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Independent Auditor’s Report

To the Sharcholders
Bhugol Energy Development Company Limited
Baneshwor- 10, Kathmandu, Nepal

Qualified Opinion

We have audited the financial statements of Bhugol Energy Development Company Limited (“the Company™),
which comprise the Statement of Financial Position as at 31% Ashadh, 2080 (16" July 2023), and the Statement of
Profit ot Loss. Statement of Other Comprelienslve Income, Statément 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 and notes to the accounts.

In our opinion and to the best of our information and according to the explanations given to us, except for the effect
of matters described in the Basis for Qualified Opinion section of our report, the aforesaid financial statements give
the information required by the Company Act, 2063, in the manner so required and give a true and fair view in
conformity with the generally accepted accounting principles in Nepal, of the Financial Position of the company as at
31st Ashadh. 2080, and Statement of Profit or Loss, Statement of Other Comprehensive Income, Statement of Cash
Flows and Statement of Changes in Equity for the year ended on that date.

Basis for Qualified Opinion

The company’s depreciation for the year is carried at NRs. 386,384. With reference to the note no. 10 of the notes
forming part of the financial statements, the management has provided depreciation on written down value based on
the rates and method prescribed under Income Tax Act, 2058, which is in departure from Nepal Accounting Standards-
16 (NAS-16) - ‘Property, Plant and Equipment’.

The company’s advance to director is carried at NRs. 24,606,882. With reference to point ‘C’ of annexure 1 to note
no. 12 of the notes forming part of financial statements, the director has taken advance from the company which is in
contravention to Section 101 of Company Act, 2063.

The company’s other advance is carried at NRs. 174,271,027 With reference to point ‘D’ of annexure | 1o nole no.
12 of the notes forming part of the financial statements, the management has not provided any supporting or
confirmation regarding the advance amount and further we could not verify the amount with any other alternative
methods. We are unable to satisfy ourselves because we could not obtain sufficient appropriate audit evidence as
provided in Nepal Standard on Auditing (NSA) 500 “Audit Evidence” and could not obtain external confirmation as
audit evidence as provided in Nepal Standard on Auditing (NSA) 505 "External Confirmations™. Likewise, with
reference to points ‘C’, *D(8)", ‘D(9)’ and ‘D(10)’ of annexure 1 to note no. 12 the company has carried forward
advance amounting to NRs. 188,027,034 included in above advance amount for which we could not obtain assurance
regarding the opening balance as provided in Nepal Standard on Auditing 510 “Initial Engagement — Opening
Balances”.

Further, on the basis of matters drawn attention to in previous year's audit report we could not satisfy ourselves with
regards to opening balances carried forward in current year as required by Nepal Standard on Auditing 510 “Initial
Fngagement — Opening Balances™.
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We conducted our audit In nccordance 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 Code of Ethics for
Professional Accountants 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 these requirements and the
ICAN's Handbook of the code of Ethics for Professional Accountants. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for qualified opinion.

Other information

The company management is responsible for the other information. The other information comprises all information
in the annual report other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and we do 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 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. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information; we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of Management and those Charged with Governance for the Financlal Statements

The company management is responsible for the preparation and fair presentation of these financial statements in
accordance with NFRS, 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 concern, disclosing, as applicable, matters related to going concern and using going concern basis of accounting
unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but
to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Finanelal Statements

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

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain professional skepticism
throughout the planning and performance of 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 1o provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

»  Obtain an understanding of internal control relevant to the audit 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.




o With reference to “Note 1o. 9" of the notes forming part of financial statements, the company has not paid staff
bonus as per Electricity Act, 2049 nor transferred the unspent amount to

Welfare Fund as per the Bonus Act, 2030.

e According to Section 86(3) of the Company Act, 2063 in forming the board of directors of public company in
pursuant to Section 86(2) of the Company Act, 2063, in case the number of directors does not exceed seven, one
independent director shall be appointed. Company has not appointed independent director as per Section 86(3) of

Company Act, 2063.

» According to Section 185(1) of the Company Act, 2063 a public company with paid up capital of more than rupees

one crore or more shall appoint company secre
185(1) of Company Act, 2063.

tary. Company has not appointed company secretary as per Section

e Company has given the advance to its directors NRs. 24,606,882 which is contravention to the section 101 of the
Company Act 2063.
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* [Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimares and
related disclosures made by management.

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

*  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 achicves fair
presentation.

*  Materiality is the magnitude of misstatement in the financial statements that, individually or in aggregate, makes
it probable that the economic decision of a reasonably knowledgeable user of the financial statement may be
influenced. We consider quantitative materiality and quantitative factor in (i) planning the scope of our audit work
and in evaluating the results of our work; and (ii) to evaluate the efTect of any identified misstatement in the
financial statements.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit,

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationship and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.,

Report on Other Legal and Regulatory Requirements
As per Company Act 2063, based on our audit carried out on sampling basis, we report that, in our opinion:

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

Except for the supporting as mentioned in basis for qualified opinion paragraph proper books of accounts as required
by law have been kept by the Company as far as appears from our examination of such books;

The Statement of Financial Position as at Ashadh 31, 2080 (corresponding 1o July 16, 2023), the Statement of Income,
Statement of Other Comprehensive Income, Statement of Changes in Equity, Statement of Cash Flow for the year
then ended and Other Explanatory Notes are prepared as per the provisions of the Company Act 2063 except specified
in point number 4 below.

To the best of our knowledge and in accordance with explanations given to us and from our examination of the books
of accounts of the Company, necessary for the purpose of our audit, we have not come across cases where the Board
of Directors, representative or any employec of the Company has acted contrary to the provisions of law or committed
any misappropriation or caused loss or damage to the Company deliberately. Except stated below Company has
complied with other legal and regulatory requirements:

e With reference to the "Note no. 3.15" and “Note no. 3.18" of the notes forming part of financial statements, the
company has not made provision for liabilities relating to the employee benefits in accordance with Labour Act,
2074, Social Security Act, 2075 & their regulations.




Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Statement of Financial Position

As on 31st Ashadh, 2080 (July 16, 2023)

Figures in NRs

As on 31st Ashadh, Ason 32nd Ashadh,
Particulars Notes 2080 2079
Equity & Liabilities
Equity
Equity Share Capital 3 544,053,400 380,837,400
Reserve & Surplus 4 (205.030,672) (101,901,411)
Total Equity 339,022,728 278,935,989
Non-Current Liabilities
Long Term Loans and Borrowings 5 531,500,000 372,284,000
Total Non-Current Liabilities 531,500,000 372,284,000
Current Liabilities
Short Term Loans & Borrowings 6 4,000,000 274,755,428
Trade & Other Payables 7 38,207,996 2,186,373
Duties & Taxes ] 153,181 312,232
Other Current Liabilities 9 3,309.634 3,309.634
Total Current Liabilities 45,670,811 280,563,667
Total Equity & Liabilities 916,193,539 931,783,656
Assets
Noo-Current Assets
Property, Plant and Equipment 10 1,650,734 1,752,878
Intangible Assets 11 658,984,251 683,348,504
Total Non-Current Assets 660,634,985 685,101,382
Current Assets
Trade & Other Receivables 12 238,685,448 243,448,464
Cash & Cash Equivalents 13 14,522,423 1,016,670
Other Current Assets 14 2,350,683 2,217,140
Total Current Assets 255,558,554 246,682,274
Total Assets 916,193,539 931,783,656

General Information & Summary of significant accounting policies are givenin 1 & 2

The accompanying notes are integral part of the Financial Statements.
As per our report of even date attached

mjﬁziﬁ*?/’ﬂ

Saurav Avjyal CA Didrayan Kandel

Director Chairperson Principal
Kandel & Associates
Chartered Accountants

Date :3rd Poush, 2080
Place ; Kathmandu, Nepal



Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Statement of Profit or Loss

For the Year Ended on 3 1st Ashadh, 2080 (July 16, 2023)

Figures in NRs

Particulars Notes For the Year Ended For the Year Ended
31st Ashadh, 20860  32nd Ashadh, 2079

Revenue from Operation 15 28,405,817 42,899.548
Cost of Sales 16 12,063,891 10704690
Gross Profit/(Loss) 16.341,926 32,194,858
Other Income 17 - 228.214,607
Employee Benefit Expenses 18 300.000 300,000
Administrative and Other Expenses 19 12,562,252 2,122,550
Depreciation & Amortization Expenses 10& 11 23,987,765 24038521
Net Profit from Operation (20,508,091) 233,948393
Finance Cost 20 75,980,027 68,466,694
Net Profit Before Staff bonus (96.488,118) 165,481,699
Provision for Staff Bonus 9 - 3,309,634
Net Profit Before Tax (NPBT) (96,488,118) 162,172,065
Income Tax Expenses . =
Net Profit after Tax (NPAT) (96,488,118) 162,172,065
Basic Earning Per Share Rs. (17.74) 41.58
Diluted Earning Per Share Rs. (17.74) 42.58

General Information & Summary of significant accounting policies are given in 1 & 2
The accompanying notes are integral part of the Financial Statements.
As per our report of even date attached
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Rajendra Prasad Gautam Saurav Arjyal C yan Kandel
Director Chairperson Principal
Kandel & Associates
Chartered Accountants

Date :3rd Poush, 2080
Place : Kathmandu, Nepal



Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu
Statement of Cash Flows

For the Year Ended on 31st Ashadh, 2080 (July 16, 2023)

Figures in NRs

Particulars

For the Year Ended For the Year Ended
Jlst Ashadh, 2080  32nd Ashadh, 2079

Cash Flow From Operating Activities:

Net Profit/(Loss) for the year (96,488.118) 162,172,065
Adjustment for:

Depreciation & Amortization Expenses 23,987,765 24,038,521
Finance Cost 75,980,027 68,466,694
Cash Flow from Operating activities before changes in W/C 3,479,674 254,677,280
Changes in Working Capital

Change in Current Assets 4,629,473 (220,012,375)
Change in Current Liabilities (234,892 856) 196,821,748
Cash Flow From Operating Activities (226,783,709) 231,486,653
Income Tax Paid - -
Net Cash Flow From Operating Activities (A) (226,783,709) 231,486,658}
Cash Flow from Investing Activities

Acquisilion of Property, Plant & Equipment (284,240) -
Addition to Intangible Assets - -
Net Cash Flow From Investing Activities (B) (284,240) -
Cash Flow from Financing Activitics

Change in Share Calls in Advance - (139,697,900)
Changes in Share Capital 163,216,000 139,697,900
Share Issue Cost (5,878,271) -
Changes in Long Term Loans and Borrowings 159,216,000 (162,016,000)
Finance Cost (75,980,027) (68,466.694)
Net Cash Flow From Financing Activities (C) 240,573,702 (230,482,694)
Total Cash Flow From All Activities (A+B+C) 13,505,753 1,003,959
Cash & Cash Equivalent at the beginning of the year 1,016,670 12,710
Cash & Cash Equivalent at the end of the year 14,522,423 1,016,670

General Information & Summary of significant accounting policies are given in 1 & 2

The accompanying notes are integral part of the Financial Statements.

Rajendra Prasad Gautam
Director

Date :3rd Poush, 2080
Place : Kathmandu, Nepal

Saura
Chairperson

rjyal

As per our report of even date attached -
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CA ly/yan Kandel
Principal

Kandel & Associntes
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Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Statement of Other Comprehensive Income
For the Year Ended on 31st Ashadh, 2080 (July 16, 2023)

Figures in NRs

Particulars For the Year Ended For the Year Ended
31st Ashadh, 2080 32nd Ashadh, 2079

Net profit/(Loss) for the year (96,488,118) 162,172,065

Other Comprehensive Income not to be classified to Profit or
Loss in Subsequent periods

Revaluation Gain/(Loss) on Property, Plant and Equipment - -
Amortization/ Depreciation on Revalued Properties (762,873) (762,873)

Income Tax relating to above -

Other Comprehensive Income not to be classified to Profit or i i
Loss in Subsequent periods

Other Comprehensive Income for the year

Total Comprehensive Income for the year (97,250,991) 161,409,192

General Information & Summary of significant accounting policies are given in 1 & 2
The accompanying notes are integral part of the Financial Statements.

As per our report of even date attached

Rajendra Prasad Gautam SauravWrjyal CA Warayan Kandel
Director Chairperson Principal
Kandel & Associates
Chartered Accounlants

Date :3rd Poush, 2080
Place : Kathmandu Nepal



Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Statement of Changes in Equity

For the Year Ended on 3 1st Ashadh, 2080 (July 16, 2023)

Figures in NRs

Particulars Share Capital Rtlallned Ravalustion Total
Earnings Reserve

For FY 2079-80
Balance as on (st Shrawan, 2079 380,837,400  (123,261,863) 21,360,454 278,935,990
Addition during the period through Profit/( Loss) 163,216,000 (96,488,118) - 66,727,882
Addition dur:lng the period through Other ) i (162.873) (162.873)
Comprehensive Income
Share Issue Cost - (5,878,271) - (5,878,271)
Balance as on 31st Ashadh, 2080 544,053,400  (225,628,252) 20,597,580 339,022,728

General Information & Summary of significant accounting policies are given in 1 & 2
The accompanying notes are integral part of the Financial Statements.
As per our report of even date attached

=
Rajendra Prasad Gautam
Director

CA Nafdyan Kaidel '
Principal
Kandel & Associates
Chartered Accountants

Date :3rd Poush, 2080
Place ; Kathmandu, Nepal



Bhugol Energy Development Company Lid.
Notes forming part of Financial Statements for the year ended 31* Ashadh, 2080 (16™ July 2023)
General Information & Summary of Significant Accounting Policies

1. Corporate Overview

M/s Bhugol Energy Development Company Limited (The “Company”) is a company incorporated and
registered as Private Limited under Companies Act 2063 having registered office at Baneshwor-10, Kathmandu,
Nepal. The company was registered with the Office of Company Registrar on 16th February 2009. The company
was converted into the Public Limited under the Companics Act 2063 on 31st October 2017. The company was
registered with the Income Tax Office on 12® Chaitra, 2065 with PAN 303432140.

The company has developed a hydroelectricity project, “Dwari Khola Small Hydropower Project” in Dailekh
District with the capacity of 3750 KW and is currently generating and selling electricity from the project. The
company- has obtained the generation license from Nepal Electricity Aathority (NEA) which is valid till 25"
Jestha, 2106. The company entered into the Power Purchase Agreement (PPA) with NEA on 25th April 2013
(30.12.2069).

This company was established with an objective of developing hydropower in Nepal. The company's main line
of business involves development of hydropower projects including detailed feasibility, construction and
operation and transmission and distribution of hydro energy. Similarly, accompanying with the similar project
and institution, related to Nepal Electricity Authority for the mutual uplifting of the development and centralizing
the transmission line and generating revenue from the generation and selling of electricity.

2. Basis of Preparation and Measurement

2.1 Statement of Compliance:

The financial statements are prepared in accordance with Nepal Financial Reporting Standards (NFRS) as issued
by Accounting Standards Board, Nepal which are generally in compliance with the International Financial
Reporting Standards as issued and applicable, except mentioned hereinafler. NFRS also includes interpretations
(TFRIC and SIC) as issued by the International Accounting Standards Board. The (inancial Statements includes
Statement of Financial Position, Statement of Profit or Loss, Statement of Other Comprehensive Income,
Statement of Changes in Equity, Statement of Cash Flows and Notes to Accounts.

The Financial Statements have also been prepared in accordance with the Companies Act, 2063 (revised 2074) of
Nepal.

2.2 Basis of Preparution:
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,

2.3 Responsibility of Financial Statements:
The Board of Directors of the Company is responsible for preparation and presentation of the Company’s financial
statements and for the estimates and judgments used in them.

2.4 Presentation:

Presentation Curren

The financial statements are prepared in Nepalese Rupees (NRs.) which is the functional currency. All financial
information presented in Nepalese Rupees has been rounded to the nearest rupee except otherwise indicated.

Rearrangement / Reclassification and Remeasurement
The figures for previous year are rearranged, reclassified, and/or restated wherever necessary for the purpose of

facilitating comparison. Appropriate disclosures are made wherever necessary.

Statement of Financial Position

The elements of Statement of Financial Position (SoFP) other than equity (Assets and Liabilities, where
applicable) are bifurcated in Current and Non-Current based on their respective maturity as well as the company’s
normal operating cycle.

2.5 Financial Period;
The company prepares financial statements in accordance with Nepalese Financial year. The financial year starts

from 1% Shrawan-and ends on Ashad end of next calendar year. The corresponding dates for the English calendar
are as follows:

s}




Bhugol Energy Development Company Lid.
Notes forming part of Financial Statements for the year ended 31* Ashadh, 2080 (16" July 2023)
General Information & Summary of Significant Accounting Policies

Relevant Financial Statements Nepalese Calender/Period Gregorian Calendar
Date / Period

Reporting Date 31* Ashadh, 2080 16% July, 2023

Comparative Reporting Date 327 Ashadh, 2079 16" July, 2022

Reporting Period 1* Shrawan, 2079 -31% Ashadh, 2080 16" July, 2022-16" July,
2023

Comparative Reporting Period 1* Shrawan, 2078 -31st Ashad, 2079 16% July, 2021-16™ July,
2022

Date of Transition to NFRS 1# Shrawan, 2077 16" July, 2020

2.6 Basis of Mcasurcmoent:

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

2.7. Use of Estimates, Assumptions or Judgments:

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards requires the
use of certain critical accounting estimates and judgments. It also requires management to exercise judgment in
the process of applying the Company’s accounting policies. The Company makes certain estimates and
assumptions regarding the future events. Estimates and judgments are continuously evaluated based on historical
experience and other factors, including expectations of future events that are believed 10 be reasonable under (he
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, wherever have been applied along with the nature and efTect
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 includes: -

2.7.1. Useful life and residual value of Property, Plant and Equipment:

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

2.7.2. Impairment of Property, Plant and Equipment:

At the end of each reporting period, the Company reviews the carrying amounts of its property, plant and
equipment to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Recoverable amount is the higher of fair value less costs to sell and value in use. Value
in use is usually delermined on (he basis of discounled estimaled fulure cash fows. This involves managemenl
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.

2.7.3. 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 recognized.

2.7.4. Fair Value Measurements:

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 valuators to perform
the valuation. The management works closely with the qualified external valuators to establish the appropriate
valuation techniques and inputs to the model.

2.7.5. Recognition of Deferred Tax Assets/Liabilities:
Deferred Tax is the tax expected to be payable or recoverable in future arising from:
e ‘temporary differences between the carrying amounts of assets and liabilities in the Financial Statements
and the corresponding tax bases used in computation of taxable profit,
e unused tax losses and/or

2= X




Bhugol Energy Development Company Lid.
Notes forming part of Financial Statements for the year ended 31% Ashadh, 2080 (16™ July 2023)
General Information & Summary of Significant Accounting Policies

*  unused tax credits
Significant management judgment is required to determine the amount of deferred tax assets that can be

recognized, 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.

2.8. Significant Accounting Policies:
The Significant accounting policies of the company are explained below:

2.8.1. Property, Plant & Equipment:

Recognition & Measurement
Property, Plant, and equipment are measured at cost less accumulated depreciation and any accumulated

impairment losses. Cost comprises purchase price including nonrefundable duties and taxes; and any directly
attributable cost incurred in bringing the asset to their present location and condition necessary for it to be capable
of operating in the manner intended by the management but excluding trade discounts and rebates. Subsequent
expenditure is capitalized only when it is probable that future economic benefits associated with the expenditure
will flow into the Company. Ongoing repair and maintenance are expensed in the Statement of Profit or Loss as
incurred.

If significant part of an item of property or equipment has different useful lives, then they are accounted for as
separate items (major components) of property and equipment.

Any gain or loss on disposal of an item of property and equipment (calculated as the difference between the net
proceeds from disposal and carrying amount of the items) is recognized within other income/expenses in
Statement of Profit or Loss.

Depreciation and Amortization

The project asset shall be depreciated/amortized over the remaining useful life of the project on straight line
method i.e., 28.04 years.

Depreciation on Other assets under Property, Plant & Equipment has been provided on written down value method
as per the rates & methods as prescribed by Income Tax Act, 2058.

Amortizations is recognized on a straight-line basis over their estimated useful lives. The estimated useful life and

amortizations method are reviewed at the end of each reporting period, which effect of any changes in estimate
being accounted for on a prospective basis. The estimated useful lives of the significant items of Property &

Equipment and Imangibles are as ollows

Particulars Useful life Rate
Office Equipment 4 years 25%
Furniture & Fixtures 4 years 25%
Vehicles 5 years 20%
Intangibles Software 5 years 20%
Intangibles- Service Concession Agreement 28.04 years* 3.57%
Other Assets 6.67 years 15%

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.

Only those items having value more than 50,000 per items are capitalized.

*Restriction on PPE
The company has to transfer the entire generation unit to Government of Nepal under BOOT arrangement afler

expiry of period of generation license i.e., 25 Jestha, 2106 or 35 years from Commercial Operation Date (COD)
whichever is earlier. Thus, the useful life of PPE has been modified accordingly.

2.8.2 Other Intangible Assets:
Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortization and accumulated impairment losses. Intangible assets with indefinite useful lives are carried at cost

less accumulated impairment losses.
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Certain computer soflware costs are capitalized and recognized as intangible assets based on materiality,
accounting prudence and significant benefits expected to {low there from for a period longer than one year. Gains
or losses arising from de-recognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognized in the statement of profit and loss when the asset

is derecognized.

2.8.3 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. Ifany 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 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's 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 the Statement of Profit and Loss.

When an impairment loss subsequently reverses, the camrying amount of the asset (or o 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 the

Statement of Profit and Loss.

2.8.4 Borrowing Cost/Finance 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 arising from foreign currency borrowings to the extent they
are regarded as an adjustment 10 interest costs.

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

funds has been deducted from borrowing costs.

2.8.5 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.

2.8.6 [nventories:
Cost of inventories includes cost of purchase, costs of conve
inventories to their present location and condition. The company

rsion and other costs incurred in bringing the
has no inventory as on the balance sheet date.

2.8.7 Other Current Assets:
Other current assets include current assets other than inventorics and cash and cash

unsecured and considered good, unless otherwise stated.

equivalents, which are
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1.9 Revenue Recognition

9 [ Electricl
Revenue Is recognized 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, charges and other similar allowances. Revenue is recognized
when substantial risks and rewards of ownership are transferred to the buyer under the terms of contract.

2.9.2 Finance Income:

Interest Income from a financlal asset Is recognized 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 Lo 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,

2.9.3 Construction Revenue and Expenses as per IFRIC 12:
Under IFRIC 12 - Service Concession Arrangements applies to public-to-private service concession arrangements
if:
(a) The grantor controls or regulates whal 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 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? Infrastrocture used in a public-to-privale 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.

Financlal Asset Model

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

Intangible Asset Model

The intangible asset model is used to the extent that the Group, being an operator, receives a right (a license) to
charge users of the public service. A right to charge users of public services is not an unconditional right to receive
cash because the amounts are contingent on the extent that the public uses the services. Both type of arrangements
may exist within a single contract to the extent that the grantor has given an unconditional guarantee of payment
for the construction and the operation i.e. considered as a Financial asset and to the extent that the operator has to
rely on the public using the service in order to obtain payment, the operation has an intangible asset. The Company
manages concession arrangements which include power supply from its two hydro power plants. 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 model is applied. Income from the concession
arrangemenis eamed under The intangible assel model consisls of the

(i) Fair Yalue of the contract revenue, which is deemed to be fair value of consideration transferred to acquire
the asset; and

(i) 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 de-recognized 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.
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2.10 Foreign Currency Transactions:
The functional currency of the Company is determined on the basis of the primary economic environment in which
it operates. ‘T'he functional currency of the Company is Nepalese Rupee (NPR).

Transactions entered into by entity in a currency other than the currency of the primary economic environment in
which they operate (the "functional currency” is NPR) are recorded at the rates ruling when the transactions oceur.
Exchange differences arising on foreign currency transactions settled during the year are recognized in the
Statement of Profit or Loss. Unsettled foreign currency monetary assets and liabilitics are translated at the rates
ruling at the reporting date. Exchange differences arising on the retranslation of unsettled monetary assets and
liabilities are recognized immediately in profit or loss statement

2,11 Employment Benefits:
The company has few permanent stafl as on reporting date and hence, does not have any schemes of Post-
employment/Long term benefit plans for its employees.

Short Term Employece Benefits

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

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

Stail Bonus

Provision for Employee bonus is provided as per the provisions of the Electricity Act and Rules 2049 (at the rate
of 2% of the amount of Net profit). Provision is created as per annual profit and paid in the subsequent period as
per the provisions of Bonus Act 2030. Unspent amounts are transferred to Welfare Funds as per the provisions of
Bonus Act 2030,

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

Current Tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from *profit before tax’ as
reported in the Statement of Profit and Loss because of items of income or expense that are taxable or deductible
in other years and items that are never taxable or deductible. The company is currently enjoying tax holiday for
the income from sales of power. And for other income, the Company’s current tax is calculated using tax rates
that have been enacted at the end of the reporting period.

Deferred Tax
Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities in the

financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognized for all taxable temporary differences, Deferred lax assels are generally
recognized for all deductible temporary differences to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences 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
1o 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

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilitics.

2.13 Earnings per share

L Basic eamings 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 bonus issue, bonus element in a rights issue to existing
shareholders, share split and reverse share split (consolidation of shares). .
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1l 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 on the reporting period.

2.14 Provisions, Contingencies and Commitments:

A provision is recognized as a result of a past event, the Company has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at the pre-tax rate that reflects
current market assessment of the time value of money and the risks specific to the liability. The unwinding of the

discount is recognized as a finance cost.

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 recognized.

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.

2.15 Financial Instruments:

Recognition and Measurement
Financial assets and financial liabilities are recognized when the Company becomes a party 1o 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, af 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 recognized in the statement of profit and loss.

Effective Interest Rate 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 intcrest
rate is recognized in the Statement of Profit and Loss and is included in the “Other finance income” or “Other
finance cost” line item. Where interest component is present in the financial instruments, the implicit interest rate

approximates the effective interest rate.

2.16 Financial Asscts:
Financial assets at amortized cost
Financial assels are subsequently measured al amortized 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 arc 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.




Bhugol Energy Development Comipany Lid.
Notes forming part of Financial Statements for the year ended 31" Ashadh, 2080 (16™ July 2023)

General Information & Summary of Significant Accounting Policies

The Company in respect of equity investments (other than in subsidiaries, associates and joint ventures) which
are not held for trading has made an irrevocable election to present in other comprehensive income subsequent
changes in the fair value of such equity instruments. Such an election is made by the Company on an instrument-
by-instrument basis at the time of initial recognition of such equity investments.

Financial assets not measured at amortized cost or at fair value through other comprehensive income are 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 recognized for financial assets measured at amortized cost and fair

value through the statement of profit of loss.

The company recognizes 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 recognized. Loss allowance equal to the lifetime expected credit losses is
recognized if the credit risk on the financial instruments has significantly increased since initial recognition.

De-recognition of financial assets
The Company de-recognizes 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 or 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 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 also recognizes a
collateralized borrowing for the proceeds received. On de-recognition of a financial asset in its entirety, the
differences between the carrying amounts measured at the date of de-recognition and the consideration received

is recognized in the statement of profit or loss.

2.17 Financial Liabllities & Equity:

Classification as debt or equity
Financial liabilities and equity instruments issued by the Company are classi fied 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 reccived, net of direct issue costs.

Financial Liabilities
Financial liabilities are initially measured at fair value, net of transaction costs, and are subsequently measured at

amortized cost, using the effective interest rate method where the time value of money is significant. Interest
bearing bank loans, overdrafis and issued debt are initially measured at fair value and are subsequently measured
at amortized cost using the effective interest rate method; Any difference between the proceeds (net of transaction
costs) and the settlement or redemption of borrowings is recognized 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 puarantee 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 1o the issuance of the guarantee.

De-recognition of financial liability
A 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 exchange or meodification 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.
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4

Finanial assets and financial labilities are ofTset, and the net amount is reported in the standalone balance sheet
{fihere bs a currently enforceable legal right 1o ofVset the recognized amounts and there s an Intention to settle on
a met hasix to realize the assets and settle the liabilities simultancously,

218 Leases

Ihe 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 fulfillment 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, cven if that
rght is not explicitly specified in an arrangement. A lease is classified at the inception date as a finance lease or
an operating lease,

" A8
A lease that transfers substantially all the risks and rewards incidental to ownership to the Company is classified
as a finance lease.

A leasad 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
cstimated 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. 2 the present value of the minimum lease payments at the inception of the lease, whichever is lower. Lease
paymenis are apportioned between finance charges and reduction of the lease liability so as to achieve a constant
ratc of interest on the remaining balance of the liability. Finance charges are recognized in finance costs in the
stzement of profit and loss, unless they are directly attributable to qualifying assets, in which case they are
capialized in accordance with the Company’s general policy on the borrowing costs.
Opcrzting lease payments are recognized as an expense in the statement of profit and loss on a straight-line basis
over the lease term unless either:

& Another systematic basis is more representative of the time pattern of the user’s benefit even if the

payments o the lessors are not on that basis; or
b. 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,

Rent amount is considered to be nominal as compared to revenue to be generated from its business and
management has decided to measure rent expenses at cost in the statement of Profit & Loss and Other
Comprehemive Income.

Cr 214 a Lesso
Remzl income from operating leases is generally recognized on a straight-line basis over the term of the relevant
lease except where another systematic basis is more representative of the time pattern in which economic benefits
from the leased asset are consumed. Initial direct costs incurred in negotiating and arranging an operating lease
are added 10 the carrying amount of the leased asset and recognized on a straight-line basis over the lease term.

Payments made under operating leases are recognized In the Statement of Profit or Loss as “Office rent expense™,
I'he lease rental is recognized as per the expense Incurred by the Company in the financial year, The lease expense
is not recognized on a straight line method considering the inflation in future.

1.19 Segment Reporting:
The company is engaged in only one business activity of “Generation and Sale of Electricity”™. Thus, separate
segmen Information is not provided as per NFRS 8 “Operating Segments™.
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Equity Share Capital Notes 3
2 As on 31st Ashadh, Ason 32nd Ashadh,
Particulars 2080 2079
Authorized Share Capital
Equity Shares @ 100/- cach 600,000,000 600,000.000
Issued Share Capital
Equity Sharcs @ 100/- cach 544,053,400 544,053,400
Paid Up Capital
Promoter Capital 380,837,400 380,837,400
Public Issue 163,216,000 -
Total 544,053,400 380,837,400

Promoter share capital includes share capital held by promoters having a lock in period of 3 years from the date of
allotment (4th Baishakh, 2080) as per Securities Registrations & Issuance Regulations, 2074. Also among the share capital
issued to public, share capital held by local people affected by the project having share capital amounting NRs. 54,405,300
shall have a lock in period of 3 years from the date of allotment as per the terms mentioned in the prospectus.

Paid up share capital is an ordinary equity share capital fully paid up having equal voting right.

Reconciliation of number of Shares Outstanding Notes 3.1
< As on 31st Ashadh, Ason J2nd Ashadh,
Particulars 2080 2079
Balance at the beginning of the year 3,808,374 3,808,374
Add: Issue of Paid-up Shares-Public [ssue 1,632,160 -
Total 5,440,534 3,808,374
Reserve & Surplus Notes 4
As on 31st Ashadh, Ason 32nd Ashadh,
Purdouiers 2080 2079
Retained Earnings
Opening Retained Earnings (123,261,863) (285,433,929)
Share Issue Cost* (5,878,271) -
Profit for The Year (96,488,118) 162,172,065
Retained Earnings transferred to Statement of Financial Position (215,628,252) (123,261,863)
Revaluation Reserve
Revaluation Reserve* 21,360,454 22,123,327
Less: Amortization on Revalued Properties (762,873) (762,873)
*Company has given advance to various contractors and various parties 20,597,580 21,360,454
Reserve and Surplus transferred to Statement of Financial Position (205,030,672) (101,901,410)
*Refer notes 22 & 30 for more details.
Long Term Loans and Borrowings Notes §
S—— As on 31st Ashadh, As on 32nd Ashadh,
2080 2079
Citizen Bank Term Loan( Secured Loan)-Non Current Portion*
Term Loan [ 33,872,000 34,208,000
Term Loan I1 497,628,000 338,076,000
Total 531,500,000 372,284,000

*Company has entered loan facility with Citizen Bank Limited for the development of Dwari Khola Hydropower Project
(3.75 MW). Loan has been secured against registered mortgage of the entire project {present & to be created in future)
including the land, building, plant & machinery, movable and immovable assets on land owned (including leasehold land)
by the company.

Loan amount repayable or matured within 1 year from the reporting period i.e. Ashadh end 2081 has been classified as
Current portion of Term Loan under Short Term Lpans and Borrowings and other as Term Loans under Long Term Loans

and Borrowinags. /&/
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Short Term Loans & Borrowings Notes 6
. As on 31st Ashadh, Ason 32pd Ashadh,
Particulars 2080 2079
Citizen Bank Term Loan( Secured Loan)-Current Portion® 4,000,000 164,816,000
Citizen Bank Overdraft Loan - 14,939,428
Demand Loan | - 15,060,000
Demand Loan 11 - 80,000,000
Total 4,000.000 274,755,428
*Refer Note 3.
Trade & Other Payables Notes 7
—— As on 31st Ashadh, As on 32nd Ashadb,
2080 2979
Trade Payables*
Capital Management and Consultancy Private Limited 122,650 -
ICRA Nepal Limited - 528,750
Nepal Hydro and Electric Limited 114,180 -
Time Media Service Private Limited 13,095 -
B Four Engineering & Construction Private Limited - 18208
Other Payables
BRSD Engineering z 407,011
Crystal/sunita Kavita/ La Nirman JV . 1,042,504
Dolti Power Company 36,322.291 :
T.P.Adhikari & Associates - 78,400
Audit Fee Payable 167250 111,500
Agency Fee Payable 803,250 -
Salary Payable 665,280 -
Total 38,207,996 2,186,373

*In absence of confirmations from some parties, balance of Trade Payables shown in the financials statements are per our
books of account. However the company is of the opinion that these are full payables as provided above.

Duties & Taxes Notes 8

g As on J1st Ashadh, As on J2nd Ashadh,
Particulars 2080 2079
TDS on Wages - 193,617
TDS on Consultancy - 2371
TDS Office Rent 33,333 -
TDS on Advertisement 3,699 -
Social Security Tax 28,000 69,062
TDS on Service 65,650 36.676
TDS on Audit Fee 2250 3,000
TDS on Rating Fees - 7.500
TDS on Repair and Maintenance 8,007 -
TDS on Underwriting Commission 12.241 -
Total 153.181 312232

The Company has deducted TDS as per Income Tax Act 2058. The interest on the outstanding amount of TDS has not

been shown in the books of account.
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Other Current Liabilities Notex 9

As on 313t Ashadh, Ason 32nd Ashadh,
Particulars 2080 2079
Provision for StalT Bonus* 3,309,634 3,309,634
Provisions for CSR . .
Total 3,309,634 3309634

*The company has not paid the stafT bonus, the provision for which was made in previous years and is payable as per
Electricity Act, 2049 nor transferred the unspent amount of provision for bonus to Welfare Fund as per Bonus Act, 2030.
The company has not made the provisions for StafT Bonus and Corporate Social Responsibility(CSR) as the company is in

loss during the finnacial year.

Trade & Other Receivahles Notes 12
Picstcilars As on 315t Ashadh, As on 32nd Ashadh,

2080 2079
Nepal Electricity Authority (NEA) 13,615,630 16,244,147
Other Receivables (Annexure-01) 235,649,236 227,204,317
Less: Provisions for Doubiful Debt”" 10,579,418 =
Total 238,685,448 243,448 464

*Company has given advance 1o various contractors and various parties for project work. However, these advances are not
secured with any type of guarantce. In absence of confirmations from some parties, balance of Trade & Other Receivables
shown in the financials statements are per our books of account. However the company is of the opinion that these are full

receivables as provided above.
*Company has made provisions for doubtful debt on account of trade receivables from Nepal Electricity Authority

(NEA)as the company has made estimate of expected credit loss on account of disputed amount from Nepal Electricity
Authority.

Cash and Cash Equivalents Notes 13

. As on 31st Ashadh, As on 32nd Ashadh,
Particulars 2080 2079
Cash in Hand 17320 12,314

Balance with Bank

Citizens Bank Limited (OD account)* 14,495,380 -
NIC Asia Bank Limited 9,723 1,004,356
Total 14,522,423 1,016,670

*Company has availed Overdraft facilitics of NRs. 1.5 crorcs valid up to 31st July 2024 & samc has boon securcd
registered mortgage of the entire project (present & to be created in future). Interest on overdrafi loan has been paid at the

rate of base rate as prescribed by the Bank Plus 0.5% Premium on that rate.

Other Current Assets _= i _ . o = ~ Notes 14
As on 31st Ashadh, As on 32nd Ashadh,

Particula
il ¥ o 2080 2079
Prepaid Insurance Expenses 2,350,683 2,217,140
Total 2,350,683 2217140




Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Notes forming Part of Statement of Profit or Loss

For the Year Ended on 31st Ashadh, 2080 (July 16, 2023)

Revenue Notes 15
Particalic For the Year Ended For the Year Ended
31st Ashadh, 2080 32nd Ashadh, 2079
Revenue from Sale of Energy to NEA 28,405,817 42,899.548
Total 28,405,817 42,899,548
Revenuc has been booked on the basis of Debit Memo raised by the NEA on monthly basis.
Cost of Sales Notes 16
Particalars For ﬂll;‘ Year Ended For the Year Ended
3ist Ashadh, 2080 32nd Ashadh, 2079
Energy Supplied to Project by NEA 16,811 47,137
Rebate Expenses 319,243 851,042
Insurance Expenses - Project 3,153,270 2,210,201
Operation and Maintenance 5,131,787 3,094,607
Site Office Salary Expenses 2,500,000 3,290,400
Royalty Expenses 942,780 1,211,303
Total 12,063,891 10,704,690
QOther Income Notes 17
Particalirs For the Year Ended For the Year Ended
31st Ashadh,2080 32nd Ashadh, 2079
Other Income - 80,467,468
Income from Insurance Claim - 23,097,139
Income from Transmission Line - 124,650,000
Total - 228,214,607
Employee Benefit Expenses Notes 18
Fatilealsrs For the Year Ended For the Year Ended
31st Ashadh, 2080 32nd Ashadh, 2079
Salary and Other Employee Costs 300,000 300,000
Total 300,000 300,000

L




Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Notes forming Part of Statement of Profit or Loss

For the Year Ended on 31st Ashadh, 2080 (July 16, 2023)

Administrative and Other Expenses Notes 19
Particulars For the Year Ended For the Year Ended
31st Ashadh, 2080 32nd Ashadh, 2079

Administrative Expenses

Audit Fee 169,500 113,000
Advertisement & News Expense 222N -
AGM Expenses 6,910 11,300
Annual Charge - NEPSE 100,000 -
Consultancy Fee 775,750 179,100
Email Hosting Expenses 1.910 -
Fine and Penalty 17,693 -
Internet and Telephone Charges 86,445 -
[PO Expenses - 350,000
Legal Expenses - 490,000
Lodging & Fooding Expenses 139,430 -
Office Expenses 65,942 -
Office Rent Expenses 333,333 264,000
Rates and Taxes - 150,150
Rating Fees % 565,000
Site Visit Expenses 109,500 -
Travelling Expense 54,620 =
Vehicle Repair 93,530 -
Other Expenses
Provision for Doubtful Debt* 10,579,418 -
Total 12,562,252 2,122 550
*For details refer Notes 12
Finance Cost Notes 20
Particuliire For the Year Ended For the Year Ended
31st Ashadh, 2080 32nd Ashadh, 2079
Interest on Term Loans 73,992,102 64,639,269
Agency Fees 803,250 1,705,867
Interest on OD 1,173,185 1,476,496
Bank Commission & Charges 11,490 45,062
Loan Management Fee - 600,000
Total 75,980,027 68,466,694

Interest on loan from bank has been paid at the rate of base rate as prescribed by the Bank Plus 0.5% Premium on that rate
& same has been booked on cash basis in confirmation with balance certificate received from the bank.




Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Notes forming Part of Statement of Profit or Loss
For the Year Ended on 31st Ashadh, 2080 (July 16, 2023)

Post- Employment Benefits Notes 21
The Company does not have any schemes of Post-employment/Long term benefit plans for its employees. The company

has not provided for provisions for employee benefits as per the Labor Act, 2074 and has not been registered with Social
Security Fund as per Social Security Act 2074,

IPO Related Expenses: Notes 22
Cost attributable to issue to Public offer (Initial Public Offering) has been charged to reserve and surplus directly. Such

cost includes fee paid to Securitics Board of Nepal (SEBON) ,Underwriting Commission, Credit Rating Expenses & IPO
Registrations expenses.

Rovalty: Notes 23
The company has paid royalty to Government of Nepal as per provision of Electricity Act and Regulation. The generation
royalty is deducted at the rate of 2% from sale of Electricity from source i.e. by Nepal Electricity Authority on monthly
basis and Fixed capacity royalty @ NPR 100 Per Kilo Watt P.A.

Rating of the Company: Notes 24
ICRA Nepal has reaffirmed an issuer rating of [ICRANP-IR] B- (pronounced ICRA NP issuer rating B minus) to Bhugol

Energy Development Company Limited (BEDCL or the company) on 9th Magh, 2079. Issuers with this rating are
considered to have high risk of default regarding timely servicing of financial obligations. The rating is only an opinion on
the general creditworthiness of the rated entity and not specific to any debl instrument.

[CRA Nepal has also reaffirmed a long-term rating of [ICRANP] LB- (pronounced ICRA NP L B minus) (o the long-term
bank loans and a shori-term rating of [ICRANP] A4 (pronounced ICRA NP A four) to the short-term bank loans of the
company.

itial Publi i 0); Notes 25
The .c-,bmpany entered into agreement with NIC Asia Capital Limited herein referred as Issue Manager and with Prabhu
Capital Limited berein referred as Underwriting Agent for public issue of shares.
The Company has obtained approval for issuance of Initial Public Offering(IPO) to General Public from Securities Board
of Nepal (SEBON) on 17th Magh, 2079 and the prospectus has been registered with Office of Company Registrar (OCR)
on 19th Magh, 2079. As mentioned in the prospectus, the Company has issued 30% of its Issued Share Capital
(Rs.544,053,400) amounting to NRs.163,216,000 for 1,632,160 units of shares to the general public. Out of the shares
allocated for general issue, shares amounting NRs.54,405,300 for 544,053 units of shares have been issued Lo local people
residing in areas affected by the project. From the temaining shares, 108,811 units of shares amounting o NRs.10,881,100
have been issued to people involved in foreign employment afler obtaining work permit from Government of Nepal. The
shares remaining afler issuance as above were distributed as; 21,762 units to employees, 54,405 units secured with Mutual
Fund and residual 903,129 units to the general public.

Income Tax: Notes 26
Current Tax:

The Company has started its commercial generation, distribution, and transmission of clectricity in 23rd Baisakh, 2074,
Company get the tax exemption as per the provisions of section 11 (3 Gha) of Income Tax Act, 2058, (i.e. the company is
assessed at 0% tax rates for first 10 years of operation and 50% tax rate for later 5 years). Accordingly, tax rate applicable
to the company for the year is 0%.

Deferred Tax:

Provision for deferred tax has not been made since the company is assessed at 0% tax rates for first 10 years of operation
and 50 tax rate for later 5 years.

o




Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Notes forming Part of Statement of Profit or Loss

For the Year Ended on 31st Ashadh, 2080 (July 16, 2023)

Substantial Shareholder: Notes 27
There are a total 127,504 shareholders in the Company as on 31st Ashadh, 2080. The details of Shareholders holding more

than 1% of share capital and percentage of holding is given below which is known as Substantial Shareholder.

No of Shares as on

Name of Sharcholders 315t Ashadh, 2080 % of Share holding
Jaya Kumari Sharma Aryal 698,490 12.84%
Mira Gautam 248,489 4.57%
Mohan Bikram Karki 223,750 4.11%
Shrawan Kumar Goyal 185,000 3.40%
Shyam Sundar Khetan 180,000 331%
Ruja Panta 150,010 2.76%
Ranjan Kumar Sharma 130,000 2.39%
Avishek Dhakal 100,000 1.84%
Dipika Gautam 100,000 1.84%
Binayak Pokhrel 100,000 1.84%
Sebika Gautam 100,000 1.84%
Anurag Goyal 92,500 1.70%
Chirag Goyal 92,500 1.70%
Saurav Arjyal 90,395 1.66%
Yatra Koirala 70,000 1.29%
Rajendra Prasad Gautam 60,625 1.11%
Abal Koirala 60,000 1.10%
Priti Bhattarai 60,000 1.10%
Related Party Transaction Notes 29

There is no related parties except Key Management Personnel (KMP) & Entitics over which substantial sharcholder have
significant influcnce.

Key Management Personnel (KMP) Notes 29.1
The company has incurred the following transactions with the Key Managerial Personnel (KMP) who are those persons
having authority and responsibility for planning, directing, and controlling the activitics of the entity, directly or indirectly.
Such KMP include the board of Directors of the company (including both Executive and Non Executive) and key
employee who has holding as directorship in the Subsidiary company.

Key Management Personnel (KMP) w.e £ 11th Magh 2079 Relatinoship
Saurav Arjyal Chairman
Sangita Sharma Director
Rajendra Prashad Gautam Director
Santan Kumar Arjyal Director
Ranjan Kumar Sharma Director

Transactions with Related Parties

Key Management Personnel (KMP) |Relationship ﬁ;:hn:io?b.m“m as on Sist

Entity over which substantial shareholder has
significant influence

e

e

Dolti Power Company Limited 3,63,22,291




Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Notes forming Part of Statement of Profit or Loss

For the Year Ended on 31st Ashadh, 2080 (July 16, 2023)

Revaluation reserves Notes 30
The company has created revaluation reserves on gains arising on the revaluation of property which is not distributable 10
shareholders.

Amortization on revaluation gain has been charged to the Other Comprehensive Income as Amortization on Revalued
Assets and same will not transferred to retained earnings.

ent afte rtin i Notes 31
There have no events after the reporting period requiring adjustment in the financials statement.

Risk Manapement: Notes 32
The company’s business activities expose to a variety of risks, namely primarily to liquidity risk and fluctuations in interest

rates, which may adversely impact the operation of company. The company's Board and management have overall
responsibility for the establishment and oversight of the company’s risk management. The company’s risk management
policies are established to identify and analyses 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.

Liquidity Risk: Notes 32.1
Liquidity risk is the risk that the company will face in meeting its obligations associated with financial liabilitics. 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. A material and sustained shortfall in cash flow could create potential business
continuity risk.

Company is fully dependent on Nepal Electricity Authority for its revenue based on the PPA. Any delay in settlement of
dues by NEA will make it difficult for company to operate smoothly.

Interest Rate Risk: Notes 32.2
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 debt obligations. Since the interest rate is influenced by market forces, the company has little role
for minimizing the risk. The company manages the interest rate risks by negotiating with reputed commercial banks.

Capital Management Notes 32.3
Capital includes issued capital and all other reserves attributable to the equity holders of the company. The company

manages its capital so as to safeguard its ability to continue as a going concern and to optimize returns to the sharcholders.
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 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.

Miscellaneous Notes 33
1. All the figures stated on the financial statements are in Nepalese Rupees.

ILThe account confirmation on account of payables and receivables are received or are in the process of receipt.

III.Notes form integral part of financial statements.

IV.Figures are round up into neareast rupees.

V.Previous year figures has been reclassified as below:

Previous Classfications Current Classfications Amount Reasons

Head office person  salary
3,00,000.00 |regrouped to employee Renefit
expenses

Cost of Sales-Site Office Employee Benefit Expenses-Salary and
Salary Expenses Other Employee Costs
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Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu
As on 31st Ashadh, 2080 (July 16, 2023)

Amortization of Project Assets: Nates 11
Figures in NRy
Particulars Amount
Cost
Balance as at 1st Shrawan, 2079 86,712,705
Additions during the year .
Disposal during the year -
Total Cost 786,712,705
Revaluation
Balance as at 01.04.2079 12,886,200
For the year .
Total Revaluation 22,886,200
Total Value of Project Asset 809,594,905
Amortization
Method SIM
Accmulated amortization as on 32nd Ashadh, 2079 126,150,400
On Cost 124,724,654
On Revalued 1,525,746
Charge for the year 24,064,254
On Cost 23,601,381
On Revalued# 762,871
Total Amortization as on 31st Ashadh, 2080 150,614,654
Closing Balance at 31st Ashadh, 2080 658,984,251

Refer Notes 2.8.1 of Summary of Significant accounting policies for details.
#Refer Notes 30 for details.




e
“s31ep Sunuodai aq) 12 sjqeeAs 100 5w s2oud pajonb gorgm 10] 4o paronbun are gagm sareys Ambs m pIuUns w Sopn[m AYormaty Jo [243] s1q) TEp
WIPUS IGE[IEAR UD PISEq AAY) OIE 10U USWILNSUT SWPS ] U1 SUONITSUEN J3%IPU JUILM) 3{qrALdsqo worj saoud £q pauoddns 1mmuaa are 1eq suondumsse uo paseq (dpow uodemes ¢ &nsn “wed

U1 JO [OYM Ul PATULIIAP e saNjea Neq “(sndu J[geasssqoun) e1Rp 19%IPU J[QRAISSHO B0 Paseq 100 e o) sindin 3msn pamseRu SAW[IGEY pUe S12¥SE [FISURL SIpnjxn £garesary jo (23] s
i€ 1927]) sinduy Jjqeasasqoun Jueaadis gim sanbpagaa) vopenfey

"FIJRIUOD PIEAI0] 31| AUBQWOD) 9 AQ UAD[E) SIANTEALIIP JO SISTSUOD AJOBED SIY] "(S97UA WO PIAUIp “'a1) A[12217pa] Jo (523Ud 2
1) Ap2anp 124u2 *A[IGEI] 40 1955E 2y 10J IGEAIISGD 218 JT | |94 WM papnjaat saoud pajonb vy 13m0 sydm Smsn pamsesw ‘SINIIGE PUR SIS [FNLUY SIPN|AN AYIRENY JO |24 1YL
(g (3aa7p) sinduy 3jqeAsasqo yum sanbyaysa vopenje

Pumy (PR % SIEYS AUND3 pNOnb i

WatmsaAm Jo Sis1sued Kiofates siq, “SINIGeT] JO SIASSE [ESUIPI 10] SIAYIEW 3ande u (parsnipeun) saoud paronb 01 3ouasIa1 AQ PamSEAL I8 1EY) SIISSE [PIUTUY SIP|W AYIRINY JO [3AI] SILL
i(§ pAY) 3paew aapae ue W sapd paond)

:M0[2q PAqUISIP B ‘¢ [2AI] OF [ [9A2] OWN Padnoid ‘anfes Ngy 12 uonmFeoal [TV 01 JUIMbISGNS PAMSEIW IV ey SWUIULMNSUI [Broueny Jo sisdjere ue sapiaoud mo[aq 2(qz Y|

Aya1eiam 3njes e

L99°L8TS9 - - 1187 0LTLLS SININQEL] [F13UEUL] [EI10L
PE9'60E € - - r£9°60€ € SIIGEI] WILMD) LIG0
rayaraly = - 181'ES1 saxe] 7y saung
£LE'O8I1'T - # 966°'L0T 8 saqeded LU0 79 Pl

8TF'6E0'LYY : : 000005 'SES s3uLmoLIog % sTe0]

samipqor] [rraunuly

PLT TRIOPT - A ¥E5'BSSSST $1355Y [S[PUEHL] [E10]
orI'LITT - - £89°0SET 5)3sSY WALMD) IIGQ
0L9'910'1 - - £ZH'TTs'vl - 5 smareamby gse)) @ yseD
¥V BEY ERT = - 8FP'S89°8ET = - SIqRALI0TY B0 P IPRIL
§1255y [pIowDUlf

(1]
1503 paspIoWy 1D0Ad TdIAd 1502 pasiomry 1D0A4 TdIAA o~ d
6LOT "YPEYSY puzg uo sy 0807 "UPEYSY ISIE U0 SY

Al08318) Aq HUIMLAI]ST [EIIUETL]
SIS [EIUEUY G OF 7 ON U PIsSO[ISTP Are JUIUMANST AIMDS Pre SSUIIGET [E1TRY “SIISSE [E1uey

J0 $52]2 42ea jo 1p2dsas m paswudesal are $asusdia PUE AWONN YIIGm U0 SISEq U} PUE USWIMSEIW JO S152q I ‘uonmuodal 10] BuLS 3¢ Surpnixn “saoned Surmmonsoe weogwdis jo sprERp AL
SYIDUMLNSI [E15UT] UTEIHO 2L SWa 1204 Houg]eq SY) UO UONEULIOJU] [euolippe s3piaoid pue Luedwo)) o) 10] STURINNSUL [BIURIY JO ITLIYRAEIS I JO MIAAIINOC UE SIAIB 3100 STYL

JUSULINSEIW IN[EA JJe] PUE UOIEIYSSE]D) JUIWNIISU [EPUEBUL] - pE : AJON

npuegieyy ‘(| -10mysausg
payur] Auedwo)) juamdopaaaq A31au7 jo3nyg




Bhugol Energy Development Company Limited
Baneshwor-10, Kathmandu

Details of Other Receivables

As on Ashadh 31, 2080 (July 16, 2023)

Other Recelvables

Annexure-01
SN.  Paitiealire As on 31st Ashadh, Ason 32nd Ashadh,
2080 2079
A Consultant Advance
1 Unit Engineering Pvt. Lid. & 750,000
2 Nerine Consultant Advance 326,327 1,327
3 Shrestha § & Associates - 158,750
Sub-Total 326327 910,077
B Contractor's Advances
1 Advance for Transmission Line Maintenance - 500,000
2 BRSD Engineering 45,000 -
3 Three Phase Construction 36,400,000 36,400,000
Sub-Total ' 36,445,000 36,900,000
C Management Advances
1 Office Advance 24,606,882 14,878,007
Sub-Total 24,606,882 14,878,007
D Other Advances
1 Guheshwori Concern Private Limited - 28,000
2 Jayash Trading Concern - 39,402
3 Royalty Paid in Advance (2% of Income) - 231,201
4 Shrec Subl Laxmi Traders - 37,632
5 NIC Asia Capital % 622,932
6 Prabhu Capital Limited - 408,040
7 Nepal Electrical and Rewinding Works 1,122,000 C
8 Ferroweld Consultancy 360,328 360,328
9 Everest Insurance 13,138,699 13,138,699
10 Upper Lohore Khola Hydropower Company Limited 159,650,000 159,650,000
Sub-Total 174,271,027 174,516,234
__Total ol Ll e e S 235,649,236 227,204318

*Company has given advance to various contractors and various partié:s for project work. However, these advances are not secured
with any type of guarantee & In absence of confirmations from some parties, balance of Trade & Other Reccivable shown in the
financials statements are per our books of account. However the company is of the opinion that these are full receivables as

provided above. //




