N. Thapa & Associates Kritipur Municipaity 1

Tyanglaphat, Kathmandu
thapanavinai@gmail.com
9851150619, Nepal

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF ANKHU KHOLA JALVIDHYUT COMPANY LIMITED

OPINION

We have audited the accompanying financial statements of ANKHU KHOLA JALVIDHYUT
COMPANY LIMITED (“the Company”), -which comprises the Statement of Financial Position as at
31 Ashad 2078 (15 July 2021), the Statement of Profit or Loss and other comprehensive income,
the Statement of Changes in Equity and the Statement of Cash Flows for the year then ended, and
the notes to the financial statements, including a summary of the significant accounting policies.

In our opinion and to the best of our information and according to the explanations given to us,
the aforesaid the financial statements presents fairly, in all material respects, the financial
position of the Company, as at 31 Ashad 2078 (15 July 2021), and its financial performance and
cash flows for the year then ended, in accordance with Nepal Financial Reporting Standards.

BASIS FOR OPINION

We conducted our audit of the financial statements 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 Financial 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 obtained
is sufficient and appropriate to provide a basis for our audit opinion on the financial statements.

KEY AUDIT MATTERS

Key audit matters are those matters, that in our professional judgement, were most significance
in our audit financial statements of the financial year ended on Ashadh 31,2078(15" July
2021). These matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon ,and we do not provide a separate opinion on these
matters. We have determined the matters described below to be the key audit matters to be
communicated in our report.

Key audit matters How our audit addressed the key audit matter
Particulars :

Payment dispute between Ankhu Khola
Jalvidhyut company and Ramechhap Sherpa
construction Pvt. Lid.

As reported in Note 6.6.7, regarding payment ¢ We have evaluated the litigation matters
dispute of NPR 19,28,00,000 between Ankhu provided by the management.

Khola Jalvidhyut company and Ramechhap o We read the summary of litigation
Sherpa  construction Pvt. Ltd. (Civil matters and held discussion with
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Contractor of the Ankhu Khola Hydropower company legal counsels.
Project) the proceedings have been carried e We reviewed the assumptions and
out at Honorable High court. The honorable assessed the estimates.

high court has decided to send back the
dispute for the process of Arbitration.

Revision of estimated useful life of project e We reviewed the assumptions and
assets assessed the estimates.

As reported in Note 6.1.1, Property, Plant and e We evaluated management judgements
Equipment, the estimated useful life of the on the best estimate of useful life of
project assets presented under intangible assets.

assets under IFRIC has been revised from 3.2%
p.a to 1.5% p.a.

OTHER INFORMATION

We have nothing to report on the other information in the Annual report. The directors are
responsible for the other information presented in the Ankhu Khola Jalvidhyut company.

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 accordance with Nepal Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of the financial statements that
are free from material misstatement, whether due to fraud and error,

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting process.

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 that 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:
r~
A2
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» Identify 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
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 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.

e 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 have communicated 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 THE REQUIREMENTS OF THE COMPANIES ACT, 2063

We have obtained information and explanations asked for, which, to the best of our knowledge
and belief, where necessary for the purpose of our audit. In our opinion, the Statement of
Financial Position), the Statement of Profit or Loss and other comprehensive income and the
Statement of Cash Flows have been prepared in accordance with the requirement of the
companies Act, 2063 and are in agreement with the books of account of the company; and proper
books of accounts as required by law have been kept by the company.

To the best of our information and according to explanations given to us and from our examination
of the books of account of the company necessary for the purpose of our audit, we have not come
across cases where Board of Directors or any employees of the company have acted contrary to

o
e
Q Page 3 0of 4



N. Thapa & ASSOCiateS Kritipur Municipality 1

Tyanglaphat, Kathmandu
thapanavinai@gmail.com
9851150619, Nepal

the provisions of law relating to the accounts, or committed any misappropriation or caused loss
or damage to the company relating to the accounts in the Company.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

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.

The Statement of Financial Position, the Statement of Profit or Loss and 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.

In our opinion and to the best of our information and according to the explanations given
to us, the Board of Directors, the representative or any employee of the company has not
acted contrary to the provision of law relating to accounts nor caused direct loss or
damage to the company deliberately or acted in a manner that would jeopardize the
interest and security of the company.

The operations of the company were within its jurisdiction.

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

Date: 2078/08/17 CA. Nabina Thapa
Place: Lalitpur, Nepal Proprietor
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Ankhu Khola Jalvidhyut Company Limited
Statement of Financial Position
As at 31st Ashadh 2078 (15 July 2021)

Particulars Note Asat 31 Ashadh 2078
Assets

Non-Current Assets

Property. Plant & Equipment 4 1.844.308.672

Capital Waork in Progress -
Financial Assets

Investment m Assoclates 5 -
Other Equity Investments B 6,500,000
Other Non-Current Assets 7 H
Deffered Tax "
Total Non-Current Assets 1,850,908,672
Current Assets

[nventones q 3 -

Financial Assers

rade Recevables 9 112,027,130
Cash & Cash Equivalents 10 539,312
Term Deposit I -
Other Current ASsets 7 6,004 669
Current Tax Assets 12 .
Total Current Assets 118,571,111
Assets Held for Sale

Total Assets 1,969,479,783
Equity & Liabilities

Equity

Ciquity Share Capital 13 800000000
Other Equity 4 (263.355,599)
Total Equity 536,644,401

Non-Current Liabilities
Financial Liabilities

Borrowing 15 1,314226.419
I'rade Payables 19 -
Other Financial Liabilities |6 -
Provisions 17

Deffered Tax 12 -
Cther Liatuliies 18 -
Total Non-Cureent Liabilities 1,314,229, 419
Financial Liabilities

Borrowings 2] 54,855,076
Trade Payables 19 5.801,308
Other Financial Liabilites 14 57920207
Current tax Liabilities (Net) 12 =
Provisions 7

Other Liabilities 18 20,373
Total Current Lianbilities 118,605,964
Total Liabilities 1,432,835,383
Toral Cquity & Liabilities 1,969,479,783

The agkompanying notes are integral part of these financial statements

Ram Prasad sapkota  Dinesh Prasad Shrestha

Director
Indra Krishna Shrestha Rajani Basnet KC
[drector Direatar

Ca Nabina Thapa
N Thapa & Assaciates

Chartersd Accountants

Date; 2078.08.17
Place: Kathmandu Mepal

Figures in NPR
Asar 31 Ashadh 2077

1,871.981,614

6,600,000

1.878,581,614

120,268,788
2,242,884

5,005,023

128,416,695

2,006,998,309

800,000,000
(258,489,063)
541,510,937

1,200,291,858

1,200,291 858

202,714,452
6,360,986
55,907,116

212,961
265,195,514
1,465,487,372
2,006,998,309

wrawamsraray

Marayan Pd.
Directar

Bz

Pratikshya Sharma
Finance Officer




Ankhu Khola Jalvidhyut Company Limited
Statement of Profit or Loss & Other Comprehensive Income
For the Year ended 31st Ashadh 2078 (15 July 2021)

Period Ending

Particulars ; Note 31 Ashadh 2078
Revenug 20 193.578.152
Cost of Sales Ly

Generation & Distribution Expenses 21 33,781,768
Gross Profit 159,796,384
Depreciation 4 28.599.074
Crther Income 22 931,800
Administrative & General Expenses 23 8,588,329
Gamn{loss) on sale of Non-Current Assets [eld for Sale

Profit from Operation 123,540,781
Finance Income < 24 66
Finance Costs 25 122,789,007
Profit before taxes ! 751,840
Income Tax Expenses

Current Tax 12

Deffered Tax Credit/Charge

Profit for the Year 751,840

Other Comprehensive Income
Other Comprehensive Income not to be reclassified (o profit or loss in subsequents periods
i, Re-Measurement (losses)/Gains on Post Employment Defined Benefit Plans

il Equity Instruments through Other Comprehensive Inec 26 7
ut. Tax Relatng items thal will not 1o be classified 1o Prc 12

Other Comprehensive Gain/(Loss) for the Year (Net of Tax) -
Total Comprehensive Gain/(Loss) for the Year (Net of Tax) 751,840
Earning Per Share of Rs. 100 Each

Basic Earning Per Share-Rs 27 0.09
Diluted Earning Per Share- Rs 27 0.09

The accompanying notes arc integral part of these financial statements

am Shrestha Diftesh Prasad Shrestha
Chairman Director Director

Ram Prasats

Itsav Baral
Director Dircctor CEO
e~

W

CA Nabina Thapa

N.Thapa & Associates

Chartered Accountants
Daie: 2078.08.17

Place: Kathmandu Nepal

Figures in NPR
Period Ending
31 Ashadh 2077
226.270,947

39,241,643
187,029,304
82.044.359
4,657.349
8.900,919

100,741,374
175

129,337,920
(28,596,371)

(28,596,371)

(28.596,371)

(3.57)
(3.57)

Director

______ R

Pratikshya Sharma
Finance Officer




Ankhu Khoela Jalvidhyut Company Limited
Statement of Cash Flows
Forthe yvear ended 315t Ashacdh 2078 (15 July 2021)

Figures in NPR
Period Ending Period Ending
Particulars 31 Ashadh 2078 31 Ashadh 2077
Cash Flow from Operating Activities
Profit for the Year ) 751,840 (28,596,371)
Adjustments = .
Laoss/(Gain) on Sale of Assets [Held for Sale

Depreciation on Property, Plant & Equipment 28,599 074 82,044 359

Finance Income (66) (175)

Finance Cost 122,789,007 129,337,920

Lass/(Gain) on Sale of Non-Current Assets Held for Sale

Profir on sale on Property. Plant & Equipment

Gain/Loss on Equity Method of Investment

Waorking Capital Adjustments:

(Increase)Decrease i Other Assers”™ (99,646) 3,754,244
(Increase)/Decrease in Term Deposit - -
(Increase ) Decrease i Inventories

{InereaseiDecrease in Trade Receivables 8,241,659 52448153
Increase/(Decreasel in Trade Pavables (559,678) (54,358)
Increase/( Decrease) i Financial Liabilines 6,896,722 (95 144 B5%)
Inerease/ (Decrcase (i Dl Liabilitivs | 192,588) 122,572

(Increase)/Decrease in Current Tax As
Increase/(Decrease] in Current Tax Liabilities
Increase/(Decrease) in Provisions - =

Cash Generated from Operations 166,426,323 143 911,484
Income Taxes Paid e -
Net Cash flow from Operating Activities (A) 166,426,323 143,911,484

Cash Flow from/(Used in) Investing Activities

Proceeds from Sale of Asset 5 .
Proceeds from Sale of Assets held for Sale - -
Finanee Income 66 175
{Inerease)/Deerease (n other Equity Investment

(Increase)/Decrease in Investment in Associates

Acquisition of Property, Plant and Equipment (926,132) (1,760,645)
Purchase of Intangibles

Increase in CWIP

Bank Balance other than Cash & cash Equivalents

Net Cash Flow from Investing Activities (B) (926,065) (1,760,470)
Cash Flow from Financing Activities
Issue of Share - -

Issue af Bonus Share
Share issue Cost -
Berrowing (Repaid) Taken (Net) (44,715,310} (12,077.531)

Dividend Paid

Finance Cost (122488,519) (129,337.920)
Net Cash Flow from Financing Activities ( C) (167,203,829) (141,415,451)
Increase /(Decrease) in cash & Cash Equivalents (A+B+C) (1,703,572) 735,563
Net Foreign Exchange Difference on Cash & Cash Equivalents - -
Cash & Cash Equivalents at Beginning of the Year 2,242,884 1,507,321
Cash & Cash Equivalents at End of the Year 539,312 2,242,884

Theaees L R T R R T T T P PP R TRy T TR TR T

val

Ram Prasad sapkota [Zinesh Prasad Shrestha Narayan Pd.
Director Director Director

=

Indra Krishna Shrestha Rajani Basnel KC Pratikshya Sharma
Director Direetor CEO Finance Officer

CA Nabina Thapa

N Thapa & Associates
Chartered Aceountants
Date: 207808 17

Place! Kathmandu,Nepal




Ankhu Khola Jalvidhyut Company Limited
Statement of Changes in Equity
For the year ended 31st Ashadh 2078 (15 th July 2021)

Figuresin NPR
: T i Retained Earning & Reserves
Eringes Eqiiokire Capiinl Share Premium  General Reservgs Retained Earnings ekl
Balance as at 31 Ashadh 2077 S00,000,000 (258,489.063) 541,510,937
Profit for the Year 751,840 751,840
Other Comprehensive Inccome S = . %
Total Comprehensive Income ! 751,840 751,840
Dividends to Sharcholders -
Prior Year Adjustments (5,618,378) (5,618,376)
Balance as at 31 Ashadh 2078 800,000,000 - - (263,355.599) 536,644,401

The

mpanying notes are integral part of these financial statements

Teesasess e

- o
am Shrestha Dinesh Prasad Shres Narayan Pd.
Charmman Director Director Director

........................... ._ S T .

Rajani Basnet KC Utsav Baral Pratikshya Sharma CA Nabina Thapa

Director CEO Finance OfTicer N.Thapa &Associates
Chartered Accountants

Date: 20780817

Place Kathmandu, Nepal
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Ankhu Khola Jalvidhyut Company Limited
Notes to Financial Statements for the year Ended 31st Ashadh 2078 (15 July 2021)
Note 5 g
Investment in Associates:

As at 31 Ashadh 2078 As at 31 Ashadh 2077
Particulars No of Shares Amount No of Shares Amount
Unquoted Investment at Fair Value (FV)
Investment in Associate Companies
Gross Investment (A)
Adjustment for Equity Method
Total Adjustment (B)
Net investment at Cost (A+B)
Note 6
Other Equity Investment:
As at 31 Ashadh 2078 As at 31 Ashadh 2077
Particulars No of Shares Amount No of Shares Amount
Through Other Comprehensive Income
-, Singati Hydro Energy Ltd 65000 6.500,000.00 65000 6,500,000.00
(Equity Share of NPR 100 cach fully Paid up)
Shahid Sanchar Sahakari Ltd 1000 100,000.00 1000 100,000.00
- (Equity Share of NPR 100 each fully Paid up)
Total 66000 6,600,000.00 66000 . 6.600,000.00

The company has classified Other Equity Investment as Fair Value Through Other Comprehensive Income. The Fair vaule of the
investment has been taken at cost of the investment.




Ankhu Khola Jalvidhyut Company Limited

Notes to Financial Statements for the Year ended 31st Ashadh 2078(15 July 2021)

Note 7

Other Assets (Current & Non-Current):

Particulars

Current

Prepaid Expenses (7.1)
Advance to Suppliers (7.2)
Advance to Landlord (7.3)
Loan & Advances to Staff (7.4)
Other Receivables (7.5
Total

Non-Current

Prepaid Expenses
Advance to Suppliers
Advance to Landlord

Loan & Advances to Staff
Other Receivables

Tatal

G. Total

Details of Other Expenses
Prepaid Expenses (7.1)
Pre-Paid Insurance

Sub-Total

Advance to Suppliers (7.2)
KEY PLI Enterprises

KTM Vehicles Service Pvt Lid.

Shova Legal Service & Research Center Pvt, Ltd.

Harit Tara Construction Pvt, Ltd.

Qrankang Allonward Hydro Equipment Pvt. Ltd.

Sk Eleetric Engincering Technology
Rajkumar Bhandari

Sunshine Law Firm and Research Center Pyt Lid

Civil Capital Market Limited
Other Advance

Sarada Kumari Bhandari Poudel
Ram Bd. Thapa Chhetri

Tek Tamang

Sub-Total

Advance'to landlord (7.3)
Advanee to landlord

Sub-Total

Advance to Staff (7.4)

Bhoj Raj Puri Advance
Shambhu Timilsima(Advance)
Achyut Bogati

Mitra Bd. Panla

Sub-Total

Deposit (7.5)

Bhajuratna Engincering (Deposit)
Security Deposil (For Rent)
Shanker Oxygen Gas (Deposit)
Legal Deposil

Advance Tax (TDS Deducted) .
Bank Margin

Sub-Total

Total

%@

N2

Z

As at 31 Ashadh 2078

908,874
1,113,000
3.625.000

211.43%

146,355
6,004,669

6,004,669

908.874
908,874

1,000,000
113.000

1,113,000

3,625,000
3,625,000

10,326
42,073

159,040

211,439
43.000

23,975
5.280
42,101
30,000
146,355
6,004,669

As at 31 Ashadh 2077

973,179
1,129,498
3.625.000
31.000
146.346
5,905,023

5,905,023

973.179
973.179

1000000

113,000

16,498

1,129,498

3.625.000
3,625,000

31.000

122,489
45000

23.975
3.280
42,065
30,000
146,319
5,996,485

d
1

Lameard %




Ankhu Khola Jalvidhyut Company Limited

Notes to Financial Statements for the Year ended 31st Ashadh 2078(15 July 2021)

Note 8

Inventories

Particulars -

General Stock/ Office Supplies/Consumables
Stock of Electrical Goods

Engineering Spare Parts !

Total

Note 9

Trade Receivables

Paticulars

Receivabe From NEA (Forced Majeure Event)
Receivable from NEA (20% Posted Rate)
Receivable from NEA (Normal)

Total

Note 10

Cash & Cash Equivalents

Paticulars

Bank Balances

In Current Accounts

Prabhy Bank Limited (Current Account)

Prime Commercial Bank Limited (00101367 CA)
Prime Commercial Bank Limited (00103772 CA)
Rastriva Banijya Bank

Sunrise Bank

Kumari Bank

Machhapuchree Bank

In Call Accounts

Prabhu Bank Limited (Call Account)

Cash

(ash on Hand

Cheque on Hand

Total

As at 31 Ashadh 2078

As at 31 Ashadh 2078
12,729,977
35.588.411
43,708,742
112,027,130

As at 31 Ashadh 2078

138,829
254,673
5.115
10,000
96.163
6,634
3.026

11,773
13,098

339.312

As at 31 Ashadh 2077

As at 31 Ashadh 2077
12.729.977
63,355.260
42 183551

120,268,788

As at 31 Ashadh 2077

10.000
2.189.411
5.000
10,000

1L L

16.756

2,242,884

For the purpose of the statement of cash flows, Cash & Cash Equivalents comprise the following:

Paticulars

Bank Balances

In Current Accounts,

Prabhu Bank Limited (Current Account)

Prime Commercial Bank Limited (00101367 CA)
Prime Commercial Bank Limited (00103772 CA)
Rasiriya Banijva Bank

Sunrise Bank

Kumari Bank

Machhapuchree Bank

In Call Aceounts

Prabhu Bank Limited (Call Account)

Cash

Cash on Hand

Cheque on Hand

Total

Note 11
Term Deposit
Paticulars
Term Deposit
Total

Note 12
Particulars
[neome Taxes

As at 31 Ashadh 2078

| 38.829
254,673
R
10,000
96,163
6.634
3.026

11,773
13.098

539,312

As at 31 Ashadh 2078

As at 31 Ashadh 2078

As at 31 Ashadh 2077

10,000
2189411
5,000
10,000

11717

16,756

2,242,884

As at 31 Ashadh 2077

As at 31 Ashadh 2077

=

(8.241.658.58)

3
g




Ankhu Khola Jalvidhyut Company Limited
Notes to Financial Statements for the year Ended 31st Ashadh 2078 (15 July 2021)

Note 13
Equity Share capital
As at 31 Ashadh 2078 As at 31 Ashadh 2077
Particulars No of Shares Amount No of Shares Amount
A. Equity Shares
Authorised sl 11500000 1.150.000.000.00 11500000  1.150.000.000.00 & %
Equity Shares of NPR 100 each with voting rights
Issued 8000000 §00.000.000.00 8000000 §00.000.000.00
Equity Shares of NPR 100 each with voting rights
Subseribed & Fully Paid 8000000 §00,000.000.00 8000000 800.000.000.00

Equity Shares of NPR 100 each with voting rights

B.Reconciliation of number of shares outstanding at the beginning and end of the year

As at 31 Ashadh 2078 As at 31 Ashadh 2077

Particulars ; No of Shares No of Shares
Balances at the Beginning of the Year 8000000 8000000
Add: Issue of Shares: IPO Local 0 0
Add: Issue of Shares: IPO Public ] ]
Balances at the End of the Year 8000000 8000000
C. Details of the Shareholding more than 1%

; As at 31 Ashadh 2078 As at 31 Ashadh 2077
Particulars No of Shares Share % No of Shares Share %
Pramod Prasad Chaudhary 83000 1.04% 83000 F0d4% & &
Mahesh Prasad Rijal 100000 1.25% 100000 1.25% %
Sharmila Tamang 155000 1.94% 155000 1.94%
Chandra bahadur Tamang 150000 1.88% 150000 |.88%
Shekhar Basnet 100000 1.25% 100000 1.25%
Janak Prasad Bhatta 200000 2.50% 200000 2.50%
Nabaraj Adhikari 813500 1.02% 81500 1.02%
Total 869500 10.87% 869500 10.87%

D. Terms/Rights attached to equity shares

['he company has only one class of equity shares having par value of NPR 100 per share, Every Member holding equity shares therein
shall have voting rights in proportion to the members share of the paid up equity share capital. The company declares and pays dividend
in nepalese rupees. The dividend proposed by the board of directors is subject to the approval of the shareholders in the ensuring Annual
General Meeting. In the event of liquidation of the company. the holders of the equity shares will be entitled to receive remaining assets
of the company, after distribution of all preferential amounts. The distribution will be in proportion to the number equity shares held by
the equity shareholders.

E. Dividend Paid and Proposed:

Declared Dividend & Proposed Dividend As at 31 Ashadh 2078 As at 31 Ashadh 2077 L i
Declared and approved for during the vear AT
Dividends on Ordinary Shares - ~




Ankhu Khola Jalvidhyut Company Limited
Notes to Financial Statements for the year Ended 31st Ashadh 2078 (15 July 2021)

Note 14

Other Equity

Balance as at 31 Ashadh 2077
Balance as at 1 Shrawan 2077
Profit for the Year

Other Comprehensive Inccome
Total Comprehensive Income
Dividends to Sharcholders
Issue of Right Share

Prior Year Adjusiments
Balance as at 31 Ashadh 2078

Note 15

Borrowing

Particulars

Measured at Amortised Cost
Non-Current

Term Loan

Short Term Loan

Add/(Less) Loan Balance - NFRS Adjustment
Sub-Total

Current

Term Loan

Short Term Loan

Ovyerdraft

Sub-Total

G. Tatal

Sub-Classifieation Period wise
Consortium Loan

Within 12 Months

After 12 Months

Add/(l.ess) Loan Balance - NFRS Adjustment
Total

Rastriya Banijya Bank

Within 12 Months

After 12 Months

Total

Ovendraft Loan

Within 12 Months

After 12 Months

Note 16

Other Financial Liabilities
Particulars

Non-Current

Employees Account Payable
Interest Pavahle

Rovalty Payable

Other Payable

Sub-Total

Current

Employees Account Payable (16.1)
Interest Payable (16.2)
Royalty Payable  (16.3)

Other Payable  (16:4)
Sub-Tortal

G. Total

Retained Earning & Reserves

Share Premium  General Reserves

As at 31 Ashadh 2078

1.313.172,066

157,353
1.314,.229.419

29.000,000

25855076
54,855,076
1,369.084,495

29.000.000
1.164.582,532
1,057.353
1,194,639.885

148,589,534
148,589,534

25.855,076

As at 31 Ashadh 2078

4.265.994
29,720,769
6.846.307
17,096,137
57,929,207
57,929,207

Retained Earnings
(258,489,063)
(258.489,003)

751.840
(257,737,224)

5618376
(263.355.599)

As at 31 Ashadh 2077
1,200:291.858

1,200,29 1,858
186,000,000
16,714,452

202,714,452
1,403.000,309

18,000,000
1,200.291,858

1,218.291.858
168.000,000
168,000,000

16,714,452

As at 31 Ashadh 2077

844,674
31,934,584
6.340,060
16,787,798
55,907,116
55,907,116

Figures in NFR
Tatal

(258.489.063)
(258,489.0063)
T51.840

(257.737.224)

5.618.376
(263.355.599)




Ankhu Khaola Jalvidhyvut Company Limited

Notes to Financial Statements for the vear Ended 31st Ashadh 2078 (15 July 2021)

Employees Aceount Payable (16.1)
Shambhu Timilsina

Durga Datta Chhatkuli

Mabara) Sapkota

CIT payable

Staff Salary Payable :
Gratuity Payable

Total

Interest Payable (16.2)
Interest Payable on Term Loan
Total

Royalty Payable (16.3)
Royalty Payable
Total

Other Payable (16.4)

(Dther Short Term Personal Loan (164.1)
Sibakoti & Associates

Subash Bir Singh Tuladhar

Meeting Allowance Payable

Lekhnath Bhushal

Pavable to Utsav Baral

Retention amount

Total

Other Short Term Personal Laon (16.4.1)
payable to Ananda Kumar Jha

Payable to Babu Sherpa

Payable to Parmananda Thapa

Payable to Pramodh Chaudhary

Payable 1o Punya Pd. /Indra Shekher
Payable to Ram Shrestha

Payable to Chungwa Sherpa

Pavable 10 Tendi Sherpa

Total

Interest Payable on Personal Loan
Interest on PL{Ananda Kumar Jha)

interest on PL{Babu Sherpa)

Interest on PL{Dipak Maskey)

Interest on PL{Keshav Tuladhar)

Interest on PL({Parmananda Thapa)

Interest on PL(Praladh Limbu)

Inierest on PL{Punya Prasad/Indra Shekhar)
Interest on PL{Ram Shrestha)

g

4.265.994
4,263,994

29,720,769
29.720.769

6,846,307
6,846,307

16.153.548
71,500

8.500
752,000
110,589

17.096,137

50,000
1,700,000
-1.300.000
1.053,548
3.900,000
200,000
2.750.000
5.000.000
16.153.548

387.671
2.783.808
262,577
27,408
2,610,849
2.787.395

7.238,027
233,532

3.927
29,550
920
13.000
795.277

844,674

31,934,584
31,934,584

6,340,060
6,340,060

16,153,548
121,500
12.750
500,000

16,787,798

50,000
1,700,000
1,500.000
1,053,548
3,900,000

200.000
2,750,000
5,000,000

16,153,548

387,671
2.783.808
262.577
27,408
2,610,849
2.787.395
7.238.027

233337

Q._-
i3
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Ankhu Khola Jalvidhyut Company Limited
Notes to Financial Statements for the vear Ended 31st Ashadh 2078 (15 July 2021)

Interest on PL(Shekher Basnet) 666.641 666,641
Interest on PL(Siddhi Charan Shrestha) 1,701,918 1.701,918
Interest on PL(Sri Ram KC) 1.665.382 1,665,382
Interest on PL(Sunil pokhrel) 101,675 101,675
Interest on PL(Tendi Sherpa) 2,501,610 2501610
Sub-Total , 22.968.494 22,968.494
Note 17 Ny
Provisions i E

Particulars - As at 31 Ashadh 2078 As at 31 Ashadh 2077 it
Non-Current | :
Provisions [or Gratuity (Net) o -

Provisions for Leave Encashment i T -

Sub-Total -

Current i

Provisions for Gratuity (Net)

Provisions for Leave Encashment A :

Sub-Total 5 =

G. Total : - £ : 4

Note 18

Other Liabilities

Particulars Asat31 Ashadh 2078 Asat 31 Ashadh 2077
Noun-Current :
Bonus to Employees = 5
Dividend Payable = =

Sub-Total - -

Current

Bonus to Employees = = ¥ ‘L
Dividend Payable ; - = 2
TDS Pavable 20,373 212.961

Sub-Total 20,373 212,961

G. Total 20.373 212,961

TDS Payable Details

TDS on Individualr‘Propricmrship Firm (LEITD) 4.500 114,176

TDS on Salary (I11112) - 21.114

TDS on Public Limited Company. (11122) - 730

TDS on Private Limited Company (11123) 2,987 14,090 ¢ 1
TDS on Rent (11131) | 12,419 53,494

Social Security Tax (1%) (11211) 467 9,336

Total 20,373 212,961

Nnte 19

Trade Payables

Particulars As at 31 Ashadh 2078 As at 31 Ashadh 2077

Non-Current

Sundry Creditors i _*
Sub-Total - - A
Current |

Sundry Creditors 5801 208 6,360,986

Sub-Total 5,801,308 6.360,986

G. Total 5,801,308 6,360,986

|

Creditors Details

AMBAY Oils : - :
A Plus Enterprises : E -
Onge Fashion B &

Bageshworl Auto Parls 251.261 251,261
Bond Consultant 35,750

Eastern Flecirical Works 49.298 -
Himalayan Counsellor and Attornies-At -Law Pyl [.1d - -
Infitity & Partners 13.000

[.alit Hardware Concern 46,422 -
Miscelleneous Supplier 1.461,109 |.661.109

Payable to Land owner ) 1.040.936 1,040,956

C%/ @ﬂ‘b&/




Ankhu Khola Jalvidhyut Company Limited )
Nates to Financial Statements for the vear Ended 31st Ashadh 2078 (15 July 2021)

Payable to Umesh Kumar Thapa 200.000 200,000 g &
Pragati Nirman Sewa 45,357 45.357

R.J Construction Civil Works 1,506,331 1,506,331

RD Associates - =

Remoon Construction(Sub-station) 338.380 538380

N. Thapa Associates : 334.500 334.500

Best Nepal P. Ltd - 6,690

Reliance Law Firm . jlifie 3 L

Bajra Mechanical Work Shop - -

(Dcas Pvt. Lid. - 17,862

Reliable Bearing Nepal B, Ltd. - :

Bijaya Engineering Pyt .td - 24,705

Medico Concern " 13.835

Quinkang Allonward HE Co, 1.td 200,000 700,000

New Bageshwori Trading 17.145

New Auto Electric Centre i 21,799

Total ! 5,801,308 0,360,986

Interest Payable on Term Loan

Interest Payable to Kumari Bank Limited HLhe - 832,044

Interesi Payable to Machhapuchhre Bank Limited £ 3.240.538 \
Interest Payable to Prime Commercial Bank Limited . - ¢
Interest Payable o Prabhu Bank Limited - 1,534,624

Interest Payable to Rastriva Banijya Bank Linuted 0,752,273 4.166.764

Interest Payable to Sunrise Bank Limited - 933,419

Sub-Total 6,752,275 12,738,389

Grand Total 29,720,769 35,706,883

Interest Payable Shown in SOFP 29,720,769 31.934.584
@*@ 5

.




Ankhu Khola Jalvidhyut Company Limited

Notes to Financial Statements for the year Ended 31st Ashadh 2078 (15 July 2021)

Note 20
Revenue

Particulars FY 2077-2078

Revenue From Sale of Electricity 193,578,152
Total 193,578,152
Note 21

Generation & Distribution Expenses

Particulars FY 2077-2078
Dashian Allowance (Site) ‘ 806,466
PF Contribution (Site) 753,800
Salary Expenses (Site) 10,693,444
Over Time Expenses (Site) 2,330,101
Communication Allowance (Site) 48.900
Site Security Expenses 240,000
SSF Contribution 148,343
Gratuity 648,028
Royalty Expenses 4,711,563
Electricity Charge (General) 5,174
Equipment Hire Expenses 252,667
Festival Celebration 35,825
Fuel(General Expenses) 1,270,831
Insurance Premium Expenses 4,256,633
Medical Expenses (General) 4,980
Short Supply Expenses 2,198,144
Printing & Stationery (General) 1,040
Repair & Maintenance Expenses  (Sub Note 21.1) 4,153,332
Site Expenses (General) _ 272,710
Transportation Expenses 140,065
Telephone and Comm. Exp (Office) 33.850

Worker Union Expenses h
Staff Uniform Expenses S

Wages Expenses 61,872
Compensation Expenses 714,000
Total 33,781,768

Sub-Note 21.1

Repair & Maintenance Expenses

Particulars FY 2077-2078
Repair & Maintainance of Powerhouse Equipment 128,889
Repair & Maintainance of Site (General) 355,138
Repair & Maintenance of Civil Works =
Repair & Maintenance of Hydromechanical Equipment -
Repair & Maintenance of Substation ‘ol -

Repair & Maintenance of Transmission Line 7 250,138

Repair & Maintenanceof Headworks : | Kathma 3,419,170

Total _ 4,153,332
a“/

N s - ﬁ

FY 2076-2077
226,270,947
226,270,947

FY 2076-2077
732,538
718,675

9,476,919
2,124,124
37,850
240,000

5,371,332
2,916
189,000
44,950
832.418
4,347,368
16,085
8,633.607
6,740
4,771,965
489.917
260,409
40,030

904.800

39,241,643

FY 2076-2077
3,880,812
71795

688.012
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Notes to Financial Statements for the year Ended 31st Ashadh 2078 (15 July 2021)

Note 22

Other Income
Particulars

Payable Write Off
Profit on Sales of Assets
Other Income

Total

Note 23

Administrative & General Expenses
Particulars :
Salary Expenses (Head Office)

Dashain Allowance (Head Office)
PF Contribution (Head Office)
Consultancy Fee

Gratuity (Head Office)

SSF Contribution(Head Office)
Repair & Mainenance Head Office
Advertisement Expenses

AGM Expenses

Annual Expenses

Assets Write OfT Expenses (Impairment)
Conveyance and Fare Expenses
Consultancy charges

Court Fee

Donation Expenses

Office Expenses

Printing & Stationary Expenses
Registration & Renewals Expenses
Rent Expenses

Rates & Taxes

TADA Exp.

Telephone & Communication Expenses
Fuel Expenses

Fine & Penalty

Audit fee

Board Meeting Expenses
Membership Fee

Newspaper & Periodicals
Travelling exenses

Legal Fees

Bank Charges

Utilities & Securities Expenses
Website Expenses

RTS Fee

Rating Fees

Share Listing Expenses

Legal Documentation Expenses

2=k 2

Q0

FY 2077-2078

931,800
931,800

FY 2077-2078
3,086,227.50
318,927.50
159.794.50
1,085,000.00
108,118.82
52,785.50
37.550.00
59,630.60

270.000.00
15.970.00
113.000.00
752.023.00
35.,000.00
136.375.00
53,060.00
64,750.00
600.000.00
3,000.00
29.600.00
42,740.00
113,800.00
339,000.00
260,000.00
55,000.00
285.00
24.495.00
203,400.00
4,175.00
45,392.00
80.,230.00
100,000.00
339.000.00

8,588,329

< 7

FY 2076-2077

4,657,349
4,657,349

FY 2076-2077
2,095,317
323,025
160,503
1,860,000

44,960
102,788
726.791
270.000

92,310

4,600
542.648
27,015
1,800
750,930
77,080

31,600
81,420

339,000
230,000
30,000

15.700
877.976
6,030
75,989
6,780
100,000
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Note 24

Finance Income:
Particulars
Interest Income
Total

Note 25

Finance Cost: Charged to SOPL
Particulars

Interest on Term Loan

[nterest on OD Personal Loan

Interest on RBB lL.oan

Loan Management Fee

Add/(Less) Finance Cost - NFRS adjustment
Total

Note 26

Fquity instruments through other comprehensive income:

Particulars

Gain/(loss) on investment on Associates
Gain/(loss on other equity investment through OCI
Total

Note 27

Farning PerShare:

Particulars

Profit for the year

Weighted Average number of Equity Shares Outstanding
Earning Per Share (Rs.) Basic

(Face Value of Rs. 100 Per Share)

Add: Weighted Average number of Potential Equity Shares
Weighted Average number of Equity Shares Outstanding
(including dilutive shares)

Earning Per Share (Rs.) Diluted

(Face Value of Rs. 100 Per Share)

Finance Cost: .
Particulars
[nterest on Personal [.oan

Sub-Total (A)
[nterest on Overdraft Loan

Sub-Total (B)
Interest on TL- Prime Commercial Bank Limited
Interest on TL- Machhapuchree Bank Limited
Interest on TL- Rastriva Banijya Bank Limited
[nterest on TL- Prabhu Bank Limited
Interest on TL- Sunrise Bank Limited
Interest on TL- Kumari Bank limited

Sub{Kotdl (C)
Loan Management Fee

- /W:’;—:ﬁ:}

FY 2077-2078
66.24
66.24

FY 2077-2078
108,599,465.47
531,999.08
11.478,930.26
1.878,123.80
300,488.64
122,789,007.25

FY 2077-2078

FY 2077-2078
751,839.63
8,000,000.00
0.09

8.000,000.00

0.09

2077.2078

531,999.08
531,999.08
46,379.395.49
32,658.031.57
11,478,930.26

12717, 36Wx\ﬂ3 026,100.93

FY 2076-2077
175
175

FY 2076-2077
112,220,470
1.997.450
15,120,000

129,337,920

FY 2076-2077

FY 2076-2077
(28.596,370.54)
8,000,000.00
(3.57)

0
8.000.000.00

(B.57)

2076.2077

1,997.450.13
1,997,450.13
47,491,914.59
35.504,634.41
15,120,000.00

0.001,277.90

- ,4}- .210,333.95

'/‘3 ,354,261.78

T gl
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Sub-Total (D) 1,878,123.80 1,941,881.69
Interest On Short Term Loan - 1,595.62
Sub-Total (E) - 1,595.62

G. Total 122,488,518.61 132,295,189.22

Note 28

Related Party Disclosures:

a. Those Charged With Governance

Those Charged with Governance of the AKJCL include members of the Board of Directors namely:

Name Appointment Date  Designation

Ram Shrestha Chairman

Ram Prasad Sapkota _ j Director

Dinesh Prasad Shrestha Director

Narayan Prasad Aryal Director

Rajani Basnet KC 2076.09.24 Director

Indra Krishna Shrestha 2076.09.24 Director

The following provides expenses incurred for those charged with governance of AKJCL

Particulars Current year Previous Year
Meeting Allowance 260.,000.00 230,000.00

b) Transactions with Key management personnel

Key Management person includes:

1 Kamal Pd. Paneru(Till Magh 2077)

2 Utsav Baral( From Magh 2077 on wards)

Particulars Current year Previous Year

Note: The amount disclosed in the table are the amounts recognised as an expenses during the
reporting period related to Key management personnel.
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Notes to Financial Statements for the year Ended 31st Ashadh 2078 (15 July 2021)

¢) Other Related Party Transactions: ;

Name of the Related Party  Nature of Transaction Current Year Previous Year
g Transaction Balance Transaction Balance
Ram Shrestha Loan = 200,000.00 300,000.00 200,000.00
Note 29
Contingent Liabilities and Commitment:
Sn Particular Purpose Amount Expire date if any
NA '

Lf'h,':'s‘_
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Ankhu Khola Jalavidyut Company Ltd.
Notes to financial statements for the year ended
31st Ashadh 2078 (15 July 2021)

| General Information of the Company

AnkhuKhola Jalvidhyut Company Ltd is a public company having limited liability incorporated under
Companies Act, 2063 and registered with the Office of Company Registrar on 13" Bhadra 2067 with
registration number 1254/067/068. lts corporate office is located at Anamnagar, Kathmandu and Hydro-project
is situated at Salyangkot, Dhading. The Required Commercial Operation Date (RCOD) was 13" February 2012
(corresponding to 2068/11/01 BS). It has started generation and distribution of electricity from 24" August 2013
(corresponding to 2070/05/08 BS).

2. Basis of Preparation and Measurement

2.1 Statement of Compliance

The Financial Statements have been prepared in accordance with Nepal Financial Reporting Standards (NFRS)
to the extent applicable and as published by the Accounting Standards Board (ASB) - Nepal and is approved by
the Board of Directors on its meeting held on authorization date of financial statements and have been
recommended for approval by shareholders in the 13th Annual General Meeting. The financial statements have
also been prepared in accordance with the relevant presentational requirements of the Company Act 2063 of
Nepal.

2.2 Basis of Preparation and Reporting Pronouncements

The Company has, for the preparation and presentation of Financial Statements, opted to adopt Nepal Financial
Reporting Standards (NFRSs) from the erstwhile Nepal Accounting Standards (NASs) both pronounced by
Accounting Standards Board (ASB) Nepal. NFRS was pronounced by ASB Nepal as effective on September 13,
2013,

NERS 9 - Financial Instruments has been issued but is not effective until further notice. For the reporting of
financial instruments, NAS 32 Financial Instruments, Presentation, NAS 39 Financial Instruments recognition
and Measurements and NFRS 7 Financial Instruments — Disclosures have been applied. A significant impact on
classification and measurement including impairment of financial instruments may arise as a result of
application of NFRS 9.

A number of new standards and amendments to the existing standards and interpretations have been issued by
‘IASB after the pronouncements of NFRS with varying effective dates. Those only become applicable when
ASB Nepal incorporates them within NFRS.

2.3 Accounting Convention

The Financial Statements have been prepared on a historical cost convention except for certain financial
elements that have been measured at fair value, wherever NFRS requires or allowed such measurement. The fair
values, wherever used. are discussed in relevant Notes.

The Financial Statements are prepared on accrual basis.

The Financial Statements have been prepared on a going concern basis. The company has a reasonable
expectation that it has adequate resources to continue in operational existence for the foreseeable future.

The accounting policies are applied consistently to all the periods presented in the financial statements. All the
assets and liabilities have been classified as current and non-current as per the company's normal operating
cycle. Based on the nature of the products and the time between acquisition of assets for the processing and
realization in the cash and cash equivalents, the company has ascertained the operating cycle as 12 months for
the purpose of current or non-current classification of the assets and liabilities.

T
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2.4 Presentations

2.4.1 Presentation Currency

The Company operate within the jurisdiction of Nepal. Nepalese Rupees (NRs) is the presentation and
functional currency of the Company. Accordingly. the Financial Statements are prepared and presented in
Nepalese Rupees which is the currency of the primary economic environment in which the company operates.

2.4.2 Rearrangement and Reclassification
The figures for previous years are rearranged. reclassified and/or restated wherever necessary for the purpose of
facilitating comparison. Appropriate disclosures are made wherever necessary.

2.4.3 Statement of Financial Position
The elements of Statement of Financial Position other than equity is presented in order of their liquidity by
considering current and non-current nature which are further detailed in relevant sections.

2.4.4 Statement of Profit or Loss and Other Comprehensive Income

The elements of Statement of Profit or Loss and Other Comprehensive Income has been prepared using
classification by function” method. The details of revenue, expenses, income, gains and/ or losses have been
disclosed in the relevant section of these notes.

Earnings per share have been disclosed in the face of *Statement of Profit or Loss and Other Comprehensive
Income’ in accordance with the NAS 33

2.4.5 Statement of Cash Flows

The statement of Cash Flows has been prepared using indirect method and the activities has been grouped under
three major categorics (Cash flows from operating activities, Cash flows from investing activities and Cash
Flows from financing activities) in accordance with NAS 07.

2.4.6 Statements of Changes in Equity
The Statements of Changes in Equity has been prepared disclosing changes in each elements of equity.

2.4.7 IFRIC 12 Considerations:

IFRIC (International Financial Reporting Interpretation Committee) 12 gives Guidance on the accounting by
operators for public-to private service concessions arrangements. This interpretation sets out general principles
on recognizing and measuring obligations and related rights in service concessions arrangements, The company
has not considered IFRIC 12 while preparing these financial statements on the following grounds.

Thé company sells electricity to Nepal Electricity Authority at the price independent of the price charged by
NEA to general public. NEA, for ultimate sale of electricity is bound by the rates determined by electricity tariff
commission set up by the government, whereas NEA purchases electricity on the basis of different commercial
agreement (PPA) with the power producers. Electricity Tariff Commission does not determine the rate at which
NEA purchases or has to purchase clectricity from the power producers. There have been instances where the
rates charged by NEA to general public is lower than it paid to some of the power producers.

The company does not receive any specific concession for the use of the natural resource. The company has to
pay to government for the use of the natural resources in the form of royalty.

The company under power purchase agreement (PPA) sells energy to NEA and not directly to the general
public. Though the project is to be transferred to the government at the end of the licence period the legal title of
the project is with the company. including control of access to the project site. In addition, the company has
right to pledge the assets as lien for availing finances from financial institutions.

3 Accounting Estimates & Judgements

3.1Accounting Estimates
The preparation of Financial Statements in line with NFRS requires management 1o make estimates and o
aqeumptmns that affect the reported amounts of assets and liabilities and disclosure of contingent qssets “" Ol
liabilities at the date of Financial Statements and the reported amounis of revenue and expenses durm

reporting period.




Management has applied estimation in preparing and presenting the Financial Statements. The estimates and the
underlying assumptions are reviewed on an on-going basis. Revision to accounting estimates are recognised in
the period in which the estimates are revised. if the revisions affect only that period; they are recognised in the
period of revision and the future periods if the revisions affect both current and future periods.

Specilic accounting estimaltes have been included in the relevant section of the notes wherever the estimates
have been applied along with the nature and effect of changes of accounting estimates, if any.

3.1.1 Useful life and residual Value of Property, Plant & 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 the 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.

3.1.2 Impairment of Property, Plant & Equipment

At the end of each reporting period, the company reviews the carrying amount 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 assets is estimated in order to determine the extent of
the impairment loss (if any). Recoverable amount is the higher of the fair value less cost to sales and value in
use. Value in use is usually determined on the basis of discounted estimated future cash flows. This involves
management estimates on the anticipated commodity prices, market demand and supply, economic and
regulatory environment, discount rates and other factors. Any subsequent changes to the cash flow due to
changes in the above-mentioned factors could impact carrying value of the property, plant and equipment,

Impairment test for the property, plant and equipment has not done except the capital work in progress
(expenses incurred for the project whose awnership does not exist with the company)

3.1.3 Contingencies

In the normal course of business. contingencies may arise from litigation and other claims against the company.
Polential liabilities that are possible but not probable of crystallizing or are very difficult to quantify reliably are
treated as contingent liabilities. Such liabilities are disclosed in the notes but are not recognized.

3.1.4 Fair Value Measurements

Some of the company's assets and liabilities are measured at fair value for the purpose of financial reporting.
The management determines the appropriate valuation techniques and market observable data to the extent
available. Where the level | data are not available, the company engages third party qualified valuators to
perform the valuation. I'h¢ management works closely with the professionals to establish the appropriate
valuation techniques and inputs to the model.

3.1.5 Recognition of Deferred Tax Assets

Significant management judgement is required 10 determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and the level of future taxable profits together with future tax planning
strategies. The company based its assumptions and estimates on parameters available when the financial
statements are prepared, Existing circumstances and assumptions about the future developments however may
change due to market changes or circumstances arising beyond the control of the company.

6 Significant Accounting Policies

6.1 Accounting Polices

The Company, under NFRS, is required to apply accounting policies to most appropriately suit its circumstances
and operating environment. The preparation of Financial Statements in conformity with the Policy requires
management to make judgments, estimates and assumptions in respect of the application of accounting policies
and the reported amounts of assets, liabilities, income and expenses.

Specific accounting policies have been included in the relevant notes for each item of the Financial Statements.
The effect and nature of the changes, if any, have been disclosed.
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6.1.1 Property, Plant and Equipment

Property, Plant and Equipment (PPE) are those tangible assets used for generation and supply of energy, for
administrative purpose or for rentals to others. These are recognised as PPE, if and only if it is probable that
future (i.e. for more than one accounting period) economic benefits associated with the items will flow to the
Company; and the cost of the item can be measured reliably.

PPE are stated in the SFP at their cost less accumulated depreciation and accumulated impairment losses, if
applicable. ' T

Cost

The initial cost of PPEs includes purchase price and directly attributable cost to bringing the asset to the location
and conditions necessary for it to be capable of operating in the manner intended by management. Subsequent
costs that do not qualify the recognition criteria under NAS 16 are expensed as and when incurred.

NAS 16 and IFRIC 1 require cost of PPE to_include the estimated cost for dismantling and removal of the assets
and restoring the site on which they are located. Management perceives that such costs are difficult to estimate
and considering the past practice the amount of such costs will not be material to affect the economic decision of
the user as a result of such non- inclusion. Therefore, asset retirement obligation has not been recognised.

Intangible Assets

|. Intangible Assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortization and accumulated impairment losses. Intangible Assets with indefinite useful
lives are carried at cost less accumulated impairment loses.

2. Gain or loss arising from derccognition of an intangible assets are measured as the difference between

the net disposal proceeds and the carrying amount of the asset and are recognized in the statement of

profit and loss when the assel is derecognized.

The company has applied IFRIC 12 "Service Concession Arrangements” and has accordingly classified

project assets as intangible assets.

4. 1AS 38 Intangible Assets applies to the intangible asset recognized under IFRIC 12. IAS 38 allows
intangible assets to be measured using the cost model or the revaluation mode! if there is an active
market for service concession arrangements.

[¥=3

Service Concession Arrangements

[FRIC 12 - Service Concession Arrangements applies to public to private service concession arrangements if:
a) The grantor controls or regulates what services the operator most provide with the infrastructure, to
* whom it must provide with them and at what prices: and
B) The grantor controls through ownership, benefit entitlement or otherwise any significant residual interest
in the infrastructure at the end if the term of the arrangement.

Infrastructure used in the public to private sector concession arrangement for its entire useful life (whole life of
assets) is within the scope of [FRIC, if the conditions in (a) above are met.

These arrangements are accounted on the basis of below mentioned models depending on the nature of
consideration and relevant contract law,

Intangible Asset Model:

The intangible asset model is used to the extent that the company. being an operator, receives a right (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 contingent on to the extent that the 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 manages concession arrangements which include power supply from its hydropower plant. The
company maintains and services the infrastructure during the concession period. These concession arrangements
sets out rights ‘and obligations related to the infrastructure and the services to be provided. The 1'igh1,wff'-;m\\
consideration gives rise to an intangible asset and accordingly, the intangible assets model is applied. /;_"\W‘ )
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Income from the concession arrangements earned under intangible asset model consists of (i) Fair value of the
contract revenue, which is deemed to be the fair value of consideration transferred to acquire the asset; and (ii)
payments actually received from the users. The intangible asset is amortized over its expected useful life in a
way that retlects the pattern in which the asset's economic benefits are consumed by the company, starting from
the date when the right to operate starts to be used. Based on these principles, the intangible assets are amortized
in line with the actual usage of the specific public facility, with a maximum of the duration of the concession. In
case of any changes in the expected useful life of such intangible assets, the change in estimate shall be
disclosed in the financial statement.

Any asset carried under concession arrangements is derecognized on disposal or when no future economic
benefits are expected from its future use or disposal or when the contractual rights to the assets expires.

Amortization

For FY 2077.78, the estimated useful life of the project assets presented under intangible assets under IFRIC 12
has been revised from 3.2% p.a. to 1.5% p.a. Such change in accounting estimate has been applied prospectively
as per NAS 8 "Accounting Polices, Changes in Accounting Estimates and Errors".

As per Para 97 of NAS 38 "The depreciable amount of intangible assets with a finite useful life shall be
allocated on systematic basis over its useful life. The Amortization method used shall reflect the pattern in
which the asset's future economic benefits are expected to be consumed by the entity”. The revision in
depreciation method is adopted considering the pattern in which the asset's future economic benefits are
expected to be consumed by the entity. The depreciable amount of intangible asset with a finite useful life has
“been allocated on systematic basis over the useful life. The method used is selected on the basis of the expected
pattern of consumption of the expected future economic benefits embodied in the asset. The company will
depreciate all the investments made on civil works, electricity generation, transmission or distribution within
remaining license period. The depreciation has been charged as per rate mentioned in below table

r‘r]_c_nrs . Depreciation Rateon 1A Accumulated
Limsl = - hge - 7.5%
6to8 | 4.5% 13.5%
9t0 |
15 | 6.0% 42.0%
16 to
22 9.0% 63.0%
23 [ = ote o e e ) remaining

Cansidering 77/78 as year | and depreciating for remaining period of 23 years.

6.1.2 Change in Classification, Useful Lives and Depreciation Method

6.1.2.1 Re-classification

Assets have been reclassified wherever required for compliance with NFRS. Capital work in progress, are assets
that are in the process of construction or installation have been reported under PPE without charging
depreciation. These were previously being shown separately from property plant and equipment,

The Company used to carry the costs of access road as a separate component of PPE even though direct control
and ownership of such road is not with the Company. However. under the provisions of NFRS, costs that are
directly attributable to bringing asset to the location and condition necessary for it to be capable of operating in
manner intended are to be included in the cost of PPE. Therefore, the cost of access road has been included to
the assets at the generation site.

6.1.2.2 Estimation of Useful Lives and Depreciation Method used

The useful life of assets has been reassessed and adjusted as at the date of opening NFRS SFP. Depreciation
method has been selected considering the pattern of inflow of economic benefits to the organization and thereby
depreciated using Diminishing Balance Method (DBM).

SN Category of Assets Rate Useful Life (Year) - Snukhos
£or) :;»-C"“ 3
4 '/!_
I Office Equipments 15% 6.67 ' 7 /\ \

2 .’I‘) ?ﬁl’»‘\-‘m -

2 Furnitures & Fixtures 15% 6.67
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3 Vehicles 20% 3

4 Machiney&Equipments 15% 6.67
g Other Assets 15% 6.67
6 - Hydro Project Equipment SLM 30

Only those assets having value of more than NPR 5.000 per item are capitalized.
3 2 val p

6.1.3 De-recognition

Asscts that have been decommissioned or identified as damaged beyond economic repair or rendered useless
due to obsolescence, are derecognised whenever identified. On disposal of an item of PPE or when no economic
benefits are expected from its use or disposal. the carrying amount of an item is derecognised. The gain or loss
arising from the disposal of an item of PPE is the difference between net disposal proceeds, if any, and the
carrying amount of that item and is recognised in the Statement of Profit or Loss.

6.1.4 Other notes on PPE -

6.1.4.1 Land
Land properties with ownership documents (i.e. in occupation and with valid documentation) have been
recognised meeting the asset recognition criteria.

6.1.4.2 Land under BOOT Arrangement

AKJCL has obtained the license for operation from the then Ministry of Water Resource (Current: Ministry of
Energy) for a period of 30 years (i.e. from 2070-05-08 to 2100-05-08). therefore the useful life of assets of the
project cannot exceed 30 years even if the economic life of the asset is more as the entire generation unit needs
to be transferred to the Government of Nepal at the end of this license term. Therefore, the Company depreciates
its land assets at the generation unit using systematic basis.

6.1.4.3 Building and Civil Structure
All civil infrastructures of Project site have been classified on the basis of their built type.

6.1.5 Restriction on PPE

AKJCL has obtained the license for operation from the then Ministry of Water Resource (Current: Ministry of
Energy) for a period of 30years (ie. from 2070-05-08 to 2100-05-08), the useful life of assets of the project
cannot exceed 50 years even if the economic life of the asset is more. After the end of 30 years of operation,
AKJCL will have to transfer the entire generation unit to Government of Nepal under BOOT provision.

6.1.6.Capital Work in Progress (CWIP)

Assets in the course of acquisition and installation of new plant and equipment till the date of commissioning, or
civil works under construction till the date of completion are recognized as Capital Work in Progress (CWIP)
and are carried at cost, less accumulated impairment losses, if any.

Depreciation on these assels commence when these assets are ready for their intended use. These items are
shown at cost and disclosed as CWIP under PPE.

All the costs directly related to the development of the projects are charged to the CWIP and carried until the
assets are ready to be used to be recognised under property plant and equipment, Any charges are subsequently
transferred to CWIP as they directly and indirectly contribute toward creation of those assets. Expenses that are
of administrative nature are also included in the cost of CWIP as these expenses are considered directly
altributable to the project cost by the management.

6.1.7 Other Intangible Assets

Intangible assets with finite useful lives that are acquired re carried at cost less accumulated amortisation and
accumulated impairment losses. Intangible assets with indefinite useful lives are carried at cost less accumulated
impairment losses, Certain computer software costs are capitalised and recognised as intangible assets based on
materiality, accounting prudence and significant benefits expected to flow there from for a period longer than
one year,

Gain or losses arising from de-recognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the assets and are recognised in the statement of prbfit or léss;
when the assets is derecognised. 7




6.1.8 Impairment of Tangible and Intangible Assets

At the end of each reporting period. the company reviews the carrying amount 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 assets 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 assets,
the company estimates the recoverable amount of the cash generating unit (CGU) to which the assets belong.
When a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to
individual CGU, or otherwise they are allocated to the smallest unit of CGU for which a reasonable and
consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually and impairment loss (if any) is recognised wherever there is any indication that the
assets may be impaired.

Recoverable amount is higher of fair valug less cost of disposal and value in use whichever is higher. In
assessing the value in use, the estimated future cash flows are discounted to their present value using pre tax
discount rate that reflect current market assessment of the time value of money and the risk specific to the asset
for which the estimates of the future cash flows have not been adjusted. If the recoverable amount of an asset or
CGU is estimated to be less than its carrying amount. the carrying amount of the asset or CGU is reduced to its
recoverable amount, An impairment loss is recognised immediately in statement of profit and loss. When the
impairment loss subsequently reverses, the carrying amount of the asset or CGU is increased to the revised
estimate of recoverable amount, but 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 CGU in prior years. A
reversal of impairment loss is recognised immediately in statement of profit and loss.

Non-Current Assets Held for Sale

The company classifies non-current assets held for sale if their carrying amounts will be recovered principally
through a sale rather than through continuing use. Actions required to complete the sale should indicate that it is
unlikely that significant changes to the sale will be made or that the decision to sell will be withdrawn,
Management must be committed to the sale expected within one year from the date of classification. The criteria
for held for sale classification is regarded met only when the assets or disposal group is available for immediate
sale in its present condition. subject only to terms that are usual and customary for the sale of such assets , it is
highly probable, and it will genuinely be sold and not abandened. Non-current assets held for sale are measured
at the lower of their carrying amount and the fair value less cost to sell. Assets classified as held for sales are
presented separately in the consolidated balance sheet.

Property, plant and equipment and intangible assets once classified as held for sale/distribution to owners are not
depreciated or amortised.

6.2 Borrowing Cost

Borrowing cost consists of interest and other cost that an entity incurs in connection with the borrowing of the
funds, Borrowing cost also includes exchange differences to the extent regarded as an adjustment to borrowing
costs. Borrowing cost directly attributable to the acquisition, construction, or production of an asset that
necessarily takes substantial period of time to get ready for intended use or sale are capitalised as part of the cost
of the asset until such time as the asset are substantially ready for the intended use or sale. All other borrowing
cost is expensed in the period in which they occur.

6.3 Cash & Cash Equivalents

Cash and cash equivalents in the statement of financial position comprises 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 amount of cash and which are subject to an insignificant risk of changes in value net of
outstanding bank overdrafts as they are considered an integral part of the company's cash management.

6.4 Inventory

Inventories are carried at the lower of cost or net realisable value (NRV). Cost comprises of all cots of purchase.——_

cost of conversion and other costs incurred in bringing the inventories to their present location and conﬁiti(ié&@“kno 2
o 3 e

Cost is measured using First in First out (FIFO) method.
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6.4.1 Store, Spare Parts and Loose Tools
NAS 16, paragraph 8 and 9 specifically says that,

¢ Spare parts and servicing equipment are usually carried as inventory and recognised in Statement of Profit
or Loss when consumed.

*  Major spare parts and stand-by equipment qualify as PPE when and entity expects to use them during more
than one period,

e The standard does not* prescr 1be the unit measure for recognition and judgement is to be applied in
determining what constitutes an item of PPE

Management determines that these stores and spare parts are of consumable nature and are held for consumption
in the production (generation) of ¢lectrical energy. These are either expected to be used within one year or the
economic values will be obtained when consumed. Therefore, these store, spare parts and loose tools have been
considered as inventory and presented accordingly,

6.5 Prepayments

These are expenses paid for the period beyond the financial period covered by the financial statement. These
will be charged off as expenses in the respective period for which such expenses pertain to. AKJCL’s
prepayments pertain to insurance premium.

6.6 Revenue Recognition
6,61 Sale of Electricity

Revenue is recognized to the extent that it is probable that economic benefit will flow to the company and that
the revenue can be reliable measured. Revenue is measured at the fair value of the consideration received or
receivable. Revenue is reduced for estimated rebates and other similar allowances. Revenue is recognized when
substantial risk and rewards of the ownership is transferred to the buyer under the terms of the contract.

6.6.1.1 Other Income

Following are the details of the other income recognized by the company during the fiscal year 2077.078

Particulars | Amount - | Remarks
Insurance Claim 2 9,25,800.00 | Insurance Claim of Machine
Other Income Spesy . 6.000.00 | Bidding Fee
| Total ' SRR 7 7 7§ . |

6.6.2 Dividend and Finance Income

Dividend income (net of withholding taxes) from investments is recognised when the shareholders right to
receive payments has been established (provided that it is probable that the economic benefits will flow to the
company and the amount of income can be measured reliably) In case of Stock dividend only the number of the
shares is increased. Interest income from the financial assets is recognized when it is probable that the economic
benefits will flow to the company and the amount of the income can be measured reliably. Interest income is
accrued on a time basis, by reference to the principal outstanding and the at the effective interest rate applicable,
which is the rate that exactly discounts the estimated future cash receipts through the expected life of the
financial assets 1o that assel’s net carrying amount on initial recognition,

Finance Income comprise of the interest income received or receivable from bank(s) on temporary deposits.

6.6.3 Foreign Currency Transactions:

The functional currency of the company is determined on the basis of primary economic environment in which
it operates. The functional currency of the company is Nepalese Rupee (NPR). In preparing the financial
statements of the company, transactions in currencies other than the entity's functional currencies (Foreign
currencies) are recognized at the rates of exchange prevailing at the dates of the transactions. The effect tron; =
fluctuation of exchange rates raises foreign exchange gain/loss which has been charged to statement of praﬁE/
and loss. /
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At the end of each reporting period, monetary items denominated in foreign currencies are translated 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. Non-monetary items that are
measured in terms of historical cost in foreign currency shall be translated using the exchange rate at the date of
transactions.

6.6.4 Employee Benefits *

The company provides employee benefits in accordance to its by-laws in compliance with the local laws and
reeulations. The employvee benefits are classified as current benefits and post-employment benefits.

The company has schemes of employment benefits namely provident fund. The company has accounted for
gratuity payable till Jestha 2078 and after Jestha 2078 onwards, the gratuity amount has been deposited as per
Contribution based Social Security Act in Social Security Fund.

6.6.4.1 Defined Contribution Plan:

Under detined contribution plan for the provident fund, the company pays pre-defined amounts to separate
funds and does not have any legal or informal obligation to pay additional sums. Contributions to defined
contributions plans are charged to profit and loss statement in the year to which they relate as the company has
no further defined obligations beyond monthly contributions. Contributions to defined contribution scheme are
deposited with employee's provident fund citizen investment trust and with Social Security Fund from Ashadh
2078 .

6.6.4.2 Short Term Employment Benefits
A liability is recognized for the benefits aceruing to employees in respect of wages and salaries.

Liabilities recognized in respect of short-term employee and contractual employees' benefits are measured at the
undiscounted amount of the benefits expected to be paid in exchange for the related service.

Staff Loan facilities: The Company does not provide loans o its staffs.

6.6.5 Income Tax

[he company has adopted the policy of accounting and reporting tax related elements of Financial Statements in
accordance with NAS 12 and it represents current tax and deferred tax for the year. Income Tax is recognized in
the pfmﬁt and loss statement except to the extent that it relates to the items recognized directly to equity.

6.6.5.1 Current Tax

Current tax payable (or recoverable) is based on the taxable profit for the year. Taxable profit differs from the
profit reported in the Statement of Profit or Loss, because some item of income or expense are taxable or
deductible in different years or may never be taxable or deductible.

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

The Company has been granted a 10-year 100% tax holiday and 5 year after that 50% tax holiday starting from
the date of generating electricity for commercial purpose ie. 2070-05-08 BS (2013-08-24 AD) by the tax
authorities under Income Tax Act, 2058, However, the company has provided for income tax liability pertaining
to other incomes except electricity income in accordance with the Income Tax Act, 2058 enacted and as
applicable in Nepal.

Income Tax rates applicable to the Company:
Income from sale of electricity @ 0% ( F/Y 2077/78), @0% (F/Y 2076/77). @0% (FY 2075/76), @0% (FY
2074/75), @ 0% (FY 2073/74)

—

L3
Income from Other Services it any: 25% there are no such Income from other services for the reported periods: o
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6.6.5.2 Deferred Tax

Deferred Tax is the tax expected to be payable or recoverable in future arising from:

a. Temporary differences between the carrying amounts of assets and liabilities in the Financial
Sratements and the corresponding tax bases used in computation of taxable profit,

b. Unused tax losses and/or
¢. Unused tax credits.

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

A deferred tax asset is recognized only to the extent that is probable that future taxable profits will be available
against which the assets can be utilized. 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 all or part of the assets to be recovered.

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

Currently, The Company has not recognized deferred tax due to Tax holiday period and company has no other
sources of revenue.

6.6.6 Earnings Per Share (EPS)
Earnings per share has been disclosed on the face of Statement of Profit or Loss and Other Comprehensive
Income’ in accordance with the NAS 33.

|.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, bonus element I the right issue to existing shareholders,
share split and reverse split (Consolidation of shares).

I1.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 eamning 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 (o be converted as at the beginning of the period, unless they have been issued at a
later date. Diluted EPS has not been calculated as no potential equity exists on the reporting periods.

6.6.7 Provisions Contingent Liabilities and Commitments

Provisions are recognised 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. When the company expects some
or all of the provision to be reimbursed, the reimbursement is recognised as a separéte asset, but only when the
reimbursement is virtually certain. The expenses related to provision are presented in statement of profit and
loss net of any re imbursement, If the effect of time value of money is material, provisions are discounted using
a current pre-tax rate that reflects, when appropriate, the risk specific to the liability. When discounting is used,
the increase in provision due to passage of time is recognised as finance cost. A provision for onerous contracts
is recognised when the expected benefits to be derived by the company from contract are lower than the
unavoidable cost of meeting its obligations under the contract. The provisions are 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 asset associated
with the contract. ;\ﬁu:d':a,gh\/\
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A contingent liability is identified as follows:
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(a) A possible obligation that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the entity;
or

(b) A present obligation that arises from past events but is not recognised because:

(i) It is not probable that an outflow of resources embodying economic benefits will be required to
settle the obligation: or

(i) The amount of the obligation cannot be measured with sufficient reliability.

A contingent asset is possible asset that arises from past events and whose existence will be confirmed only by
the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the
entity.

Commitments include the amount of purchase order (net of advances) issued to parties for completion of asset.
Provisions. contingent liabilities, contingent assets and commitments are reviewed at each reporting period.

a. Regarding payment dispute of NPR 19,28,00,000.00 between Ankhu Khola Jalvidhyut
Company and Ramechhap Sherpa Construction Pvt. Ltd. (Civil Contractor of the Ankhu Khola
Hydropower Project) the proceedings has been carried out at Honourable High Court. The
honourable high court has decided to send back the dispute for the process of Arbitration.

6.6.8 Financial Instrument
0.0.8.1 Financial Instruments

The company classifies financial assets and financial liabilities in accordance with the categories specified in
NAS 32 and NAS 39,

6.6.8.2 Effective Interest Method

The effective interest method is a method of calculating the amortised cost of the financial instrument and of
allocating interest income or expenses over the relevant period. The effective interest is the rate that exactly
discounts future cash receipts or payments through expected life or where appropriate, a shorter period.
Income/expenses arising on financial instruments after applying an effective interest rate is recognised in the
statement of profit or loss. Where interest component is present in the financial instruments, the implicit rate
approximates the effective interest rate,

6.6.8.3 Financial Instruments: Financial Assets
Financial asset is any asset that is;
(a)Cash
(b)An equity instrument of another entity;
(€)A contractual right;
- 1) To receive cash or another financial asset from another entity; or

ii)To exchange financial assets or financial liabilities with another entity under conditions that are
potentially favourable to the entity; or

(d)A contract that will or may be settled in the entity’s own equity mstruments and is:

(YA non-derivative for which the entity is or may be obliged to receive a variable number of the
entity’s own equity instruments;

or
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Financial assets are classified under four categories as required by NAS 39, namely,

¢  Fair Value through Profit or Loss (FVTPL),
¢« Held to Maturity,

¢ Loans and Receivables and

e« Available for Sale-

Financial Assets of the Company comprises of Advances, Deposits, Other Receivables, Trade Receivables and
Cash/Bank Balances.

These instruments are interest bearing and non-interest bearing. Where interest component is present, the
implicit interest rate approximates effective interest rate. It is assumed that the carrying amount represents the
amortised cost of the assels.

6.6.8.4 Loans and Receivables

Loans and receivables are non-derivative Tinancial assets with fixed or determinable payments that are not
quoted in an active market and it is expected that substantially all of the initial resource will be recovered, other
than because of credit deterioration.

6.6,8.5 Held to Maturity

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments that an
entity intends and is able to hold to maturity and that do not meet the definition of loans and receivables and are
not designated on initial recognition as assets at fair value through Profit or Loss or as Available for Sale. Held-
to-maturity investments are measured at amortised cost.

6.6.8.6 Share Issue Expenses

Share issue related expenses incurred during the previous year have been deferred to next year. Share capital
was not recognised during the year and such deferred expenditure has been charged off to share capital or other
suitable head once the share capital is recognised.

6.6.8.7 Impairment of Advances, deposits and other receivables

Impairment of advances deposits and other receivables are tested if any indication is known. The Company has
a system of tracking the recoverability of these assets.

6.6.8.8Cash and Cash Equivalent
Cash.and cash equivalents include deposits account balances maintained with banks and financial institutions.
These enable the Company to meet its short-term liquidity requirements.

The carrying amount of cash and cash equivalents approximates their fair value, They are readily convertible to
known amount of cash and are subject to insignificant risk of change in value,

These balances have been used as Cash and Cash Equivalents for the presentation of Statement of Cash Flows
as well.

Banks and tinancial institution in Nepal are closely regulated by the Nepal Rastra Bank. The Company closely
assesses the risks of these instruments and there is no apparent indication of impairment of these balances.

6.6.9 Risk Associated with Financial Assets

The Company closely monitors the risks associated with the financial assets. The Company has an enterprise
risk management system commensurate with the nature and the size of the business, which the management
considers sufficient to identify, manage and monitor risks.

6.6.10 Financial Assets at amortised cost
Financial assets are subsequently measured at amortised cost if these financial assets are held within a business
model whose objective is 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 principle amournt outstanding. /o




6.6.10.1 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 sell
these financial assets and the contractual terms of the financial assets give rise on specified dates o cash flows
that are solely payments of principal and interest on the principal amount outstanding. Financial asset not
measured at amortised cost or fair value through other comprehensive income is carried at fair value through the
statement of profit and loss. For the financial assets maturing within one year from the reporting date, the
carrying amounts approximate fair vélue due to shorter maturity of these instruments.

6.6.10.2 Impairment of Financial Assets

Loss allowance for expected credit losses are recognised for financial assets measured at amortised cost and fair
value through the statement of profit or loss. 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 re 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.

6.6.10.3 De-recognition of financial assets

The company derecognises the financial assets only when the contractual rights to the cash flows from the
financial assets expire. Or it transfers the financial asset and the transfer qualifies for the derecognition under
NERS 9. If the company neither transfers nor retains substantially all the risks and rewards of the ownership and
continue to control the transferred asset, the company recognises its retained interest in the assets and as
associated liability for the amounts it may have to pay. If the company retains substantially all the risks and
rewards of ownership of the transferred assets, the company continue to recognise the financial assets and also
recognises a collateralised borrowing for the proceeds received.

On the de-recognition of financial assets in its entirely, the difference between the carrying amounts measured at
the date of de-recognition and the consideration received is recognised in statement of profit and loss.

6.6.11Financial Liabilities & Equity Instruments

6.6.11.1 Classification of Debt or Equity

Financial liabilities and equity instrument issued by the company arc classified according to the substance of the
contractual arrangements entered into and the definitions of a financial liabilities and an equity instrument.

6.6.11.2 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. L:quity instruments are recorded al the proceeds received, net of direct issue cost.

6.6.12 Financial Liabilities
A financial liability is any liability that is:

a) Contractual obligation:

(i) To deliver cash or another financial asset to another entity: or
- (ii) To exchange financial assets or financial liabilities with another entity under conditions that are

potentially unfavourable to the
entity; or

b) A contract that will or may be settled in the entity’s own equity instruments and is:
(i) A non-derivative for which the entity is or may be obliged to deliver a variable number of the
entity’s own equity instruments;
or
(i) A derivative that will or may be settled other than by the exchange of a fixed amount of cash or
another financial asset for a fixed ”
Number of the entity’s own equity instruments.
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Financial Liabilities are measured at fair value, net of transaction costs, and are subsequently measured at
amortised cost, using effective interest rate method where the time value of money is significant.

6.6.12.1 Trade and Other Payables

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

6.6.12.2 Financial Guarantee Contract

Financial guarantee contract issued by the company are those contract that require a payment to be made to
reimburse the holder for the loss it incurs because the specified debtors fails t0 make a payment when due in
accordance with the terms of a debt instrument. Financial guaranice contract are recognised initially as a liability
at fair value, adjusted for transaction costs that are directly attributable to the issuance of the guarantees.

6.6.12.3 De-recognition of financial liabilities

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

6.6.12.4 Off-Setting 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 net basis, 1o realise the assets and settle the liabilities simultaneously.

6.6.13 Leases

The determination of whether an arrangement is (or contains) a lease is based on the substances of the
arrangement at the inception of the lease. The arrangement is, or contains, a lease if fulfilment of the
arrangement is dependent on the use of a specific assets or assets and the arrangement conveys a right to use the
asset or assets even if that right is not explicitly specified in an arrangement.

A lease is classified at the inception date as a finance lease or an operating lease. For arrangements entered into
prior to 01 Shrawan, 2076, the company has determined whether the arrangement contain lease on the basis of
facts and circumstances existing on the date of the transition.

6.6.13.1 The Company as a Lessee

A lease that transfers substantially all the risks and rewards incidental to ownership to the company is classified
as a finance lease. A leased asset is depreciated over the useful life of the assets. However, if there is no
reasonable certainly that the company will obtain ownership by the end of the lease term, the assets is
depreciated over the shorter of the estimated useful life of the assets and the lease term.

Finance leases are capitalized at the commencement of the lease at the inception date fair value of the leased
asset or, at the present value of the minimum lease payments al the inception of lease. whichever is lower. Lease
payments are apportioned between finance charges and reduction of the lease liability so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance charges are recognized in finance cost in the
statement of profit and loss. unless they are directly attributable to qualifying assets, in which case they are
capitalized in accordance with the company’s general policy on the borrowing costs.

Operating lease payments are recognized as an expense in the Statement of profit and loss on a straight-line
basis over the lease term unless either:

Another systematic basis is more representative of the time pattern of the user's benefit even if the payments tgf._‘_—\:-.-l—j-

the lessors are not on that basis: or the payments to the lessor are structured to increase in line with expected ',‘-—-Hq\
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6.6.13.2 The Company as Lessor

Rental Income from operating leases are generally recognized on a straight-line basis over the term of the
relevant lease except where another systematic basis is more representative of the time pattern in which
cconomic benefits from the leased assets are consumed. Initial direct costs incurred in negotiating and arranging
an operating lease4 are added to the carrying amounts of the leased assets and recognised on a straight-line basis
over the lease term.

6.6.14 Segment Reporting

6.6.14.1 Operating Segment

NFRS 8 Operating Sczments requires particular classes of entities (essentially those with publicly traded
securities) to disclose information about their operating segments, products and services, the geographical areas
in which they operate, and their major customers.

The Company has only one reportable operating segment (both in terms of geography and products) and
therefore, identification, classification and disclosure of separate reportable operating segments in accordance
with NFRS 8 is not disclosed separately.

0.6.13 Share Capital
The company’s registered share capital structure is as follows:

Promoters 75%
PUb'iC 25%

It is the Company’s policy 1o net off share issue expenses with the capital collected under NFRS. However, the
Company’s share capital has not been adjusted for such expenses as they pertain to previous periods and will be
net off from share capital in subsequent year where share capital is recognised. Therefore, share issue expenses
incurred for the year has been deferred and settled when the share capital is recognised.

6.6.16 Staff Bonus

Provision for staff bonus has been made in line with Electricity Act, 2049. The company is still in loss so
provision for staff bonus is nil for the reported periods.

6.6.17 Long Term Loan

AKJCL has obtained long term loan consortium financing for project construction from Prime commercial Bank
Limited as Lead bank including Machhapuchhre Bank Limited, Sunrise Bank Limited, Kumari Bank limited
and Prubhu Bank Limited. The company has also availed Long term loan from Rastriya Banijya Bank Limited
against the posted rate amount as per the PPA between the company and NEA and recommendation from
Ministry of Water Resources and Energy.

7 Other Explanatory Notes;
7.1 Interim Reports
Interim reports have been publicly reported in accordance with the requirement of Securities Board of Nepal

(SEBON) and Nepal Stock Exchange Ltd. (NEPSE). These requirements are materially aligned with the
requirements of NAS 34.

7.2 Related Parties Disclosures
The Company identifies the following as its related parties;

a. Those Charged with Governance
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Directors and their Relatives

The Company has a 6-member Board of Directors (BOD) appointed under the provisions of Companies Act
2073. Except for the following transactions, the Company has not conducted any other transaction with directors
or their relatives during the financial year 2077/2078 (2020/2021).

S. N. - Name Position Date of Tenure
Appointment
I. | Ram Shrestha Sl Chairman 2071/12/13 Till date
2. | Dinesh Prasad Shrestha Director _ 2075/02/13 Till date
3 Narayan Prasad Aryal Director 2075/02/13 Till Date
4. Ram Prasad Sapkota Director 2072/02/05 Till Date
5. Indra Krishna Shrestha Director 2076/10/14 Till Date
6. Rajani Basnet KC Director 2076/10/14 Till Date

The following provides ¢xpenses incurred for those charged with governance of AKJCL (Amount in NPR)
Particulars Current vear Previous Year

Meeting Allowance 2.60.000.00 2,30,000.00

b) Key Management Personnel and Their Relatives

| . Kamal Prasad Paneru Management Consultant (till Magh end 2077)
2, Utsav Baral CEO (from 01st Magh 2077 onwards)
Key Management Personnel compensation

Compensation to key management Personnel of the Company amounts to NPR 12,91,000.00 and NPR
20.15.000.00 during fiscal year 2077/2078 and 2076/77 respectively for Kamal Pd. Paneru and NPR
8.70.000.00 for Utsav Baral.

¢) Transaction with BOD of the Company (Amount in NPR)

Particulars Nature Current Year Previous Year
Transaction Balance Transaction Balance
Ram Shrestha Loan - 2.00,000 3.00,000 2.,00,000

d) Other Matters
The Company has not entered into any related party transaction except those mentioned above.

7.3 Disclosure on Financial Instruments and Risk Management
NFRS 7 Disclosure on Financial Instruments is applicable on the financial instruments. The definition of
Financial Instruments is inclusive and covers both financial assets and liabilities. 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 risks and credit risks which may adversely affect the fair value of its
financial instruments. The company's board and senior management has overall responsibility for the
establishment and owversight of the company's risk management. The company's risk management policies are
established to identify and analyses the risk faced by the company 10 sel appropriate risk limits and controls and
to monitor risk and adherence to limits. Risk management policies and systems are reviewed regularly to reflect
changes in market conditions and company's activities. The risk management is done by the company's
management that provides assurance that the company’s financial 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. :

7.3.1 Credit Risk
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Credit risk is the risk that the counter party will not meet its obligations under a financial instrument or customer
contract, leading to financial loss to the company. The company is exposed to credil risk from its operating
activities primarily trade receivables and advances and from its financing activities including loans. The
company practices of only dealing with creditworthy counterparties and obtaining sufficient collateral, where
appropriate, as means of mitigating the risk of financial loss from defaults. The company's exposure and
creditworthiness of the counterparties are continuously monitored and analyzed.

7.3.2 Liquidity Risk ;

Liquidity risk is the risk that the company may not be able to meet its present and future cash and collateral
obligations without incurring unacceptable losses. In order to control and mitigate the liquidity risk and for
better working capital management considers both normal and stressed conditions. A material and sustained
shortfall in cash flow could create potential business continuity risk. To mitigate the risk the company has made
arrangement of adequate level of OD facility for short term financing from Prime Commercial Bank Limited.
The company's finance department regularly monitors the cash position to ensure it has sufficient cash ongoing
basis to meet operational needs. Any short term surplus cash generated by the operating entities, over and above
the amount required for working capital management and other operational requirements are retained as cash
and cash equivalents (to the extent required) and any excess is invested in interest bearing term deposit or call
deposit to optimize its cash returns on investments.

7.3.3 Market Risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market prices comprises mainly following types of risk.

7.3.4 Currency Risk

The company is subject to the risk that changes in foreign currency values impact the company's import of
inventories of spare parts and property, plant and equipment. There is no unhedged exposure to the company on
holding financial assets (Bank balances and trade receivables) and liabilities (trade payables) other than in their
functional currency. The company is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to United State Dollar. The aim of the approach to management of currency risk is to
leave the company with no material residual risk. Since there is no significant currency risk, the company has
not entered into any forward contract.

7.3.5 Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of the financial instrument will fluctuate
because of changes of interest rates in market. The company's exposure to the risk of changes in market interest
rates felates primarily 1o the company's long term and short-term debt obligations. Since the interest rate is
influenced by market forces, which is beyond the company's control, the company has little role to play for
minimizing this risk. However, the company mitigates the risk through negotiations with respective authorities
on reasonable periods.

7.3.5 Capital Management

For the purpose of Company's capital Management, capital included 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
Lo continue as going concern and Lo optimize returns Lo 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. The company considers the amount of capital in proportion to risk-and manages the capital
structure in the light of changes in economic conditions and the risk characteristics of the underlying assets.

The aim of the company is to translate profitable growth to sufficient cash generation through efficient capital
management. The company's policy is to maintain a stable ad strong capital structure with a focus on total
equity so as to maintain investor, creditor to build market confidence and to sustain future development and
orowth of its business, The company's focus is on keeping strong total equity base to ensure independence,
security, as well as high tinancial tlexibility for potential future borrowings if requires without impacting the
risk profile of the company. The company will take appropriate steps in order to maintain, or if adjust, its capital
structure. The management monitors the return on capital as well as the level of dividends to shareholders. ~ ~\




7.3.6 Disaster Management

A disaster is sudden, calamitous natural event that seriously disrupts the functioning of the community or
society and causes human, material. economic or environmental losses that exceed the community's or
society's ability to cope using its resources. Disaster occurs when a hazard impact on vulnerable people.
Disasters are older than mankind, We cannot control the hazard like flood, earthquake, fire, and landslide and
S0 on but we can minimize the damage which may cause by such hazards. Preparedness is the key point for
minimizing the loss or damage which may occurs due to disasters. As we know hazards are older than the
mankind so there is some trend in accordance of such events like flood, earthquake so we have to predict and
prepare for these kinds of hazards. Disaster is the product of process and exposure through the process or
hazards are natural so we cannot exactly identify it but by listing possible hazards like flood, landslide and
fire and so on which may occur. The company can only reduce the damage by reducing such things on
exposure of disasters. AKJCL has tried to reduce the chances of damage by installing gabion and protection
wall for protection from flood and installing fire fighting equipment for protection from fire.

7.4 Subsequent Event;

I'here has not been any significant reportable event afler the reporting date which requires be either adjusting or
disclosing while preparing financial statements.

8. Effect of NFRS implementation

A, Property, Plant & Equipment

Under the previous GAAP, depreciation charged for PPE was based on depreciation rate prescribed by Income
Tax Act 2058, now the depreciation rate charged for the PPE has been charged estimating life of the assets.

B. Other Equity Investments
a. Investment in shares is reclassified separately as Investment in Other equity investments,
C. Other Non-current Assets

Advance to Supplier which is outstanding for more than 12 month from reporting date and other
deposit has been reclassified as other non-current which was previously reported under current assets.

D. Other Current Assets
Advance to suppliers and prepaid expenses have been grouped as other current assets which were
earlier grouped under advance & deposit.

E. Other Equity
Net Effect of change in assets and liabilities due to different measurement changes on account of NFRS
adjustment.

B, Non-Current Financial Liabilities

Borrowing which is payable after period of 12 months have been classified under Non-Current
Financial Liabilities

G. Borrowing
Current portion of long-term loan has been classified as short term borrowing which was previously
reported as Current Liabilities.

H. Trade Payables
Current portion of payable of suppliers has been reclassified as Trade Payable which was previously

reported under Current Liabilities.

I. Other Financial Liabilitics ’
Royalty payable and other payables have been grouped under other current financial liabilities, A
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J. Other Current Liabilities
Bonus Payable, VAT payable, TDS payable, employee accounts payable, have been grouped under
other current liabilities which were earlier grouped under current liabilities.

K. Other Income
Financial income from bank has been classified and shown separately as finance income on the face of
SOPL which was previously reported under other income.

L. Finance Income
Interest effect of measuring the non-current financial assets/liabilities on amortized cost has been
classified as other finance income/(cost).

M. Finance Costs
a. Interest effect of measuring the non-current financial assets/liabilities on amortized cost has been
classified as other finance income/(cost),

9. Approval of Financial Statements:

The accompanied financial statements have been approved and authorized for issue by the Board of Directors in
its meeting held on 2078.08.17 and have been recommended for approval by shareholders in the Annual General
meeting.




