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P.L. Shrestha & Co.

Chartered Accountants

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF NYADI HYDROQPOWER LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Nyadi Hydropower Limited {“the Company”), which
comprise the Statement of Financial Position as at Ashad 32, 2082, (July 16, 2025), the Statement ot Profit or Loss
including Other Comprehensive Income. the Statement of Change in Equily and the Statement of Cash Flows for the
year then ended on that date, and a summary of the significant accounting policies and other explanatory information
(hereafter referred to as "the financial Statements®).

In our opinion and ta the best of our information and according to the explanations given to us, the aforesald financial
statements present fairly, in all material respects, the financiai position of the Company, as at Ashad 32, 2082 (July
16, 2025), and ils financial performance, changes in equity, cash flows for the year then ended, and a summary of
significant accounting policies and other explanatery information, in accordance with Nepal Financial Reporting
Standards and comply with Company Acl, 2063, and other prevailing laws,

Basis for Opinion

We conducted our audit of the financial statements in accordance with Mepal Standards on Auditing {NSAs). Our
responsibliities under those Standards are further described in the Auditor's Responsibilities for the Audlt of the
Financiai Statements section of our report. We are independent of the Company in accordance with the Handbook of
The Code of Ethics for Professional Accountants issued by The Institute of Chartered Accountants of Nepal (ICAN),
and we have fulfilled our other ethical responsibilities in accordance with the ICAN's Handbook of The Code of Ethics
for Professional Accountants. We believe that the audit evidence we have oblained is sufficient and appropriate to
provide a basis for our audit opinioh on the finandial statements,

Key Audit Matters

Key audii mallers are those malters that, in our professional judgment, were of maost significance in the audit of the
financial statements of the curreni period. These malters were addressed in the context of the audit of financial
statement as a whole, and in forming the audiior opinion thereon, and the auditor does not provide a separate opinion
on these matters,

We have determined that there are no any key audit matters to communicate in our report.
Information Other than the Financial Statements and Auditor's Report Thereon

The Company’s Management is responsible for the preparation of the other information. The other information
comprises the information included in the Management report, Report of the Board of Directors and Chairman's
statement but does not include the financial statements and our auditor's report thereon.

Ouwr opinion on the financial statements does not cover the other information and we do nat express any form of
assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements ar our
knowledge obtained during the course of our audit or otherwise appears to be materially misstated.,

If, based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.
Responsibility of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial Statements in accardance with
Nepal Financial Reporting Standards, and for such Internal control as management determines is necessary lo enable
the preparation of the financial statements that are free from material misstatement, whether due to fraud and error,

In preparing the financial stalements, management is respansible for assessing the Company's abilily to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concemn basis of
accounting unless management either intends to liquidate the Company or lo cease operations, or has no realistic
atternative but to do so. -

The Board of Directors are responsible for overseeing the Company's financial reporting process.
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P.L. Shrestha & Co.

Chartered Accountants
Auditor’'s 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 thal includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
NSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

« |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and oblain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecling a malerial 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 controls 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
Company's internal control.

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

= Conclude on the appropriateness of management's use of the going 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 Company'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
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 Company to cease to continue as a going concern.

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.

Report on Other Legal and Regulatory Requirements

Based on our examination, we would like to further report that:

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

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

i, The Statement of Financial Position, Statement of Profit or Loss including Other Comprehensive Income, the
Statement of Change in Equity and the Statement of Cash Flows and attached Schedules dealt with by this
report are in agreement with the books of account maintained by the Company.

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

v. We have not come across any fraudulence in the accounts, based on our sample examination of the books.

For, P. L, Shrestha &.Co.

Place: Kathmandu
Date: 2082/08/15 CA.
UDIN: 251217CA00856\WVQHQ
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Statements of Financial Position
As at Ashad 32™, 2082 (16 July 2025) -
Figures in NPR

Non-Current Assets -

Property, Plant and Equipment 3 47,97,205 69,49,478
Intangible Assets 4 5,565,68,50,483 5,77,34,34,759
Other Non Current Assets 5 836 -
Current Tax Assets (net) 6 - 85,060
Non-Current Assets 5,56,16,48,524 5,78,04,69,297
Current Assets
Financial Assets
Trade Receivables 7 11,87,21,764 13,61,02,899
Cash and Cash Equivalents 8 1,18,64,259 1,19,06,069
Other Bank Balances 9 1,41,02,139 12,71,869
Other Financial Assets 10 37,26,274 25,000
Other Current Assets 5 2,57,36,767 1,66,07,575
Total Current Assets 17,41,51,203 16,59,13,412
Total Assets 5,73,57,99,727 5,94,63,82,709
EQUITY AND LIABILITIES
Equity
Equity Share Capital 1,50,00,00,000 1,50,00,00,000
Retained Earnings (65,83,79,363) (57,04,72,861)
Advance for share capital 15,00,00,000 -
Total Equity 99,16,20,637 92,95,27,139
Liabilities
Non-Current Liabilities
Financial Liabilities
Borrowings 13 4,34,75,95,704 4,46,33,98,820
Other Financial Liabilities 14 16,54,67,012 21,80,21,808
Provisions 15 26,564,518 25,38,638
Total Non-Current Liabilities 4,51,57,17,234 4,68,39,59,266
Current Liabilities
Financial Liabilities
Borrowings 13 10,00,00,000 25,00,00,000
Trade Payables 16 24,22,948 39,3150
Other Financial Liabilities 14 463,70,200 7,61,34,059
Other Current Liabilities 17 7,78,78,003 63,69,095
Current Tax Liabilities (net) 6 17,90,705 -
Total Current Liabilities 22,84,61,856 33,28,96,304
Total Equity and Liabilities 5,73,57,99,727 5,94,63,82,709
The accompanying notes are integral part of these financial statements.
Uttam Amatya Om Prakash Shrestha Pradeep Kumar Shrestha Bijay Bahadur Shrestha

Chief Executive Officer

Bina Rana
Director

Date: December 16, 2025
Place: Kathmandu, Nepal
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Chairman

Rajeev Sharma
Director

Director

Mandira Shrestha

Director

Director

Sudip Man Shrestha

Director

CA. Sachet Lal Shrestha

Partner

PL Shrestha & Co.
Chartered Accountants
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Statement of Profit or Loss and other Comprehensive Income
For the year ended Ashad 32,2082 (16 July, 2025)

Figures in NPR

Revenue from Operations 64,62,79,5678 59,20,45,728
Project Operating Expenses 19 (28,09,84,907) (26,41,81,178)
Gross Profit 36,52,94,671 32,78,64,550
Other Income 20 6,88,604 78,348
Administrative and Other Operating Expenses 21 (4,36,03,465) (4,05,00,686)
Net Operating Profit 32,23,79,870 28,74,42,212
Finance Cost 22 (42,13,76,094) (48,30,92,573)
Finance Income 23 1,62,74,898 3,79,777
Profit/(Loss) before Tax (8,37,21,326) (19,52,70,584)
Income Tax Expense
Current Tax (41,85,176) -
Net Profit for the year (8,79,06,502) (19,52,70,584)
Other Comprehensive Income
Items not to be reclassified to Profit & Loss Account
i. Gains/(losses) from investments in equity instruments - -
measured at fair value
ii. Gains/(losses) on revaluation - -
iii. Actuarial gain/(loss) on defined benefit plans - -
iv. Income tax relating to above items - -
Other Comprehensive Gain/(Loss) for the year, Net of Tax - -
Total Comprehensive Gain/(Loss) for the year, Net of Tax (8,79,06,502) (19,52,70,584)
Earnings Per Equity Share of NPR 100 each
Basic Earnings Per Share 24 (5.86) (13.02)
Diluted Earnings Per Share 24 (5.86) (13.02)
The accompanying notes are integral part of these financial statements.
Uttam Amatya Om Prakash Shrestha Pradeep Kumar Shrestha Bijay Bahadur Shrestha

Chief Executive Officer Chairman

Bina Rana
Director

Rajeev Sharma
Director

Date: December 16, 2025
Place: Kathmandu, Nepal

Director

Mandira Shrestha

Director

Director

Sudip Man Shrestha

Director

CA. Sachet Lal Shrestha

Partner

PL Shrestha & Co.
Chartered Accountants
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Statement of Cash Flows
For the year ended Ashad 32, 2082 (16 July, 2025) . _
Figures in NPR

CASH FLOWS FROM OPERATING ACTIVITIES

Profit/ (Loss) before tax (8,37,21 ,326) (1 9,52,70,584)
Adjustments for :

Depreciation And Amortisation 23,68,34,825 22,87,79,855
Gain on sale of property, plant and equipment (net) (6,60,664) -
Interest income (1,52,74,898) (8,79,777)
Operating profit before working capital changes 13,71,77,937 3,31,29,494
Adjustments for :

(Increase) / Decrease in trade receivables and other financial assets 45,50,865 13,06,789
(Increase) / Decrease in Other Assets (91,30,028) 29,96,688
Increase / (Decrease) in Trade Payables, other liabilities and provisions (86,64,068) 1,83,80,123
Cash generated from / (used in) operation 12,39,34,706 5,58,13,094
Income Tax Paid (23,09,411) (38,741)
Net cash generated from / (used in) operating activities 12,16,25,295 5,567,74,353
CASH FLOWS FROM / (USED IN) INVESTING ACTIVITIES

Acquisition of Property, Plant and Equipment (62,122) (8,17,095)
Proceeds from sale of Property, plant and equipment 15,00,000 -
Acquisition of Intangible Assets (1,88,75,491) (4390,977)
Interest received 1,15,73,624 3,79,777
Net cash used in investing activities (58,63,989) (48,28,295)
CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of term Loan (11,58,03,116) (4,59,59,134)

Increase/(Decrease) in short term borrowings

Net cash generated from / (used in) financing activities

(11,58,03,116)

(4,59,59,134)

Net increase / (decrease) in cash and cash equivalents (41,810) 49,86,924
Cash and cash equivalents at the beginning of the year 1,19,06,069 69,19,145
Cash and cash equivalents at the end of the year 1,18,64,259 1,19,06,069
Cash and cash equivalents comprise of:
Cash on hand 14,570 17,815
Balance with banks in current accounts 97,81,488 184,474
Balance with banks in short term call deposits 20,68,261 1,17,03,780
Total 1,18,64,259 1,19,06,069
The accompanying notes are integral part of these financial statements.
Uttam Amatya Om Prakash Shrestha Pradeep Kumar Shrestha Bijay Bahadur Shrestha
Chief Executive Officer Chairman Director Director
Bina Rana Rajeev Sharma Mandira Shrestha Sudip Man Shrestha

Director Director Director Director

CA. Sachet Lal Shrestha
Partner

PL Shrestha & Co.
Chartered Accountants

Date: December 16, 2025
Place: Kathmandu, Nepal
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Notes to the Financial Statements
For the year ended Ashad 32,2082 (16 July, 2025)

Note No: 4, Intangible Assets Under Development Figures in NPR
Cparicuirs | hsathshed 31,2081 | A atAshad 31,2080 _
Pre-Operating Expenses (A) - 869,068,914
Depreciation - 20,272,171
Employee Related Cost - 106,689,005
Other Project Operation Expenses - 44,373,649
LEDCO Service Fee and Expenses - 35,000,000
Licensing & Other Development Fees - 8,899,100
Pre-Construction Interest, Commission & Fees - 24,835,484
Interest, Commission & Fees during Construction - 628,999,604
Land Acquisitions (B) - 33,967,346
Land & Land Developments - 33,967,346
Civil Works (C) - 2,549,264,658
Civil Works - 2,485,647,218
Access Road - 28,634,345
Marshyangdi Bridge - 32,427,420
Head Works Dam - (Siuri tailrace canal to Intake) - 2,655,675
Environment & Social Cost (D) - 46,658,301
Trainings & Developments - 2,062,551
Community & Social Expenses - 24,495173
Nursary and Plantation . 836,464
Infrastructure Developments - 19,264,112
Engineering & Management (E) - 324,638,112
Engineering, Design & Development Expenses - 157,965,712
Consultancy Fee & Expenses - 161,089,809
Inspection & Project Supervision - 5,682,591
Transmission Line (F) - 97,098,474
Transmission Line Works - 97,098,474
Hydro Mechanical Works (G) - 405,044,771
Hydro Mechanical Works - 405,044,771
Electro Mechanical Works (H) - 670,864,507
Electro Mechanical Works - 670,864,507
Total (A+B+C+D+E+F+G+H) - 4,996,605,083

The accompanying notes are integral part of these financial statements.
As per our report of even date

Uttam Amatya Om Prakash Shrestha Pradeep Kumar Shrestha Bijay Bahadur Shrestha
Chief Executive Officer Chairman Director Director
Bina Rana Rajeev Sharma Mandira Shrestha Sudip Man Shrestha
Director Director Director Director

CA. Sachet Lal Shrestha
Date: Mangshir 17, 2081 (December 02, 2024) PL Shrestha & Co.
Place: Kathmandu, Nepal Chartered Accountants

et arginer fertnee €FF



@ iR gfredes (A 059/ 05R)

Notes to the Financial Statements
For the year ended Ashad 32, 2082 (16 July, 2025)

Note No: 4.1, Intangible Assets Figures in NPR

Service Concession I
Arrangement Tota

Gross Book Value - -

Balance as at Ashad 31, 2080 6,26,00,44,614 6,26,00,44,614
Capitalized during the year under 43,90,977 43,90,977
Civil Works 18,59,873 18,59,873
HM Works - -
EM Works - -
TL Works 9,03,904 9,03,904
SCADA System 16,27,200 16,27,200
Balance as at Ashad 31, 2081 6,26,44,35,591 6,26,44,35,591
Capitalized during the year under 1,88,75,491 1,88,75,491
Civil Works 17,89,281 17,89,281
HM Works 35,79,370 35,79,370
EM Works 9,99,188 9,99,188
TL Works 1,25,07,652 1,25,07,652
SCADA System - -
Balance as at Ashad 32, 2082 6,28,33,11,082 6,28,33,11,082
*Amortizations
Balance as at Ashad 31, 2080 26,38,78,301 26,38,78,301
Charge for the year 23,54,569,767 22,71,22,531
Civil Works 15,62,56,200 15,62,56,200
HM Works 2,568,05,503 2,58,05,503
EM Works 3,67,25,866 3,67,25,866
TL Works 82,83,561 82,83,561
SCADA System 51,401 51,401
Adjustment during the year - -
Balance as at Ashad 31, 2081 49,10,00,832 49,10,00,832
Charge for the year 23,54,59,767
Civil Works 16,15,19,439 16,15,19,439
HM Works 2,68,15,003 12,68,15,003
EM Works 3,79,89,136 3,79,89,136
TL Works 90,72,132 90,72,132
SCADA System 64,057 64,057
Adjustment during the year - -
Balance as at Ashad 32, 2082 72,64,60,599 72,64,60,599
Net Book Value
Balance as at Ashad 31, 2081 5,77,34,34,759 5,77,34,34,759
Balance as at Ashad 32, 2082 5,55,68,50,483 5,55,68,50,483

The accompanying notes are integral part of these financial statements.

Uttam Amatya Om Prakash Shrestha Pradeep Kumar Shrestha Bijay Bahadur Shrestha

Chief Executive Officer Chairman Director Director

Bina Rana Rajeev Sharma Mandira Shrestha Sudip Man Shrestha

Director Director Director Director

Date: December 16, 2025 CA. Sachet Lal Shrestha

Place: Kathmandu, Nepal Partner

PL Shrestha & Co.
Chartered Accountants
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Note No: 5
Other Current and Non-Current Assets

As at Ashad 32, 2082 As at Ashad 31, 2081

Advance to Suppliers 33,89,695 - 97,34,705

Advance to Others 1,50,00,000 - 68,72,870 -

Prepayments 73,47,072 - - -

Other Assets - 836 - -

Total 2,57,36,767 836 16,607,575 85,060
Note No: 6

Current Tax Assets/(Liabilities)

Advance Income Tax 2394471 85,060

Less: Provision for Income Tax (41,85,176) -

Total (17,90,705) 85,060
Note No: 7

Trade Receivables

Receivables from NEA 11,87,21,764 13,61,02,899
Total 11,87,21,764 13,61,02,899
Note No: 8

Cash and Cash Equivalents

Cash on hand 14,510 17,815

Balance with Banks -

In Current Account 97,81,488 1,84,474

In Call Account 20,68,261 1,17,08,780

Total 1,18,64,259 1,19,06,069
Note No: 9

Other Bank Balances

Margin Money Account 7,94,047 1,271,869

Fixed Deposits 1,33,08,092 -

Total 1,41,02,139 12,71,869
Note No: 10

Other Financial Assets
As at Ashad 32, 2082 As at Ashad 31, 2081

Trade and Security Deposit 25,000 25,000
Interest receivable 37,01,274 - - -
Total 37,26,274 - 25,000 -

Refer Note No: 13 for the details in respect of Financial Assets hypothecated/Pledged/mortgaged as security for borrowings

et arginer fertnee K



@ iR gfredes (A 059/ 05R)

Note No: 11
Equity Share Capital

As at Ashad 32, 2082 As at Ashad 31, 2081

No. of Shares m No. of Shares m

A. Equity Shares

Authorised = - = =
Equity Shares of Rs. 100 each with voting rights 1,50,00,000  1,50,00,00,000 1,50,00,000 1,50,00,00,000
Issued - -

Equity Shares of Rs. 100 each with voting rights 1,50,00,000 1,560,00,00,000 1,560,00,000 1,50,00,00,000
Subscribed

Equity Shares of Rs. 100 each with voting rights 1,50,00,000  1,50,00,00,000 1,50,00,000 1,50,00,00,000
Fully Paid

Equity Shares of Rs. 100 each with voting rights 1,50,00,000 1,560,00,00,000 1,50,00,000 1,50,00,00,000

Less: Calls in arrear - B B _
1,50,00,000 1,50,00,00,000 1,50,00,000 1,50,00,00,000

B. Reconciliation of the number of Shares Outstanding at the beginning and end of the year

As at Ashad 32, 2082 As at Ashad 31, 2081
No. of Shares No. of Shares

Balance as at the beginning of the year 1,50,00,000 1,50,00,000

Changes during the year B B
Balance as at the end of the year 1,50,00,000 1,50,00,000

C. Details of Shareholding
As at Ashad 32, 2082 As at Ashad 31, 2081

No. of Shares No. of Shares

Butwal Power Company Ltd. 1,07,51,453 71.68% 1,07,51,453 71.68%
Lamjung Electricity Development Company Ltd. 1,98,547 1.32% 1,98,547 1.32%
General Public(Including project affected locals, 40,50,000 27.00% 40,50,000 27.00%
Promoter's employees and General Public

Total 1,50,00,000 100% 1,50,00,000 100%

During the financial year, the company converted its short term borrowings from Butwal Power Company Limited into advance for
equity amounting to Rs. 150,000,000 pursuant to the decision of Board of Directors and Butwal Power Company Limited. The
advance for equity is non interest bearing and accordingly, interest on related amount has been discontinued from the forth quarter
of current financial year.

Note No: 12
Retained Earnings

Retained earnings (65,83,79,363) (57,04,72,861)
Total (65,83,79,363) (57,04,72,861)

D = e ferfee
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Note No: 13
Borrowings

As at Ashad 32, 2082 As at Ashad 31, 2081

Measured at Amortised Cost

Secured Borrowings from Banks

Term Loan from banks - 4,34,75,95,704 - 4,46,33,98,820
Short Term Loan 10,00,00,000 - 25,00,00,000
Total 10,00,00,000 4,34,75,95,704 25,00,00,000 4,46,33,98,820

1) The company has entered into consortium arrangement for term loan with Everest Bank Limited as Lead Bank, Nabil
Bank Limited and Global IME Bank Limited as Co-Lead Banks and Sunrise Bank Limited and HIDC Limited as
Banks/Financial Institutions for construction and operation of the project.

2)  TermLloansfrom Banksare Secured:

i) Byway of Mortgage/Pledge/hypothecation over the entire present and future fixed assest created with or without
financing owned by the NHL for the project on pari-passu basis in favour of participating Banks/Fls

i) Entire current assets of the project including receivables from Nepal Electricity Authority, compensation paid etc.
tothe consortiumon pari-passubasis

i) Assignmentof PPAiv) Charge on General Licensein favour of participating Bank

v)  Corporate Guarantee of NHL

vi)  Pledge of Entire shares owned by the promoters including institutional promoter of NHL

vii)  AllGuarantee forwhich NHL is beneficiary viii) Promissory Notes ix) Loan Dead

Terms of Repayment of Term Loans

As at Ashad 32, 2082 As at Ashad 31, 2081

2-3 Years 41,88,07,000 96,37,70,985

4-5 Years - 49,85,64,000 - 64,25,13,990

6-10 Years - 1,92,56,40,000 - 1,60,62,84,975

Beyond 10 years - 2,01,09,89,000 - 64,25,13,990
Note No: 14

Other Financial Liabilities

As at Ashad 32, 2082 As at Ashad 31, 2081

Retention Money Payable - 16,54,67,012 - 21,80,21,808
Employee Related Accural 1,23,158 - 3,91,752 -
Other Payables 6,47,750 - 46,32,341 -
Interest Payable 4,55,99,292 - 7,11,09,966 -
Total 4,63,70,200 16,54,67,012 7,61,34,059 21,80,21,808
Note No: 15
Provisions

As at Ashad 32, 2082 As at Ashad 31, 2081

Provision for Leave Encashment 26,54,5618 25,38,638

Provisions for Reserves - - R -
Total - 26,54,518 - 25,38,638

et arginer fertnee L



@ iR gfredes (A 059/ 05R)

Note No: 16
Trade Payable

Trade Payables 24,22,948 3,93,150
Total 24,22,948 3,93,150
Note No: 17

Other Current and Non-Current Liabilities

As at Ashad 32, 2082 As at Ashad 31, 2081

TDS Payable 1,72,609 - 13,26,518 -
Advance received from others 7,45,80,07 - 25,00,000 -
Other liabilities 31,25,323 - 25,42,577 -
Total 7,78,78,003 - 63,69,095 -

Advances received from others include advance received from various companies for the sharing of the Company's
transmission line. The amounts have not been recognised as income during the financial year, as the companies that have
entered into agreements with Nyadi Hydropower Limited for the transmission line sharing have not commenced their

operations as of thereporting date.

Note No: 18
Revenue from Operations

Electricity Sales to NEA 64,62,79,578 59,20,45,728
Total 64,62,79,578 59,20,45,728
Note No: 19

Project Operating Expenses

Operation Expenses 15,865,776 81,27,996

Royalty Expenses 5,874,531 1,48,40912

Insurance Expenses 13,784,833 1,40,89,739

Amortization of Intangible Assets 23,54,59,767 22,71,22,531

Total 28,09,84,907 26,41,81,178
Note No: 20

Other Income

Gain on sale of Property, plant and equipment (net) 6,60,664 -
Other Income 28,000 78,348
Total 6,88,664 78,348

B = e ferfree
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Note No: 21
Administrative and Other Operating Expenses

Salaries and other Employee Cost 2,15,16,269 2,35,16,144
Provident Fund Contribution 14,011,778 8,46,697
AGM and Board Expenses 9,78,102 11,26,137
Statutory Audit Fees 2,50,000 1,75,000
Professional Fee & Expenses 213,765 2,30,750
Communication Expenses 2,92,190 2,68,171
Depreciation and Amortization 13,75,058 16,57,324
Office Maintenance and Operation 6,77,331 4,19,722
Printing and Stationery 1,70,140 1,81,901
Rent 10,73,670 9,91,080
Staff Welfare 578,617 2,34,868
Vehicle Operation & Maintenance 27,84,969 39,114,868
Foreign Currency (Gain) or Loss 29,23,180 25,30,169
Community and social expenses 52,71,780 17,27,180
Miscellaneous Expenses 21,77,723 24,28,352
Statutory Fees and Charges 3,30,989 2,52,323
Land Development and Acquisition Charges 15,88,004 -
Total 4,36,03,456 4,05,00,686
Note No: 22

Finance Cost

On borrowing from banks measured at amortised cost

On term loan 41,69,12,588 47,83,29,015
Other borrowing costs 44,63,506 47,63,658
Total 42,13,76,094 48,30,92,573

Note No: 23

Finance Income

Interest income from:

Deposit with banks - carried at amortised cost 16,02,894 379,777
Other assets - carried at amortised cost 1,36,72,004 -
Total 1,52,74,898 3,79,777

Interest income on other assets - carried at amortised cost of Rs. 1,36,72,004 represents interest charged on outstanding
balances of transmission line sharing arrangement of the company.
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Note No: 24
Earnings Per Share

Profit/ (Loss) For The Year (8,79,06,502) (19,52,70,584)
Weighted Average number of Equity Shares Outstanding 1,50,00,000 1,50,00,000
Earnings Per Share (NPR) - Basic (Face Value of NPR 100 per share) (5.86) (13.02)
Add: Weighted Average number of potential Equity Shares - -
Weighted Average number of Equity shares (including 1,50,00,000 1,50,00,000
Dilutive Shares) Outstanding

Earnings Per Share (NPR) - Diluted (Face Value of NPR 100 per share) (5.86) (13.02)

Note No: 25

RELATED PARTY DISCLOSURES
(a) Relationship

Holding Company Butwal Power Company Limited

Group / Fellow Subsidiaries Khudi Hydro & Electric Limited
BPC Service Limited
Nepal Hydro & Electric Limited

Hydro Consult Engineering Limited

Kabeli Energy Limited

Gurans Energy Limited

Manang Marsyangdi Hydropower Company Privated Limited

(b) Those charged with governance
Those Charged with Governance of the NHL include Members of Board of Directors of the NHL namely:

Phame ————EEE  ggnaon

i) Om Prakash Shrestha Chairman

ii) Pradeep Kumar Shrestha Director

i) Bijay Bahadur Shrestha Director

iv) Bina Rana Director

v) Rajeev Sharma Independent Director

vi) Sudip Man Shrestha Public Director (From 2080.09.27)
vii) Mandira Shrestha Public Director (From 2080.09.27)
viii) Uttar Kumar Shrestha Alternate Member

ix) Radheshyam Shrestha Alternate Member

The following provides expenses incurred for those charged with governance of NHL.
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The following provides expenses incurred for those charged with governance of NHL.

Board Meeting and Other Allowances 5,46,000 5,88,000

(c) Transactions with Key Management Personnel
Key Management Personnel includes:
i) Uttam Amatya, Chief Executive Officer

Compensation paid to Key Management Personnel

Uttam Amatya 36,00,002 52,14,305

(d) Other Related Party Transactions

Butwal Power Payment for rent, 1,36,54,026 2,22,50,884

Company Limited interest, utilities &
reimbursements

(including VAT)

Advance for share - - 15,00,00,000 15,00,00,000
capital

Hydro Consult Consultancy Charges - 7,44119 2,21,75,336 2,21,75,336

Engineering Limited (including VAT)

BPC Service Limited Advance for acquisition - - 4,61,505 89,20,655
of Land

Note No: 25

PRIOR PERIOD ADJUSTMENTS

During the financial year, the company has discovered certain errors of prior periods which have been corrected in the current
financial statements. Due to such correction of errors retrospectively, the comparatives and carried forward balances have
been restated. The details of such prior period errors corrected and impact of the correction of error in each line item of the
financial statement have been presented below:

a. Retention money payable had amortised and the errors in accounting treatment relating to amotisation of retention
money have been identified in prior periods. The difference amount of Rs. 32,145,929 has been rectified retrospectively in
thefinancial statements and charged to retained earnings.

b. Exchangelossesrelatingto FY 2080-81 onretention money payable to vendors have not been recognised which amounts
toRs.2,5630,169. Such error has beenrectified in the prior period presented in the financial statements.

Opening Balance as per Audited Financial Statements (53,57, 96 763) (34,30, 56 348)
Adjustments due to:

Prior period rectification of retention money payable a (8,21,45,929) (3,21,45,929)
Adjustment of foreign exchange losses recognised b (25,30,169) -
Restated Opening Balance after adjustments (57,04,72,861) (37,52,02,277)
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Notes to the Financial Statements for the year ended
Ashad 32, 2082

Note 1.Background

Nyadi Hydropower Limited (NHL) has been
registered on 2063/11/17 as Public Limited
Company and obtained approval for
commencement of business on 2064/11/26 for
the development of Nyadi Hydropower Project
located in Lamjung District. The 30 MW Nyadi
Hydropower project has been in commercial
operation since Baishakh 27, 2079. The
corporate office of the NHL is located at
Gangadevi Marga-313, Buddha Nagar,
Kathmandu, Nepal.

The accompanied financial statements have
been approved for publication by the Board of
Directors of the NHL in its meeting held on
December 16, 2025. The Board of Directors
acknowledges the responsibility of the
preparation of financial statements.

Note 2.Significant Accounting Policies

2.2 Basis of Preparation and measurement
i. Statement of Compliance

The financial statements have been
prepared in accordance with
applicable Nepal Financial Reporting
Standards (NFRS) as issued by the
Institute of Chartered Accountants of
Nepal (ICAN). The Financial
Statements have also been prepared in
accordance with the relevant
presentational requirements of the
Company Act, 2063 of Nepal.

ii. BasisofPreparation
The financial statements have been
prepared on an accrual basis, going
concern and under the historical cost
convention unless stated otherwise.
The accounting policies are applied
consistently from the last financial
year to all the periods presented in the
financial statements. All assets and
liabilities have been classified as
current or non-current as per the
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Company's normal operating cycle.
Based on the nature of products and
the time between acquisition of assets
for processing and their realization in
cash and cash equivalents, the
Company has ascertained its
operating cycle as 12 months for the
purpose of current or non-current
classification of assets andliabilities.
Thefinancial statements are presented
in functional and presentation
currency of the Company i.e., Nepalese
Rupee (“NPR") which is the currency of
the primary economic environment in
which the Company operates.

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

2.3 Critical Accounting Estimates 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.
Management believes that the estimates
used in the preparation of the financial



statements are prudent and reasonable.
Future results could differ from these
estimates. Any revision to accounting
estimates is recognized prospectively in
current and future periods. The estimates
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and assumptions that have a significant
risk of causing a material adjustment to
the carrying amounts of assets and
liabilities within the next financial year
primarily includes:-

Useful Life and Residual Value of Property, Plant and Equipment

Management reviews the useful life and
residual values of property, plant and
equipment at least once a year. Such life is
dependent upon an assessment of both the
technical life of the assets and 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.

Impairment of Property Plant and Equipment

At the end of each reporting period, the
Company reviews the carrying amounts of its
property, plant and equipment to determine
whether there is any indication that those
assets have suffered an impairment loss. If any
such indication exists, the recoverable amount
of the asset is estimated in order to determine
the extent of the impairment loss (if any).
Recoverable amount is the higher of fair value
less coststo selland valueinuse. Valuein useis
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.

Contingencies

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

2.4 Property, Plant and Equipment

i. All 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
totheacquisition of the items.

ii. Subsequent costs are included in the
asset's carrying amount or recognised
as a separate asset, as appropriate,
only when it is probable that future
economic benefits associated with the
item will flow to the Company and the
cost of the item can be measured
reliably. The carrying amount of any
component accounted for as separate
assets are derecognised when
replaced. All other repairs and
maintenance are charged to profit and
loss during the reporting period in
which they are incurred.

i. The Company identifies and
determines cost of each component/
part of the asset separately, if the
component/ part have a cost which is
significant to the total cost of the asset
having useful life that is materially
different from that of the remaining
asset. These components are
depreciated over their useful lives; the
remaining asset is depreciated overthe
life of the principal asset.

iv. The residual values, useful lives and
methods of depreciation of property,
plant and equipment are reviewed at
each financial year end and adjusted
prospectively, if appropriate.

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

2.5 OtherlIntangible Assets

i. Intangible assets with finite useful lives
that are acquired separately are carried
at cost less accumulated amortisation
and accumulated impairment losses.
Intangible assets with indefinite useful
lives are carried at cost less
accumulatedimpairment losses.

ii. Certain computer software costs are
capitalized and recognised as
intangible assets based on materiality,
accounting prudence and significant
benefits expected to flow there from for
aperiodlongerthanoneyear.

ii. Gains or losses arising from
derecognition of an intangible asset
are measured as the difference
between the net disposal proceeds and
the carrying amount of the asset and

are recognised in the statement of
profit and loss when the asset is
derecognised.

2.6 Depreciationand Amortization

Depreciation is recognised to
systematically allocate the cost of
assets (other than properties under
construction) less their residual values
over their useful lives, as per the
depreciation rate determined by the
management.

Amortisation is recognized on a
straight-line basis over their estimated
useful lives. The estimated useful life
and amortisation method are reviewed
at the end of each reporting period,
with the effect of any changes in
estimate being accounted for on a
prospective basis.

Depreciation is provided on the written
down method based on the estimated
useful lives of the assets determined
by the management. Depreciation on
additions to fixed assets is charged on
pro-rata basis in the year of purchase.
The useful life of the assets and the
corresponding rates at which the
assetsare depreciated are as follows: -

Assets Category Estimated useful life Depreciation Rate

Plant & Machinery 18 — 19 years
Office Equipment 10— 11 years
Furniture & Fixtures 10 — 11 years
Computers & Accessories 10— 11 years
Automobiles 13 — 14 years

iv. Useful life is either the period of time
which the asset is expected to be used
or the number of production or similar
units expected to be obtained from the
use of asset. The estimated useful life,
residual values a depreciation method
are reviewed at the end of each
reporting period, with the effect of any
changes in estimate accounted for on
aprospective basis.
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V.
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25%
25%
20%

Depreciation on assets under
construction does not commence until
they are complete and available for
use.

Impairment of Tangible and Intangible

Assets

At the end of each reporting period, the
Company reviews the carrying
amounts of its tangible and intangible



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

ii. Intangible assets with indefinite useful
lives and intangible assets not yet
available for use are tested for
impairment at least annually, and
whenever thereis anindication that the
asset may beimpaired.

iii. Recoverable amount is the higher of
fair value less costs of disposal and
value in use. In assessing value in use,
the estimated future cash flows are
discounted to their present value using
a pre-tax discount rate that reflects
current market assessments of the
time value of money and the risks
specific to the asset for which the
estimates of future cash flows have
notbeen adjusted.

iv. If the recoverable amount of an asset
(or cash-generating unit) is estimated
to be less than its carrying amount, the
carrying amount of the asset (or cash-
generating unit) is reduced to its
recoverable amount. An impairment
loss is recognised immediately in the
Statement of Profitand Loss.

v. When an impairment loss
subsequently reverses, the carrying
amount of the asset (or a cash-
generating unit) is increased to the
revised estimate of its recoverable

2.8
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amount, but so that the increased
carrying amount does not exceed the
carrying amount that would have been
determined had no impairment loss
been recognised for the asset (or cash-
generating unit) in prior years. A
reversal of an impairment loss is
recognised immediately in the
Statement of Profitand Loss.

Borrowing Cost

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

All other borrowing costs are recognised
in the statement of profit or loss in the
periodinwhichthey areincurred.

Cash and Cash Equivalents

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

For the purpose of the statement of cash
flows, cash and cash equivalents consist
of cash and short-term deposits, as
defined above, net of outstanding bank
overdrafts as they are considered an
integral part of the Company's cash
management.

2.10 Inventories

Cost of inventories includes cost of
purchase, costs of conversion and other
costs incurred in bringing the inventories
to their present location and condition.
Inventories of stores, spare parts and
loose tools are stated at the lower of
weighted average cost and net realizable
value. Net realizable value represents the
estimated selling price for inventories in
the ordinary course of business less all
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estimated costs of completion and
estimated costs necessary to make the
sale.

Foreign Currency Transactions

I. The functional currency of the
Company is determined on the basis of
the primary economic environment in
which it operates. The functional
currency of the Company is Nepalese
Rupee (NPR).

ii. Inpreparingthe financial statements of
the Company, transactions in
currencies other than the entity's
functional currency (foreign
currencies) are recognised at the rates
of exchange prevailing at the dates of
thetransactions.

ii. At the end of each reporting period,
monetary items denominated in
foreign currencies are retranslated at
the rates prevailing at that date. Non-
monetary items carried at fair value
that are denominated in foreign
currencies are retranslated at the rates
prevailing at the date when the fair
value was determined.

iv. Non-monetary items that are
measured in terms of historical cost in
aforeign currency are not retranslated.

v. Exchange differences on monetary
items are recognised in the Statement
of Profitand Loss in the period in which
they arise.

2.12 Employment Benefits

The Company has schemes of
employment benefits namely provident
fund and accumulates leave payable as
peremployee service manual.

Defined contribution plan — Provident
Fund & Gratuity

These are plans in which the Company
pays pre-defined amounts to publicly
administered funds as per local
regulations and does not have any legal or
informal obligation to pay additional
sums. These comprise of contributions to
the social security fund with the
government on account of social security.
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The Company's payments to the defined
contribution plans are recognised as
employee benefit expenses when they are
due.

Short-term and long-term employment
benefits

l. A liability is recognised for benefits
accruing to employees in respect of
wages and salaries, annual leave and
sick leave in the period the related
service is rendered at the
undiscounted amount of the benefits
expected to be paid in exchange for
that service.

ii. Liabilities recognised in respect of
short-term employee benefits are
measured at the undiscounted amount
of the benefits expected to be paid in
exchange for therelated service.

ii. Compensated absences which are not
expected to occur within twelve
months after the end of the period in
which the employee renders the
related services are recognised as a
liability at the present value of the
obligation as at the Balance sheet date
determined based on actual
calculation as per Personnel Bye Laws
of the company. Actuarial valuation of
compensated absence has not been
doneasamountis not significant.

2.13 Taxation

Income Tax

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

Current Tax

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

Tax Exemption

As per section 11(3gha), of Income Tax
Act, 2058 Nepal, Institution having license



to generate, transmit and distribute
electricity shall be provided 100 % tax
exemption up to 10 years and 50% tax
exemption up to subsequent 5 years if the
commercial electricity generation,
transmission or distribution commences
uptoChaitra2080B.S.

Deferred Tax

i. Deferred tax is provided using the
balance sheet liability method,
providing for temporary differences
between the carrying amounts of
assets and liabilities for financial
reporting purposes and the amounts
used for taxation purposes. The
amount of deferred tax provided is
based on the expected realization or
settlement of the carrying amount of
assets and liabilities using tax rates at
thebalance sheet date.

ii. A deferredtax asset is recognized only
to the extent that it is probable that
future taxable profits will be available
against which the asset can be utilized.
Hence, at this point, deferred tax assets
have not been recognized against
deductible temporary differences. The
carrying amount of deferred tax assets
is reviewed at the end of each reporting
period and reduced to the extent that it
is no longer probable that sufficient
taxable profits will be available to allow
allor partof the asset to berecovered.

iii. Deferred tax liabilities and assets are
measured at the tax rates that are
expectedto apply in the period in which
the liability is settled or the asset
realized, based on tax rates (and tax
laws) that have been enacted or
substantively enacted by the end of the
reporting period.

2.14 Earnings Per Share

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

Diluted earnings per share is computed by
dividing the profit/ (loss) for the year as
adjusted for dividend, interest and other
charges to expense or income (net of any
attributable taxes) relating to the dilutive
potential equity shares, by the weighted
average number of equity shares
considered for deriving basic earnings per
share and the weighted average number
of equity shares which could have been
issued on the conversion of all dilutive
potential equity shares. Potential equity
shares are deemed to be dilutive only if
their conversion to equity shares would
decrease the net profit per share from
continuing ordinary operations. Potential
dilutive equity shares are deemed to be
converted at the beginning of the period,
unless they have been issued at a later
date.

2.15 Provisions, Contingencies and

Commitments

i. Provisions are recognized when the
Company has a present obligation
(legal or constructive) as a result of a
past event, it is probable that an
outflow of resources embodying
economic benefits will be required to
settle the obligation and a reliable
estimate can be made of the amount of
the obligation.

ii. The expense relating to a provision is
presented in the statement of profit
andloss net of any reimbursement.

iii. If the effect of the time value of money
is material, provisions are discounted
using a current pre-tax rate that
reflects, when appropriate, the risks
specific to the liability. When
discounting is used, the increase in the
provision due to the passage of time is
recognisedas afinance cost.

iv. A provision for onerous contracts is
recognised when the expected
benefits to be derived by the Company
from a contract are lower than the
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unavoidable cost of meeting its
obligations under the contract. The
provision is measured at the present
value of the lower of the expected cost
of terminating the contract and the
expected net cost of continuing with
the contract. Before a provision is
established, the Company recognises
any impairment loss on the assets
associated with that contract.

v. A contingent liability is a possible

Vi
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obligation that arises from past events
whose existence will be confirmed by
the occurrence or non-occurrence of
one or more uncertain future events
beyondthe control of the Company ora
present obligation that is not
recognized because it is not probable
that an outflow of resources will be
required to settle the obligation. A
contingent liability also arises in
extremely rare cases where there is a
liability that cannot be recognized
because it cannot be measured
reliably. The Company does not
recognize contingent liability but
discloses its existence in the
standalone financial statements.

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

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

2.16 Financial Instruments

Financial Instruments

Financial assets and financial liabilities
are recognised when the Company
becomes a party to the contract
embodying the related financial
instruments. All financial assets,
financial liabilities and financial
guarantee contracts are initially
measured at transaction cost and
where such values are different from
the fair value, at fair value. Transaction
costs that are directly attributable to
the acquisition or issue of financial
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assets and financial liabilities (other
than financial assets and financial
liabilities at fair value through profitand
loss) are added to or deducted from the
fair value measured on initial
recognition of financial asset or
financial liability. Transaction costs
directly attributable to the acquisition
of financial assets and financial
liabilities at fair value through profitand
loss are immediately recognised in the
statement of profit and loss. In case of
interest free or concession
loans/debentures/preference shares
given to subsidiaries, associates and
joint ventures, the excess of the actual
amount of the loan over initial measure
at fair value is accounted as an equity
investment.

. Effective Interest Method

The effective interest method is a
method of calculating the amortised
cost of a financial instrument and of
allocating interest income or expense
over the relevant period. The effective
interest rate is the rate that exactly
discounts future cash receipts or
payments through the expected life of
the financial instrument, or where
appropriate, a shorter period.

. Financial Assets

Financial Assets at Amortized Cost

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

Financial Assets Measured at Fair
Value

Financial assets are measured at fair
value through other comprehensive
income if these financial assets are
held within a business model whose



objective is to hold these assets in
order to collect contractual cash flows
or to sell these financial assets and the
contractualterms of the financial asset
give rise on specified dates to cash
flows that are solely payments of
principal and interest on the principal
amount outstanding. The Company in
respect of equity investments (other
than in subsidiaries, associates and
joint ventures) which are not held for
trading has made an irrevocable
election to present in other
comprehensive income subsequent
changes in the fair value of such equity
instruments. Such an election is made
by the Company on an instrument-by-
instrument basis at the time of initial
recognition of such equity
investments.

Financial asset not measured at
amortised cost or at fair value through
other comprehensive income s carried
at fair value through the statement of
profitandloss.

For financial assets maturing within
one year from the balance sheet date,
the carrying amounts approximate fair
value due to the shorter maturity of
theseinstruments.

Impairment of Financial Assets

Loss allowance for expected credit
losses is recognised for financial
assets measured at amortised cost
and fair value through the statement of
profitofloss.

The company recognises impairment
loss on trade receivables using
expected credit loss model. For
financial assets whose credit risk has
not significantly increased since initial
recognition, loss allowance equal to
twelve months expected credit losses
is recognised. Loss allowance equal to
the lifetime expected credit losses is
recognised if the credit risk on the
financial instruments has significantly
increased since initial recognition.
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De-Recognition of Financial Assets

The Company de-recognises a
financial asset only when the
contractual rights to the cash flows
from the financial asset expire, or it
transfers the financial asset and the
transfer qualifies for de-recognition
under NFRS9.

If the Company neither transfers nor
retains substantially all the risks and
rewards of ownership and continues to
control the transferred asset, the
Company recognises its retained
interest in the assets and an
associated liability for amounts it may
haveto pay.

If the Company retains substantially all
therisks and rewards of ownership of a
transferred financial asset, the
Company continues to recognise the
financial asset and also recognises a
collateralised borrowing for the
proceeds received.

On de-recognition of a financial assetin
its entirety, the differences between the
carrying amounts measured at the
date of de-recognition and the
consideration received is recognised in
statement of profit or loss.

.Financial Liabilities and Equity

Instruments
Classification as Debt or Equity

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

Equity Instruments

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

Financial liabilities are initially
measured at fair value, net of
transaction costs, and are
subsequently measured at amortised
cost, using the effective interest rate
method where the time value of money
is significant. Interest bearing bank
loans, overdrafts and issued debt are
initially measured at fair value and are
subsequently measured at amortised
cost using the effective interest rate
method. Any difference between the
proceeds (net of transaction costs)
and the settlement or redemption of
borrowingsis recognised over the term
of the borrowings in the statement of
profitandloss.

For trade and other payables maturing
within one year from the balance sheet
date, the carrying amounts
approximate fair value due to the short
maturity of these instruments.

De-Recognition of Financial Liability

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

. Offsetting of Financial Instruments

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

Under IFRIC 12 — Service Concession
Arrangements applies to public-to-private
service concession arrangements if:

(a) The grantor controls or regulates what
services the operator must provide
with the infrastructure, to whom it
must provide them, and at what prices:
and

(b)The grantor controls through
ownership, beneficial entitlement or
otherwise any significant residual
interest in the infrastructure at the end
of theterm of the arrangement

(c) Is the infrastructure constructed or
acquired by the operator from a third
party for the purpose of the service
arrangement OR is the infrastructure
existing infrastructure of the grantor to
which the operator is given access for
the purpose of the service
arrangement.

Infrastructure used in a public-to-private
service concession arrangement for its
entire useful life (whole life of assets) is
within the scope of this IFRIC, if the
conditionsin (a) above are met.

These arrangements are accounted on
the basis of below mentioned models
depending on the nature of consideration
andrelevant contract law.

Financial Asset Model:

The Financial asset model is used when
the Company, being an operator, has an
unconditional contractual right to receive
cash or another financial asset from or at
the direction of the grantor for the
construction services. Unconditional
contractual right is established when the
grantor contractually guarantees to pay
the operator (a) specific or determinable
amount; (b) the shortfall, if any, between
amounts received from the users of the
public services and specified or
determinable amounts.

Intangible Asset Model:

The intangible asset model is used to the
extent that the Group, being an operator,
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receives aright (a license) to charge users
of the public service. A right to charge
users of public services is not an
unconditional right to receive cash
because the amounts are contingenton to
the extent that public uses the services.
Both type of arrangements may exist
within a single contract to the extent that
the grantor has given an unconditional
guarantee of payment for the
construction and the operation i.e.
considered as a Financial asset and to the
extent that the operator has to rely on the
public using the service in order to obtain
payment, the operation has an intangible
asset.

The Company maintains and services the
infrastructure during the concession
period. These concession arrangements
set out rights and obligations related to
the infrastructure and the services to be
provided. The right to consideration gives
risetoanintangible asset and accordingly,
theintangible asset modelsis applied.

Financial Risk Management Objectives
and Policies

The Company's business activities
expose it to a variety of financial risks,
namely primarily to fluctuations in foreign
currency exchange rates, interest rates,
equity prices, liquidity and credit risk,
which may adversely impact the fair value
of its financial instruments. The
Company's Board and senior
management has overall responsibility for
the establishment and oversight of the
Company's risk management. The
Company's risk management policies are
established to identify and analyse the
risks faced by the Company, to set
appropriate risk limits and controls and to
monitor risks and adherence to limits.
Risk management policies and systems
are reviewed regularly to reflect changes
in market conditions and the Company's
activities.

The Risk Management is done by the
Company's management that provides
assurance that the Company's financial
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risk activities are governed by appropriate
policies and procedures and that financial
risks are identified, measured and
managed in accordance with the
Company's policies and risk objectives.

The Board of Directors reviews and agrees
policies for managing each of these risks
which are summarized below: -

a. Currency Risk

The Company is subject to the risk that
changes in foreign currency values
impact the Company's Payment to
Suppliers/contractor/Sub-contractor.
The Company is exposed to foreign
exchange risk arising from currency
exposures, primarily with respect to US
Dollar. The aim of the Group's approach
to management of currency risk is to
leave the Company with no material
residual risk. This aim has been
achieved in all years presented. Since,
there is no significant currency risk,
hence no forward contract was
entered.

b. Credit Risk

Credit risk refers to the risk that a
counterparty including its subsidiaries
and associates will default on its
contractual obligations resulting in
financial loss to the Company. The
Company has adopted a policy of only
dealing with creditworthy
counterparties and obtaining sufficient
collateral, where appropriate, as a
means of mitigating the risk of
financial loss from defaults. The
Company's exposure and the credit
ratings of its counterparties are
continuously monitored. In addition,
the Company is exposed to credit risk
inrelationtofinancial guarantees given
tobanks provided by the Company. The
Company's maximum exposure in this
respect is the maximum amount the
Company could have to pay if the
guarantee is called on. No amount has
been recognised in the financial
position as financial liabilities.
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c. InterestRate Risk

Interest rate risk is the risk that the fair
value or future cash flows of a financial
instrument will fluctuate because of
changes in market interest rates. The
Company's exposure to the risk of
changes in market interest rates
relates primarily to the Company's
long-term and short-term debt
obligations. Since, the interest rate risk
is influenced by market forces, NHL
has little role to play for minimizing this
risk. However, the Company during the
financial year enjoys fixed bearing
interest rate in short term & long-term
loan as per the facility agreement
concluded with the Consortium banks
thereby safeguarding the risk imposed
by the current market scenario.
d. Liquidity Risk

Liquidity risk is the risk that the
Company will face in meeting its
obligations associated with its
financial liabilities. The Company's
approach to managing liquidity is to
ensure that it will have sufficient funds
to meet its liabilities when due without
incurring unacceptable losses. In
doing this, management considers
both normal and stressed conditions. A
material and sustained shortfall in our
cash flow could create potential
business continuity risk.

2.19 Capital Management

For the purpose of the Company's capital
management, capital includes issued
capital, and all other equity reserves
attributable to the equity holders of the
company. The Company manages its
capital so as to safeguard its ability to
continue as a going concern and to
optimize returns to the shareholders. The
capital structure of the Company is based
on management's judgement of the
appropriate balance of key elements in
order to meet its strategic and day-to-day
needs. We consider the amount of capital
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in proportion to risk and manage the
capital structure in light of changes in
economic conditions and the risk
characteristics of the underlying assets.

The Company's aim is to translate
profitable growth to superior cash
generation through efficient capital
management. The Company's policy is to
maintain a stable and strong capital
structure with a focus on total equity so as
to maintain investor, creditor, and market
confidence and to sustain future
development and growth of its business.
The Company's focus is on keeping strong
total equity base to ensure independence,
security, as well as a high financial
flexibility for potential future borrowings, if
required, without impacting the risk profile
of the Company. The Company will take
appropriate steps in order to maintain, or if
necessary, adjust, its capital structure.
The management monitors the return on
capital as well as the level of dividends to
shareholders. The Company's goal is to
continue to be able to return excess
liquidity to shareholders by continuing to
distribute dividends in future periods.

No changes were made in the objectives,
policies or processes for managing
capital during the years ended 32st Ashad
2082.

2.20 Segment Reporting

The Chief Executive Officer and functional
managers of the Company have been
identified as the Chief Operating Decision
Maker (CODM) as defined by NFRS 8,
Operating Segments. The CODM
evaluates the Company's performance
and allocates resources based on an
analysis of various performance
indicators, however the Company is
primarily engaged in only one segment
viz., "Generation and Sale of electricity”
and that most of the operations are in
Nepal. Hence the Company does not have
any reportable Segments as per NFRS 8
"Operating Segments”,
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