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B & K ASSOCIATES g oo

Chartered Accountants bkassoclates48@gmall.com

Independent Auditor’s Report

To the Shareholders of Aashutosh Energy Limited
Kmc-30, Kathmandu, Nepal

Report on the Audit of Financial Statements:

Opinion;

We have audited the financial statements of Aashutosh Energy Limited. which comprise the
statement of financial position as at 32~ Ashadh, 2083 (16t July, 2026), and the statement of profit
or loss, statement of 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 to the best of the information and explanations provided to us, the accompanying
financial statements referred to the above present fairly, in all material respects, the financial
position of the company as at 32+ Ashadh, 2083 (16 July, 2026) and its financial performance and
Its cash flow for the year 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 ICAN ‘s Handbook of the Code of Ethics for Professional Accountant together
with the ethical requirements that are relevant to our audit of the financial statements, and we
have fulfilled our other ethical responsibilities in accordance with the requirements and 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 opinion.

Key Audit Matters:

Key audit matters are those matters that, in our professional judgement, were of most significance
in the audit of the financial statements of the current period. These matters were addressed in the
context of the 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.
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Key Audit Matter

Address by the Auditor

The revenue of the company has to be
recognized on accrual basis. Revenue is mainly

Our audit approach regarding verification of
the process of income recognition included:

derived from sale of electricity to Nepal

Electricity Authority. ¢ Understanding and evaluating the controls

and processes over the recording of revenue in
system level and control in place for manual
processes.

As a part of our risk assessment, we have
considered each individual revenue stream and
determined that a significant risk exists in
respect of recognition of income under all
material revenue streams. Revenue may also
be misstated due to errors in system
calculations or manual processes.

» Obtaining the details of revenue from sale of
electricity and verified billed amount of energy
with the rate of electricity as quoted in the
power purchase agreement with NEA. We also
verified the total chargeable unit of contract
energy based on approved meter reading for
each period.

* Review the contracts, wherever applicable, to
ensure whether revenue as per the power
purchase agreement is recognized or not.

 Assessing the revenue recognition policies
adopted by the company for compliance with
the relevant financial reporting standards.

Information Other than Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information comprises the
information included in the Annual Report including Report of the Board of Director and
Chairman's Statement but does not include the financial statements and our auditor's report
thereon. Such information is expected to be made available to us after the date of this auditor's
report.

Our opinion on the financial statements does not cover the other information and we will not
express any form of assurance conclusion thereon. In connection with our audit of the financial
statements, our responsibility is to read the other information identified above when it becomes
available and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

When we read such other information, if we conclude that there is a material misstatement therein,
we are required to communicate the matter to those charged with governance.
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Responsibilities of Management and Those Charged with Governance for the Financlal
Statements:

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with Nepal Financial Reporting Standards (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 statement Management is responsible for assessing the company ability
to continue as a going concern, disclosing, as applicable matter related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the company
or to cease the operations, or has no realistic alternative but to do so. Those charged with
governance are responsible for overseeing the company financial reporting process.

Auditor’s Responsibility for the Audit of the company Financial Statements:

Our Objective is to obtain the reasonable assurance about whether the financial statement as a
whole is free from the material misstatement, whether due to error & fraud, 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. Misstatement 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 judgement and maintain
professional skepticism throughout the audit. We also:

¢ Identify and assess the risk of material misstatement of the financial statement whether due
to error or fraud, design and perform audit procedure 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, misresentation or
the override of internal control.

e Obtain an understanding of internal controls relevant to the audit in order to design audit
procedure 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 the accounting policies used and the reasonableness of
accounting estimated and related disclosures made by the management.

¢ Conclude on the appropriateness of management’s use of 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
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audit evidence obtained up to date of our auditor' report. However, future events or
conditions may cause the company to cease to continue as a going concern.

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

Report on legal & other regulatory requirements.

The following report as per the Companies Act 2063 is made by company Aashutosh Energy
Limited. As per the Companies Act 2063 based on our audit carried out on sampling basis, we
report that in our opinion;

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

Proper books of accounts as required by the law have been kept by the company as far as it
appears from our examination of such books of accounts.

The Statement of Financial Position (SoFP) as at Ashad 32%¢, 2083 (Corresponding to July
16, 2026), the Statement of profit or loss and other comprehensive income, Statement of
changes in equity and the Statement of cash flow for the year then ended are prepared as
the provision of the companies Act 2063 and the same agree with the books of account
maintained by the company.

The business of the company has been conducted satisfactorily; and

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

Our suggestion for improvement in the Company’s internal controls and accounting system
has been presented in a separate management letter.

CA. Manish Basnet
Partner

For: B. & K. Associates
Chartered Accountants

Place: Kathmandu, Nepal
Date: 2083.05.04

UDIN: 260904CA01975syQUs
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Aashutosh Energy Ltd.

KMC-30, Kathmandu
Statement of Financial Position
As at 32 Ashad 2083 (16 July 2026)

Figure in NPR
Note FY 2082-83 FY 2081-82

Assets
Non Current Assets
Property, Plant and Equipment 3.1 3,804,498 2,742,804
Intangible Assets 3.2 1,289,777,447 1,325,873,678
Capital Work in Progress 3.3 271,660,978 21,083,674
Investment Property 3.4 - -
Deferred-tax Assets 35 - -
Total Non-Current Assets 1,565,242,923 1,349,700,156
Current Assets
Inventories 3.6 38,719,375 14,190,008
Trade receivables 3.7 57,735,341 44,274,322
Loan Advances and Other Assets 3.8 98,909,076 87,469,008
Cash and cash equivalents 3.9 49,345,598 78,179,511
Total Current Assets 244,709,390 224,112,847
Total Assets 1,809,952,313 1,573,813,003
Equity
Share Capital 3.10 480,000,000 480,000,000
Reserves 3.11 148,435,613 97,275,841
Total Equity 628,435,613 577,275,841
Liabilities
Non Current Liabilities
Loans and Borrowings 3.12 1,052,748,536 928,731,002
Lease Liabilities 3.13 - 520,886
Deferred Tax Liabilities 3.5 - -
Total Non-Current Liabilities 1,052,748,536 929,251,888
Current Liabilities
Loans and borrowings 3.12 93,720,698 60,048,000
Lease Liabilities 3.13 825,852 595,220
Trade and other payables 3.14 28,664,654 4,111,807
Provisions 3.15 5,556,960 2,530,247
Total Current Liabilities 128,768,164 67,285,274
Total Liabilities 1,181,516,700 996,537,162
Total Equity and Liabilities 1,809,952,313 1,573,813,003

Significant Accounting Policies & Notes to Accounts 1-3

The accompanying notes form an integral part of the financial statements

As per our attached report of even date

Mukesh Baral Deep Bahadur Singh Bidhya Laxmi Pandey Mahesh Thapa
Finance Officer Director Director Director
Govinda Pandey Shyam Barayal Mohan Bikram Karki CA Manish Basnet
Director Director Chairman For: B. & K. Associates

Chartered Accountants
Date:

Place: Kathmandu, Nepal
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Aashutosh Energy Ltd.

KMC-30, Kathmandu
Statements of Profit or Loss
For the year ended 32 Ashad 2083 (16 July 2026)

Figure in NPR
Particulars Note FY 2082-83 FY 2081-82

Revenue from operations 3.16 282,916,758 265,127,886
Direct Expenses 3.18 (26,760,266) (23,280,893)
Gross Profit 256,156,493 241,846,994
Other Income 3.17 386,126 1,155,420
Administrative Expenses 3.19 (4,081,043) (3,798,586)
Other Operating Expenses 3.20 (5,038,660) (4,079,942)
Staff Costs 3.21 (2,764,936) (3,034,552)
Depreciation Expenses 3.1 (1,845,773) (2,657,628)
Amortization Expenses 3.2 (43,945,656) (43,647,984)
Profit From Operations 198,866,552 185,783,722
Finance Costs 3.22 (62,104,011) (86,030,661)
Profit Before Tax & Bonus 136,762,540 99,753,061
Provision for Staff Bonus (2,735,251) (1,955,942)
Provision for CSR (1,340,273) -
Provision for Environmental Service Fee (1,340,273) -
Profit Before Tax 131,346,744 97,797,118
Income Tax Expense - -
Net Profit for the year 131,346,744 97,797,118
Basic Earning Per Share (NPR) 27.36 20.37
Diluted Earning Per Share (NPR) 27.36 20.37

The accompanying notes form an integral part of the financial statements

As per our attached report of even date

Mukesh Baral
Finance Officer

Bidhya Laxmi Pandey
Director

Deep Bahadur Singh
Director

Mahesh Thapa
Director

Mohan Bikram Karki
Chairman

Shyam Barayal
Director

Govinda Pandey
Director

CA Manish Basnet
For: B. & K. Associates

Chartered Accountants

Date:
Place: Kathmandu, Nepal

BRI Folat felfdlcs RO

S Afieh TEMEIT TWM-20T/0T3



Aashutosh Energy Ltd.

KMC-30, Kathmandu
Statement of Comprehensive Income

For the year ended 32 Ashad 2083 (16 July 2026)
Figures in NPR

Particulars Notes FY 2082-83 FY 2081-82
Net Profit for the year as per Profit or Loss 131,346,744 97,797,118
Statements

Other Comprehensive Income
Loss on Revaluation - -
Available-for-sale Investments - -
Exchange Gain/Loss arising on translation of foreign operations - -

Total Other Comprehensive Income (OCl) - -
Total Comprehensive Income (TCl) 131,346,744 97,797,118

The accompanying notes form an integral part of the financial statements
As per our attached report of even date

Mukesh Baral Deep Bahadur Singh dhya Laxmi Pandey =~ Mahesh Thapa
Finance Officer Director Director Director
Govinda Pandey Shyam Barayal Mohan Bikram Karki CA Manish Basnet
Director Director Chairman For: B. & K. Associates

Chartered Accountants

Date:
Place: Kathmandu, Nepal
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Aashutosh Energy Ltd.

KMC-30, Kathmandu

Statement of Cash Flows
For the year ended 32 Ashad 2083 (16 July 2026)

Figures in NPR

Particulars Note FY 2082-83 FY 2081-82
Cash Flows from Operating Activities
Profit for the Year 131,346,744 97,797,118
Adjustment for:
Depreciation on Property, Plant and Equipment 1,055,334 2,101,135
Amortization of Intangible Assets 43,945,656 43,647,984
Depreciation on Right to Use Assets 790,439 556,493
Provision for Leave Salary & Gratuity 346,167 887,864
Provision for Environmental Tax & CSR 2,680,546 -
Prior Period Adjustments (4,397,498) -
Gain on Termination of Lease (142,243) -
Increase / Decrease in Inventories (24,529,368) (2,970,220)
Increase / Decrease in Trade and other receivables (24,901,088) (28,390,706)
Increase / Decrease in Trade and other payables 24,552,847 1,271,878
Cash generated from Operations. 150,747,535 114,901,547
Interest Paid 62,104,011 86,030,661
Income Tax Paid - -
Net Cash Flows from Operating Activities 212,851,547 200,932,208
Cash Flow from Investing Activities
Increase/Decrease In Capital CWIP (250,508,575) (9,307,530)
Acquisition/Sale of Property, plant and Equipment (2,369,181) (947,826)
Purchase/Increase of Intangibles (7,849,425) -
Net Cash flows from Investing Activities (260,727,181) (10,255,356)
Cash Flow from Financing Activities
Proceeds from other non- current borrowings 124,017,534 (48,928,000)
Payment of Finance Costs (61,992,373) (85,900,099)
Distribution of Dividend (75,789,474) (25,263,158)
Payment of Lease Liabilities (866,664) (660,000)
Proceeds/(Repayment) of Borrowings 33,672,698 -
Net Cash Flows from Financing Activities 19,041,722 (160,751,257)
Net Increase in Cash and Cash Equivalents (28,833,912) 29,925,595
Cash and Cash Equivalents at the beginning 78,179,511 48,253,915
Cash and Cash Equivalents at the end 49,345,598 78,179,511

The accompanying notes form an integral part of the financial statements

Mukesh Baral

Finace Officer Director

Shyam Barayal
Director

Govinda Pandey
Director

Date:
Place: Kathmandu, Nepal
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Deep Bahadur Singh

As per our attached report of even date

Bidhya Laxmi Pandey
Director

Mohan Bikram Karki
Chairman

<R

Mahesh Thapa

Director

CA Manish Basnet
For: B. & K. Associates
Chartered Accountants

S Afieh TEMEIT TWM-20T/0T3



S1UBlUNODJY palaliey)

$91e10055Y

M3 g:od

19useq YsIueln v

Jo3alIq
edey] ysaye

91ep U2A Jo JodaJ paydelie uno Jad sy

uewuJieyn

PIEY Wenjig UeYyoN

Aspued 1wxeq eAypig

J101%al1g

J0312241Q
|eAeseg weAys

J0303.1Q
y3uis unpeyeg dasqg

J030341Q
Aspued epuinon

1921340 d2eUl4
|edeg ysaynn

|edaN ‘npuewyiey :30e|d
:93eQ@

SIUDWID1L]S |[elduURUL 9y} 4O Med [edSa1ul ue wuoy s10u SulAuedwodde ay |

€T9'SEV'8T9 - E€T9'SEV'SYT - - 00000008t €802 ‘Z€E peysy uo se aduejeg
- - JedA a3 Sulinp paAIadal @dUeApE Ul ||BD
(86%°L6€Y) (86%°L6€Y) - sjuawisnipy poliad Jold
(PL¥'68LSL) (PL¥'68LSL) Xe] @ pusapliAl] jo uonnqiiasig
- awodu| dAIsuaya4dwo) JayYi0
YrLOVETET YrLOVETET Jeah ayy 4oy 1j0ud 19N
T¥8'SLT'LLS - ¥8'sLT’'L6 - - 00000008t 780T ‘T UeMelys uo se 3duejeg pajeisay
_ S9121|0d 3U1lUN0JJY Ul 23uey)
T¥8'SLT'LLS T¥8'SLT'L6 000000081 780 ‘T ueMelJYS UO Se adue|eq
ELNELED]
sSujuJe] EYVEIEN] an19say| uondwapay wnjwaud
|erol dueApY Ul ||B) paule1ay J9Yyl0| uonenjenay jende) aseys| |eude) aseys S310N siejndoiyed

YdN ut sainbi4

(9z0z AInf 9T) €802 pPeysY z€ papua Jeah ayy Jo4
Anb3 ui saSuey) jo Juawalels

npuewyie)| ‘0€-DIN
P11 ASadu3 ysoinysey

S Afieh TEMEIT TWM-20T/0T3

32

BRI Folat felfdlcs



861'708‘€E 6EV'06L S09°8T€ €€L'99€ 96T°0SL 9S€‘€SST 69T'ST - €80¢ ‘T€ peysy v
vo8‘erL‘e €98°€L6 - SEL'6SS 6€9°0€L S0S‘ovy €90'8€ - T80T ‘Z€ peysy v
Junowy SuiAiie)
8v8‘L6VCT SCY'€06'T S66°TCS'E [LTE‘EET'T €8096Z°€ 9TL'EVY'C T0E‘66 €80 ‘T€ peysy uo se aduejeg
- s|esodsiq
0€.'89 S6TLT 00S'TT GT9'TC 0Ce'8T 03 pajood)uoiieldaidaqg spease)
‘{ ‘ i’ ‘ ‘ i’ ‘ me> wF\_H LOL.
€LL'SYRT 6EV'06L - LT6'96¢C 9¥8°€€9 £L99°T0T 768°CC pasieyd uoneaidaq
SPE'€E8S0T 986°CTT'T 00L'v0S'€ 106'vC6 €29°019°C 6CL'ETET LOV'9L 780¢ ‘T uemeJys uo se adue|eg
juswuiedw) pue uoneasdaq
9v€‘T0E9T 798°€69°C 009°0S8‘€ | 090°009‘T 6L2'9v0Y TLO'L66'E 0LV VIT - €80 ‘T€ peysy uo se aduejeq
(€98°€£6) (€98cL6) 3|q1Sue3u| 031 J3suel ] /sjesodsiq
8€L866'T 006°SP€E QTY'STT qTL'eLE 889LST'T uonippy 3(oid apease)
TCETS6T 8/8°08G'T €6C'96¢ 0ST'SL suonippy
0ST'9zE’eT 6%8°980°C 00L'v0S‘E | 9€9'v8Y'T 19C'TLE'E YET'VILT 0LV'VTT - T80T ‘T uemeJys uo se adue|eg
|elol 19SSy $9110SS9IIY wuawdinb3y 24Xy Aduiyoepy 150)
S9IIY3A pueq
asn Jo sy 13 J9Indwo) 0 pue aunjuing pue jue|d

€80C YPeYSY ZE£ 1€ Se sjuawialels [eloueul) ay3 0} Sa1oN

npuewyiey ‘0€-JN)

‘P11 AS19u3 ysojnysey

juswdinb3 pue jue|d ‘Alaadoud T°€
s910N Aiojeuejdx3 J8Yyl0 '€

S Afieh TEMEIT TWM-20T/0T3

¥

BRI Folat felfdlcs



LYY LLL'68T'T - LYY LLL'68T'T €80¢ ‘TE peyYsv v
8L9°€L8'STET - 8L9°€L8STET T80T ‘T€ peYsy 1y
junowy SuiAuie)
vS6'veL ‘99T ove'vs v1£'0£999T €80T ‘C€ peysy uo se dduejeg
- S95S0| JuswiJledw|
. . Jeah ayy Joy
95T SV EY ) 959°'Sy6’EY 28.eyd uonezipuowy
86C'6LLTTT ove'vS 8S0°SeLTTT 280¢ ‘T uemeuys uo se aouejeg
$9sS07 Judwaledw| pue uoneziyowy
TOP‘20S‘SSP'T ove'vs T9T‘8h'SSh'T €80T ‘C€ peysy uo se dduejeg
QIv'6v8L Sev'ev8’L suonippy
GL6CSYLYY'T ove'vs GEL'B6S LYY'T 780¢ ‘T uemeuys uo se aouejeg
1s0)
|elol uoISSa’U0) sie|ndiied
CRINVELY)
atemyos Ajlel | s)assy 1aload

€80¢ YpeYysy g€ 1e se sjuswialels |elpueul) 3yl o) S910N
npuewyiey ‘0€-DINN
‘P11 ASu9u3 ysoinysey

S19sSy 9|qi8uelu| '€

S Afieh TEMEIT TWM-20T/0T3

R4

BRI Folat felfdlcs



Aashutosh Energy Ltd.
KMC-30, Kathmandu
Notes to the financial statements as at 32 Ashadh 2083

3.4 Investment Property
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Particulars Sub-Notes FY 2082-83 FY 2081-82
Total - -
3.5 Deferred tax assets and liabilities
Particulars FY 2082-83 FY 2081-82
Total - R
3.6 Inventories
Particulars FY 2082-83 FY 2081-82
Stock of Spare Parts & Hydro Turbines 38,719,375 14,190,008
Total 38,719,375 14,190,008
3.7 Trade Receivables
Particulars Sub-Notes FY 2082-83 FY 2081-82
NEA-Receivables 57,735,341 44,274,322
Total 57,735,341 44,274,322
3.8 Loans Advance and Other Assets
Particulars Sub-Notes FY 2082-83 FY 2081-82
Prepayments 69,042,908 76,719,121
Fixed Royalty Advance 215,750 215,750
GH Energy - INR - Other Advance - 80,075
Prepaid Expenses - PL 8,859 -
Global Hydro Energy GMBH (388,873) 8,852,399
Mehru Electrical & Mechanical Engineers (P) Ltd. - 380,356
NMB Capital Limited 100,000 100,000
Prepaid Insurance-HO 1,709,921 1,732,153
Laxmi Clearing Agency 13,251 31,731
Land Purchase Advance 3.7.1 67,384,001 65,326,657
33 KV Transmission Line -Advance 676,910 3,176,910
Hum Nath Bhattarai-TL Advance 150,000 150,000
Kiran Chiluwal-TL Advance 447,561 447,561
Subash Oli-Sunita Kabita 79,349 79,349
Viva - Bhugol JV - 2,500,000
Deposits 4,014,840 3,071,340
Margin Deposit 2,349,500 1,405,500
Deposits 1,665,340 1,665,840
Contractor Advance-Cascade 17,244,784 -
Bhugol Infrastructure Co. Pvt. Ltd-Cascade - Advanc 17,244,784 -
Electromechanical - Advance 1,716,808 -
Sygmia CB & Company - India - CT for Cascade 1,716,808 -
Hydromechanical- Advance 4,439,356 -
Lumbini Engineering - for Cascade 4,289,356 -
Shankhar & Julaphi Construction - HM Painting Works 150,000 -
Staff Advance 1,686,316 4,414,482
Dinesh Bartaula-Advance - 129,282
Jyoti Rimal - Advance 411,310 -
Bhan Bdr Batha Magar - Advance 60,000 -
Himanshu Malla-Advance - 40,060
Sudip Thapa Advance - 213,975
Dinesh Chaudhary-Advance 2,605 2,605




Aashutosh Energy Ltd.

KMC-30, Kathmandu
Notes to the financial statements as at 32 Ashadh 2083

Hum Nath Bhattarai-Advance 151,578 82,120
Madhav Karki-Share Advance - 48,200
Man Bahadur Khatri - Advance 884,515 2,234,833
Mukesh Baral - Advance 126,169 1,313,407
Other Advance-Cascade - 350,000
Pushpa Poudel-Advance 50,139 -
Other receivables 87,155 87,155
Advance Tax 87,155 87,155

Total 98,909,076 87,469,008
3.9 Cash and Cash Equivalents

Particulars Sub-Notes FY 2082-83 FY 2081-82

Cash available on demand
Cash-in-Hand - 184,202
Prabhu Bank Ltd. 25,978 25,978
Nepal Investment Bank Ltd. 24,825 24,825
NMB Bank - Current A/C 9900116413600400 1,634,492 10,000
NMB Bank - Reserve Account (0021) 24,880,353 11,854,115
NMB Bank ESCROW Control A/C 17,460,193 64,491,667
NMB Bank Ltd-Head Office Current A/c 5,319,756 1,588,724

Total 49,345,598 78,179,511
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Aashutosh Energy Ltd.
KMC-30, Kathmandu
Statement of Project Cost
Chepe Khola Cascade Hydropower Project (2.00 MW)
As at 32 Ashad 2083 (16 July 2026)

3.3 Capital Work in Progress

. . Addition During Amount to be
Particulars Sub-Notes | Opening CWIP the Year Capitalised(CWIP)
Infrastructure development cost - 4,563,297 4,563,297
Transmission Line - 2,848,603 2,848,603
Interest During Construction & Loan Arrangement 3,119,550 5,044,901 8,164,451
Project related Site Cost and Other Pre-operative 14,372,418 14,406,817 28,779,235
Electomechanical( Plant & Machinery) - 128,710,027 128,710,027
Hydromechanical Works - 61,830,010 61,830,010
Civil Works 3,591,706 30,133,652 33,725,357
Enviromental Mitigation and Social Contribution - 3,040,000 3,040,000

Total 21,083,674 250,577,305 271,660,978
Infrastructure development cost Schedule 3.3.1
icul b . Addition During Amount to be
Particulars Sub-Notes Opening WIP the year Capiatalised (CWIP)
Construction of Permanent Camp - 4,518,097 4,518,097
Transportation Charge - Furniture - Cascade - 45,200 45,200
Total - 4,563,297 4,563,297
Transmission Line Schedule 3.3.2
Particulars Sub-Notes| Opening WIP Addition During Amount to be
the year Capiatalised (CWIP)
33Kv Line - Pole & Accesories - Cascade - 1,143,970 1,143,970
Smart Meter - Cascade - 306,676 306,676
TL Generation License - Cascade - 500,000 500,000
Transmission Line - Electrical Items - Cascade - 775,965 775,965
Transmission Line Notice Publish - Cascade - 121,991 121,991
Total - 2,848,603 2,848,603
Interest During Construction & Loan Arrangement Sub-Notes 3.3.3
Particulars Sub-Notes| Opening WIP Addition During Amount to be
the year Capiatalised (CWIP)
Bank Guarantee Commission-Cascade 31,500 18,000 49,500
Documentation Fee - Cascade 500,000 - 500,000
Due Diligence Audit (DDA) - Cascade 548,050 - 548,050
Bank Charges - Cascade - 170 170
Interest on Bridge Gap Loan - Cascade - 1,328,535 1,328,535
Interest on Term Loan (9900116413600455) - - 3,698,196 3,698,196
LC Commission - Cascade - - -
Loan Arrangement Fee - Cascade 2,040,000 - 2,040,000
Total 3,119,550 5,044,901 8,164,451
MR Folatt feAfdcs X S Afieh TEMEIT TWM-20T/0T3




Aashutosh Energy Ltd.

KMC-30, Kathmandu
Statement of Project Cost
Chepe Khola Cascade Hydropower Project (2.00 MW)

Project related Site Cost and Other Pre-operative Cost

As at 32 Ashad 2083 (16 July 2026)

Sub-Notes 3.3.4

Addition During

Amounta to be

Particulars Sub-Notes| Opening WIP the year Capiatalised (CWIP)
Project Related Site Cost:
Advertisment/Notice Expenses-Cascade 171,649 - 171,649
Consultant Fee - Cascade 163,850 433,920 597,770
Generation Liscense Expenses-Cascade 38,000 - 38,000
Insurance - Cascade 8,706 1,811,173 1,819,879
Kitchen Expenses-Cascade 290,900 7,715 298,615
Generation License-Cascade 500,000 - 500,000
Insurance-Cascade 818 (818) -
IEE Expenses-Cascade 48,300 - 48,300
Land Registration Expenses-Cascade 497,631 211,140 708,771
Lodging & Food - Cascade 670,315 895,312 1,565,627
Site Visit Expenses-Cascade 111,318 - 111,318
Miscellaneous Expenses-Cascade 79,640 8,300 87,940
Pre-Operating Expenses-Cascade 9,200,000 - 9,200,000
Printing & Stationery-Cascade 41,502 71,693 113,195
Survey Expenses-Cascade 99,330 - 99,330
Cascade - Salary Exp 2,063,571 3,792,801 5,856,372
Fuel Expenses-Cascade 85,455 56,567 142,022
Hydrologist Technican Charge-Cascade 10,000 - 10,000
Internet & Communication Exp-Cascade 1,000 4,500 5,500
Rent - Cascade - 444,444 444 444
Land Expenses-Cascade 100,000 15,000 115,000
Travelling Expenses-Cascade 190,434 349,445 539,879
Depreciation - 68,730 68,730
Foreign Exchange Loss - 1,097,881 1,097,881
Leave Salary - Cascade - 340,164 340,164
SSF Expenes - Cascade - 255,839 255,839
Supervision Cost - Cascade - 3,143,529 3,143,529
Verification Fee - Cascade - 853,150 853,150
Membership Fee - Ippan - Cascade - 12,000 12,000
NEA CC Meeting Allowance - Cascade - 36,824 36,824
Other Accesories for Total Station - Cascade - 72,603 72,603
Security Service - Site - Cascade - 308,490 308,490
Sokkia Prism Items - Cascade - 36,160 36,160
Topcon Auto Level - for Cascade - 39,550 39,550
Total Station Calibration - Cascade - 23,730 23,730
Vehicle Maint. - Cascade - 13,975 13,975
Vehicle Registration /Renewal - Cascade - 3,000 3,000
Total 14,372,418 14,406,817 28,779,235
MR Folatt feAfdcs R S Afieh TEMEIT TWM-20T/0T3




Aashutosh Energy Ltd.
KMC-30, Kathmandu
Statement of Project Cost
Chepe Khola Cascade Hydropower Project (2.00 MW)
As at 32 Ashad 2083 (16 July 2026)

Electomechanical( Plant & Machinery)

Sub-Notes 3.3.5

Addition During

Amount to be

Particulars Sub-Notes| Opening WIP the year Capitalised (CWIP)
11KV Accessories - Cascade - 135,375 135,375
200KVA Transformer - Cascade Project - 1,053,273 1,053,273
Bank Charges - EM - Cascade - 12,000 12,000
Container Detention - EM - Cascade - 1,542,485 1,542,485
Custom Duty - EM - Cascade - 1,887,432 1,887,432
Custom Warehouse Charge - EM - Cascade - 967,133 967,133
Electromechanical Equipments - Cascade - 119,543,448 119,543,448
Electromechanical Works - Cascade - 488,406 488,406
EM - Consultant - Cascade - 101,345 101,345
Fitting Tools & Accessories - EM - Cascade - 518,322 518,322
Freight Charges - EM - Cascade - 675,533 675,533
Inspection Allowance - EM Equipments - Cascade - 590,058 590,058
LC Commission - EM - Cascade - 341,296 341,296
Travelling Exp - EM - Cascade - 853,920 853,920
Total - 128,710,027 128,710,027
Hydromechanical Works Sub-Notes 3.3.6
. ) Addition During Amount to be
Particulars Sub-Notes| Opening WIP the year Capiatalised (CWIP)
Bank Charges - HM - Cascade - 10,504 10,504
Custom Duty - HM Pipe - Cascade - 544,255 544,255
Fitting Accessories - HM Works - Cascade - 1,272,153 1,272,153
HM - Consultant - Cascade - 317,647 317,647
HM Temporary Camp Setup Cascade - 600,000 600,000
HM Pipe - Cascade Project - 47,952,944 47,952,944
HM Pipe Fitting Accesories - Cascade - 135,113 135,113
LC Commission - HM - Cascade - 96,888 96,888
Paints for HM Pipe - Cascade - 2,253,941 2,253,941
Powerhouse Roof Works - Cascade - 496,341 496,341
Transportation Charge - HM Pipe - Cascade - 8,072,658 8,072,658
Travelling Exp. - HM - Cascade - 77,565 77,565
Total - 61,830,010 61,830,010
Civil Works Sub-Notes 3.3.7
particulars Sub-Notes| Opening WIP Addition During Amount to be
the year Capiatalised (CWIP)
Designing Expenses- Cascade 3,591,705 - 3,591,705
Temporary Camp Setup Cascade - 4,000,000 4,000,000
Access Road Construction - Cascade - 1,730,964 1,730,964
IPC - 01 - Civil Works by Bhugol Infra - for Cascad - 24,056,481 24,056,481
Lab Test Equipments - Cascade - 346,207 346,207
Total 3,591,705 30,133,652 33,725,357
Enviromental Mitigation and Social Contribution Sub-Notes 3.3.8
. ) Addition During Amount to be
Particulars Sub-Notes| Opening WIP the year Capiatalised (CWIP)
Okharbot Majhibari Ban Upabhokta Samiti - Cascade - 200,000 200,000
Private Land Property Compesation - Cascade - 2,840,000 2,840,000
Total - 3,040,000 3,040,000
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Aashutosh Energy Ltd.

KMC-30, Kathmandu

Notes to the financial statements as at 32 Ashadh 2083

3.11 Reserves

BRI Folat felfdlcs
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Particulars Sub-Notes FY 2082-83 FY 2081-82
Opening Balance 97,275,841 26,384,263
Profit for the Year 131,346,744 97,797,118
Distribution of Dividend & Tax (75,789,474) (25,263,158)
Adjustment for Prior Period (4,397,498) (1,642,383)
Total 148,435,613 97,275,841
3.12 Loans and Borrowings
Particulars Sub-Notes FY 2082-83 FY 2081-82
Non-Current
Bank & Other loans
Secured (Term Loan, NMB Bank) 1,052,748,536 928,731,001
Unsecured
Sub-Total 1,052,748,536 928,731,001
Current
Overdrafts
Secured 93,720,698 60,048,000
Unsecured
Sub-Total 93,720,698 60,048,000
Total 1,146,469,235 988,779,001
3.13 Lease Liabilities
Particulars Sub-Notes FY 2082-83 FY 2081-82
Opening Balance 1,116,106 1,645,545
Recognition of lease liability 1,580,878 -
Lease termination (1,116,106) -
Interest Accrued on Lease Liability (Charged to PL Statement) 111,638 130,562
Actual Lease Payment during the year Total (866,664) (660,000)
Total 825,852 1,116,106
Current Lease Liability 825,852 595,220
Non- Current Lease Liabilty - 520,886
3.14 Trade and other payables
Particulars Sub-Notes FY 2082-83 FY 2081-82
Trade payables 17,435,145 113,347
Samita Enterprises 65,158 65,158
Cresto Technisis Pvt Ltd (562,683) 2,657
Gorkha Optic Cable Network 25,200 25,200
Lumbinin Engineering & Hydropower Payable 513,631 -
Neupane Builders & Services Pvt. Ltd. - 610397400 16,130 -
Asia Pacific Power-Tech Co. Ltd. China - EM -Cascad 12,543,047 -
UN Electric Suppliers 2,931 2,931
Professional Engineers & Builders Pvt. Ltd. 4,538,938 -
B.M. Enterprises 142,191 -
Surveying Concern - 301471185 6,133 -
Surveying Concern Pvt. Ltd. - 610110322 11,708
Nepal Shipping & Air Logistics-HM Transport 3,041 -
Nova Furniture Udhyog - 616733217 13,281 -
Saphal Task Force Security and Training Center 54,635 -
VIP Metal Industries - 114667018 44,404 -
Unicorn Trade Link 17,401 17,401
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Aashutosh Energy Ltd.

KMC-30, Kathmandu

Notes to the financial statements as at 32 Ashadh 2083

Other payables 9,773,259 3,483,015
Dividend Payable 828,380 166,715
Security Service - Payable 33,900 -
Retention Payable 1,064,446 -
Staff Profit Bonus Payable 2,735,251 1,955,942
Environmental Service Fee Payable 1,541,822 -
Royalty Payable 1,252,548 927,782
Audit Fee Payable 334,500 334,500
Salary & Other Payables 1,982,412 98,075
Other payables - tax and social security payments 1,456,250 515,446
Salary-Remuneration Tax 464,924 296,798
SSF Payble - PL 147,949 -
Social Security Tax (SST) 9,582 98,035
TDS on BOD Meeting Allowance 6,265 -
TDS on Audit Fee 4,500 4,500
TDS on Consultancy Fee (Other TDS Payable) 14,861 51,735
Other TDS Payable 3.14.1 808,169 64,378
Total 28,664,654 4,111,807
3.15 Provisions
Particulars Sub-Notes FY 2082-83 FY 2081-82
Opening Balance 2,530,247 -
Additional accrual during the year (Leave Salary & Gratuity) 906,642 2,530,247
Utilised during the year (560,474) -
Closing Balance for Leave & Gratuity 2,876,414 2,530,247
Provision for CSR 1,340,273 -
Provision for Environmental Service Fee 1,340,273 -
Total 5,556,960 2,530,247
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Aashutosh Energy Ltd.
KMC-30, Kathmandu

Notes to the financial statements for the year ended 32 Ashadh 2083

3.16 Revenue from Operations

Particulars Sub-Schedule FY 2082-83 FY 2081-82
Revenue from Operations:
Sale of Electricity 282,916,758 265,127,886
Total 282,916,758 265,127,886
3.17  Other Income
Particulars Sub-Schedule FY 2082-83 FY 2081-82
Gain on Termination of Lease 142,243 -
Foreign Exchange Gain 243,883
Miscelleneous Income HO- PL - 1,155,420
Total 386,126 1,155,420
3.18 Direct Expenses
Particulars Sub-Schedule FY 2082-83 FY 2081-82
Site Expenses-PL 3.17.1 17,534,030 16,388,450
2% Royalty Expenses 5,693,096 5,351,261
Backfeed Expenses 58,968 50,004
Fixed Royalty Expenses 863,000 863,000
Bay Charges 648,000 -
Repair & Maintanance Exp(Plant)-PL 1,963,172 628,178
Total 26,760,266 23,280,893
3.19  Administrative Expenses
Particulars Sub-Schedule FY 2082-83 FY 2081-82
Advertisement Expenses-P/L - 67,460
Agm Expenses-P/L 347,665 429,690
Audit Fee Expenses-P/L 339,000 339,000
Cleaning Expenses - Head Office - PL - 78,000
Communication & Internet Exp HO-PL 16,200 39,808
Consultancy Fee-P/L 497,200 344,902
Dashain Hospitability Exp-PL - 187,300
Financial Consultancy Exp-PL - 56,500
Fuel Expenses HO -PL 166,665 114,385
Kitchen Expenses- Head Office PL 252,719 229,630
Legal Expenses PL - 960,500
Local Conveyance Expenses_HO - 1,525
Medical Expenses HO-PL - 1,645
Membership Fee 90,000 -
Meeting Allowance-BOD-P/L 799,411 764,118
Forest Meeting Allowance - PL 75,000 -
NEA Meeting Allowance-PL 75,000 66,000
Printing and Stationary Expenses HO -PL 80,591 39,426
Rates & Tax HO-PL 168,981 -
Security Guard Services - Head Office 396,524 51,489
Site Visit - Lodging & Fooding - PL 611,411 -
Telephone Expenses HO-PL 13,520 17,000
Travelling Allowance - PL 148,200 -
Water and Electricity HO-PL 2,957 10,208
Total 4,081,042.73 3,798,586

BRI Folat felfdlcs

¥

S Afieh TEMEIT TWM-20T/0T3




Notes to the financial statements for the year ended 32 Ashadh 2083

Aashutosh Energy Ltd.
KMC-30, Kathmandu

3.20 Other Operating Expenses
Particulars Sub-Schedule FY 2082-83 FY 2081-82
General Repair - Ho 68,280 64,262
Insurance Expenses -LOP 1,427,236 1,406,772
Insurance Expenses-Property 2,442,075 2,412,415
Insurance Expenses-Public Liability 63,962 61,219
Insurance Expenses-Vehicle-P/L 24,232 18,005
Karja Suchana Kendra Fee - P/L 24,747 -
Miscelleneous Exp HO -PL 35,175 42,485
Puja Expenses HO-PL 6,605 19,950
Vehicle Renewal Charge-HO-PL 4,800 8,660
Surveillance Fee-ICRA Nepal-PL 242,133 -
TL License Expenses - PL 390,000 -
Underwriting Fees 228,000 -
Vehicle Repair & Maintance HO-PL 81,417 46,174
Total 5,038,660 4,079,942
3.21  Staff Costs
Particulars Sub-Schedule FY 2082-83 FY 2081-82
Head Office Management-Salary-P/L 1,349,368 1,099,695
Health Insurance-Staff 70,854 249,772
Gratutity-PL - 842,081
Leave Salary-PL 602,483 731,071
PF Expenses- Head Office - 68,686
Staff Uniform - HO - P/L 8,000 -
SSF Expenses - Head Office - PL 64,423 -
SSF Expenses - Site - PL 652,822 -
Staff GPA Insurance Expenses 16,986 43,248
Total 2,764,936 3,034,552
3.22 Finance Costs
Particulars Sub-Schedule FY 2082-83 FY 2081-82
Bank Charges & Commission 107,154 155,078
Interest on Overdraft Loan-PL 119,134 -
Interest on Term Loan P/L 61,766,084 85,745,021
Interest on Lease Liabilities 111,638 130,562
Total 62,104,011 86,030,661
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Aashutosh Energy Ltd.

KMC-30, Kathmandu
FY 2082-2083

Reconciliation Statement Between Accounting Profit and Taxable Profit

Particulars Amount in NPR
Net profit before tax as per Profit or Loss Statement 131,346,744
Additions

Depreciation charged to Profit or Loss Statement 1,845,773
Amortization charged to Profit or Loss Statement 43,945,656
Repair & improvements charged to Profit or Loss Statement 2,112,869
Provision for CSR 1,340,273
Provision for Environmental Service Fee 1,340,273
Interest on Lease Liabilities charged to Profit or Loss Statement 111,638
Staff Profit Bonus 2,735,251
Rates & Taxes (Fine/penalty) 61,981
Deductions

Gain on Termination of Lease (142,243)
Depreciation as Per Section 19 of Income Tax Act, 2058 (45,087,951)
Repair & improvements as per Section 16 of Income Tax Act, 2058 (2,112,869)
Staff Profit Bonus Paid during the year (1,955,942)
Lease Rentals Paid (866,664)
Taxable profit 134,674,787
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Aashutosh Energy Ltd.
KMC-30, Kathmandu

Significant Accounting Policies & Other Explanatory Information

1. Reporting Entity:

Aashutosh Energy Ltd. was registered as a private limited company with registration 181259/074/75 on
21t Poush, 2074 and converted to a public limited company with limited liability in the Office of the
Company Registrar with company registration No. 291158/078/79 on 5% Jestha, 2079 under the
Company Act, 2063. The company has obtained Permanent Account Number (PAN) 606812681 from
the Inland Revenue Office, Battisputali on 23™Poush, 2074 for income tax purposes.

The Objective of the company is to develop and operate small and medium-sized hydropower projects.
At present, the company has developed the Chepe Khola Small Hydropower Project of total installed
capacity of 8.63 MW at Dudhpokhari Rural Municipality in Lamjung District. The company has entered
into a Power Purchase Agreement (PPA) with Nepal Electricity Authority (NEA) on 15 Jestha, 2075. The
company commenced commercial operation on 16" Asoj, 2079. Again, the company is developing
Chepe Khola Cascade Hydropower Project with a total installed capacity of 2.00 MW at Dudhpokhari
Rural Municipality in Lamjung District.

The financial statements of the company comprise Statement of Financial Position, Statement of Profit
or Loss and Other Comprehensive Income, Statement of Cash Flows, Statement of Changes in Equity,
Accounting Policies and Notes to Accounts.

2. Significant Accounting Policies

2.1 Basis of Preparation and Measurement
i) Statement of Compliance:

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

i) Basis of Preparation:

The financial statements have been prepared on an accrual and going concern basis. The accounting
policies are applied consistently to all the periods presented in the financial statements.

iii) Presentation of Financial Statements and Presentation Currency:

Assets and liabilities, wherever applicable, are bifurcated into Current and Non- Current based on their
respective maturity as well as the company's normal operating cycle.

The functional and presentation currency of the company is Nepalese Rupee (NPR), which is the
currency of the primary economic environment in which the company operates, and all values are
rounded to the nearest rupee except when otherwise indicated.
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iv) Financial Period:

The company prepares financial statements in accordance with the Nepalese Financial Year. The
financial year starts from 1st Sharwan and ends on Ashad end of the next calendar year. The

Aashutosh Energy Ltd.
KMC-30, Kathmandu

corresponding dates for the English calendar are as follows:

Relevant Financial Statement

Nepalese Calendar Date/Period

English Calendar Date / Period

Reporting Date

32" Ashad, 2083

16%™ July, 2026

Comparative Reporting Date

32" Ashad, 2082

16 July, 2025

Reporting period

1%t Sharwan, 2082-
32" Ashad, 2083

17t July, 2025-
16 July, 2026

Comparative Reporting Period

1%t Sharwan, 2081-
32" Ashad, 2082

17 July, 2024-
16™July, 2025

v) Basis of Measurement:

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

2.2 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 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, except otherwise stated. Specific accounting estimates have been included in the
relevant section of the note, where applicable, along with the nature and effect of the changes of
accounting estimates if any. 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 include: -

a) Impairment of Property, Plant and Equipment:

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

b) 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 estimate reliably are treated as contingent liabilities. Such liabilities are disclosed in the notes but are
not recognized.

2.3 Property, Plant and Equipment:

All the items of property, plant and equipment are stated at historical cost less accumulated
depreciation and accumulated impairment losses, if any. Historical cost includes cost of acquisition,
expenditure that is directly attributable to the acquisition of the items and non-refundable taxes
exclusive of rebates or discounts.

Subsequent costs are included in the asset's carrying amount or recognized 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 asset is derecognized 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.

An item of property, plant and equipment and any significant part initially recognized is derecognized
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 derecognized.

Property, Plant and Equipment under construction

The book value of assets under construction includes an amount of Rs. 271,660,978 relating to
the company’s new Chepe Khola Cascade Hydropower Project, which is currently in process for
construction. The cost of the project will be depreciated once the construction is complete and
available for use.

Depreciation

Depreciation is recognized so as to write off the cost of assets less their residual values over their useful
lives, using the straight-line method.
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Aashutosh Energy Ltd.
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Depreciation is provided on the straight-line 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 when it is available for use. The useful life of the assets and the corresponding rates at which
the assets are depreciated are as follows: -

Assets Block Useful Life (Years) | Depreciation Rate (%)
Office Equipment 5 20
Furniture and Fixtures 5 20
Motor Vehicles 5 20
Plant & Machinery 5 20
Computer Accessories 5 20

2.4 Intangible Assets

Intangible assets are stated at acquisition cost, net of accumulated amortization and accumulated
impairment losses, if any.

Purchased accounting software licenses are capitalized on the basis of the costs incurred to acquire and
bring to use the software. These costs are amortized over the estimated useful lives.

Amortization

Amortization is charged to the income statement on a straight-line basis over the estimated useful lives of
intangible assets. The estimated useful life and amortization 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.
Intangible assets are amortized from the date they are available for use. The estimated useful lives are as
follows:

Computer Software (TALLY) 5 Years
Project Assets (SCA) 33.17 Years

A total period of 36 years from 16™ Mangsir, 2076 to 15" Mangsir, 2112 (one year extension granted
later) had been provided by NEA for generation, transmission and distribution from 8.63 MW Chepe
Khola Small Hydropower Plant. Commercial operation had started from 16" Asoj, 2079. So, amortization
period for the Project Assets (SCA) is 33.17 Years (From 16™ Asoj, 2079 to 15" Mangsir, 2112).

During the year, the Company recognized an addition of Rs. 7,849,425 to Service Concession
Arrangement (intangible asset), representing the cost of acquiring rights over forest land required for
the construction of intake, audit and powerhouse and other associated structures of the Chepe Khola
Hydroelectric Project (8.63 MW).
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Aashutosh Energy Ltd.
KMC-30, Kathmandu

The Government of Nepal, Council of Ministers, vide its decision no. 71/078 dated 2078/12/14,
approved the use of forest land under Section 42 of the Forest Act, 2076, in favour of the promoter,
Aashutosh Energy, for a period of thirty (30) years.

As the Company has been granted the right to use forest land for the operation of the hydropower
project under an arrangement with a grantor (Government of Nepal) that controls the underlying
infrastructure/services, the amount incurred in acquiring this right has been capitalized as a Service
Concession Arrangement (intangible asset) in accordance with the Company's accounting policy,
consistent with IFRIC 12 (as adopted under NFRS).

Service Concession Arrangements

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

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

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

(c) Is the infrastructure constructed or acquired by the operator from a third party for the service
arrangement OR is the infrastructure existing infrastructure of the grantor to which the operator is given
access for 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 for on the basis of the below-mentioned models depending on the nature of
consideration and relevant contract law.

The Company is a developer of hydroelectricity. The company is yet to start generation of hydro
electricity from Cascade project and currently it is at initial stage of construction phase. Revenue and
margin from the construction phase cannot be estimated reliably. Hence, profit margin on construction
phase is assumed to be zero percentage (0%) and accordingly revenue.

Intangible Assets 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 a public service is not an
unconditional right to receive cash because the amounts are contingent on to the extent that public
uses the services. Both types 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 to obtain payment, the operation has an intangible asset.

Intangible Assets under Service Concession Arrangement (SCA)

The Company manages concession arrangements which include power supply from its hydro power
plant viz. Chepe Khola Small Hydropower Plant. The Company maintains and services the infrastructure
during the concession period. Further, the concession arrangement gives Aashutosh Energy Ltd. the
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right to use the hydropower project for generating electricity and earn revenue by selling electricity to
NEA. The right to consideration gives rise to an intangible asset and accordingly, the intangible asset
model is applied. Revenue from service concession arrangement under intangible asset model is
recognized in accordance with the terms of the power purchase agreement as and when the power is
supplied. 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 derecognized on disposal or when no future
economic benefits are expected from its future use or when the contractual rights to the financial asset
expire. The tenure of the Service Concession Arrangement of 8.63 MW Chepe Khola Small Hydropower
Plant for generation, transmission and distribution shall end on 15" Mangsir 2112 B.S.

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

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognized for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognized immediately in Statement of Profit and Loss.

2.5 Leases

The new standard (NFRS 16) on lease sets out the principles for the recognition, measurement,
presentation, and disclosure of leases. All leases result in the lessee obtaining the right to use an asset at
the start of the lease and, lease payments are made over time, also obtaining financing. Accordingly,
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NFRS 16 eliminates the classification of leases as either operating leases or finance leases as is required
by earlier IAS 17 and instead, introduces a single lessee accounting model. Lessees will be required to
recognize: (a) assets and liabilities for all leases with a term of more than 12 months unless the
underlying asset is of low value; and (b) depreciation of lease assets separately from interest on lease
liabilities in the income statement.

The company has entered into a new lease agreement for the use of flat for a term of 2 years. Details of
leased assets are provided below:

Party Asset From To Monthly Lease Payment

Shanta Gurung House (Ground Floor) 2082.04.01 2084.03.32 72,222

Accordingly, as of 1 Sharwan, 2082, the company has recognized the right-of-use of assets and the
corresponding lease liability at the present value of future lease payments, discounted at 9% over the
lease period. The interest rate has been assumed to be the lease's effective interest rate for discounting
purposes.

During the year, the Company terminated its existing lease agreement dated 2079.01.01 with effect
from 2082.04.01, prior to the completion of the original lease term, pursuant to mutual
agreement/notice with the lessor. On derecognition of the related Right-of-Use (ROU) asset and Lease
Liability as required under NFRS 16 "Leases," the Company has recognized a net gain of NPR 142,243 in
the Statement of Profit or Loss under "Other Income," representing the difference between the carrying
amount of the lease liability extinguished and the carrying amount of the ROU asset derecognized.

Subsequently, the company has charged depreciation on ROU over the lease period, and interest
expense on the lease liability, being a component of finance cost, is presented separately as a charge in
the statement of Profit or Loss.

2.6 Inventories

Inventories are initially recognized at cost, and subsequently at the lower of cost and net realizable
value. Net realizable value is the estimated selling price in the ordinary course of business, less the
variable selling expenses.

The cost is determined on a weighted average method and includes expenditure incurred in acquiring
the inventories and bringing them to their present location and condition.

2.7 Borrowing Cost:

Borrowing costs consist of interest and other costs that an entity incurs in connection with the
borrowing of funds. Borrowing costs also include exchange differences arising from foreign currency
borrowings to the extent they are regarded as an adjustment to interest costs.

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as
part of the cost of the asset until the assets are substantially ready for the intended use or sale. All other
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borrowing costs are expensed in the period in which they occur. Any investment income on the
temporary investment of borrowed funds has been deducted from borrowing costs.

The company has expensed interest and other costs incurred during the financial year in connection
with the interest-bearing borrowings from banks and financial institution.

2.8 Revenue

Revenue is recognized to the extent that the economic benefits will probably flow to the company and
the revenue can be reliably measured.

Revenue from the sale of electricity is recognized at the time of issuing an invoice to Nepal Electricity
Authority (NEA) as per the Power Purchase Agreement (PPA). Revenue from Electricity details have been
as follows:

Generation (KWH) Sales (in Rs. '000)
S.N. Month Actual Actual Actual Actual
(Claimed at | (Verified by | Shortfall | (Claimed | (Verified | Shortfall Final

NEA) LDC) at NEA) by LDC)
1 Shrawan 4,700,240 4,614,494 85,746 23,924 23,488 436 23,488
2 Bhadra 3,941,540 3,842,909 98,631 20,062 19,560 502 19,560
3 | Ashoj 3,020,990 2,936,672 84,318 15,377 14,948 429 14,948
4 Kartik 1,767,410 1,696,595 70,815 9,244 8,873 370 8,873
5 Mangsir 4,914,720 4,914,720 - 31,831 31,831 - 31,831
6 Paush 4,030,220 4,030,220 - 31,316 31,316 - 31,316
7 Magh 2,875,200 2,875,200 - 23,014 23,014 - 23,014
8 Falgun 2,436,470 2,436,470 - 20,244 20,244 - 20,244
9 | Chaitra 2,986,950 2,986,950 - 22,029 22,029 - 22,029
10 | Baishakh 4,101,050 4,101,050 - 29,875 29,875 - 29,875
11 | Jestha 4,397,150 - 30,779 - - 30,779
12 | Ashad 5,154,650 - 26,959 - - 26,959
Total 44,326,590 | 34,435,280 | 339,510 284,655 225,179 1,738 282,917

2.9 Other Income

Other income is recognized to the extent it is probable that the economic benefits will flow to the
company and the revenue can be reliably measured.

Other Income includes the following amount:

Particulars Amount (NPR)

Gain Form Lease Termination 142,243
Foreign Exchange Gain 243,883
Total 386,126
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2.10 Related Party Transactions

As required by Nepal Accounting Standard 24 "Related Party Disclosures". Disclosure of related party
has been made as under:

The transactions entered into with the related parties during the year along with related balances as at
Ashad 32, 2083 are as under:

Related Parties Transactions Rs. '000
Name of Closing Balance
Related Nature of Nature of Opening As on

S.No. Party Relation Transactions Balance Debit | Credit | 32.03.2083

Shyam

1 Barayal Director Advance Given | 8,570 - - 8,570
Kiran

2 Chiluwal Shareholder Advance Given | 28,168 - - 28,168
Mahesh

3 Thapa Director Advance Given | - 11,169 | - 11,169
Nura Raj

4 Kadariya Shareholder | Advance Given | 1,493 - - 1,493
Govinda

5 Pandey Director Advance Given | 4,245 - - 4,245

A. The above mentioned related parties transactions include advance given to the above mentioned
shareholders for land purchase which are required for the project (Chepe Khola Small Hydropower
Project of total installed capacity of 8.63 MW) & Chepe Khola Cascade Hydropower Project of total
installed capacity of 2.00 MW).

B. As per the provisions of Land Act, 2021, the company is limited to hold /purchase only up to 75
Ropani of land for the project and additional land for the project if any required, the meeting of Board of
Directors decided to purchase such additional land in the name of Shyam Barayal, Director, Govinda
Pandey, Director, Mahesh Thapa, Director, Nura Raj Kadariya, Shareholder and Public Relation Officer
and Kiran Chiluwal, General Manager and Shareholder of the Company. Besides it is also decided to be
paid to the landlord, in the course of purchasing land, compensation valued for Goth, Crops and Trees
along with land. So the company decided to advance amount for above mentioned purpose advanced
amounting Rs. 67,384,001 for land purchase till the Ashadh end, 2083. Process for holding additional
land for project is under process for approval and shall be transferred in the name of Company as soon
as the approval for holding additional land is issued by Government of Nepal.

Key Management Compensation
Key management personnel are those persons having authority and responsibility for planning, directing
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and controlling the activities of the entity, directly or indirectly, including any director (whether
executive or otherwise) of that entity. The following benefits have been provided to key management
personnel during the financial year:

Total Salary &
S.no Name Postion Allowances

1 | Pushpa Poudyal Project Engineer 20,77,666.13

During the year, the Company paid meeting fees and allowances to the following members of the Board
of Directors, who are related parties in their capacity as Key Management Personnel (KMP) of the
Company:

Name of Director Position Al:f:;tal:fezegj P8|;)
Mr. Mohan Bikram Karki Chairman 1,34,117.62
Mr. Mahesh Thapa Director 1,11,764.69
Mr. Govinda Pandey Director 1,11,764.69
Mr. Shyam Barail Director 1,11,764.69
Mrs. Bidya Laxmi Pandey Director 1,11,764.69
Mr. Deep Bahadur Singh In.dependent 1,11,764.69
Director
Total 6,92,941.07

2.11 Employee Benefits

Short term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognized
for the amount expected to be paid if the Company has present or constructive obligation to pay this
amount as a result of past service provided by the employees and the obligation can be estimated
reliably.

Long term employee benefits

The Company does not provide any long-term employee benefits that require actuarial valuation.

Accordingly, no independent (third-party) actuarial valuation has been obtained during the reporting
period.

Defined Contribution Plans
A defined contribution plan is a post-employment benefit plan under which Company pays a fixed

contribution into a separate Institution (or own fund) and will have no legal or constructive obligation to
pay further contributions if the fund does not hold sufficient assets to pay all employee benefits relating
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to employee services in the current and prior periods, as defined in Nepal Accounting Standards — NAS
19 (Employee Benefits).

The company has deposited monthly contribution amounting 31% of the employee's basic salary. Out of
this, the employee contributes 11%, which includes 10% for the pension fund and 1% as social security
tax. The employer contributes 20%, which comprises 10% for the pension fund, 8.33% for gratuity, and
an additional 1.67% for Insurance. The Company recognizes its SSF contribution expenses in financial
statements as employee benefit Expenses.

2.12  Earnings per Share (EPS)

i) 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).

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

2.13  Provisions, contingencies, and commitments

i. Leave provision for the year is computed based on unutilized leave days accumulated by each
employee as at year-end, multiplied by the employee's applicable gross/basic salary rate per day
at the reporting date. Leave salary paid during the year represents amounts actually disbursed
to employees against encashment of accumulated leave or leave settled at the time of
separation.

Leave Provision

Particulars FY 2082-83 FY 2081-82
Opening balance of leave provision 1,258,505 -
Add: Provision for leave charged to Profit or Loss for 942,647 1,258,505
the year

Less: Leave salary paid/encashed during the year 303,314 -
Closing balance of short-term leave provision 1,897,838 1,258,505
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The closing balance of leave provision expected to be utilized/paid within twelve months from
the reporting date is classified as a Short-Term Provision (Current Liability) under 'Provisions' /
'Employee Benefit Obligations' in the Statement of Financial Position.

The Company had recognized a provision for gratuity amounting to NPR 1,271,741.64, which
was shown as a payable liability in the Balance Sheet as at the end of the previous fiscal year
(2081/82). This balance represents gratuity liability accrued in respect of employees' service
periods prior to the Company's enrollment under the Social Security Fund (SSF).

During the current fiscal year 2082/83, the Company has been contributing to the Social Security
Fund (SSF) under the Contribution Based Social Security Act, 2074 and Regulations thereunder,
on behalf of its employees. As gratuity / retirement benefits of enrolled employees are now
covered and funded through the SSF scheme, the Company has not made any further provision
for gratuity during the year, since the obligation for future service periods is being discharged
through SSF contributions rather than through an internally maintained provision.

Accordingly, no additional provision has been charged to the Statement of Profit or Loss for
gratuity during the current year. During the current fiscal year, The Company has paid NPR
293,165.21 from pre-existing balance of gratuity, The Remaining balance of gratuity NPR
978,576.43 continues to be carried forward as a payable in the Balance Sheet, pending
settlement/reconciliation with SSF in respect of the pre-enrollment service period, and no
amount has been paid or reversed against this balance during the year.

ii.  When the Company expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset, but only when the
reimbursement is virtually certain.

iii.  The expense relating to a provision is presented in the statement of profit and loss net of any
reimbursement.

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

V. A provision for onerous contracts is recognized when the expected benefits to be derived by the
Company from a contract are lower than the unavoidable cost of meeting its obligations under
the contract. The 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 recognizes any impairment loss on the assets associated
with that contract.

vi. 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. Contingent
liability also arises in extremely rare cases where there is a liability that cannot be recognized
because it cannot be measured reliably. The Company does not recognize contingent liability
but discloses its existence in the financial statements.
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The company is facing lawsuits from Ministry of Forest for community forest areas land
purchased and used for Chepe Khola Small Hydropower Project of total installed capacity of 8.63
MW at Dudhpokhari & Ajirkot Rural Municipality in Lampung District. The same case has been
decided by Pokhara high court in the favour of Company dated 2082.03.08

The Company has provided a Performance Bank Guarantee from NMB Bank amounting to Rs.
12,00,000 (Rupees Twelve Lakh only) in favour of Nepal Electricity Authority (NEA), issued
through its bank, valid up to 17 January 2027. This guarantee has been issued as a performance
security in respect of the Company's contractual obligations for cascade project to NEA and does
not represent a funded liability. The Company does not anticipate any liability to arise from this
guarantee.

vii. 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. Contingent assets usually arise from unplanned or other
unexpected events that give rise to the possibility of an inflow of economic benefits to the
entity.

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

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

2.14  Financial instruments
i) Financial instruments

Financial assets and financial liabilities are recognized 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 a financial asset or financial liabilities. Transaction costs directly attributable to the
acquisition of financial assets and financial liabilities at fair value through profit and loss are immediately
recognized in the statement of profit and loss. In case of interest-free or concession
loans/debentures/preference shares given to subsidiaries, associates, and joint ventures, the excess of
the actual amount of the loan over the initial measure at fair value is accounted as an equity investment.

Investment in equity instruments issued by subsidiaries, associates and joint ventures are measured at
cost less impairment. Investment in preference shares/debentures of the subsidiaries 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.

Investments in preference shares/debentures not meeting the aforesaid conditions are classified as debt
instruments at amortized cost.
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i) Effective interest method

The effective interest method is a method of calculating the amortized 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. Income/ expense arising on financial instruments
after applying an effective interest rate is recognized in the Statement of Profit and Loss and is included
in the "Other finance income" or "Other finance cost" line item.

iii) Financial assets
Financial assets at amortized cost

Financial assets are subsequently measured at amortized cost if these financial assets are held within a
business model whose objective is to hold these assets 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 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
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.

A 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 and 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

The Company assesses at each reporting date whether there is objective evidence that a financial asset
or a group of financial assets is impaired. An impairment exists if one or more events that has occurred
since the initial recognition of the asset (an incurred 'loss event'), has an impact on the estimated future
cash flows of the financial asset or the group of financial assets that can be reliably estimated.

De-recognition of financial assets

The Company derecognizes 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.
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If the Company neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Company recognizes 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 recognize the financial asset and recognizes a collateralized 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 derecognization and the consideration received is recognized in a statement of
profit or loss.

iv) 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
direct issue costs.

Financial Liabilities:

Borrowings are initially measured at fair value and subsequently measured at amortized cost.

Amortized cost is calculated by considering any discount or premium on acquisition and fees and costs
that are an integral part of the EIR. The Company has not taken in account of upfront service fees/loan
administration fees paid on the loans to banks for calculating EIR, as the upfront service fees/LAF paid in
terms of loans are less than 1% of the loan amount. Total expense towards service fees paid for term
based loan is not material as decided by management. Further, as decided by management the interest
rate on loans taken by Company will be considered as EIR of the company. Hence, the loans outstanding
thereon as per the bank records are to be considered as at amortized cost.

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
recognized initially as a liability at fair value, adjusted for transaction costs that are directly attributable
to the issuance of the guarantee.
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De-recognition of financial liability

Financial liability is derecognized 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 exchanger
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 recognized in the statement of profit and loss.

v) 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 recognized amounts and there is
an intention to settle on a net basis, to realize the assets and settle the liabilities simultaneously.

vi) Fair Value measurement:

The Company measures financial instruments, such as investment in equity instruments, at fair value at
each balance sheet date. Fair value is the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the liability
takes place either:

In the principal market for the asset or liability, or
a. In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company. The fair value of an
asset or a liability is measured using the assumptions that market participants would use when pricing
the asset or liability, if market participants act in their economic best interest.

A fair value measurement of a non-financial asset considers a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs and
minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole: Level 1 -Quoted (unadjusted) market prices in
active markets for identical assets or liabilities

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.
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For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy as explained above.

vii) Foreign currency translation:

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.
Revenues and expenses resulting from transactions in foreign currencies are translated to Nepalese
Rupee equivalents at exchange rates approximating those in effect at the transaction date.

Monetary assets and liabilities denominated in foreign currencies are translated into Nepalese rupee at
the exchange rate prevailing at the reporting date. Translation gains and losses are credited or charged
to Profit or loss in the current period.

Exchange differences arising in the settlement of monetary items or on translating monetary items at
rates different from those at which they were translated on initial recognition during the period or in
previous financial statements have been recognized (using the closing rate of reporting date) as foreign
exchange gain or loss and adjusted with Statement of Profit or Loss as per NAS 21.

2.15 Cash and Cash Equivalents:

Cash and cash equivalents in the balance sheet comprise cash at banks and in 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. Bank overdrafts that are repayable on demand and form an integral part of the company’s cash
management are included within borrowings in current liabilities on the balance sheet.

2.16 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 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.

Current tax liabilities have not recognized because the Company has availed the exemption of 100% on
total tax liabilities upto 10 years and 50% rebate in subsequent 5 years if the commercial electricity
generation, transmission or distribution commences before BS 2084 Chaitra end under section 11 (3
Gha) of Income Tax Act, 2058.

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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Deferred tax assets or liabilities have not been recognized as no taxable temporary differences are
raised due to tax holiday.

Deferred tax assets have not been recognized for carry forward of tax losses as management estimates
that it is not probable that future taxable profit will be available against which unused tax losses can be
utilized due to tax holiday.

2.17 Segment Reporting

Company is primarily engaged in only one segment viz., “Generation and Sale of Electricity" and most of
its operations are in Nepal. Hence the company does not have any reportable segments as per NFRS 8,
Operating Segments.

2.18 Staff Bonus

A 2% bonus on electricity income in line with the provisions of the Electricity Act 2049 has been
provided.

2.19  Corporate Social Responsibility Expenses as per Industrial Enterprises Act, 2019 (2076 B.S.)

Section 54 of the Industrial Enterprises Act 2019 (2076 BS) makes it mandatory to allocate 1% of the
annual profit to be utilized towards corporate social responsibility (the “CSR Requirement”). 1% of net
profit from current year 2082-83 amounting to NPR 1,340,273 has been set aside for CSR expenses to be
made in the next Fiscal Year.

2.20 Prior Period Expenses
e Rental and Operational Charge for the 132 kV Bay and Panel

During the year, the Company recognized an expense of NPR 1,805,523.29 deducted by Nepal
Electricity Authority (NEA) from the electricity bill of Ashadh 2082, being Rental and Operational
Charge of the 132 kV Bay and Panel at NEA's Kirtipur Substation, as provided under the
Memorandum of Understanding on Grid Connection Agreement entered into with NEA in 2075
B.S. This charge was levied for the period from 2079 Ashwin 16 (date of commencement of
commercial generation by the Company's Chepe Khola Small Hydropower Project, 8.63 MW) to
2082 Ashadh end, aggregating 1,017 days at the annual rate of NPR 648,000.

As this liability was neither invoiced nor accrued by NEA during the respective earlier fiscal
years, the Company had not recognized any provision or expense for this obligation in those
years. The full amount was deducted by NEA in a lump sum during Ashadh 2082 and was
subsequently placed before, and ratified by, the Board of Directors. Accordingly, the portion of
the charge relating to fiscal years prior to FY 2081/082 has been disclosed below as a prior
period expense.
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e Environmental Service Fee to Forest Development Fund

During the year, the Company recognized an expense of NPR 1,541,821.81 under the head
"Environmental Service Fee," being 1% of profit payable to the Forest Development Fund under
Rule 105 of the Forest Regulation, 2079, read with Section 42 of the Forest Act, applicable to
profit-making development projects utilizing national forest land. This levy relates cumulatively
to profits earned by the Company during FY 2079/080 (NPR 300,021.82), FY 2080/081 (NPR
263,820.80), and FY 2081/082 (NPR 977,971.19), on account of the Company's use of national
forest land for its hydropower project.

The liability was communicated to the Company by the Division Forest Office, Lamjung, vide
letter no. 2082/083 dated 2082/09/29, and was accordingly recognized as a Prior expense by
management in FY 2082/83, the year in which the amount was quantified and demanded by the
regulatory authority. The matter was subsequently placed before, and ratified by, the Board of
Directors.

e Prior Year Sales Revenue
Revenue amounting to Rs. 1,050,153 excess recognized in FY 2081/82 towards energy sale to

Nepal Electricity Authority (NEA), identified during the current year based on NEA's billing
confirmation, has been adjusted for the current financial year.

S. No. | Particulars Amounts
1 Rental and Operational for bay
and Penal Charge 1,805,523.29
2 Environmental Service Fee to
Forest 1,541,821.81
3 Sales Revenue
1,050,153.00
Total
4,397,498.10

2.21 Proposed Dividend

The Company's Board of Directors, in its meeting held on 2083/05/04, has proposed a cash dividend of
18% (net of tax) on the paid-up capital of the Company for the financial year 2082/083, subject to the
approval of the shareholders at the ensuing Annual General Meeting. The proposed dividend has not
been recognized as a liability as at the reporting date and will be accounted for in the financial
statements upon approval by the shareholders.

2.22 Re-classification

Previous year figures have been regrouped or rearranged wherever considered necessary to make them
comparable with the current year figures.
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