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1168, Durbar Marg, Kathmandu

Ar al & Ar al G.P.O. Box No. 11930
Phone No. 00977-1-4258439

Chartered Accountants Fax No. 00977-1-4255982

Email: ca.sudhan@gmail.com

Independent Auditor’s Report

To the Shareholders
M/s Nepal Hydro Developer Limited
Kathmandu

Opinion

We have audited the accompanying financial statements of M/s Nepal Hydro Developer Limited which comprise
the Statement of Financial Position as at 31 Ashadh, 2081, and the Statement of Profit or Loss and Other
Comprehensive Income, Statement of changes in Equity and Statement of Cash flows for the year then ended, and
Notes to the Financial Statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Company as at 31 Ashadh, 2081, and its financial performance and its cash flows for the vear then ended in
accordance with Nepal Financial Reporting Standards (NFRSs).

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section
of our report. We are independent of the Company in accordance with the ethical requirements that are relevant to
our audit of the financial statements in Nepal, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis-for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the current period. 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.

There is no matter to be reported under Key Audit Matters.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with
NFRSs, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error. In preparing the financial
statements, management is responsible for assessing the Company’s ability to continue as a going concemn,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management cither intends to liquidate the Company or to cease operations, or has no realistic alternative but to do
so. Those charged with govemance are responsible for overseeing the Company’s financial reporting process.
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Other Matters
This andit report provides our opinion on the accompanying standalone financial statements of the company.

Information other than the financial statements and auditor’s report thereon

Management is responsible for the other information, which includes all information in the annual report except for
the financial statements and our audit report on those financial statements. Our opinion on the financial statements
does not extend to this other information, and we do not provide any form of assurance regarding it.

In rclation to our audit of the financial statcments, our responsibility is to rcad the other information oncc it becomcs
available. While doing so, we consider whether it is materially inconsistent with the financial statements or our
knowledge acquired during the audit, or if it otherwise appears to be materially misstated. If, based on the work we
have undertaken, we identify a material misstatement in this other information, we must report that finding. As of
the issuance date of this report, we have nothing to report in this regard.

Auditor's Responsibility for Audit of 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 andit conducted in accordance with
NSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of 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:

« 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 intemal control.

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

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

+ Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concem. 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. Qur 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 concem.

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

+ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Company to express an opinion on the financial statements. We are responsible for the
direction, supervision and performance of the audit. We remain solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant dcficicncics in intcrnal control that we identify
during our audit.

We also provide those charged with govemance 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
rcasonably be thought to bear on our independence, and where applicablc, related safcguards.

From the matters communicated with those charged with govemance, we determine those matters that were of most

significance in the audit of the financial statements of the current period and are therefore the key audit matters. We

describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits

of such communication. .

Report on other legal and regulatory requirements

On the basis of our examination, we would like to further report that:

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

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

iii. The Statement of financial position, statement of profit or loss and other comprehensive income, statement
of cash flows, statement of changes in equity, significant accounting policies and notes to the accounts dealt
by this report are in agreement with the books of account maintained by the company.

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

v.  We have not come across any fraudulence in the accounts, so far as it appeared from our examination of the
book, and

vi.  The Company has not acted in a manner to jeopardize the interest and security of the stakeholders.

For Aryal & Aryal
Chartered Accountants

Sudhan Regmi;
Proprietor
Date:2081.08.28

Place: Kathmandu

UDIN: 241229CA00675T4UL9
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Nepal Hydro Developer Limited
STATEMENT OF FINANCIAL POSITION

Particulars Note 2081.03.31 2080.03.31
2024.07.15 2023.07.16

ASSETS
Non-Current Assets
Property, Plant and Equipment 4 519,319 660,328
Intangible Assets 5 402,061,399 419,478,053
Capital Work In Progress 6 1,598,764 -
Investment 7 35,500,000 35,500,000
Total Non-Current Assets 439,679,481 455,638,381
Current Assets
Inventories (as Certified) 8 - -
Financial assets
Trade Receivables 9 49,028,320 53,897,319
Cash & cash equivalent 10 1,618,781 1,106,968
Bank Balance other than Cash & Cash Equivalent 11 - 30,000,000
Other financial assets 12 388,249 90,134
Other Current Assets 13 30,505,496 30,143,019
Current Tax Assets (Net) 13 69,102 554,036
Deferred tax assets 33 55,088 -
Total Current Assets 81,665,037 115,791,476
Total Assets 521,344,518 571,429,856
EQUITY & LIABILITIES
Equity
Equity share capital 14 359,441,355 335,926,500
Other equity 15 61,360,952 46,067,234
Total Equity 420,802,307 381,993,734
Liabilities
Non-Current Liabilities
Financial liabilities
Long Term Borrowings 16 20,999,448 70,999,560
Total Non-Current Liabilities 20,999,448 70,999,560
Current Liabilities
Financial liabilities
Short Term Borrowings 17 65,265,412 105,391,466
Trade payables 18 1,394,397 687,765
Other financial liabilities 19 2,768,048 2,114,407
Provisions 20 7,411,320 6,818,082
Other current liabilities 21 2,703,585 2,190,450
Deferred tax liability 33 - 1,234,391
Total Current Liabilities 79,542,763 118,436,561
Total Liabilities 100,542,211 189,436,122
Total Equity and Liabilities 521,344,518 571,429,856
The accompanying notes are integral part of these financial statements. 1-3
For and on the behalf of Board.
Mr. Kumud Kumar Dugar Mr. Buddha Kaji Shrestha Mr. Ananta Murarka As per our
Chairman Director Director report of
Mz. Bhola Shrestha Mts. Puja Atal ggos}lgsﬁlK;mg‘é Dhungana even date
Independent Director Director ompany sec Y

FCA. Sudhan Regmi
Date: Proptietor
Place: Kathmandu Aryal & Aryal Chartered Accountants
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STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

Nepal Hydro Developer Limitea

Particulars Note 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Revenue
Gross Revenue 22 95,083,632 100,525,338
Interest Income 23 460,685 2,059,715
Total Income 95,544,317 102,585,053
Generation & Distribution Expenses 24 7,027,283 9,058,742
Employee Cost 25 9,641,251 8,871,289
Administrative and other operating expenses 26 1,851,538 2,051,778
Depreciation expenses 4 141,009 186,004
Amortization of intangible assets 5 18,672,000 18,643,469
Loss on Derecognition of Intangible Assets 5.1 174,671 -
Profit from Operation 58,036,565 63,773,771
Finance costs 27 12,263,121 14,591,259
Profit Before Bonus, CSR & Tax 45,773,444 49,182,512
Provision
Staff Bonus 888,805 964,363
Corporate Social Responsibility 444,402 477,407
Profit Before Tax 44,440,237 47,740,742
Income Tax Expense
Current tax 5,126,736 4,852,342
Deferred tax expense/(income) 33 (1,289,479) 1,234,391
Profit for the year 40,602,980 41,654,009
Other comprehensive Income:
Other comprehensive Income not to be reclassified to profit or loss in subsequent periods
i. Re-measurement (losses) / gains on post employment defined benefit plans
ii. Equity instruments through other comprehensive income -
iii. Tax relating to items that will not to be reclassified to profit or loss -
Other comprehensive gain/(loss) for the year, net of tax
Total Comprehensive gain/(loss) for the year, net of tax 40,602,980 41,654,009
Earnings per equity share of Rs. 100 each
Basic Earnings per share - Rs. (Annualized) 28 11.61 12.70
The accompanying notes are integral part of these financial statements.
For and on the behalf of Board.
Mr. Kumud Kumar Dugar Mr. Buddha Kaji Shrestha Mr. Ananta Murarka As per our
Chairman Director Director report of
Mr. Bhola Shrestha Mrs. Puja Atal gﬁgfggg;‘;‘;‘gggg;‘;gam even date
Independent Director Director .
FCA. Sudhan Regmi
Date: Proprietor
Place: Kathmandu Aryal & Aryal Chartered Accountants
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Nepal Hydro Developer Limited
STATEMENT OF CASH FLOW

Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Cash flow from operating activities

Profit for the year 44,440,237 47,740,742
Adjustments for:
Depreciation on property, plant and equipment 141,009 186,004
Investment Income (460,685) (2,059,715)
Amortization of Intangible Assets 18,672,000 18,643,469
Loss on derecognition of Intangible Assets 174,671
Finance cost 12,263,121 14,591,259
Working capital adjustments:
(Increase)/ Decrease in Trade receivables 4,868,998 669,230
(Increase)/ Decrease in other financial assets (298,115) 19,022
(Increase)/ Decrease in other current assets 67,366 (105,643)
(Increase)/ Decrease in Inventories - -
Increase / (Decrease) in trade payables 706,633 (674,148)
Increase / (Decrease) in financial liabilities (39,472,413) 40,922,626
Increase / (Decrease) in other current liabilities (3,099,158) 2,113,218
Cash generated from operations 38,003,664 122,046,064
Bonus paid (964,363) (408,829)
CSR paid (50,000) (110,160)
Income Tax Paid - -
Prior year adjustment - -
Net cash flows from operating activities (A) (1,014,363) 121,527,075
Cash flows from investing activities
Purchase of Property, Plant and Equipment (25,877)
(Increase)/Decrease in Investment - (30,000,000)
Interest received From Fixed Deposit 460,685 2,059,715
Addition in Intangibles (1,430,017) -
Addition to Capital Work In Progress (1,598,764) -
Net cash flow from investing activities (B) (2,568,096) (27,966,162)
Cash flows from financing activities
Issue of Bonus Share 23,514,855 15,996,500
Dividend Distribution (24,752,479) (16,838,421)
Loan & borrowing (non-current) (50,000,112) (57,124,950)
Expenses related to the Equity Registeration (408,5306) =
Interest paid (12,263,121) (14,591,259)
Net cash flows from financing activities (C) (63,909,392) (72,558,130)
Net changes in cash flow for the year (A+B+C) (29,488,188) 21,002,784
Cash & cash equivalent, Beginning of Year 31,106,968 10,104,185
Cash & cash equivalent, End of Period 1,618,781 31,106,968
The accompanying notes are integral part of these financial statements.
For and on the behalf of Board.
Mr. Kumud Kumar Dugar Mr. Buddha Kaji Shrestha Mr. Ananta Murarka As per our
Chairman Director Director report of
Mzr. Bhola Shrestha Mrs. Puja Atal glé'os}lgSh 21 Dhunigagl even date
ompany Secretary

Independent Director Director

FCA. Sudhan Regmi
Date: Proptietor
Place: Kathmandu Aryal & Aryal Chartered Accountants
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Nepal Hydro Developer Limited

SIGNIFICANT INFORMATION, ACCOUNTING POLICIES & NOTES TO
THE ACCOUNTS

Note -1 & Note-2
1 General Information

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

The Company has obtained License from Department of Electricity Development (DOED) to develop
hydro electricity from 3.52 MW Charnawati Khola in Dolkha District, Nepal. Further company has
also received license for development of 6.4 MW Lower Chandrawati Hydro Power Project (cascade
project).

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

Nepal.

The financial statements apply to the financial year ended 31st Ashadh 2081 (15th July 2024). The
financial statements of Nepal Hydro Developer Limited has been referred at "NHDL"

The accompanied financial statements have been approved for publication by the Board of Directors of
the NHDL in its meeting held on 28/08/2081 The Boatrd of Directors acknowledges the responsibility
of preparation of financial statements.

2 Basis of Preparation and Measurement

a)  Statement of compliance
The Financial Statements have been prepared in accordance with the Nepal Financial Reporting Standards
(NFRS) issued by the Nepal Accounting Standards Board (INASB), as per the provisions of The Institute of
Chartered Accountants of Nepal Act, 1997. These confirm, in material respect, to NFRS as issued by the
Nepal Accounting Standards Board. The Financial Statements have been prepared on a going concern basis.
The term NFRS, includes all the standards and the related interpretations which are consistently used.

b)  Basis of preparation

The financial statements have been prepared on accrual and going concern basis. The accounting policies
are applied consistently to all the periods presented in the financial statements as per NFRS’. All assets
and liabilities have been classified as current or non-current as per the Company’s normal operating cycle.
Based on the nature of products and the time between acquisition of assets for processing and their
realization in cash and cash equivalents, the Company has ascertained its operating cycle as 12 months
for the purpose of current or non-current classification of assets and liabilities. The financial statements
is presented in functional and presentation currency of the Company i.e. Nepalese Rupee (“NPR”) which
is the currency of the primary economic environment in which the Company operates.

c) Use of Estimates
The preparation of these Financial Statements in conformity with NIRS requires management to make
estimates, judgements and assumptions. These estimates, judgments and assumptions affect the reported
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Nepal Hydro Developer Limited

balances of Assets & Liabilities, disclosures relating to Contingent Liabilities as at the date of the Financial
Statements and the reported amounts of Income & Expenses for the years presented. Actual results may
differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
Changes in estimates are reflected in the Financial Statements in the period in which changes are made
and, if material, their effects are disclosed in the Notes to the financial statements.

Going Concern

The Financial Statements are prepared on a going concern basis. The Board of Directors have considered
a wide range of information relating to present and future conditions, including future projections of
profitability, cash flows and capital resources while assessing the going concern basis. Furthermore,
Board is not aware of any material uncertainties that may cast significant doubt upon Company’s ability
to continue as a going concern and they do not intend either to liquidate or to cease operations of it.

Changes in Accounting Policies

Accounting policies are the specific principles, bases, conventions, rules and practices applied by the
Company in preparing and presenting financial statements. The Company is permitted to change an
accounting policy only if the change is required by a standard or interpretation; or results in the Financial
Statements providing reliable and more relevant information about the effects of transactions, other
events or conditions on the entity's financial position, financial performance, or cash flows.

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

Significant accounting policies Note-3
Critical accounting estimates and judgements

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards
requires the use of certain critical accounting estimates and judgments. It also requires management to
exercise judgment in the process of applying the Company’s accounting policies. The Company makes
certain estimates and assumptions regarding the future events. Estimates and judgments are continuously
evaluated based on historical experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. Management believes that the estimates used in
the preparation of the financial statements are prudent and reasonable. Future results could differ from
these estimates. Any revision to accounting estimates is recognized prospectively in current and future
periods. The estimates and assumptions that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year primarily includes:-

Useful life and residual value of property, plant and equipments

Management reviews the useful life and residual values of property, plant and equipment at least once
a year. Such life are dependent upon an assessment of both the technical life of the assets and also
their likely economic life, based on various internal and external factors including relative efficiency and
operating costs. Accordingly, depreciable lives are reviewed annually using the best information available
to the Management.

Impairment of property, plant and equipments

At the end of each reporting petiod, the Company reviews the carrying amounts of its property, plant
and equipment to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine
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the extent of the impairment loss (if any). Recoverable amount is the higher of fair value less costs to
sell and value in use. Value in use is usually determined on the basis of discounted estimated future cash
flows. This involves management estimates on anticipated commodity prices, market demand and supply,
economic and regulatory environment, discount rates and other factors. Any subsequent changes to cash
flow due to changes in the above mentioned factors could impact the carrying value of assets.

Contingencies

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

Fair value measurement

Some of the Company’s assets and liabilities are measured at fair value for financial reporting purposes.
The management determines the appropriate valuation techniques and inputs for fair value measurements.
In estimating the fair value of an asset or a liability, the Company uses market-observable data to the
extent it is available. Where Level 1 inputs are not available, the Company engages third party qualified
valuers to perform the valuation. The management works closely with the qualified external valuers to
establish the appropriate valuation techniques and inputs to the model.

Defined benefits plan

The cost of defined benefit plan and other postemployment benefits and the present value of such
obligations are determined using actuatial valuations. An actuarial valuation involves making various
assumptions that may differ from actual development in the future. These include the determination of
the discount rate, future salary escalations and mortality rates etc. Due to the complexities involved in
the valuation and its long term nature, a defined benefit obligation is highly sensitive to changes in these
assumptions. All assumptions are reviewed at each reporting date.

Recognition of deferred tax assets

Significant management judgment is required to 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 were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising beyond the control
of the Company.

Property, plant and equipment

Property, Plant & Equipment are stated at cost inclusive of all expenses incurred in commissioning/
putting them into use, less accumulated depreciation. Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Company and the cost of the item can be measured
reliably. The carrying amount of any component accounted for as a separate assets are derecognised
when replaced. All other repairs and maintenance are charged to profit and loss during the reporting
period in which they are incurred.

The Company identifies and determines cost of each component/ part of the asset separately, if the
component/ part has a cost which is significant to the total cost of the asset having useful life that is
materially different from that of the remaining asset. These components are depreciated over their useful
lives; the remaining asset is depreciated over the life of the principal asset.
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The residual values, useful lives and methods of depreciation of property, plant and equipment are
reviewed at each financial year end and adjusted prospectively, if appropriate.

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

Assets in the course of construction are capitalized in the assets under capital work in progress account
(CWIP). At the point when an asset is operating at management’s intended use, the cost of construction
is transferred to the appropriate category of property, plant and equipment and depreciation commences.
Where an obligation (legal or constructive) exists to dismantle or remove an asset or restore a site to its
former condition at the end of its useful life, the present value of the estimate cost of dismantling,
removing or restoring the site is capitalized along with the cost of acquisition or construction upon
completion and a corresponding liability is recognized. Revenue generated from production during the
trial period is capitalized.

Other Intangible Asset

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

Certain computer software costs are capitalized and recognised as intangible assets based on materiality,
accounting prudence and significant benefits expected to flow there from for a period longer than one
year.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of the asset and are recognised in the statement of
profit and loss when the asset is derecognised.

Depreciation and Amortization

Depreciation isDepreciation is recognised so as to write off the cost of assets (other than frechold land
and properties under construction) less their residual values over their useful lives, using the written down
method.

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

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

Category of asset Estimated useful life Depreciation Rate
Furnitures Furnitures & Fixtures 10-11 years 25%
Office Equipment 10-11 years 25%

Vehicles 13-14 years 20%
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Useful life is either the period of time which the asset is expected to be used or the number of production
or similar units expected to be obtained from the use of asset. The estimated useful life, residual values
an depreciation method are reviewed at the end of each reporting period, with the effect of any changes
in estimate accounted for on a prospective basis.

Leasehold improvements are depreciated over the period of lease or estimated useful life, whichever is
lower, on straight line basis.

Impairment of tangible and intangible assets

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

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

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

Borrowing cost

Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing
of funds. Borrowing cost also includes exchange differences to the extent regarded as an adjustment to
the borrowing costs.

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessatily takes a substantial period of time to get ready for its intended use or sale are capitalized as
part of the cost of the asset until such time as the assets are substantially ready for the intended use or
sale. All other borrowing costs are expensed in the period in which they occur.

Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at banks and on hand and demand
deposits with an original maturity of three months or less and highly liquid investments that are readily
convertible into known amounts of cash and which are subject to an insignificant risk of changes in
value net of outstanding bank overdrafts as they are considered an integral part of the Company’s cash
management.
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Inventories

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

Revenue recognition

Sale of electricity

Revenue is recognised to the extent that it is probable that economic benefit will flow to the Company
and that the revenue can be reliably 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
recognised when substantial risks and rewards of ownership is transferred to the buyer under the terms
of the contract.

Interest & dividend income
Dividend income (net of withholding taxes) from investments is recognised when the shareholder’s right
to receive payment 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 shares is increased.

Interest income from a financial asset is recognised when it is probable that the economic benefits will
flow to the Company and the amount of income can be measured reliably. Interest income is accrued on
a time basis, by reference to the principal outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts estimated future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount on initial recognition.

Foreign currency transactions
The functional currency of the Company and its subsidiaries is determined on the basis of the primary
economic environment in which it operates. The functional currency of the Company is Nepalese Rupee

(NPR).

In preparing the financial statements the Company, transactions in currencies other than the entity’s
functional currency (foreign currencies) are recognised at the rates of exchange prevailing at the dates of
the transactions.

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

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

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

Employment Benefits

i) Short Term

Liabilities for wages and salaries, including non-monetary benefits that are expected to be settled wholly
within 12 months after the end of the period in which the employees render the related service are
recognized in respect of employees’ services up to the end of the reporting period and are measured at
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the amounts expected to be paid when the liabilities are settled. The liabilities are presented as current
employee benefit obligations in the Statement of Financial Position.

ii) Post - Employment Benefits

- Defined

The Company pays Provident Fund contributions to publicly administered Provident Funds as per local
regulations. The Company has no further payment obligations once the contributions have been paid.
The contributions are accounted for as defined contribution plans and the contribution are recognized
as Employee Benefit Expense when they are due.

- Defined Benefit

For Defined Benefit Plan in the form of Gratuity, the cost of providing benefits is determined using
the Projected Unit Credit Method, with Actuarial Valuations being carried out at each Statement of
Financial Position. Actuarial Gains & Losses are recognized in the Other Comprehensive Income in the
period in which they occur. Past service cost is recognized immediately to the extent that the benefits
are already vested and otherwise is amortized on a Straight Line Basis over the average period until the
benefits become vested. The retirement benefit obligation recognized in the Statement of Financial
Position represents the present value of the defined benefit obligation as adjusted for unrecognized
past service cost, as reduced by the Fair Value of plan Assets (If Any). Any Asset resulting from this
calculation is limited to past service cost, plus the present value of available refunds and reductions in
future contributions to the plan.

iii) Long Term Employee Benefits

The liabilities for un-availed earned leaves are not expected to be settled wholly within 12 months after
the end of the period in which the employees render the related service. Leave Encashment has been
computed using Actuarial Assumptions and these are measured at the present value of expected future
payments to be made in respect of services provided by employees up to the end of the year using the
Projected Unit Credit Method. The benefits are discounted using the market yields at the end of the year
that have terms approximating to the terms of assumptions.

Taxation

Income tax

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

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

As per Section 11(3d) (a), The licensed person or entity commencing commercial production,transmission
or distribution of hydropower till Chaitra (mid-March) shall be provided full income tax exemption for
the first ten years after starting commercial production and fifty percent exemption for another five years
afterwards.

Deferred tax

Deferred tax is provided using the balance sheet liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. The amount of deferred tax provided is based on the expected realization or
settlement of the carrying amount of assets and liabilities using tax rates at the balance sheet date.
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A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilized. 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 asset to be recovered.

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

Earnings per share

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

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

Provisions, contingencies 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 a provision to be reimbursed, for example, under an insurance contract,
the reimbursement is recognised as a separate asset, but only when the reimbursement is virtually
certain. The expense relating to a provision is presented in the statement of profit and loss net of any
reimbursement.

effect of the time value of money is material, provisions are discounted using a current pre-tax rate that
reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase in the
provision due to the passage of time is recognised as a finance cost. A provision for onerous contracts
is recognised when the expected benefits to be derived by the Company from a contract are lower than
the unavoidable cost of meeting its obligations under the contract. The provision is measured at the
present value of the lower of the expected cost of terminating the contract and the expected net cost of
continuing with the contract. Before a provision is established, the Company recognises any impairment
loss on the assets associated with that contract.

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

Company does not recognize a contingent liability but discloses its existence in the standalone financial
statements.
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A contingent asset is a 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 assets.

Provisions, contingent liabilities, contingent assets and commitments are reviewed at each reporting

period.

Financial Instruments

Financial instruments

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

Investment in equity instruments issued by subsidiaries, associates and joint ventures are measutred at cost
less impairment.

Investment in preference shares/debentures of the subsidiaties are treated as equity instruments if the
same are convertible into equity shares or are redeemable out of the proceeds of equity instruments
issued for the purpose of redemption of such investments. Investment in preference shares/ debentures
not meeting the aforesaid conditions are classified as debt instruments at amortised cost.

Effective interest method:

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

Financial assets:

Financial assets at amortised cost

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

Financial assets measured at fair value

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

Financial asset not measured at amortised cost or at fair value through other comprehensive income is
carried at fair value through the statement of profit or loss.

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

Impairment of financial assets
Loss allowance for expected credit losses is recognised for financial assets measured at amortised cost
and fair value through the statement of profit of 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 is recognised. Loss allowance equal to the lifetime expected
credit losses is recognised if the credit risk on the financial instruments has significantly increased since
initial recognition.

De-recognition of financial assets

The Company de-recognises a financial asset only when the contractual rights to the cash flows from the
financial asset expire, or it transfers the financial asset and the transfer qualifies for de-recognition under
NFRS 9. If the Company neither transfers nor retains substantially all the risks and rewards of ownership
and continues to control the transferred asset, the Company recognises its retained interest in the assets
and an associated liability for amounts it may have to pay.

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

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

Financial liabilities and equity instruments

Classification as debt or equity

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

Equity Instruments

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

Financial Liabilities

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

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

Financial guarantee contracts

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

De-recognition of financial liability

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

A\ 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 a net basis, to realize the assets and settle the liabilities simultaneously.

Leases

The determination of whether an arrangement is (or contains) a lease is based on the substance 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 asset 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.

Alease is classified at the inception date as a finance lease or an operating lease. For arrangements entered
into prior to Shrawan 1, 2074, the Company has determined whether the arrangement contain lease on
the basis of facts and circumstances existing on the date of transition.

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 asset. However, if there is no reasonable certainty
that the Company will obtain ownership by the end of the lease term, the asset is depreciated over the
shorter of the estimated useful life of the asset 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 at the inception of the 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
recognised in finance costs 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.
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Operating lease payments are recognised 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 to the lessors are not on that basis; or

the payments to the lessor are structured to increase in line with expected general inflation to compensate
for the lessor’s expected inflationary cost increases. If payments to the lessor vary because of factors
other than general inflation, then this condition is not met.

The company as lessor

Rental income from operating leases is generally recognised 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
economic benefits from the leased asset are consumed. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the leased asset and recognised on a
straight-line basis over the lease term.

Service concession arrangements

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

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

The grantor controls through ownership, beneficial entitlement or otherwise any significant residual
interest in the infrastructure at the end of the term of the arrangement.

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

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

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

Intangible asset model:

The intangible asset model is used to the extent that the Group, being an operator, receives a right
(a license) to charge users of the public service. A right to charge users of a public services is not an
unconditional right to receive cash because the amounts are contingent on to the extent that public uses
the services. Both type of arrangements may exist within a single contract to the extent that the grantor
has given an unconditional guarantee of payment for the construction and the operation i.e. considered
as a Financial asset and to the extent that the operator has to rely on the public using the service in order
to obtain payment, the operation has an intangible asset.
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The Company manages concession arrangements which include power supply from its two hydro power
plant. The Company maintains and services the infrastructure during the concession period. These
concession arrangements set out rights and obligations related to the infrastructure and the services to
be provided. The right to consideration gives rise to an intangible asset and accordingly, the intangible
asset models is applied.

Income from the concession arrangements earned under the intangible asset model consists of the (i)
Fair Value of the contract revenue, which is deemed to be fait 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 reflects the pattern in which the asset’s economic benefits are
consumed by the Company, starting from the date when the right to operate starts to be used. Based
on these principles, the intangible asset is amortized in line with the actual usage of the specific public
facility, with a maximum of the duration of the concession.

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

Non-current assets held for sale

The Company classifies non-current assets as 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 sales of such assets, its sale is highly probable; and it will genuinely be sold, not abandoned. Non-
current assets held for sale are measured at the lower of their carrying amount and the fair value less costs
to sell. Assets and liabilities classified as held for sale 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.

Financial risk management objectives and policies

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

The Risk Management is done by the Company’s management that provides assurance that the Company’s
financial 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.
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The Board of Directors reviews and agrees policies for managing each of these risks which are
summatized below:-

a) Credit risk

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

b)  Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Company’s exposure to the risk of changes in market
interest rates relates primarily to the Company’s long-term and short-term debt obligations. Since, the
interest rate risk is influenced by market forces, company has little role to play for minimizing this risk.
Company manages its interest rate risk by having a balanced portfolio of fixed and variable rate loans and
borrowings by negotiating with highly reputed commercial banks.

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

In order to control liquidity risk and for better working capital management, NHDL has made arrangement
adequate level of OD facility for short term financing. The Company’s Finance department regularly
monitors the cash position to ensure it has sufficient cash on-going basis to meet operational needs

d)  Currenty risk
The Company is subject to the risk that changes in foreign currency values impact the Company’s imports
of inventories and property, plant and equipment. The Company is exposed to foreign exchange risk
arising from various currency exposures, primarily with respect to US Dollar.

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

3.20 CSR & Bonus Provision
The provision for corporate social liability @1% has been made during the year as per section 54 of
Industrial Enterprise Act, 2076 on Net profit for the year after bonus but before tax. Staff bonus has
been provided @ 2% on electricity income in line with the provisions of the Electricity Act 2049.
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Description of Subsidiaries, Associates and other equity investments

Lower Chandrawati Hydropower Ltd

The company has invested of Rs.5,500,000 in equity share of 100% subsidiary company i.e. namely
Lower Charnawati Hydropower Public Limited (LCHPL) & the same has been shown as Investment
Advance as the share lagat of LCHPL has not been approved from Office of Company Registrar till the
end of reporting period.

Lower Solu Hydropower Ltd
The company has invested of Rs.30,000,000 in equity share of Lower Solu Hydropower Limited (LSHL)
& the same has been shown as Investment.

Earnings Per Share
Earning per share is calculated by dividing the profit attributable to owners of the company by the
Weighted Average Number of equity shares outstanding during the Financial Year.
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THE ACCOMPANYING NOTES ARE INTEGRAL PART OF THESE
FINANCIAL STATEMENTS

Property. Plant & Equipment Note-4
Furnitures & Office Vehicles Computer | Bicycle
Fixtures Equipment &
Accessories
Gross Carrying Value
Balance as at 01 133,202 3,002,127 4,336,940 56,695 5,500 7,534,464
Shrawan, 2079
Addition for the yeat - 25,877 - - - 25,877
Disposal/ Adjustment -
for the year
Balance as at 31 133,202 3,028,004 4,336,940 56,695 5,500 7,560,341
Ashadh, 2080
Addition for the year - - - - -
Disposal/ Adjustment -
Balance as at 31 133,202 3,028,004 4,336,940 56,695 5,500 7,560,341

Ashadh, 2081

Depreciation and

Impairment Losses

Balance as at 01 120,701 2,688,304 3,890,479 9,449 5,075 6,714,009
Shrawan, 2079

Depreciation chatged for 3,125 81,690 89,292 11,811 85 186,004
the year

Disposal/ Adjustment _
Balance as at 31 123,826 2,769,995 3,979,772 21,261 5,160 6,900,013
Ashadh, 2080

Depreciation charged 2,344 58,033 71,434 8,859 340 141,009

for the year

Disposal/ Adjustment - - - - - .

Balance as at 31 126,170 2,828,028 4,051,205 30,119 5,500 7,041,023
Ashadh, 2081

Net Carrying Value
As on 31 Ashadh, 2080 9,375 258,009 357,169 35,434 340 660,328
(16 July, 2023)

As on 31 Ashadh, 2081 7,031 199,976 285,735 26,576 - 519,319
(15 July, 2024)

The Company has availed the deemed cost exemption in relation to the property, plant and equipment on the date
of transition and hence the net block carrying amount has been considered as the gross block carrying amount on
that date.
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Intangible Assets

Particulars

Service Concession

Note-5

Total

Gross Carrying Value

Arrangement

Balance as at 01 Shrawan, 2079 698,073,214 698,073,214
Addition for the year - -
Disposals during the Year -
Balance as at 31 Ashadh, 2080 698,073,214 698,073,214
Addition for the year 1,430,017 1,430,017
Disposals during the Year (266,166) (266,166)
Balance at 31 Ashadh, 2081 699,237,065 699,237,065
Depreciation and Impairment Losses
Balance as at 01 Shrawan, 2079 259,951,692 259,951,692
Depreciation charged for the year 18,643,469 18,643,469
Adjustment due to Impairment Losses Disposals - -

Balance as at 31 Ashadh, 2080 278,595,161 278,595,161
Depreciation charged for the year 18,672,000 18,672,000
Adjustment due to Impairment Losses - -
Disposals (91,495) (91,495)
Balance at 31 Ashadh, 2081 297,175,666 297,175,666
Net Carrying Value
As on 31 Ashadh, 2080 (16 July, 2023) 419,478,053 419,478,053
As on 31 Ashadh, 2081 (15 July, 2024) 402,061,399 402,061,399

The Company has obtained the generation license for operation from the Department of Electricity
Development (Ministry of Energy) and remains valid till Mangsir 16, 2102 (B.S.)

5.1 Loss on Derecognition of Intangible Assets

Particulars

EY. 2080.81

EY. 2079.80

Derecognition of component of 174,671
Intangible Assets
Total 174,671

During the financial year, a component of the Service Concession Arrangement (Plant) was replaced due to a
breakdown. The carrying value of the replaced component, amounting to NPR. 174,671 has been derecognized
and recognized as an expense in the Statement of Profit or Loss. The replacement cost of NPR. 1,430,017 has
been capitalized as part of the intangible asset.
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Capital Work in Progress Note-6

Particulars Capital Work In Total
Progress

Gross Carrying Value

Balance as at 01 Shrawan, 2079 - -
Addition for the year - -
Disposal/ Adjustment -
Balance as at 31 Ashadh, 2080 - -
Addition for the year 1,598,764 1,598,764
Disposal/ Adjustment -
Balance at 31 Ashadh, 2081 1,598,764 1,598,764
Amortization

Balance as at 01 Shrawan, 2079

Addition for the year

Disposal/ Adjustment -
Balance as at 31 Ashadh, 2080 - -
Addition for the year

Disposal/ Adjustment -
Balance at 31 Ashadh, 2081 - -
Net Carrying Value

As on 31 Ashadh, 2080 (16 July, 2023) - -
As on 31 Ashadh, 2081 (15 July, 2024) 1,598,764 1,598,764

Investment Note-7

Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16
Investment in Subsidiary Companies

Lower Chandrawati Hydro Power Litd.

(Shares @ NRs 100, fully paid up) 5,500,000 5,500,000
Investment in Other Companies
Lower Solu Hydropower Limited 30,000,000 30,000,000
(Shares @ NRs 100, fully paid up)
Net Investment 35,500,000 35,500,000

The company has invested of Rs.5,500,000 in equity share of 100% subsidiary company i.e. namely Lower
Charnawati Hydropower Public Limited (LCHPL) & Rs.30,000,000 in other company i.e. namely Lower
Solu Hydropower Limited & the same has been shown as Investment as the share lagat of LSHL has been
approved from Office of Company Registrar till the end of reporting period but the share lagat of LCHPL
has not been approved till the reporting period.
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Inventories (as Taken, Valued & Certified by the Management)

Note-8

Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Office consumables

Consumable, spares & parts -

Total -

Trade Receivables

Note-9

Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Nepal Electricity Authority 49,028,320 53,897,319
Provision for impairment losses - -
Total 49,028,320 53,897,319
Cash & Cash Equivalent Note-10

Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Cash in Hand (as certified) - 5,900
Balances with Banks:

Bank of Kathmandu Ltd. (Current) 1,023 1,023
Bank of Kathmandu Ltd. 309,985 1,000,000
Citizens Bank International Ltd. 1,252,113 44,386
Global IME Bank Ltd. 5,063 5,063
Prabhu Bank Ltd. 50,581 50,581
Siddhartha Bank Ltd. 16 16
Total 1,618,781 1,106,968
Bank Balance Other than Cash & Cash Equivalent Note-11

Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Fixed Deposits with Original Maturity of More - 30,000,000
than 3 months
Total - 30,000,000
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Other Financial assets Note-12

Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Deposits

Short term deposits 25,964 25,964

Custom Deposit 47,325 42,525

Margin Deposit 300,000 -

Staff advance 14,960 21,645

Total 388,249 90,134
Other current assets Note-13

Particulars

2081.03.31 2080.03.31

2023.07.16

2024.07.15

Advance for expenses 1,450,000 1,450,000
Advance given to Lower Charnawati 26,914,238 26,595,081
Advance to Suppliers 25,000 13,668
Prepaid expense 2,116,258 2,084,270
Total 30,505,496 30,143,019
Current Tax Assets (Net)

Advance Income Tax 69,102 554,036
Less: Current Tax - -
Closing Advance 69,102 554,036
Equity share capital Note-14
I) Equity Shares

Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Authorized Capital

Equity shares of Rs 100 each with 6,000,000 600,000,000 6,000,000 600,000,000
full voting power

Issued Capital

Equity shares of Rs 100 each with 3,594,414 359,441,355 3,359,265 335,926,500
full voting power

Paid-up Captal

Equity shares of Rs 100 each with 3,594,414 359,441,355 3,359,265 335,926,500
full voting power

Total subscribed & paidup 3,594,414 359,441,355 3,359,265 335,926,500

shares
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For the Period Ended on Ashad 31, 2081 (July 15, 2024

IT) Shares Reconciliation

Particulars 2081.03.31 2080.03.31

2024.07.15 2023.07.16
Opening Number of Shares 3,359,265 3,199,300
Add: Issue of Bonus Shares 235,149 159,965

Add: Issue of Right Shares - -
Less: Buyback of Shares - -
Closing Number of Shares for FY End 3,594,414 3,359,265

The Company has alloted 7% bonus share to the Equity Shareholders as per decision of Annual General Meetings
held on 12th Poush, 2080 (28th Jan, 2023).

ITII) Details of Shareholding greater than 1%

Details of Shareholding greater than 1% 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Shares
Mr. Kumud Kumar Dugar 9.37% 336,976 9.37% 314,931
Mr. Pashupati Murarka 9.37% 336,976 9.37% 314,931
Mr. Dev Kishan Mundara 5.49% 197,429 7.77% 260,913
Mr. Vikash Dugar 5.46% 196,238 5.46% 183,400
Mr. Shishir Kumar Murarka 4.76% 171,240 5.16% 173,181
Gyanu Maya Bhandari 2.56% 91,899 1.47% 49,450
Mr. Ananda Prasad Pokhrel 2.35% 84,552 2.67% 89,700
Khushbu Investment Private Limited 2.02% 72,548 0.00% -
Upendra Sigdel 1.58% 56,952 0.65% 21,792
Bharat Regmi 1.40% 50,399 1.23% 41,433
Usha Bhusal 1.18% 42,310 0.66% 22,084
Lumbini Bikas Bank Limited 1.01% 36,133 0.00% 4
Others General public 53.44% 1,920,762  56.19% 1,887,450

The company has only one class of equity shares having a par value of Rs. 100/- per share. In the event of
the liquidation of the company, the equity share holders will be entitled to receive remaining assets of the
company, after distribution of all preferential amounts according to Companies Act 2063. The distribution
will be in proportion of the number of the equity shares held by the shareholders.




Nepal Hydro Developer Limited.

Nepal Hydro Developer Limited

THE ACCOMPANYING NOTES ARE INTEGRAL PART OF THESE

FINANCIAL STATEMENTS
For the Period Ended on Ashad 31, 2081 (July 15, 2024

Other Equity Note-15
Share Premium | Retained Earning | General Reserve | Total
Balance as at 32 Ashadh 2079 - 21,251,646 - 21,251,646
Profit for the year - 41,654,009 41,654,009
Dividend Distribution - (16,838,421) - (16,838,421)
Prior period adjustments - - - -
Balance as at 31 Ashadh 2080 - 46,067,234 - 46,067,234
Profit for the year - 40,602,980 40,602,980
Dividend Distribution - (24,752,479) - (24,752,479)
Prior period adjustments - (148,247) - (148,247)
Expenses related to the Equity (408,536) (408,530)
Registeration
Balance as at 31 Ashadh 2081 - 61,360,952 - 61,360,952
Long Term Borrowings Note-16

Particulars 2081.03.31 2080.03.31

2024.07.15 2023.07.16

Term loan

Bank of Kathmandu L.td - 139,691,026
Standard Chartered Bank 85,499,498 -
Total 85,499,498 139,691,026
Current Portion 64,500,050 68,691,466
Non-current Portion 20,999,448 70,999,560

Company has borrowed loans though consortium, Global IME Bank Limited being leading bank in consortium.
Loan agreement has been entered on 6th December, 2023 with Standard Chartered Bank Nepal Limited to
refinance loan of Global IME Bank Limited. The loan arrangment contains NRs 114.49 millions as term loan
against which licence to operate, all the assets owned & created by the companies shall remains as collateral.

Short Term Borrowings Note-17
2024.07.15 2023.07.16

Short Term LLoan - 9,700,000

Loan on Fixed Deposit - 27,000,000

Overdraft L.oan 765,362 -

Current Portion of Term Loan 64,500,050 68,691,466

Non-current portion 65,265,412 105,391,466

Trade Payables Note-18
2024.07.15 2023.07.16

Sundry Creditors 1,394,397 687,765

Total 1,394,397 687,765

Trade and other payables mainly consist of amounts the Company owes to suppliers and government authority
that have been invoiced or are accrued. 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.

56




Nepal Hydro Developer Limitea

Nepal Hydro Developer Limited

THE ACCOMPANYING NOTES ARE INTEGRAL PART OF THESE
FINANCIAL STATEMENTS
For the Period Ended on Ashad 31, 2081 (July 15, 2024

Other financial liabilities Note-19
Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16
Retention Money Payable 12,756 12,756
Advance from directors 177,564 177,564
Royalty payables - 1
Expenses Payable ( PF & Gratuity) 1,875,258 1,639,636
Lease Equilisation Liability 30,681 30,681
Other payables 671,788 253,770
Current 2,768,048 2,114,407

Non-current - -

Retention Money Payable, director advance, royalty payables & other payables are expected to be paid within
twelve months end of fiscal year.

Provisions Note-20
2024.07.15 2023.07.16
Provision for Staff Bonus 888,805 964,363
Provision for Corporate Social Responsibility 1,395,779 1,001,377
Provision For Income Tax 5,126,736 4,852,342
Current 7,411,320 6,818,082

Non current - -

The provision for Employee Bonus has been made during the year as per section 15 of Electricity Act, 2049
read with rule 86(2) of Electricity Regulation 2050. Provision is expceted to be paid within 12 months end of
Fiscal year so, all approtioned under current liabilities.

Other Current Liabilities Note-21
2024.07.15 2023.07.16

Audit fee payables 156,100 156,100

TDS payables 352,895 315,684

Dividend Tax Payable 1,237,624 841,921

Salary Payable 956,966 876,745

Total 2,703,585 2,190,450
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Gross Revenue Note-22
2024.07.15 2023.07.16
Revenue from power sales 95,083,632 100,525,338
Total 95,083,632 100,525,338
Interest & Other Income Note-23
Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Interest Income on FD 460,685 2,059,715
Total 460,685 2,059,715
Other Income

G. Total 460,685 2,059,715
Generation & Distribution Expenses Note-24

2024.07.15 2023.07.16
Electricity & Water 117,945 60,287
Fuel & Lubricants-stores consumption 164,472 92,903
Office Expenses - Site 842,002 661,995
Project Insurance 2,857,551 2,847,097
R & M of Hydro & Electromechanical Equipment 718,263 2,891,660
Royalty Charge 2,253,362 2,392,320
Telephone Expenses 20,490 35,380
Transportation Charge 53,200 77,100
Total 7,027,283 9,058,742
Employee Cost Note-25
2024.07.15 2023.07.16

Salary & Allowances 8,481,623 8,018,538
Provident Fund 416,646 398,208
Gratuity Expenses 347,077 331,665
Generation Bonus 341,825 100,278
Labour Expenses 37,880 13,600
TADA-HO 16,200 9,000
Total 9,641,251 8,871,289
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Administrative Expenses Note-26

Particulars 2081.03.31 2080.03.31
2024.07.15 2023.07.16

Audit Fee 141,250 141,250
Auditor expenses 1,260 1,750
Tax Audit Fee 16,950 16,950
Insurance Premium - 26,417
Share management fee 220,000 578,570
Office Expenses 68,049 43,829
Office Rent 343,746 239,462
Printing & Stationery 72,512 72,533
Rate & Taxes 16,513

Registration & Renewal Fee 437,522 308,710
Royalty Other 33,124 -
Travelling Exp 128,365 147,338
Meeting Allowance 83,000 75,000
Dashain Expenses 22,000 20,710
Fine & Penalty 48,792 20,981
Annual General Meeting Expenses 160,260 306,385
Vehicle Running Expenses 58,195 51,393
Total 1,851,538 2,051,778
Finance Cost Note-27

2024.07.15 2023.07.16
Interest on Loan from Bank & Financial Institution 11,464,214 14,559,879
Bank Charges & Commission 798,907 31,380
Total 12,263,121 14,591,259
Earning per share Note-28
2024.07.15 2023.07.16

Profit for the year 40,602,980 41,654,009
Weighted average number of shares outstanding for Basic EPS 3,495,844 3,279,502
Weighted average number of shares outstanding for Diluted EPS 3,495,844 3,594,414
Basic Earning per share (EPS) NRs. 11.61 12.70
Diluted Earning per share (EPS) NRs. 11.61 11.59
Face value of share NRs. 100 100
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Related party disclosure

Name of Related Party

Name of Entity Relationship

Lower Charnawoti Hydr

opowers Ltd.

Note-29

Subsidiary Company

Kumud Kumar Dugar

Director

Key managerial personnel

Chief Executive Officer

As at 31 Ashad 2081

Particulars Nature of Opening | Transaction for  Closing Remarks
Transaction the Year
Lower Charnawoti Construction 32,095,081 319,157 32,414,238 Receivable
Hydropowers Ltd. advances
Kumud Kumar Dugar ~ Loan & advances 59,188 - 59,188  Advance payable
Key managerial Salary & allowance - 524,632 - Expenses
personnel
As at 31 Ashad 2080
Particulars Nature of Opening | Transaction for Closing Remarks
Transaction the Year
Modi Energy Limited  Loan & advances 25,475 275,475 - Receivable
Lower Charnawoti Construction 32,019,651 75,430 32,095,081  Advance payable
Hydropowers Ltd. advances
Kumud Kumar Dugar  Loan & advances 59,188 - 59,188  Advance payable
Key managerial Salary & - 468,286 - Expenses
personnel allowance
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Fair Value Measurements Note-30

(i) Financial Instruments by Cateogory & Hierarchy

"This section explains the judgements and estimates made in determining the Fair Values of the
Financial Instruments that are measured at Amortised Cost and at which Fair Values are disclosed
in the Financial Statements. The Company doesn't have any Financial Instruments which are to be
measured at Fair Value through Profit & Loss or Fair Value through Other Comprehensive Income.

To provide an indication about the reliability of the inputs used in determining Fair Value, the Company
has classified its financial instruments into Three Levels prescribed as per applicable NFRS. However, all the
Financial Instruments held by the Company fall under Level 3 Category."

Level 1: Level 1 Hierarchy includes Financial Instruments measured using Quoted Prices.

Level 2: Fair Value of Financial Instruments that are not traded in an active market is determined using
valuation techniques which maximises the use of observable market data and rely as little as possible on entity-
specific estimates. If all significant inputs required to determine Fair Value of an instrument are observable, the
instrument is included in Level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is
included in Level 3.

There is no transfer of Financial Instruments between different levels as mentioned above during the year.
Financial Risk Management Note-31

The Company's activities expose it to Credit Risk, Liquidity Risk & Market Risk.

i) Credit Risk

The Company is exposed to credit risk for various Financial Instruments, For Example Customer Receivables,
Loans or Advances given. The Company continuously monitors Receivables and defaults with customers &
other counterparties. Appropriate Security Deposits along with Bank Guarantee are kept against the supplies to
customers.

Credit Risk with respect to Trade Receivable is managed by the Company through regular followup by
management. The major trade receivable is from Nepal Electricity Authority which is government owned
business enterprieses. Although risk of non recovery is rear company has provided impairment for possible
losses.

Expected Credit Loss For Trade Receivables under Simplified Approach:

As at 31 Ashad 2081 | As at 31 Ashad 2080 | As at 32 Ashad 2079

Carrying amount 49,028,320 53,897,319 54,566,549
Expeced credit loss - - _
Net carrying amount 49,028,320 53,897,319 54,566,549




Nepal Hydro Developer Limitea

Nepal Hydro Developer Limited

THE ACCOMPANYING NOTES ARE INTEGRAL PART OF THESE
FINANCIAL STATEMENTS

The credit risk for cash & cash equivalents and bank deposits including accrued interest is considered negligible,
since the counterparties are Nepal Rastra Bank approved Financial Institutions.

ii) Liquidity Risk

Prudent Liquidity Management implies maintaining sufficient cash and marketable securities and the availablity
of funding through an adequate amount of internal and external financing to meet obligations when due. The
Company monitors its risk to a shortage of funds on a regular basis through cash forecast for scheduled debts
servicing payments and considering maturity profiles of Financial Assets & Other Financial Liabilities.

a) Financing Arrangements:
The Company had availed Financing Arrangements as categorised below. Closing balances of the same stands

as follows:
Long term loan & borrowings 20,999,448 70,999,560 128,124,510
Short term loan & borrowings 65,265,412 105,391,466 64,444,585
Total borrowings 86,264,860 176,391,026 192,569,095

iii) Market Risk

a) Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market rates. The company's policy is to minimise interest rate cash flow risk exposure
on borrowings.

Capital Management Note-32

"For the purpose of the Company's Capital Management, capital includes issued capital and all other equity
reserves attributable to the equity holders of the company. The company manages its capital so as to safeguard
its ability to continue as a going concern and to optimise returns to the shareholders. The capital structure of
the Company is based on management's judgement of the appropriate balance of key elements in order to
meet its strategic and day-to-day needs. We consider the amount of capital in proportion to risk and manage the
capital structure in light of changes in economic conditions and the risk characteristics of the underlying assets.
The Company's aim to translate profitable growth to superior cash generation through efficient capital
management. The Company's policy is to maintain a stable and strong capital strucutre with a focus on total equity
so as to maintain investor, creditor, and market confidence and to sustain future development and growth of its
business. The Company's focus is on keeping strong total equity base to ensute independence, secutity, as well as
a high financial flexibility for potential future borrowings, if required, without impacting the risk profile of the
Company. The Company will take appropriate steps in order to maintain, or if necessary adjust, its capital structure.
The management monitors the return on capital as well as the level of dividends to shareholders. The Company's
goal is to continue to be able to return excess liquidity to shareholders by continuing to distribute dividends in
future periods."

“Board meeting dated 2080/08/15 of NHDL has approved and recommended bonus share & cash dividends
@ 7% & 0.37% respectively from the accumulated reserves of 2074/75,2075/76,2076/77,2077/78, 2078/79,
2079/80 subject to approval of Shareholder at Annual general Meeting.”
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Months No. of Shares Days X No.
Days of Shares

Shrawan 3,359,265 107,496,480
Bhadra 31 3,359,265 104,137,215
Ashoj 30 3,359,265 100,777,950
Kartik 30 3,359,265 100,777,950
Mangsir 30 3,359,265 100,777,950
Poush 29 3,594,414 104,237,993
Magh 29 3,594,414 104,237,993
Falgun 30 3,594,414 107,832,407
Chaitra 30 3,594,414 107,832,407
Baishakh 31 3,594,414 111,426,820
Jestha 32 3,594,414 115,021,234
Ashad 31 3,594,414 111,426,820
365 1,275,983,218

Weighted Average Shares 3,495,844
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For the Period Ended on Ashad 31, 2081 (July 15, 2024

Computation of Deferred Tax Asset/Liabilities Note-33

Particulars Depreciation | Depreciation | Permanent | Temporary | Deferred Tax
as per books as per tax difference difference @10%

DTL/(DTA)
for the year

Fiscal Year 2080-81

Property, Plant & Equipment 402,580,717 173,592,487 229,539,110 (550,880) (55,088)
Including Intangible Assets
Land value amounting -

90,73,769.76

Closing Defferred Tax 402,580,717 173,592,487 229,539,110 (550,880) (55,088)
(Assets)/Liabilities

Opening Deferred Tax Assets/Liabilities 1,234,391
Defferred Tax Expenses/(Income) recognised during the year (1,289,479)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on tax rates/laws that have been enacted or substantively
enacted by the end of the reporting period. The measurement reflects the entity's expectations, at the end of the
reporting period, as to the manner in which the carrying amount of its assets and liabilities will be recovered or
settled. Temporary differences arise when there is a difference between the tax base and the carrying amount of
assets and liabilities. Permanent differences are differences between the tax and financial reporting of revenue
or expense items which will not be reversed in future.Since tax exemption facility has been provided for ten
years in case of hydropower project.Any differences in tax base and the carrying amount during this period will
be the permanent differences and hence will not be reversed in future. The deferred tax expense/income has
been created in the temporary difference that will arise after the ten financial years from the date of operation.
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