 77,714,359 4,387,047
Profit Attributable to
NCI 64,741
Retained Earning 77,649,618
Earnings per Share
Basic Earnings per Share 14.40 0.88 15.54 0.88
Diluted Earnings per Share 14.40 0.88 15.54 0.88
Cheef Bahadur Thapa  Sher Bahadur Karkee Nisha K.C. Roshani Poudyal Dipak Sapkota Aashish Pokhrel, FCA
Chairman Independent Director Managing Director Director Director For and On Behalf of

A. Pokhrel and Associates
Chartered Accountants

Bhuwaneshwar Adhikari Khatri Indra Prasad Lamichhane Sanjeeb Basnet
Director Director Finance Head
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Upper Hewakhola Hydropower Company Ltd.

Upper Hewa Khola Hydropower Company Ltd.

Statement of Comprehensive Income

For the year ended 32nd Ashadh, 2082

Company

Group

Particular

FY 2081/82

FY 2080/81

FY 2081/82 FY 2080/81

Profit for the year

Other Comprehensive Income, net of income tax

Other comprehensive income that may be reclassified to profit or

loss in subsequent periods(net of tax)
Gains/(losses) on cash flow hedge
Exchange difference on translation of financial
operation

Income tax relating to above items

assets of foreign

Net other comprehensive income that will may be reclassified to

profit or loss

Other comprehensive income that will not be reclassified to

profit or loss in subsequent periods (net of tax)

Gains/(losses) on equity instruments measured at FVTOCI

Gains/(losses) on revaluation of property, plant

and equipment

Actuarial gains/(losses) on defined benefit plans

Income tax relating to above items
Net other comprehensive income that will not be
profit or loss

reclassified to

Other Comprehensive Income for the year, Net of Income Tax

71,975,305

4,387,047

77,649,618 4,387,047

Total Comprehensive Income for the Year

71,975,305

4,387,047

77,649,618 4,387,047

Cheef Bahadur Thapa
Chairman

Sher Bahadur Karkee
Independent Director

Nisha K.C.
Managing Director

Roshani Poudyal
Director

Dipak Sapkota
Director

Aashish Pokhrel, FCA
For and On Behalf of

A. Pokhrel and Associates
Chartered Accountants

Bhuwaneshwar Adhikari Khatri ~ Indra Prasad Lamichhane Sanjeeb Basnet
Director Director Finance Head
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Upper Hewa Khola Hydropower Company Ltd.
Statement of Cash Flows
For the year ended 32nd Ashadh, 2082

Company Group
Figures in NPR Figures in NPR
Particulars FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 71,975,305 4,681,446 77,714,359 4,681,446
Adjustments:
Gain In bargain Purchase (Non cash item) (5,574,737) -
Depreciation/Amortisation 55,504,290 47,160,843 55,506,976 47,160,843
Finance Cost 69,793,350 109,339,325 69,793,350 109,339,325
Provision for Employee Bonus 1,439,506 107,622 1,439,506 107,622
Interest Income (59,618) (1,177,596) (6,186,917) (1,177,596)
Cash Flow before working capital changes 198,652,834 160,111,640 192,692,538 160,111,640
Working Capital Adjustments:
(Increase)/Decrease in Trade Receivables (15,228,782) 90,400,190 (15,228,782) 90,400,190
(Increase)/Decrease in Prepayments, Deposits and Margin 684,035 92,740,997 684,035 92,740,997
(Increase)/Decrease in Other Current Financial Assets 71,438,007 (46,050,131) 56,838,949 (46,050,131)
Increase/(Decrease) in Trade and Other Payables (107,574,913) 79,344,071 (117,168,726) 79,344,071
Cash Flow after working capital changes 147,971,180 376,546,767 117,818,013 376,546,767
Income Tax Paid -
Net Cash Flow from Operating Activities 147,971,180 376,546,767 117,818,013 376,546,767
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Property, Plant and Equipment (84,0606) (423,945) (109,166) (423,945)
- 49,662 49,662

Sale of Property, Plant and Equipment
Purchase of Intangible Assets

(69,438,032)

(213,365,354)

(100,620,381)

(213,365,354)

Investment in hydropower (50,000,000)

Investment in Fixed Deposit

Interest, Dividend and Other Income Received 59,618 1,177,596 6,186,917 1,177,596

Net Cash Flow from Investing Activities (119,462,479) (212,562,041) (94,542,630) (212,562,041)
CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from Issue of Shares net of issue expenses - - -

Receipt/(Repayment) of Financial Liabilities 50,206,576 (44,391,577) 47,446,142 (44,391,577)

Interest Paid (69,793,350) (109,339,325) (69,793,350) (109,339,325)

Advance Share Capital 8,500,000

Receipt from Issue of Shares net of issue expenses -

Net Cash Flow from Financing Activities (19,586,774) (153,730,902) (13,847,208) (153,730,902)
Net Increase (Decrease) in Cash and Cash Equivalents 8,921,928 10,253,824 9,428,175 10,253,824
Cash and Cash Equivalents (opening) 15,650,006 5,396,182 31,733,644 5,396,182
Effect of Exchange difference on cash and cash equivalents held - - R
Cash and Cash Equivalents (closing) 24,571,934 15,650,006 41,161,819 15,650,006

Cheef Bahadur Thapa  Sher Bahadur Karkee Nisha K.C. Roshani Poudyal Dipak Sapkota Aashish Pokhrel, FCA
Chairman Independent Director ~ Managing Director Director Director For and On Behalf of

Bhuwaneshwar Adhikari Khatri Indra Prasad Lamichhane
Director Director

Sanjeeb Basnet
Finance Head

A. Pokhrel and Associates
Chartered Accountants
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Upper Hewakhola Hydropower Company Ltd.

Upper Hewa Khola Hydropower Company Ltd.
Statement of Changes in Equity
As at 32nd Ashadh, 2082

Figures in NPR
. NFRS .
Particulars Share Capital Sha're Retal‘ned Adjustment Total Retalfled Total (Group)
Premium Earnings (Company) Earning
Reserve
Balance at Ashadh 31, 2080 500,000,000 - 5495373 - 505,495,373
Comprehensive Income for the year R
Profit for the year 4,387,047 4,387,047
Other Comprehensive Income, Net of Tax - - - -
Gains/(losses) on equity instruments measured at FVTOCI -
Gains/(losses) on revaluation of property, plant and equipment -
Actuarial gains/(losses) on defined benefit plans -
Total Comprehensive Income for the year - - 4,387,047 4,387,047
Transfer to Reserves during the year - - -
Transfer from Reserves during the year (50,867) (50,867)
Expense from the Fund -
Transactions with Owners, directly recognized in Equity -
Balance at Ashadh 31, 2081 500,000,000 - 9,831,553 - 509,831,553 9,831,553 509,831,553

Comprehensive Income for the year - -
Profit for the year 71,975,305 71,975,305 77,649,618 77,649,618
Other Comprehensive Income, Net of Tax - - - - -

Gains/(losses) on equity instruments measured at FVTOCI - -
Gains/(losses) on revaluation of property, plant and equipment - -
Actuarial gains/(losses) on defined benefit plans - -

Total Comprehensive Income for the year - - 71,975,305 71,975,305 87,481,170 87,481,170
Transfer to/from Reserves during the year - - -
Transactions with Owners, directly recognized in Equity - -
Share Issued - -
Share Redemption - -
Dividend to Equity-Holders - -
Cash Dividend Paid - -
Bonus Share Issued - -

Other - -
Balance at Ashadh 32,2082 500,000,000 - 81,806,858 - 581,806,858 87,481,170 587,481,170
Cheef Bahadur Thapa Sher Bahadur Karkee Nisha K.C. Roshani Poudyal Dipak Sapkota Aashish Pokhrel, FCA
Chairman Independent Director Managing Director Director Director For and On Behalf of
A. Pokhrel and Associates
Chartered Accountants
Bhuwaneshwar Adhikari Khatri Indra Prasad Lamichhane Sanjecb Basnet

Director Director Finance Head
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Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082

4.1 Property, Plant and Equipment

Figures in NPR
Land  Building Qfﬁce Fu:l:]i(;ure Vehicles Other Total Ass?ts. of Total
Particulars Equipments Fixtures Assets  (Company) Subsidiary (Group)
Life - 20 6 6 10 5
Cost
Ason 01 Shrawan 2079 - - 255,153 97,095 4,900,600 20,688 5,273,537
Adjustments on transition to NFRS - - - -
Addition during the year
Acquisition - - 19,097 - 3,070,000 105915 3,195,012
Disposal during the year - - - - (685,068) - (685,068)
Adjustment/Revaluation - - - - - - -
Balance as on Ashadh end 2080 - 274,250 97,095 7,285,533 126,603 7,783,481 -
Addition during the Year
Acquisition 73,945 - 350,000 - 423,945
Capitalization -
Disposal during the year - - - - - - -
Adjustment/Revaluation - - - - - - -
Balance as on Ashadh end 2081 - 348,195 97,095 7,635,533 126,603 8,207,426 66,426 8,273,852
Addition during the Year
Acquisition 22,565 61,501 - 84,066 25,100 109,166
Capitalization -
Disposal during the year - - - - - - -
Adjustment/Revaluation - - - - - - -
Balance as on Ashadh end 2082 - 370,760 158,596 7,635,533 126,603 8,291,492 91,526 8,383,018
Depreciation and Impairment
As on 01 Shrawan 2079 - - 63,789 24,274 980,120 3,103 1,071,286
Depreciation charge for the year - 47,841 18,206 692,754 13,229 772,030
Disposals - - - - (155,282) - (155,282)
As on Ashadh end 2080 - - 111,630 42,480 1,517,592 16,332 1,688,033 3,376,067
Depreciation charge for the year - 28,584 9,103 592,137 26,404 656,228
Disposals - - - - -
As on Ashadh end 2081 - - 140,214 51,583 2,109,729 42,736 2,344,261 57,165 2,401,426
Depreciation charge for the year - 29,671 10,888 553,960 23,892 618,412 2,315 620,728
Depreciation charge for the addition of machinery 756 756
Disposals - - - - -
As on Ashadh end 2082 - - 169,885 62,471 2,663,689 66,628 2,962,674 60,237 3,022,910
Net Book Value
As on Ashadh end 2080 - - 162,620 54,615 5,767,941 110,271 6,095,447 -
As on Ashadh end 2081 - - 207,981 45512 5,525,804 83,867 5,863,164 9,261 5,863,164
As on Ashadh end 2082 200,875 96,125 4,971,844 59,975 5,328,818 31,289 5,360,107
affas
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Upper Hewakhola Hydropower Company Ltd.

Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082

Figures in NPR
4.2 Intangible Assets
Intangibles- IFRIC 12 Construction
Particulars Construction Phase of Total
Phase Operation Phase Subsidiary
Cost
Balance as on Ashadh end 2080 - 1,296,765,532 - 1,296,765,532

Addition during the Year
Acquisition - 213,365,354 - 213,365,354
Capitalization - - - -
Disposal during the year - - - -
Adjustment/Revaluation - - -

Balance as on Ashadh end 2081 - 1,510,130,886 29,536,075 1,510,130,886

Addition during the Year

Acquisition - 69,438,032 2,175,942 71,613,973
Acquisition (Post Acquisition of subsidiary) 31,182,349
Capitalization - - - -

Disposal during the year - - - -
Adjustment/Revaluation - - -

Balance as on Ashadh end 2082 - 1,579,568,918 62,894,366 1,581,744,859

Amortisation and Impairment

Balance as on Ashadh end 2080 - 62,867,310 - 62,867,310
Impairment for the year -
Amortisation charge for the year - 46,504,615 46,504,615
Disposals - - -
Adjustment - - -
As on Ashadh end 2081 - 109,371,926 - 109,371,926
Impairment for the year -
Amortisation charge for the year - 54,885,878 54,885,878
Disposals - - -
Adjustment - - -
As on Ashadh end 2082 - 164,257,804 - 164,257,804

Intangible Asset-Work in Progress - - - -
Net Book Value

As on Ashadh end 2080 - 1,233,898,222 - 1,233,898,222
As on Ashadh end 2081 - 1,400,758,961 29,536,075 1,430,295,036
As on Ashadh end 2082 1,415,311,114 62,894,366 1,478,205,480

The measurement of intangible assets has been done at fair value as on transition date. The fair value has been measured with
respect to cost at no expected margin.

aiffies ufdcor
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Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082
Figures in NPR

Acquisition of Intangible Assets during the year:

Pre Acquistion [Post Acquisition
Particulars Amount Particulars (Amount) (Amount)
01. Reconstruction Civil Works 49256966.45  |Civil Works
02. Re-Cons Eng & Mgmt Cost 1510529 Hydro Mechanicals
03. Re-Cons TL & C.P Works 1387583.5 Electro Mechanicals
05. Misc & Insurance Cost Pre-
construction,PMS
0 cost 2,175,942 |16751722
05. Reconstrucion of EM Works Land purchase and
603889 Development 14190627
06.Reconstruction HM Works 9433530.27 IDC
07. IDRC for Re-Construction Works Infrastructure
6414699.52 Development cost
Reconstruction Equipments Insurance and
830833.8 Miscellaneous 240000
Total 69,438,032 | Total 2,175,942 31182349

afas yfddeer
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Upper Hewakhola Hydropower Company Ltd.

Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082

Figures in NPR
4.3 Right of Use Assets and Lease Liabilities
Right of Use Assets
Particulars Land Building Others Total
Cost
Balance as on Ashadh end 2080 - 595,949 595,949

Addition during the Year - - -
Disposal during the year - - -

Balance as on Ashadh end 2081 - 595,949 595,949
Addition during the Year - - -

Disposal during the year - - -
Balance as on Ashadh end 2082 - 595,949 595,949

Depreciation and Impairment

Balance as on Ashadh end 2080 - 546,286 546,286
Depreciation charge for the year - 49,662 49,662
Impairment for the year - - -
Disposals - - -
As on Ashadh end 2081 - 595,949 595,949

Depreciation charge for the year - - R
Impairment for the year - - -

Disposals - - -
As on Ashadh end 2082 - 595,949 595,949

Net Book Value

As on Ashadh end 2080 - 49,662 49,662
As on Ashadh end 2081 - - -
As on Ashadh end 2082 - -

s gfaacol
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Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082
Figures in NPR

4.4 Deferred tax assets and liabilities:

Deferred tax is calculated on temporary differences expected to be reversed after the 10-year tax holiday period using a tax rate
of 12.5% for differences expected to be reversed in 5-year period after tax holiday and 20% for differences expected to be
reversed after 15 years from the date of commencement. Deferred tax assets have been recognized in respect of all tax losses
and other temporary differences giving rise to deferred tax assets where the management believe it is probable that these assets
will be recovered.

As at As at
Particulars 32nd Ashadh 2082 31st Ashadh 2081

Reconciliation of deferred tax assets net

Opening Balance as at 1st Shrawan - -
Tax income/(expense) during the period
recognised in profit or loss - -
Tax income/(expense) during the period
recognised in OCI - -

Closing balance as at 31st Ashad - -

Details of the deferred tax assets, amounts recognized in profit or loss and amounts recognized in other comprehensive income
are as follows:

Asset/ (Liability)
As at As at As at
Particulars 32nd Ashadh 2082 31st Ashadh 2081 1st Shrawan 2080
Property, Plant & Equipment and Intangible
Assets B - B

Provision for Gratuity - - -
Provision for Leave benefits - - -
Lease liabilities (net of right of use assets) - - -

(Charged)/Credited to Profit or Loss
Particulars 32nd Ashadh 2082 31st Ashadh 2081
Property, Plant & Equipment and Intangible
Assets
Provision for Gratuity - -
Provision for Leave benefits - -

Lease liabilities (net of right of use assets) - -

(Charged)/Credited to OCI
Particulars 32nd Ashadh 2082 31st Ashadh 2081
Property, Plant & Equipment and Intangible
Assets
Provision for Gratuity - -
Provision for Leave benefits - -
Lease liabilities (net of right of use assets) -

afas yfddeer
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Upper Hewakhola Hydropower Company Ltd.

Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082

Figures in NPR

4.5 Trade and Other Receivables Company Group

As at 32nd As at 31st As at 32nd As at 31st
Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081
Receivable from NEA 49,512,663 34,283,881 49,512,663 34,283,881
Total 49,512,663 34,283,881 49,512,663 34,283,881
Receivable from NEA has been presented net of Royalty Charges.
4.6 Prepayments, Deposits and Margins

As at 32nd As at 31st As at 32nd As at 31st
Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081
Cash Margin Placed in Bank 1,019,250 1,286,750 1,019,250 1,286,750
Pre-Paid Insurance 4,628,936 5,045,470 4,628,936 5,045,470
Total 5,648,186 6,332,220 5,648,186 6,332,220
4.7 Other Current Financial Assets

As at 32nd As at 31st As at 32nd As at 31st
Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081
Advance to Suppliers/Parties 211,268 11,827,131 44,871,268 11,827,131
Advance to Employees 43,608 43,608
Advance to acquire project 60,201,300 10,275,419 60,201,300
Advance for Office 560,103 328,409 560,103 328,409
Advance for Site 94912 94912
Generation license deposit 2,000,000
Advance Tax 8,943 203,489
Total 918,833 72,356,840 58,048,798 72,356,840
4.7.1 Current Tax Asset/Liability

As at 32nd As at 31st As at 32nd As at 31st
Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081
Opening 499,147 381,387 499,147 (381,387)
Current Advance Tax (499,147) 176,639 (499,147) 176,639
Current Tax Liability - 294,399 294,399
Current Tax Asset/(Liability) - 499,147 - (499,147)
4.8 Cash and Cash Equivalent

As at 32nd As at 31st As at 32nd As at 31st
Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081
Cash in Hand 28,051 245,039 28,051 245,039
Balance with Banks 24,543,883 15,404,967 41,133,768 15,404,967
Total 24,571,934 15,650,006 41,161,819 15,650,006
4.9 Investment

As at 32nd As at 31st As at 32nd As at 31st
Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081
Investment in subsidiary 50,000,000
Total 50,000,000 - -

aiffes uferdeel
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Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082

Figures in NPR

4.10 Share capital Company Group
As at 32nd As at 31st As at 32nd As at 31st
Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081

Opening Share Capital 500,000,000 500,000,000 500,000,000 500,000,000
Addition during the year - - - -
Redemption/transfer during the year - - - -

Total 500,000,000 500,000,000 500,000,000 500,000,000

4.11 Financial Liabilities - Non-Current

As at 32nd As at 31st As at 32nd As at 31st

Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081
NMB- Term Loan 478,430,449 453,843,799 478,430,449 453,843,799
NBL- Term Loan 254,836,724 273,691,261 254,836,724 273,691,261
ADBL- Term Loan 214,817,436 235,597,973 214,817,436 235,597,973
Director Loan 310,037

Sub Total 948,084,609 963,133,033 948,394,646 963,133,033
Less: Current Portion of Non Current Liability 64,705,000 129,960,000 64,705,000 129,960,000
Total 883,379,609 833,173,033 883,689,646 833,173,033

Due to impracticability of determining the effective interest rate at initial recognition, the Company has applied the amortised cost method
prospectively from the current financial year. Accordingly, interest expense has been recognised in the Statement of Profit or Loss using the
effective interest rate method which in this case is contractual bank interest rate since there is no impact of upfront fee.

4.12 Trade and Other Payables

As at 32nd As at 31st As at 32nd As at 31st
Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081
Sundry Creditors 2,807,851.31 7,408,694.29 2,807,851.31 7,408,694.29
Retention Amount 5,607,630.18 6,258,219.91 5,607,630.18 6,258,219.91
TDS Payable 330,719 2,490,714 722,258 2,490,714
SSF Payable - 91,084 22,630 91,084
CIT Payable - 25,000 - 25,000
Provision for Staff Bonus 1,439,506 463,416 1,439,506 463,416
CSR Reserve 719,753 108,336 719,753 108,336
Management and Employees Payables 925,482 1,635,765 2,519,001 1,635,765
Rent Payable 27,500 27,500 92,300 27,500
Audit Fee Payable 111,500 223,000 223,750 223,000
Royalty Payable - 850,000 - 850,000
Other Payables 8,554,224 1,034,981 383,149 1,034,981
Total 20,524,165 20,616,711 14,537,828 20,616,711
4.13 Financial Liabilities-Current

As at 32nd As at 31st As at 32nd As at 31st
Particulars Ashadh 2082 Ashadh 2081 Ashadh 2082 Ashadh 2081
Bridge-Gap Loan - 1,508,893 - 1,508,893
Overdraft Loan 875,915 39,655,737 875,915 39,655,737
Structured FD Loan -
Current Portion of Long Term Loan 64,705,000 129,960,000 64,705,000 129,960,000
Total 65,580,915 171,124,630 65,580,915 171,124,630
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Upper Hewakhola Hydropower Company Ltd.

Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082

Figures in NPR
4.14 Revenue from Operation Company Group
Particulars FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
Revenue from Sale of Energy 227,662,715 72,282,409 227,662,715 72,282,409
Total Revenue 227,662,715 72,282,409 227,662,715 72,282,409
4.15 Cost of Sales
Particulars FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
Amortization of Intangible Assets 54,885,878 46,504,615 54,385,878 46,504,615
Royalty Expenses (2% of Sales) 4,553,254 1,790,036 4,553,254 1,790,036
Royalty Expenses (Rs. 100KW) 850,000 850,000 850,000 850,000
Plant Operating Cost 70,200 70,200
Total Other Revenue 60,359,332 49,144,651 60,359,332 49,144,651
4.16 Other Income
Particulars FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
Interest Income 59,618 612,179
Gain in bargain Purchase 5,574,737
Total Other Revenue - 6,186,917 -

aiffes uferdeel
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Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082

Figures in NPR
4.17 Administrative Expenses
Particulars FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
Advertisement Expenses 140,685 89,225 140,685 89,225
AGM Expenses 219,153 149,558 219,153 149,558
Annual Service Fee 320,000 320,000
Audit Fee Expenses 113,000 113,000 169,500 113,000
Bidding Expenses 150,000 150,000
Bank Charges 43,905 11,725 66,029 11,725
Net Worth Certification and other Cerificantion Fee 22,600 412,450 45,650 412,450
Clearance Charges 17,170 17,170
Directors Allowance 1,260,000 1,140,903 1,260,000 1,140,903
Employee Training Expenses 19,300 20,000 19,300 20,000
Environmental Protection (Planting Expenses) 1,500 1,500
Field Visist Expenses 22,298 22,298
Field Visit Allowance 634,573 - 634,573
Fine, Penalty and Interest 659,434 - 660,734 -
Fuel Expenses 275,194 66,038 275,194 66,038
Guest expenses 100,980 7,001 101,225 7,001
House Rent 366,667 341,667 426,267 341,667
Insurance 5,208,426 173,388 5,208,426 173,388
Internet and communication 58,576 101,722 58,576 101,722
IPO annual fee 120,000 - 120,000
IPO Management charge 200,000 - 200,000
Lodging & Fooding Expenses 90,426 90,426
Local Conveyance 1,665 17,100 1,665
Medical Expenses 1,360 4,610 3,030 4,610
Miscellaneous Expenses 154,745 175,198
Meeting Allowance 725,000 306,000 725,000 306,000
Meeting Expenses 2,773 2,773
Membership Fee 30,000 30,000 30,000 30,000
Office expenses 8,588 - 8,588
Office Maintenance Expenses 32,443 - 32,443
Printing and Stationery 64,077 133,283 90,211 133,283
Parking Expenses 7,385 7,385
Processing Fee ERC 550,000 550,000
Plant Servicing Consultancy Charges 289,280 289,280
Registration and renewal 122,837 43,850 122,837 43,850
Rating Expenses 367,250 367,250
Issue Charge For Right Share 50,000 50,000
Repair and Maintenance 425,566 247,892 425,566 247,892
Salary Expenses 9,456,300 8,718,878 9,456,300 8,718,878
Saturday Allowances Site Staff 578,783 578,783
SSF Expenses(20%) 569,700 569,700
Site Materials 80,522 162,343 80,522 162,343
Tiffin Expenses 98,432 163,029 98,432 163,029
Travelling expenses 78,376 136,351 78,376 136,351
Telephone Expenses 1,000
Vehicle Repair Expenses 55,200 152,641 64,990 152,641
Water and Electricity Expenses 74,530 720 74,530
Website Design & Hosting Cost 19,775 19,775 19,775 19,775
OCR Expenses 80,000
Donation Expenses 20,000
Consultancy Fee 45,873
Total Administrative Expenses 22,816,674 13,817,127 23,202,232 13,817,127
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Upper Hewa Khola Hydropower Company Ltd.
Notes to the Financial Statements for the year ended 32nd Ashadh, 2082

Figures in NPR
4.18 Other Operating Expenses
Particulars FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
Donation - 10,000 10,000
Miscellaneous Expenses - 96,442 96,442
Other Field expenses - 6,760 6,760
Compensation - 15,000 15,000
Lodging & Fooding - 116,904 116,904
Total Other Operating Expenses - 245,106 245,106
4.19 Finance Cost
Particulars FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
Interest on Bank Loan 69,575,522 109,339,325 69,575,522 109,339,325
Agency and Bank Commission and Renewal charge 217,828 217,828
Unwinding Cost -
Total Finance Cost 69,793,350 109,339,325 69,793,350 109,339,325
4.20 Other Non-Operating Income
Particulars FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
Income from Insurance Claim- Loss of Profit - 104,531,500 104,531,500
Income from Insurance Claim- Other - - -
Forex Gain - -
Refund of share issue expenses - -
Gain on derecognition of Property, Plant and Equip - - -
Total Non-Operating Income - 104,531,500 104,531,500
4.21 Income Tax Expenses
Particulars FY 2081/82 FY 2080/81 FY 2081/82 FY 2080/81
Current tax expense
Current year 294,399 294,399
Adjustments for prior years - - -
Deferred tax expense
Origination and reversal of temporary differences - - -
Changes in tax rate - - -
Recognition of previously unrecognised tax losses - - -
Total income tax expense - 294,399 294,399
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Upper Hewa Khola Hydropower Company Limited (UHEWA
Notes to the Financial Statements
Fortheyearended 32nd Ashadh 2082

1. Reporting Entity

Upper Hewa Khola Hydropower Company Limited (herein referred to as “the
company”/”UHEWA”) is a public limited company incorporated on 2075 Jestha 23
(Registered Office: Kathmandu, Anamnagar, Nepal) with the Office of Company Registrar.
Initially, the company was incorporated as a private limited company on 2068 Falgun 30
but converted to public company as on 2075 Jestha 23 and its equity shares are publicly
traded in Nepal on Nepal Stock Exchange (NEPSE). The company is established with the
objective of development and operation of prospective hydropower projects.

The company operates Upper Hewa Khola hydropower project of 8.5 MW in
Sankhuwasabha District through use of licence issued by Ministry of Energy, Water
Resource and Irrigation. The generated electricity is sold to NEA at per the rate provided
in Power Purchase Agreement (PPA) entered into between NEA and the company. As of
32nd Ashad 2082, the Company holds 60.6% equity interest in Matribhumi Hydropower
Development Company Pvt. Ltd. As a result, Matribhumi Hydropower Development
Company Pvt. Ltd. has become a subsidiary of UHEWA. Accordingly, in compliance
with NFRS 10 (Consolidated Financial Statements), consolidated financial statements
has been prepared for the Group.

2. Basis of Preparation
2.1 Statement of Compliance

The Standalone financial statements of the company have been prepared in accordance
with Nepal Financial Reporting Standard (NFRS) issued by Accounting Standard
Board (ASB) Nepal, formed by the Government of Nepal. The consolidated financial
statements have also been prepared since the company has investments in entities
classified as subsidiary.

Previous year’s figures have been restated/reclassified wherever necessary to conform
with the current year’s classification / disclosures.

2.2 Reporting Period and Approval of Financial Statements

The company follows Nepalese financial year based on Nepali calendar starting
from 1* Shrawan and ending on last day of Ashadh of following calendar year.

These financial statements consist two statements of financial position as at 32
Ashadh 2082, and 31 Ashadh 2081, as required by NFRS. The company has also
presented two statements of profit or loss and statements of other comprehensive
income, two statements of changes in equity and two statements of cash flows
for the year ended as of 32" Ashadh 2082 and 31 Ashadh 2081 along with the
necessary and related notes.
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2.3

2.4

2.5

The Board of Directors acknowledges the responsibility for the preparation and
presentation of financial statements as per the provision of The Companies Act,
2074 (including First Amendment).

These financial statements were authorized for issue by the Board of Directors on
4th Poush 2082 and recommended for the approval by shareholders in the 14th
Annual General Meeting.

Functional and Presentation Currency

The financial statements are presented in Nepalese Rupees (NPR) which is the
currency of the primary economic environment in which the Company operates.
The financial information presented has been rounded off to nearest rupee except
where otherwise stated.

Use of Estimates, Assumptions and Judgments

The preparation of financial statements requires management to make judgments,
estimates and assumptions in the application of accountingpolicies that affect the
reported amounts of assets, liabilities, income and expenses. Actual results may
differ from these estimates. Continuous evaluation is done on the estimation and
judgments based on historical experience and other factors, including expectations
of future events that are believed to be reasonable. Revisions to accounting
estimates are recognized prospectively in current and future periods.

Changes in Accounting Policies and error

The accounting policies are applied consistently to all the periods except where
deviations have been explicitly mandated by the applicable accounting standards
presented in the financial statements.

During Fiscal Year 2080.81 royalty expenses were accounted on cash basis,
due to this reason royalty expenses related to month of Jestha 2081 and Ashadh
2081 amounting to Rs.6,99,667 were not accounted for in fiscal year 2080.81
and corresponding receivable from NEA was overstated by Rs.6,99,667.
As rectification of the above-mentioned error royalty expenses amounting
to Rs.6,99,667 was deducted from reserve of Fiscal Year 2080.81 and NEA
receivable was also rectified by the respective amount.

2.6 Discounting

The non-current assets and liabilities are discounted whenever the discounting is
material and if required by NFRS.
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3. Significant Accounting Policies
3.1 Basis of Measurement

The Financial Statements of Company have been prepared on the historical cost
basis, except for the following material items:

Items Basis of Measurement
Intangible Assets- Construc- Fair Value of the Intangible Assets depicting the
tion Phase (IFRIC 12) right to sell electricity to NEA
Intangible Assets- Operation Fair Value of the Intangible Assets depict-
Phase (IFRIC 12) ing the right to sell electricity to NEA

3.2 Basis of Consolidation

Business combinations are accounted for using the acquisition method in line
with the NFRS 3 “Business Combination”. The consideration transferred in the
acquisition and identifiable net assets acquired are measured at fair value. Any
goodwill that arises is tested annually for impairment. Any gain on a bargain
purchase is recognized in profit or loss immediately. Transaction costs are
expensed as incurred, except if they are related to the issue of debt or equity
securities.

The company have 60.6% interest in Matribhumi hydropower development
companies requiring consolidation as per NFRS 10 Consolidated Financial
Statements.

In accordance with NFRS 3 Business Combinations, the Company acquired
a 60.6% equity interest in Matribhumi Hydropower Development Company
Pvt. Ltd. during the reporting period. The acquisition resulted in Matribhumi
Hydropower Development Company Pvt. Ltd. becoming a subsidiary of the
Company.

The identifiable net assets acquired, attributable to the Company’s 60.6% equity
interest, amounted to Rs. 91,707,487 while the purchase consideration paid
amounted to Rs. 50,000,000.

The non-controlling interest (NCI) has been measured using the proportionate
share method and amounts to Rs. 3,61,32,750. Accordingly, a gain on bargain
purchase of Rs. 55,74,737 has arisen from the acquisition, which has been
recognized immediately in profit or loss, as required by NFRS 3.

Movement of Non- Controlling Interest during the year

The non-controlling interest (NCI) has been recognized using the proportionate
share method in accordance with NFRS 3 Business Combinations. During
the year, NCI was initially recognized at Rs. 3,61,32,750 representing the non-
controlling shareholders’ share in the net identifiable assets of the subsidiary at
the acquisition date
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During the year, the non-controlling shareholders’ share of profit of the
subsidiary, after adjusting for fair value adjustments and inter-group
transactions, amounted to Rs. 64,741.08, which has been added to NCI.
Accordingly, the closing balance of NCI, as presented in the Consolidated
Statement of Financial Position, amounts to Rs. 36197491.

Particulars Amount(Rs.)

NCI recognized on acquisition (proportionate method) 3,61,32,750

Share of profit for the year (39.4%), net of fair value and inter-
group adjustments

Closing Non-Controlling Interest 361,97,491
Service Concession Arrangement

64,741.08

IFRIC 12, Service Concession Arrangement, describes service concession
arrangement as an arrangement whereby a government or other public sector
body(“the grantor”) contracts with a private operator(“the operator”) to develop
(or upgrade), operate and maintain the grantor’s infrastructure assets and the
grantor controls or regulates what services the operator must provide using the
assets, to whom, and at what price, and also controls any significant residual
interest in the assets at the end of the term of the arrangement.

Recognition

IFRIC 12 requires the operator, UHEWA, to recognize either a financial assets or intangible
assets in a service concession arrangement.

The operator is required to recognize a financial assets where the operator has an
unconditional contractual right to receive a specified or determinable amount of cash or
another financial asset(including guarantees by the government to pay for any shortfall
between amounts received from users of the public service and specified or determinable
amounts) from the government in return for constructing or upgrading a public sector
asset, and then operating and maintaining the asset for a specified period of time.

The operator is required to recognize an intangible asset where it has only a right to charge
for use of a public sector asset that it constructs or upgrades, operates and maintains for a
specified period of time as a right to charge users is not an unconditional right to receive
cash because the amounts are contingent on the extent to which the public uses the service.

UHEWA obtained operation license from Department of Electricity Development
(DOED) on Kartik 20, 2068 for the period of 35 years to construct and operate an 8.5 MW
hydropower project. The license is set to expire on Kartik 19, 2103, thereby the residual
interest in the project is expected to be transferred to the Department. Furthermore, the
arrangement has conferred the obligation to deliver the required units of electricity (public
service) in addition to the right to the Company to implement the project and recover
the project cost and reasonable return, through the sale of electricity to Nepal Electricity
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Authority (NEA) as per the rate provided by the Power Purchase Agreement (PPA)
executed between the Company and NEA. Hence, the project is a Service Concessional
Arrangement, and the requirements of IFRIC 12 and SIC 29 prevails, in addition to other
applicable standards.

Since the PPA gives the right to UHEWA to charge NEA only when the delivery of
the electricity is made i.e. the right is conditional upon the delivery of the electricity,
intangible asset is recognized with corresponding revenue recognized and measured over
the construction phase and operation phase as required by NFRS 15.

3.3 Intangible Assets and Goodwill
Intangible Asset arising from Service Concession Arrangements

Under the Intangible assets model of IFRIC 12, the financial reporting of the
company differs with the stage of the project i.e. whether the project is in
construction phase or operation phase.

During the construction phase, the company reports a contract asset in fair value with
corresponding movement in fair value of contract assets recognized as revenue for
the construction services provided by the company. The consideration for the contract
asset is received in the form of right to sell electricity to Nepal Electricity Authority
(NEA), hence presented as “Intangible Assets- Construction Phase (IFRIC 12)”
under Note 4.2. Once the construction phase is completed, the balance of “Intangible
Assets- Construction Phase (IFRIC 12)”, recognized at fair value, is transferred to
“Intangible Assets- Operation Phase (IFRIC 12)”.

From the commencement of operation phase, the company shall amortize the
“Intangible Assets- Operation Phase (IFRIC 12)” using the guidelines of NAS 38 and
also recognize the revenue from the sale of electricity under the guidelines of NFRS
15.

Furthermore, requirements in NFRS 1 and IFRIC 12 requires the company to
apply this requirement retrospectively during first time adoption of NFRS, unless
impracticable. The company has determined that the fair value of intangible asset
received cannot be measured reliably on account of various contingencies with respect
to delivery of electricity and, hence the measurement value of intangible asset has
been determined with reference to the fair value of construction services provided.
For the measurement of fair value of construction services, following criteria and key
assumptions have been taken:

The construction phase and the operation phase is determined based on date of
completion of material project construction activities.

The contract asset obtained during the construction phase has been presented
as “Intangible Assets- Construction Phase (IFRIC 12)” under Note 4.2, while the
“Intangible asset (Operation Phase)” has been recognized and amortization is
commenced based on requirements of NAS 38 with the start of operation phase.
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The exchange of construction services for “ Intangible Assets- Construction Phase
(IFRIC 12)” is regarded as a satisfaction of performance obligation to construct
concession assets, over the construction phase, hence corresponding revenue
and costs shall be measured. The measurement of progress towards the complete
satisfaction of this performance obligation has been measured using the input
method, on assumption that the fair value of service is equal to forecast cost.
Hence in each of the years of construction, construction revenue calculated at this
fair value and corresponding cost of fulfilling the contract has been recognized
through Statement of Comprehensive Income. Additionally, the contract asset
representing right to receive the payment through sale of electricity has been
recognized under head ““ Intangible Assets- Construction Phase (IFRIC 12)”.

The cost of fulfilling the contract i.e. cost of construction service includes all costs
which are directly related to the construction, including the designing costs, costs
of sub-contractors whether certified or not and other direct costs, but excluding
general administrative costs.

The estimated fair value of construction services is a mere forecast, rather than
calculation based on industrial benchmark. It is the managements’ forecast
of revenue of such contractors who are contracted under projects with similar
construction risks, which the management believes to be appropriate. The
management estimates that this fair value of the Intangible Asset- Construction
Phase & Operation Phase depicts the right to sell electricity to NEA.

Management has capitalized qualifying finance expenses incurred during the
construction phase to “Intangible Assets-Construction Phase™.

Even though the PPA provides for scheduled outage of project for the purpose
of maintenance, the management determines that such maintenance expenses
neither include any contractual obligation to maintain, restore or replace the
infrastructure to a specified level of serviceability nor include any upgrade
element for infrastructure, hence, the management determines such maintenance
costs shall not be considered for the purpose of IFRIC 12 and thus considers it to
be executory in nature and is accounted for as and when incurred.

The company is required to pay a royalty based on the revenue amount, as per the
Electricity Act and Regulations. As per Section 11(1) of Nepal Electricity Act,
the company has to pay royalty for installed capacity at Rs. 100 per installed
capacity and 2% of the sales amount as royalty for sales of energy from the date
of commercial operation till 15 years. As per Section 11(2), after 15 years of
commercial production, the company has to pay royalty for installed capacity at
Rs. 1,000 per installed capacity and 10% of the sales amount as royalty for sales
of energy. The management determines that this variable payment to the grantor
is for the use of water resource rather than for the use of concessional assets.
Furthermore, the payment includes the legal obligation rather than contractual
obligation.
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3.4 Financial Assets and Financial Liabilities
Recognition

The Company recognizes financial assets and financial liabilities when it becomes
a party to the contractual provisions of the instrument. All financial assets and
liabilities are measured at fair value on initial recognition. Transaction costs in
relation to financial assets and financial liabilities, other than those carried at
fair value through profit or loss (FVTPL), are added to the fair value on initial
recognition. Transaction costsin relation to financial assets and financial liabilities
which are carried at fair value through profit or loss (FVTPL), are charged to the
statement ofprofit and loss as and when incurred.

Classification and Measurement

The financial assets and liabilities are subsequently measured at amortized cost or
fair value on the basis of business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets.

Financial assets

Financial assets are classified under three categories as required by NFRS 9,
namely:

a. Measured at amortized cost:

Financial assets that are held within a business model whose objective is to hold
financial assets in order to collect contractual cash flows thatare solely payments
of principal and interest, are subsequently measured at amortized cost using the
effective interest rate (‘EIR”) method less impairment, if any. The amortization
of EIR and loss arising from impairment, if any is recognized in the Statement of
Profit and Loss.

b. Measured at fair value through OCI:

Financial assets that are held within a business model whose objective is
achieved by both, selling financial assets and collecting contractual cash flows
that are solely payments of principal and interest, are subsequently measured
at fair value through other comprehensive income. Fairvalue movements are
recognized in the other comprehensive income (OCI).

Equity Instrument which are held as long-term strategic investments and not
for trading for which the Company makes an irrevocable election to carry
the changes in fair value of the instrument through OCI are measured at Fair
Value through other Comprehensive Income.
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¢. Measured at fair value through profit or loss:

The Company classifies the financials assets as fair value through profit or loss
if they are held for trading or designated at fair value throughprofit or loss.

Any other financial asset not classified as either Financial Assets at amortized
cost or Financial Assets at FVTOCI, is classified as Financial Assets at FVTPL.

Financial Liabilities

Financial liabilities are classified under two categories as required by NFRS 9, namely:

a. Financial liabilities at fair value through profit or loss:
Financial liabilities at fair value through profit or loss include financial
liabilities held for trading and financial liabilities designated upon initial
recognition at fair value through profit or loss. Upon initial recognition,
transaction cost is directly attributable to the acquisition are recognized in
Statement of Profit or Loss as incurred. Subsequent changes in fair value are
recognized at profit or loss.

De-recognition

The Company derecognizes a financial asset when the contractual rights to the

cash flows from the financial asset expire or it transfers the contractual rights to

receive the cash flows from the asset.

A financial liability is derecognized when the obligation specified in the contract is

discharged, cancelled or expires.

Determination of Fair Value

The fair value of a financial instrument is the price that would be received to sell

an asset or paid to transfer a liability in an orderly transaction between market

participants at the measurement date.

The Company follows three levels of the fair-value-hierarchy as described below:
Level 1: Quoted (unadjusted) prices for identical assets or liabilities in active
markets;

Level 2: Significant inputs to the fair value measurement are directly or indirectly
observable or valuations of quoted for similar instrument in active markets or
quoted prices for identical or similar instrument in inactive markets; and

Level 3: Significant inputs to the fair value measurement are unobservable.
3.5 Property, Plant and Equipment
Recognition and measurement: Property, plant and equipment are measured at

cost less accumulated depreciation and impairment losses, if ay Cost includes
expenditures directly attributable to the acquisition of the asset.

Depreciation: The Company depreciates property, plant and equipment following
Straight line method. The useful used for depreciation of assets for the current and
comparative period of significant items of property, plant and equipment are as
follows:
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S. No. Particulars Life of Assets
1 Office Equipment 6 Year
2 Furniture & Fixtures 6 Year
3 Vehicles 10 Year
4 Other Assets 5 Year
5 Project Asset 27.6 Years

The company has not adopted revaluation model for any of its Property, Plant and
Equipment.

The company adopts cost model for other classes of property, plant and equipment.
The items of property, plant and equipment are measured at cost less accumulated
depreciation and anyaccumulated impairment losses.

Depreciation of newly acquired assets is charged based upon the date of invoice.
3.6 Investment Property

Investment properties include land or land and buildings other than those
classified as property and equipment and non-current assets held for sale.

Investment properties are initially recognized at cost and subsequently measured
using fair value model.

The company does not have any investment property as on the reporting date and
comparative periods.

3.7 Income Tax
Tax expenses comprise of current tax and deferred tax.
Current Tax

Current tax is the income tax expense recognized in the statement of Profit
or Loss, except to the extent it relates to items recognized directly in equity
or OCI in which case it is recognized in equity or in other comprehensive
income. Current tax is the amounts expected or paid to Inland Revenue
Department in respect of the current year, using the tax rates and tax laws
enacted or substantively enacted on the reporting date and any adjustment to
tax payable in respect of prior years.

Deferred Tax

Deferred tax is recognized on temporary differences between the carrying
amounts of assets and liabilities in the balance sheet and the amounts
attributed to such assets and liabilities for tax purposes. Deferred tax liabilities
are generally recognized for all taxable temporary differences and deferred
tax assets are recognized to the extent that it is probable that future taxable

afas yfddeer
20T9/0T @



Upper Hewakhola Hydropower Company Ltd.

profits will be available against which deductible temporary differences can
be utilized.

Deferred tax is calculated using the tax rates expected to apply in the periods
in which the assets will be realized or the liabilities settled, basedon tax rates
and laws enacted, or substantively enacted, by the end of the reporting period.
Deferred tax assets and liabilities are offset when they arise in the same tax
reporting Company and relate to income taxes levied by the same taxation
authority, and when the Company has a legal right to offset.

Under Section 11(3gha) of Income Tax Act 2058, UHEWA has a 10-year
tax holiday from the date of commercial operation following a 50% tax rate
concession applies for 5 years (i.e.12.5% effective rate). Then, a 20% normal
rate resumes based on Section 11(3tha) of Income Tax Act, 2058.

The calculation of deferred tax asset/liability has been illustrated under Note
4.4 to the Financial Statements.

Deferred taxes are not recorded for any tax holiday but rather the benefit is
recognized in the periods over which the applicable tax rate is reduced or that
the entity is exempted from taxes. Temporary differences expected to reverse
during the period of the holiday is recorded at the rate applicable during the
holiday rather than the normal statutory income tax rate.

3.8 Provisions, Other Liabilities Contingent Liabilities

A provision is recognized, if as a result of a past event, the Company has a present
legal or constructive obligation that can be estimated reliably, and it is probable
that an outflow of economic benefits will be required to settle the obligation. The
amount recognized is the best estimate of the consideration required to settle
the present obligation at the reporting date, taking into account the risks and
uncertainties surrounding the obligation at that date. Provisions are reviewed
at each reporting date and adjusted to reflect the current best estimate and are
reversed if there is no probability of outflow of resources.

The contingent liabilities are the liabilities for which it is uncertain as to whether
it will become an obligation as it depends on the occurrence of an uncertain future
event. These amounts are off-balance sheet items and are disclosed when there is a
possible obligation that may but probablywill not require an outflow of resources.

A provision for onerous contracts is recognized when the expected benefits to be
derived by the Company from a contract are lower than the unavoidable cost of
meeting its obligations under the contract.

The Company does not have such contingent liabilities and onerous contracts as
at Ashadh end 2082
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Revenue Recognition

Revenue is recognized using the 5-step model prescribed in NFRS 15 Revenue from
Contract with Customers.

NFRS 15 requires the company to recognize revenue to depict the transfer of
promised goods or services (performance obligation) to the customer in an
amount that reflects the consideration to which the entity expects to be entitled
for those goods or services.

Using the guidance of NFRS 15 and IFRIC 12, the company has determined
that there are two separate performance obligations in the contract of UHEWA
with Department- first being to construct the concessional asset and second is to
operate it for the delivery of contract energy.

Performance obligation to construct the concessional asset is determined as to
be satisfied over time during the construction phase, against the transaction price
equal to fair value of construction service rendered during reporting period.
The method, procedures and assumptions taken to determine such fair value is
determined in Note 3.4 above.

Performance obligation to deliver the contract energy is determined to be satisfied
over time during the operation phase, hence the estimated total transaction price
(considering variable consideration due to potential penalties) should have
been allocated over the concessional period, based on level of satisfaction of
performance obligation i.e. delivery of electricity (output method). However, the
company has elected to use the practical expedient in para B16 of NFRS 15 and
recognize revenue in the amount to which the entity has right to invoice as the
right to consideration from the customer corresponds directly with the value to
the customer of the entity’s performance completed to the date.

3.9 Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take a substantial period of
time to get ready for their intended use, are added to the cost of those assets, until
such time as the assets are substantially ready for their intended use. Where funds
are temporarily invested pending their expenditures on the qualifying asset, any
such investment income, earned on such fund is deducted from the borrowing
cost incurred.

All other borrowing costs are recognized as finance costs in the Statement of
Profit or Loss in the year in which they are incurred.

Borrowing cost incurred during construction phase of the project forms the part of
fair value measurement of the “Intangible Asset-Construction Phase (IFRIC 12)”
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while the borrowing cost incurred after the operation of the project is expensed
as Finance Cost in the Statement of Profit or Loss.

In accordance with NAS 23 Borrowing Costs, interest expense of Rs. 6,414,699.52
incurred on a specific loan from NMB Bank (Loan No. 692), obtained for the
reconstruction phase, has been capitalized during the year. The reconstruction project
qualifies as a qualifying asset, and accordingly, the borrowing costs have been
capitalized as part of intangible assets during the reporting period.

3.10 Employee Benefits
Short term employee benefits

The Company’s short term employee benefits mainly include wages, salaries,
allowances, bonuses as providedunder prevailing laws and other employee related
expenses. Short term employee benefits are measured on an undiscounted basis
and are charged to statement of profit and loss as and when the related service is
provided.

The company has allocated staff bonus as per Section 15 of Electricity Act
2049 and Rule 86 of Electricity Regulations 2050, which required hydropower
company to allocate 2% of net profit before tax and bonus as the provision for
staff bonus.

3.11 Leases

As per Paragraph 18 of NFRS 16, the lease term is defined as “the non-cancellable
period of a lease, together with periods covered by an option to extend the lease, if the
lessee is reasonably certain to exercise that option, and periods covered by an option
to terminate the lease, if the lessee is reasonably certain not to exercise that option.”
Additionally, Paragraph B34 clarifies that a contract is considered a lease only if it
creates enforceable rights and obligations for both parties. If a lease term cannot
be reasonably determined or if the arrangement lacks enforceable rights, it may not
qualify as a lease under NFRS 16.

Application to the Company’s Rental Arrangement:

The company has entered into a rental agreement for an indefinite period, allowing
the company to occupy the property as long as desired, with a 10% annual rental
escalation. The arrangement permits termination at any time without significant
penalty. Since the lease term cannot be reasonably determined and the agreement does
not create enforceable obligations as required under Paragraphs 18 and B34 of NFRS
16, the arrangement does not meet the criteria for lease accounting. Consequently, the
company recognizes rental payments as an expense in the statement of profit or loss
on a straight-line basis, in accordance with the practical expedient for short-term or
variable leases under Paragraph 6 of NFRS 16.
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3.12 Share Capital

Financial instruments issued are classified as equity when there is no contractual
obligation to transfer cash, other financial assets or issue available number of
own equity instruments. Incremental costs directly attributable to the issue of
new shares are shown in equity as deduction net of taxes from the proceeds.

Dividends on ordinary shares classified as equity are recognized in equity in the
period in which they are declared.

The shares issue expenses which can be avoided for the issue was charged in the
year of issue directly through equity and disclosed in the statement of changes in
equity. Tax impact is also disclosed.

3.13 Earnings per Share (EPS) including diluted EPS

The company presents basic and diluted Earnings per share (EPS) data for its
ordinary shares. Basic EPS is calculated by dividing the profit and loss attributable
to ordinary equity holders of the company by the weighted average number of
ordinary shares outstanding during the period. Diluted EPS is determined by
adjusting both the profit and loss attributable to the ordinary equity holders and
the weighted average number of ordinaryshares outstanding, for the effects of all
dilutive potential ordinary shares.

3.14 Test of Impairment

The Company operates a hydropower project, and the related project development
costs have been recognized as intangible assets in accordance with the applicable
Nepal Accounting Standards.

During the previous financial year, the Company assessed the recoverable amount
of its intangible assets due to the occurrence of flooding in the project area. Based
on the impairment assessment performed, no impairment loss was recognized, as
the recoverable amount of the intangible assets exceeded their carrying amount.

In the current financial year, management has assessed whether there are any
indicators of impairment in accordance with NAS 36 — Impairment of Assets,
considering both external and internal sources of information. Based on this
assessment, no indicators of impairment were identified as at the reporting date.
Accordingly, an impairment test was not required and has not been performed
during the year.

4. Disclosure and Additional Information
1.1 Fair value of financial assets and Liabilities

Fair value is a market-based measurement, not an entity specific measurement. For
some assets and liabilities, observable market transactions or market information
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might be available. For other assets and liabilities, observable market transactions
and market information might not be available. However, the objective of a fair value
measurement in both cases is the same — to estimate the price at which an orderly
transaction to sell the asset or to transfer the liability would take place between
market participants at the measurement date under current market conditions (i.e., an
exit price at the measurement date from the perspective of a market participant that
holds the asset or owes the liability).

Fair values are determined according to the following hierarchy:

Level 1-

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets
or liabilities that the entity can access at the measurement date. Held for trading and
available for sale investments have been recorded using Level 1 inputs.

Level 2-

Level 2 inputs are inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly.

Level 3-
Level 3 inputs are unobservable inputs for the asset or liability.

Related Party Disclosures

List of Directors and Key Managerial Personnel

The members of the Board of Directors and key managerial personnel have been
identified as the related parties of the organization.

The following parties and transaction with them have been identified as the
related party transaction as per NAS 24:

Transactions with and Payments to Directors & Key Managerial Personnel

S.N. Name Designation Amount Remarks

1 Pabitra Karki Rayamajhi Ex Chairman 37000 Meeting Allowances /Director Allowance
2 Cheef Bahadur Thapa Chairman 240000 Meeting Allowances /Director Allowance
S Detwkigia SN g S Mo

4 Nk e gugs Sy esing Alovans

5 Sanchita Gautam Director 15000 Director Allowance

6 Dipak Sapkota Director 235000 Meeting Allowances /Director Allowance
7 Bhimlal Poudel Ex Director 35000 Meeting Allowances /Director Allowance
8  Roshani Poudel Director 235000 Meeting Allowances /Director Allowance
9  Bhubaneswor Adhikari Khatri Director 270000 Meeting Allowances /Director Allowance
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10 Sher Bahadur Karki Director 270000 Meeting Allowances /Director Allowance
11 Indra Prashad Lamichhane Director 270000 Meeting Allowances /Director Allowance
12 Total 3776658

Transaction to related party During the year

Opening balance Closing Balance

1 Matribhumi Hydropower Development Pvt.Ltd 9933740 (DR) 8502619 (Cr)

1.3 Disclosures of SIC 29
1. Significant terms of the arrangement

Point 2 of PPA provides that the arrangement shall be applicable for a period
of 30 years from the date of commercial operation or for the period of
generation license, whichever is lower.

There is no renewal option on the project. However, point 2.2 of the PPA
provides that the renewal may be done through negotiation within 6 months
of the expiry of the agreement.

The pricing laws and price increment provisions are pre-determined in the
PPA, and are not expected to change during the arrangement period. The
agreed rate is Rs. 8.40 per unit during dry season and Rs. 4.80 per unit
during wet season for one year from the date of commercial operation and
henceforth, an increment of 3% every year for five subsequent years.

2. Nature and Extent of Rights and Obligations

The company has the right to use the underlying assets of the project in order
to generate the electricity so as to recover the project cost as well as the
expected profit margin through the sale of contract energy to NEA based on
conditions prescribed in PPA.

Major obligations of the Company include the construction of project assets
and generation of contract energy. Additionally, the company is required to
undergo scheduled repairs to maintain the assets such that the delivery of
expected contract energy can be ascertained.

The company is not required to undertake any pre-defined upgrade, overhaul
or decommissioning activities once the project is commercially operated.

There is no any renewal or terminal option for either the company or the
grantor. However, the arrangement may be terminated when there is violation
of pre-defined contractual provisions in PPA, which are incorporated
to protect the basic interests of both the parties rather than to provide the
termination option to either of the party.

3. Any change in rights and obligation of the company and the grantor or other
terms and conditions of the arrangement is not expected to take place during
the concession period.
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