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PYC & ASSOCIATES

Chartered Accountants
Independent Auditor's Report
To the Shareholders of Himalayan Power Partner Limited

A member firm of

§ ECOVIS®

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Himalayan Power Partner Limited., herein
referred to as “Company”, which comprise Statement of Financial Position as at Ashad 324, 2082 (16" July,
2025), Statement of Profit or Loss and Other Comprehensive Income, Statement of Cash flows and
Statement of Changes in Equity for the year then ended, and a summary of significant accounting policies
and notes to the accounts.

In our opinion, the accompanying financial statements read along with the Notes to Accounts present fairly,
in all material respects, the financial position of the Company as on Ashad 32", 2082 (16" July, 2025), its
financial performance and its cash flows for the year then ended in accordance with Nepal Financial
Reporting Standards (NFRS).

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 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 Code of Ethics for Professional Accountants. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters,

Depending on the facts and circumstances of the company and the audit, we have determined that there
are no key audit matters to communicate in our report other than following. For each matter below our
description of how our audit addressed the matter is provided in that context.

| How our audit gdd essed Key Audit Matter

e

s

Revenue from the sale of electrlc:ty is recogmzed
upon issuance of invoices to the Nepal Electricity
Authority (NEA) in accordance with the Power
Purchase Agreement (PPA). The Company was
supplying electricity to NEA pursuant to the
decision of the Coordination Committee (CC)
dated 2079.04.08, under a contingency plan,
whereby generation is carried out as per dispatch
instructions issued by the Load Dispatch Centre

(LDC) of NEA till previous fiscal year. In C:?mh
Fiscal year, revenue has been recognized ip i

® Obtained an understanding of the Power
Purchase Agreement (PPA) entered into with
Nepal Electricity Authority (NEA) and assessed
management’s revenue recognition policy for
compliance with applicable financial reporting
standards.

® Tested the monthly invoices raised to NEA by

verifying that monthly revenue was recorded

based on contract energy, availability

MClarations metered generation, adjustments

'btotal system loss, delivered energy, and

)y
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with the provisions of the CC decision/minutes of
2080/12/04 under which previous contingency
plan was amended and dispatchable condition
has removed.

applicable tariff rates as per the Power Purchase
Agreement (PPA).

Examined Coordination Committee (CC) minutes
/ contingency plan approvals, where applicable,
to assess the appro;ﬁriateness of revenue
recognition during the period and eévaluated
management’s interpretation and application of
such decisions.

Reviewed NEA interim payment memos /
settlement statements and reconciled the same
with invoices raised and amounts received.
Assessed the adequacy and appropriateness of
revenue-related disclosures in the financial
statements.

Project Assets

The Company’s project assets, comprising civil
works, hydro-mechanical works, electro-
mechanical equipment, Land & Lland

development and Transmission Line represent a
significant portion of the total assets of the
Company. The capitalization of project costs
involves significant management judgement,
particularly in determining whether expenditures
meet the recognition criteria under Nepal
Financial Reporting Standards, allocation of
indirect costs, capitalization of borrowing costs,
and assessment of completion status for assets
capitalized during the year. The project assets are
recognized as Intangible assets under IFRIC 12
Service Concession Arrangement and amortized
considering remaining useful life of the project
asset.

Obtaining an understanding of the Company’s
policies relating. to capitalization of project
costs and evaluating their compliance with
applicable NFRS.

Testing additions

to project assets by

examining supporting documents such as
contractor bills, invoices, contracts, engineers’
certificates and payment records.

Evaluating the appropriateness of costs
capitalized and Assessing the classification of
project costs between capital work-in-progress
and property, plant and equipment, with
reference to the project’s commercial
operation date.

Evaluating the adequacy of disclosures made in
the financial statements relating to project

assets.

* Information Technology General Control

The Company relies on information technology
systems for processing and recording financial
transactions, including revenue, expenditure,
payroll and general ledger reporting. The
integrity, security and reliability of these systems
depend on the effectiveness of general IT
controls, particularly controls over user access
management, program changes, data backup and
system operations. Given the pervasive nature of

IT systems on financial reporting and the|: 1 s:

the IT
applications

Obtaining an understanding of
environment, including key
relevant to financial reporting.
Evaluating the design and implementation of IT
general controls over:
i) user access and
segregation of duties,
ii) Data backup, recovery and system

security

management

judgement involved in evaluating the design_.fé'nd-'f" N
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operating effectiveness of IT controls, this matter | ¢  Considering the impact of identified IT control

was considered to be a key audit matter deficiencies, if any, on the nature, timing and
extent of substantive audit procedures.

e Evaluating management’s controls over
system-generated reports used in the financial
reporting process.

¢ Assessing the adequacy of disclosures in the
financial statements related to IT systems,

where applicable

Emphasis of Matter (EOM)

We draw attention to Note 4.14 — Employee Benefits Obligation to the financial statements, which describes
that the Company has not carried out an actuarial valuation for the measurement of employee benefit
obligations in accordance with NAS 19 Employee Benefits. The Company has recognized provision for
gratuity based on management’s internal assessment and self-certification considering employees’ service
period and past payment practices.

Our opinion is not modified with respect to this matter.

Information Other than the Financial Statements and Auditor’s Report Thereon

Himalayan Power Partner Ltd., Management is responsible for the preparation of the other information.
The other information comprises the information included in the Management report and other progress
reports but does not include 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 during the course of our audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Nepal Accounting Standards, and for such internal control as management determines is
necessary to enable that 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 the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible forpv&f@é@'g‘g_\t\he Company'’s financial reporting process.
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Auditors' Responsibilities for the Audit of Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with NSA’s 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 expect to influence the economic decisions of users taken on the basis of these
financial statements.

As a part of audit in accordance of NSAs, we exercised professional judgment and maintain professional
skepticism throughout the audit of Himalayan Power Partner. Ltd. for FY 2081/82 (2024/25). We also:

¢ Identified and assessed the risk of material misstatement of the financial statement whether due to
fraud or error, designed and performed audit procedures responsive to those risks, and obtained audit
evidence that is sufficient and appropriate to provide an opinion. The risk of not detecting material
misstatement resulting from fraud is higher than one resulting from error, as fraud may involve
collusion, forgery, intentional omission, misrepresentation, or the override of internal control.

¢ Obtained an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of internal control.

e Concluded an appropriateness of management use of going concern basis of accounting and, based in
audit evidence obtained, whether a material uncertainty exists related to events or condition that may
cast significant doubt on the Company’s ability to continue as going concern. If we concluded that a
material uncertainty exists, we were required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosure were inadequate, to modify our opinion.
Our conclusions were based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to continue as going concern.

¢ Evaluated the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Evaluated the overall presentation, structure, and content of financial statement including the
disclosures, and whether the financial statement represent the underlying transactions and events in
a manner that achieves fair presentation.

e Obtained sufficient appropriate audit evidence regarding the financial information of the entities or
business activities to express an opinion on the financial statements. We remain solely responsible for
our audit opinion.

+ We communicated with those charges 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 identified during our audit.

e We also provided those charged with governance/wl-t-?wahstatement that we have complied with
relevant ethical requirements regarding mdependence,anAS%mmumcated with them all relationships

)
L\-‘\‘
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and other matter that may reasonably be though to bear on our independence, and where applicable,
related standards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on Other Legal and Regulatory Requirements

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

In our opinion, the Statement of Financial Position as at Ashad 32", 2082 (16" July, 2025), Statement
of Profit or Loss, Statement of Cash Flow and Statement of Changes in Equity for the year then ended
Ashad 32", 2082 (16™ July, 2025) and Notes to the Financial Statements, including Significant
Accounting Policies applied by the Company have been prepared in accordance with the requirements
of the Companies Act, 2063 and are in agreement with the book of accounts maintained by the
Company including relevant records relating to preparation of the aforesaid financial statements have
been kept so far as it appears from our examination of those books and record of the Company.

To the best of our information and according to explanation given to us and so far, appeared from our
examination of the books of account of the Company, we have not come across cases where Board of
Directors or any employees of the Company have acted contrary to the provisions of law relating to the
accounts, or committed any misappropriation or caused loss or damage to the company or acted in a
manner to jeopardize the interest and security of the company.

The Company has not carried out an actuarial valuation of retirement benefit obligations; instead,
provisions have been recognized based on internal policy and have not been deposited in a recognized
fund in compliance with the requirements of the Companies Act, 2073.

The o ,raﬁqﬁ‘\bé\b\;fhe Company is within its jurisdiction.
; %\

&

PYC & Associates
Chartered Accountants

Place: Kathmandu
Date: 2082/09/23
UDIN No: 26042 UCA 00285 X q X a
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Himalayan Power Partner Ltd.
Maharajgunj, Kathmandu
Statement of Financial Position
As on 32" Ashad 2082 ( 16™ July 2025)

In NPR
Particulars Note 32"Ashad, 2082 31* Ashad, 2081
Assets
Non-Current Assets
Non-Financial Assets
Property, Plant and Equipment 4.1 19,425,112 20,971,629
Intangible Assets- Software 4.2 27,584 -
Intangible Assets-Project Assets 43 5,148,850,408 5,385,713,716
Financial Assets
Investment 4.4 39,400,000 39,400,000
Total Non-Current Assets 5,207,703,104 5,446,085,345
Current Assets
Non-Financial Assets
Advance & Deposits 45 11,094,761 45,651,862
Advance Tax 4.6 4,736,734 4,774,159
Prepaid Expenses 4.7 8,487,721 7,313,703
Financial Assets
Security Deposits 4.8 2,822,773 2,826,273
Trade & Other Receivebles 4.9 247,242,374 140,201,958
Cash and Cash Equivalents 4.10 13,636,930 1,547,906
Total Current Assets 288,021,293 202,315,861
Total Assets 5,495,724,397 5,648,401,206
Equity and Liabilities
Equity
Share Capital 4.11 1,065,417,000 1,065,417,000|
Retained Earnings 4.12 170,159,111 98,953,750
Total Equity 1,235,576,111 1,164,370,750
Liabilities
Non-Current Liabilities
Financial Liabilities
Term Loan 4.13 3,803,064,643 4,180,916,565
Employee Benefits Obligation 4.14 5,000,000
Total Non-Current Liabilities 3,808,064,643 4,180,916,565
Current Liabilities
Non-Financial Liabilities
Payables 415 437,907 897,182
Financial Liabilities
Short Term Loars 4.16 389,408,140, 99,000,000
Employee Benefits Obligation 4.14 1,487,329 206,660
Trade & Other Payables 4.17 60,750,267 203,010,049
Total Current Liabilities 452,083,643 303,113,891
Total Liabilities 4,260,148,286| 4,484,030,456
Total Equity and Liabilities 5,495,724,397| 5,648,401,206)
The accompanying notes form an integral part of these Financial Statements. 2 [‘I\ A bs?;;\
/ »'.,"“' i ;:,j--.
As per our report of even dat at‘fh g\\\{é‘ d \
@y Auditeth ¥ (Kathmandy | % |
™ . |
/":‘—-’—:
Guru Prasad Dhakal Ambika Prasad Paudel Yuddha'Raj Oli,
Chairman Director Partner
‘ PYC & Associates
‘_\o Qp\rv\ Chartered Accountants
Dr. Hemanta Kumar Dabadi Binaya K.C.

Director

Date: 2082/09/23
Place: Kathmandu

Chief Finance Officer



Himalayan Power Partner Ltd.
Maharajgunj, Kathmandu

Statement of Profit or Loss and Other Comprehensive Income
For the Period from 1% Shrawan 2081 to 32" Ashad 2082

Staff Bonus Expense
Income Tax Expense

(1,453,171)

In NPR
Particulars Note 32"“Ashad, 2082 31°* Ashad, 2081
Income
Revenue 4,18 744,192,372 516,060,516
Less: Cost of sales 4.19 67,789,746 50,292,739
Gross Profit 676,402,626 465,767,778
Miscellaneous Income 4,20 4,185,304 1,684,685
Total Income 680,587,930 467,452,463
Expenses
Personnel Expenses 4.21 17,531,984 12,565,600
Administrative Expenses 4.22 5,654,659 6,979,170
4.1,4.2,
Depreciation and amortization ;’ 4432 246,687,969 246,540,306
Other expenses 4.23 - 361,408
Total Expenses 269,874,612 266,446,484
Loss from damage of Assets - -
Operating Profit/(Loss) before interest & tax 410,713,318 201,005,979
Finance Cost 4.24 (338,054,786) (463,361,386)

Net Profit/(Loss) before tax
Current Tax
Deferred Tax

71,205,361

(262,355,408)

Profit for the year

Earning Per Share
Earning Per Share (EPS)
Diluted Earning Per Share (DEPS)

6.68
6.68

(24.62)
(24.62)

Other comprehensive income

to profit or loss in subsequent periods
Defined benefit plan acturial gain/(losses)

Other comprehensive income that will not be reclassified

Total other comprehensive income

[Total comprehensive income

[

71,205,361]

(262,355,408)]

The accompanying notes form an integral part of these Financial Statements,

Gurli Prasad Dhakal
Chairman

r
\O) n—&
MS—
Dr, Hemanta Kumar Dabadi
Director

Date: 2082/09/23
Place: Kathmandu

(-.-*

i \
Director

Binaya K.C.
Chief Finance Office

Ambika Prasad Paudel

Yuddha Raj Ol
Partner

PYC & Associates
Chartered Accountants



Himalayan Power Partner Ltd.,
Maharajgunj, Kathmandu
Statement of Cash Flows
For the Period from 1% Shrawan 2081 to 32" Ashad 2082

In NPR
Particulars 32" Ashad, 2082 31* Ashad, 2081
Cash flows from operating activities
Profit or (Loss) for the year 71,205,361 (262,355,408)
Adjustments for:
Depreciation and amortization 246,687,969 246,540,306
Gain on Sale of PPE - (1,649,115)
Loss on Damage of Transmission Line - 361,407
Movements in working capital:
(Increase)/decrease in Financial Assets (107,036,916) (76,239,149)
(Increase)/decrease in Non-financial Assets 33,420,508 102,492,581
Increase/(decrease) in Financial liabilities 149,429,027 (100,532,110)
Increase/(decrease) in Non-Financial Liabilities 4,540,725 (955,675)
Net cash used by operating activities-(A) 398,246,675 (92,337,162)
Net cash used by investing activities
Purchase of Intangible Asset-Software (33,900) (85,712)
Payment For Project Assets (8,271,828) -
Sale proceeds from disposal of PPE - 2,205,000
Insurance Amount received = 2,100,000
Payments for intangible assets - (2,617,510)
Net cash used by investing activities-(B) (8,305,728) 1,601,778
Cash flows from financing activities
Proceeds from the issue of equity share capital - -
Increase/(decrease) in Term Loan (377,851,923) 67,484,522
Net cash generated by investing activities-(C) (377,851,923) 67,484,522
Net increase in cash and cash equivalents-(A+B+C) 12,089,024 (23,250,862)
Cash and cash equivalents at the beginning of the year 1,547,906 24,798,768
Cash and cash equivalents at the end of the year 13,636,930 1,547,906
The accompanying notes form an integral part of these Financial Statements.
‘,_/;,':.‘-3-5\‘\
N As per our report of even date attathied—
= Auditof /.
\r_y)“r . f Kathmandy
- (Ve '

=

-

P,
Yuddha Raj OIi\FCA™ -

Guru Prasad Dhakal Ambika Prasad Paudel
Chairman Partner
PYC & Associates
Chartered Accountants

M-"”j\.

Dr. Hemanta Kumar Dabadi

Director Chief Finance Officer

Date: 2082/09/23
Place: Kathmandu
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Himalayan Power Partner Limited

Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

1.2

13

Himalayan Power Partner Ltd.
Maharajgunj, Kathmandu
Fiscal Year 2081/82

General Information of Reporting Entity

Corporate Information

Himalayan Power Partner Ltd. (hereinafter referred to as the “Company” or “HPPL”) was
incorporated as a Private limited company on 11 June 2004 which was later converted to Public
Limited under the Companies Act, 2063 on 7 July 2013. The company's registered address is Ward
No.3, Maharajgunj, Kathmandu Metropolitan City, Nepal. The Company has been incorporated to
develop a run-of-river type Dordi Khola Hydroelectric Project (27 MW), Lamjung on the Dordi River
to generate, transmit and sell electricity to Nepal Electricity Authority.

HPPL acquired a generation license on 7 July 2011 from Ministry of Energy for the construction,
generation and operation of the project for 35 years. The power purchase agreement (PPA) with
NEA was concluded on 15 June 2012, The project was commercially commissioned on 14" Ashwin
2079 (30" September 2022) and is in smooth operation.

Board of Directors
The composition of Board is as follows:

1 Mr. Guru prasad Dhakal Chairman
2 Mr. Mahendra Raj Adhikari Director
3 Mr. Ambika Prasad Paudel Director
4 Mr. Surya Prasad Adhikari Director
5 Dr. Hemanta Kumar Dabadi Director

Capital Structure of the Company
The capital structure of the company is as follows:

ol e
Authorized Share Capital
27,000,000 No. of Equity shares of Rs. 100 each. 2,700,000,000
Total 2,700,000,000
Issued Capital
15,981,255 Equity shares of Rs,100 each 1,598,125,500
Total 1,598,125,500
Paid up capital
10,654,170 No. of Equity shares of Rs.100 each fully paid up. 1,065,417,000
Basis of Preparation

The Financial Statements have been prepared on historical cost conventions except for c?;tarﬁh%
financial elements that have been measured at fair value, wherever the standard requires or %
allows such measurement. The fair values, wherever used, are discussed in re :

RS o e




Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

The Financial Statement comprises the Statement of Financial Position, Statement of Profit or Loss
and Other Comprehensive Income, Statement of Change in Equity, Statement of Cash Flows and
Notes to Accounts, including Significant accounting policies. The significant accounting policies
applied in the preparation of financial statements are set out below in point number 3. These
policies are consistently applied to all the years presented, except for the changes in accounting
policies disclosed specifically.

2.1 Statement of Compliance
The company has, for the preparation and presentation of financial statements, opted to adopt
Nepal Financial Reporting Standards (NFRSs) from the erstwhile Nepal Accounting Standards
(NASs).

NFRS conform, in material respects, to International Financial Reporting Standards (IFRS) as issued
by the International Accounting Standards Board (IASB). There have been significant changes,
especially due to the inclusion of new standards, from the erstwhile Nepal Accounting Standards
(NASs) to Nepal Financial Reporting Standards (NFRS), even though NASs had been issued in line
with the earlier pronouncements by IASB.

2.2 Reporting Period and approval of Financial Statements
The company follows the Nepalese Financial Year based on the Nepalese Calendar for the
preparation of the financial statements. The company has prepared the Financial Statements for
the period ending on or before 32" Ashad 2082 (16 July,2025), together with the comparative
period data as at and for the period ending 31° Ashad 2081 (15 July 2024).

The Financial Statements accompanied have been adopted by the Board of Directors on its board

meeting held on 2082/09/23 and have been recommended for approval by shareholders in the
Annual General Meeting.

2.3 Functional and Presentation Currency
The company recognizes Nepalese Rupees as its functional Currency. Functional Currency is the
currency of primary economic environment in which the Company operates. If indicators of the
primary economic environment are mixed, then management uses its judgment to determine the
Functional Currency that most faithfully represents the economic effect of the underlying
transactions, events and condition.

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions, and from the translation of monetary assets and liabilities
denominated in foreign currencies at year-end exchange rates, are generally recognized in profit
or loss.

2.4 Accounting Convention, Estimates, Assumptions and Judgements
The preparation of the financial statements is in conformity with Nepal Financial Reporting
Standards. It requires the use of certain critical accounting estimates and 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. In the future, a“fﬁm

» q"‘“ "
results may differ from these estimates and assumptions. The estimates and assumptions | R
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B N
/ g-k [+ 20N 1?11’_-(11‘4‘) ,
pepa r

\

Il




Himalayan Power Partner Limited

Significant Accounting Policies and Notes to the Accounts for the Year ended 32"¢ Ashad, 2082

2.5

2.6

2.7

have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are to be disclosed.

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.,

Change in Accounting Policies

The Company has applied the accounting policies set out in Note 3 along with application of IFRIC-
12. The company, under NFRS, is required to apply accounting policies to most appropriately suit
its circumstances and operating environment.

In determining and applying accounting policies, management is required to make judgements in
respect of items where the choice of specific policy, accounting estimate or assumption to be
followed could materially affect the company’s reported financial position, results or cash flows.
These accounting policies are consistently applied by the company.

Specific accounting policies have been included in the specific section of the notes for each item
of the financial statement which requires disclosures of accounting policies or changes in
accounting policies. The effect and nature of the changes, if any, have been disclosed.

Discounting

Discounting has been applied where assets and liabilities are non-current, and the impact of the
discounting is material. Since the impact of discounting in our financial statements is immaterial,
we haven't applied discounting, and these have been disclosed wherever necessary.

Presentations

The elements of a Statement of Financial Position (SFP) other than equity are presented in order
of permanence by considering current and non-current nature which are further detailed in
relevant sections.

The elements of the Statement of Profit or Loss (P/L) and Other Comprehensive Income (OCI) have
been prepared using classification ‘by nature’ and by ‘function’ method. The details of revenue,
expenses, gains and/ or losses have been disclosed in the relevant section of this notes.

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

The SCE has been prepared to disclose changes in each element of equity. The effect of SCE due
to the effect of restatement as per NFRS has been adjusted and disclosed as an adjustment in
opening retained earnings, wherever necessary.
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2.8 Materiality and Aggregation
In compliance with NAS 1 “Presentation of Financial Statements” each material class of similar
items are presented separately in the Financial Statements. Items of dissimilar nature or functions
are presented separately unless they are immaterial.

2.9 Offsetting
The company offsets Financial Assets and Liabilities and presents the net amount in the Statement
of Financial Position when and only when, it has a legal right to set off the amounts and it intends
either to settle them on a net basis or to realize the assets and settle the liability simultaneously.
Income and expenses are presented on net basis only when permitted under NFRS.

N
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3. Significant Accounting Policies

3.1 Basis of Measurement

The Financial Statements have been prepared on historical cost conventions except for certain
financial elements that have been measured at fair value, wherever the standard requires or allows
such measurement. The fair values, wherever used, are discussed in relevant notes.

3.2 Going Concern
The financial statements have been prepared on a going-concern basis. The company has a
reasonable expectation that it has adequate resources to continue in operational existence for the
foreseeable future. In preparing the financial statements, management has assessed the entity’s
ability to continue as a going concern, disclosing as applicable matters related to going concern and
using the going concern basis of accounting. Management does not have any intention to liquidate
the entity or to cease operations..

3.3 Effect of changes in foreign exchange rates
The company has a policy of converting the foreign currency transactions into functional currency
using the exchange rate prevailing on the date of the transaction.

Monetary assets and liabilities denominated in foreign currency are converted into the reporting
currency of the company using the rates prevailing on the reporting date. The resulting gain or loss
due to such conversion is recognized in the statement of profit or loss.

3.4 Property, Plant and Equipment
Property, plant and equipment (PPE) are tangible items that are held for use and in the supply of
electricity and ancillary to it, or for administrative purposes; and are expected to be used for more
than one period. The cost of an item of PPE is recognized as an asset when it is probable that future
economic benefits associated with the item will flow to the entity and the cost of the item can be
measured reliably. An item of PPE that qualifies for recognition as an asset is measured at its cost.

Initial Measurement
Property, Plant and Equipment (PPE) are stated in the Statement of Financial Position at their cost.

The initial cost of PPEs includes the purchase price and directly attributable cost for bringing the
asset to the location and conditions necessary for it to be capable of operating in the manner
intended by management.

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

Subsequent Measurement

Property, Plant and Equipment (PPE) are stated in the Statement of Financial Position at their cost

less accumulated depreciation and accumulated impairment losses, if applicable. Subsequent }HS\;;&'E;\

that do not qualiwe recognition criteria under NAS 16 are expensed as and when incurred,/ —/ N
L
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Depreciation

The management has estimated that the cost equals the depreciable amount of the depreciable
asset and thus the cost (depreciable amount) is systematically allocated as depreciation based on
the expected useful life of an asset. Management considers that the diminishing balance method
(DBM) of calculating depreciation would be the appropriate method considering the pattern of
inflow of economic benefits from the use of these assets.

The residual values, useful lives and depreciation methods of assets are reviewed annually, and if
expectations differ from previous estimates, changes are made in the estimates and are accounted
for as a change in accounting estimates in accordance with NAS 8.

Impairment

Impairment of an item of PPE is identified by comparing the carrying amount with its recoverable
amount. If individual assets do not generate future cash flows independently of other assets,
recoverability is assessed on the basis of cash-generating (CGU) to which the asset can be allocated.

At each reporting date, the company assesses whether there is any indication that an asset may
have been impaired. If such an indication exists, the recoverable amount is determined. The
recoverable amount of a CGU is determined at the higher of fair value less cost to sell on disposal
and value-in-use.

De-recognition

As an item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use or disposal of the asset. Any gain
or loss arising on the disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sales proceeds and the carrying amount of the asset and
is recognized in profit or loss.

Depreciation Method

Depreciation is recognized so as to write off the cost of assets (other than properties under
construction) less their residual values over their useful lives. The depreciation method has been
selected considering the pattern of inflow of economic benefits to the organization.

The residual values, useful lives and depreciation methods of assets are reviewed at least ann ually,
and if expectations differ from previous estimates, changes are made in the estimates and are
accounted for as a change in accounting estimates in accordance with NAS 8.

Depreciation is provided on the written down method based on the estimated useful lives of the
assets determined by the management. Depreciation on additions to PPE is charged on a 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

Building & Structure
Furniture

Office Equipment

Telephone System

Television

Computer, UPS & Accessories
Office Partition & Furnishing
Vehicles

Plant and equipment

S




Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

3.5 Intangible Assets/Project Assets

An intangible asset is recognized if it is probable that the extended future economic benefits that
are attributable to the asset will flow to the entity and the cost of the asset can be measured reliably.

Intangible Assets with Finite Lives

The company has recognized assets from Service Concession Arrangement under IFRIC 12 as Project
Assets during the phase of construction and the same has been recognized as Intangible Assets
during the year when it has the right to charge for the use of the concession infrastructure,

All the expenditure incurred till the date of commercial operation (i.e. 13 Ashwin, 2079) has been
capitalized under Project Assets/Construction Assets and subsequently transferred to Intangible
Assets. These project assets (i.e. Intangible assets with finite useful lives) are carried at cost less
accumulated amortization and accumulated impairment losses.

Subsequent expenditure is capitalized only when it is probable that future economic benefits
associated with the item will flow to the entity and the cost of the intangible asset can be measured
reliably.

Amortization

Amortization is recognized on a straight-line basis over their estimated useful lives, and is generally
recognized in the statement of profit or loss. The estimated useful life, residual values 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 Asset is amortized on
SLM basis from the date of Commercial Operation (30 September 2022 i.e. 14 Ashwin 2079) up to
the license expiry date of 7 July 2046. Consequently, entire Intangible Assets would be amortized
over 8682 days.

De-Recognition of Intangible Assets

An intangible asset is derecognized on disposal, or when no future economic benefits are expected
from use or disposal. Gains or losses arising from the de-recognition of an intangible asset, measured
as the difference between the net disposal proceeds and the carrying amount of the asset, are
recognized in statement of profit or loss when the asset is derecognized.

Impairment of assets

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

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested
for impairment at least annually, and whenever there is an indication that the asset may be-//'hw
impaired. r'--"’.'-/_\\i“"
- \ % |
£
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The recoverable amount is the higher of fair value less costs to sell and value in use. In asses ing @)&T:ar
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value in use, thg:itimated future cash flows are discounted to their present value using a pre- ¥

NOLL /@/



Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset or cash-generating unit.

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

When an impairment loss subsequently reverses, the carrying amount of the asset (or 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 Joss is recognised immediately in the statement of profit or loss.

Computer software is amortized over an estimated useful life of 5 years on a straight-line basis.

3.6 Non-Financial Assets & Impairment
Non-Financial Assets refer to those assets that are not traded on the financial market. Non-Financial
Assets majorly include Advance to Supplier, Staff Advances and Advance Tax and Prepaid expenses.

Prepaid expenses are the amount paid for the period beyond the financial period covered by the
Financial Statements. These will be charged as expenses in the respective period for which such
expenses pertain to.

Non-financial assets do not carry any interest and are measured at the carrying amount at which
the item is initially recognized. less any impairment losses, i.e., stated at their nominal value as
reduced by appropriate allowances. Such allowances are affected by way of write-downs based on
the estimated irrecoverable amount. The company estimates the expected loss on these amounts
in the form of impairment.

Non-financial assets are written off when management deems them not to be collectible.

3.7 Financial Instruments
i. Financial Assets and Financial Liabilities

Financial asset is any asset that is:
a) Cash
b) An equity instrument of another entity.
c) A contractual right
i. to receive cash or another financial asset from another entity; or
ii. to exchange financial assets or financial liabilities with another entity under conditions
that are potentially favourable to the entity; or
d) A contract that will or may be settled in the entity's own equity instruments and is
i. a non-derivative for which the entity is or may be obliged to receive a variable number
of the entity's own equity instruments; or /E:EEE-E
ii. a derivative that will or may be settled other than by the exchange of a fixed amount- . ¢
of cash or another financial asset for a fixed number of the entity's own eglity
instruments.
Financial assets are classified under following categories as required by NFRS 9, namely,
e Designated at Fair Value through Profit or Loss,
¢ Designated at Fair Value through Other Comprehensive Income,
' e
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iv.

e At Amortized Cost

A financial liability is any liability that is:
a) contractual obligation:
(i) todeliver cash or another financial asset to another entity; or
(i) to exchange financial assets or financial liabilities with another entity under conditions that
are potentially unfavorable to the entity; or

b) a contract that will or may be settled in the entity’s own equity instruments and is:
(i) anon-derivative for which the entity is or may be obliged to deliver a variable number of
the entity’s own equity instruments; or
(i) a derivative that will or may be settled other than by the exchange of a fixed amount of
cash or another financial asset for a fixed number of the entity’s own equity instruments,

Financial Liabilities under NFRS 9 are to be classified as
¢ Designated at Fair Value through Profit or Loss
e At Amortized Cost

Recognition and Measurement

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and liabilities (other than financial
assets and liabilities at fair value through profit or loss) are added to or deducted from the fair value
of the financial assets or financial liabilities as appropriate, on initial recognition. Transaction cost
directly attributable to the acquisition of financial assets or financial liabilities at fair value through
profit or loss are recognized immediately in statement of profit or loss.

Subsequent Measurement

Currently, financial asset and financial liabilities consist of only cash and cash equivalents, deposits,
Security Margins, other deposits, unsecured loan, sundry creditors, staff & other payables including
bonus payable which are subsequently measured at amortized cost using effective interest method,
less any impairment.

Effective Interest Method

The effective interest method is a method of calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts)
through the expected life of the financial instrument, or, where appropriate, a shorter period, to the
net carrying amount of the financial instrument.

Impairment of Financial Assets

Financial assets are assessed for indicators of impairment at the end of each reporting period.

Financial assets are considered to be impaired when there is objective evidence that, as a result of "

one or more events that occurred after the initial recognition of the financial asset, the est%mate,dﬁ:’lg;ga:;-.
future cash flows of the investment have been affected. /"'/“'—'\{Tr !

’ - !/K?‘;}kandu *.‘
\o {"V Hpal &
Qg ¢ | e - u”




Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

vi. De-recognition of Financial Assets and Financial Liabilities

The Company de-recognises a financial asset only when the contractual right to the cash flows from
the assets expire, or when it transfers the financial asset and su bstantially all the risks and rewards
of ownership of the asset to another entity. If the Company neither transfers nor retains
substantially all the risks and rewards of ownership and continues to control the transferred asset,
the Company recognises its retained interest in the asset and an associated liability for amounts it
may have to pay. On de-recognition of a financial asset in its entirety, the difference between the
asset's carrying amount and the sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other comprehensive income and accumulated
in equity is recognised in the Statement of profit or loss.

The Company derecognises financial liabilities when, and only when, the Company's obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is recognised in the Statement of
profit or loss.

vii. Offsetting of Financial Instruments
The company offsets the financial assets and liabilities and presents the net amount in the
Statement of Financial Position when and only when, it has a legal right to set off the amounts and
intends either to settle them on a net basis or to realize the assets and settle the liability
simultaneously.

3.8 Trade and Other Receivables
Trade and other receivables represent amounts due from customers for goods sold or services
rendered in the ordinary course of business and other amounts receivable. Trade & Other
Receivables comprises of receivable from Nepal Electricity Authority.

3.9 Cash and Cash Equivalents
Cash and cash equivalents include deposit account balances maintained with banks and financial
institutions. This enables the Company to meet its short-term liquidity requirements. The carrying
amount of cash and cash equivalents approximates their fair value. They are readily convertible to
a known amount of cash and are subject to an insignificant risk of change in value. These balances
have been used as Cash and Cash Equivalents for the presentation of Statement of Cash Flows (SCF)
as well.

3.10 Equity Share Capital
The company applies NAS 32, Financial Instruments: Presentation, to determine whether funding is
either a financial liability (debt) or equity. Issued financial instruments or their components are
classified as liabilities if the contractual arrangement results in the company having a present
obligation to either deliver cash or another financial asset, or a variable number of equity shares, to
the holder of the instrument. If this is not the case, the instrument is generally an equity instrument.

SS0C,
Share capital represents the nominal value (NPR 100) of ordinary shares that have been issued. T h ""'

company has a single class of equity shares. Accordingly, all equity shares rank equally with re rd.u
to dividends and shares in the Company's residual assets. The equity shares are entitled to rec ‘63'%‘3 #
dividends as declared from time to time. q 5
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3.11 Reserves
The reserve of the company constitutes of Retained Earnings.
Retained Earnings
Retained earnings include the accumulated profit and loss and amount retained by company after
distribution of dividends.

3.12 Employee Benefits
Employee Benefits
Employee benefits comprise short-term benefits, post-employment benefits, and other long-term
benefits provided to both technical (direct project staff) and non-technical (administrative) staff.
Employee benefits incurred up to the date of commercial operation for all staff have been
capitalized as part of project assets (assets under construction).

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 a present or constructive
obligation to pay this amount as a result of past service provided by the employee and the obligation
can be estimated reliably.

Post-Retirement Benefits

Defined contribution plan

Payments to defined contribution plans are recognized as an expense when employees have
rendered service entitling them to the contributions.

3.13 Provisions, Contingent liabilities and Contingent assets

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources em bodying economic benefits will
be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. When the Company expects some or all of a provision to be reimbursed, for example,
under an insurance contract, the reimbursement is recognised as a separate asset, but only when
the reimbursement is virtually certain. The expense relating to a provision is presented in the
statement of profit and loss net of any reimbursement.

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 recognised as a finance cost.

Contingent Liabilities

A contingent liability is a possible obligation that arises from past events whose existence will be
confirmed by the occurrence or non-occurrence of one or more uncertain future events beyond the

control of the Company or a present obligation that is not recognized because it is not probable that

an outflow of resources will be required to settle the obligation. A contingent liability also arises in
extremely rare cases where there is a liability that cannot be recognized because it cannot be
measured reliably. The Company does not recognize a contingent liability but discloses its existenc <hssoe
in the financial statements. ; JA{GP .\_‘
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Contingent Assets
The Company discloses contingent assets where it is possible that future economic benefits will flow
to the Company in the financial statements.

3.14 Long- term Borrowing:
Borrowing that are expected to be settled after 12 months’ period is recognized in long term
borrowing. It includes loan borrowed from consortium banks for the purpose of
construction/development of project (project assets/contract assets) used for generation and
transmission of electricity. The term loan had been disbursed on the basis of expenses being
incurred for the project.

3.15 Trade and other payable
The Company recognizes trade payable for amount payable by the Company for goods purchased
or services availed and advance received as a part of business operation. Such amounts are
classified as Trade Payables and are initially recognized at fair value and subsequently measured at
amortized cost. The fair value of such trade and other payable is equivalent to their ca rrying amount.
Hence, Trade and other payables are stated at their cost,

3.16 Revenue Recognition

Revenue from the sale of electricity is recognized upon issuance of invoices to the Nepal Electricity
Authority (NEA) in accordance with the Power Purchase Agreement (PPA). The Company was
supplying electricity to NEA pursuant to the decision of the Coordination Committee (CC) dated
2079.04.08, under a contingency plan, whereby generation is carried out as per dispatch instructions
issued by the Load Dispatch Centre (LDC) of NEA till previous fiscal year, In Current Fiscal year,
revenue has been recognized in line with the provisions of the CC decision/minutes of 2080/12/04
under which previous contingency plan was amended and dispatchable condition has removed.

3.17 Income taxes
Income Tax expenses represent the sum of the current tax and deferred tax.

Current Tax

Current tax, which comprises expected tax payable, is based on the taxable profit or loss for the year
determined in accordance with prevailing Nepalese tax laws and includes adjustments to tax
payable or receivable in respect of prior years, if any. The current tax liability is computed by the
Company under the self-assessment system based on the applicable provisions of the Income Tax
Act and Finance Act issued thereunder from time to time.

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 tax assets are generally recognized for all deductible temporary differences to the extent
that is probable those at taxable profits will be available against which those deductible temporary
differences can be utilized. /s
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3.18

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that is no longer probable that sufficient taxable profit will be available to
allow all or part of the asset to be recovered.

Deferred Tax Liabilities (DTL) and Deferred Tax Assets (DTA) are measured at the tax rates that are
expected to apply in the period in which the liability is settled or the assets realized, based on tax
rates (and tax laws) that have been enacted or substantively 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 liabilities.

Tax Holiday

Under Section 11 (3d) of the Income Tax Act, 2002 (as amended by the Finance Act 2023), 100% of
the income from the hydropower project for the first 10 years is exempted and additionally 50% tax
rebate will be provided on income for subsequent 5 years if the hydropower project commences
commercial operation by 12 April 2028,

As the company is currently under a tax holiday period, no temporary differences have arisen.
Accordingly, no deferred tax assets or liabilities and no provision for income tax have been
recognized for the reporting period.

Earnings Per Share
Basic earnings per share have been computed by dividing the profit or loss attributable to ordinary
equity holders of the entity by the weighted average number of ordinary shares outstanding during
the financial year.

TN e
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4.4

4.5

4.6

4.7

Investment

The company has made an investment in equity shares of Hydro Support Pvt. Ltd. which is developing
Madhya Kali Gandaki Hydropower Project (53.53MW). Investment has been recognized on actual cost
of acquisition and same amount has been considered for subsequent measurement too, where initial
cost of acquisition is assumed to be the fair value of investments on non-readily available of market
price of the shares acquired.

In NPR

Investment in quity Shares -Hydro Support Pvt. Ltd. 5,500,000 5,500,000
Advance for Share Capital 33,900,000 33,900,000

Advance for Share Capital includes the advance given to Hydro Support Pvt. Ltd., which is developing
Madhya Kali Gandaki Hydropower Project (66.30MW), with respect to share capital.

Advance & Deposits

Advances given to staff will be adjusted against the service provided by the staff to the company in
the due course of time. Advance to Supplier will be settled in the due course of business transaction.

_ In NPR
— ce D — sEh yryen 1,95,55 .
Advance to Suppliers 4,379,733 4,461,889
Advance for Right Share issue related charge 1,064,500 -
Rasuwa Construction Pvt. Ltd. ( DHP/Civil/02) - 35,077,981
Advances for Land Purchase 4,243,590 4,315,356
Advance Tax

Advance tax includes advance tax deposited by parties on behalf of the company is as below

In NPR

. da e Tax . .. .. . L 4,736,734

Prepaid Expenses
Prepaid expense pertains to the insurance and internet related expenses of the following financial
year.

In NPR

Prepaid Expenses
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Himalayan Power Partner Limited

Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

4.8

4.9

4.10

Security Deposits
Deposits and margins with fixed or determinable payments are expected to be recovered. The details
are as below:

In NPR

49,860 47,360
2772913 | 2,778,913

Scu rity Deposit
Bank Guarantee __ Margin

Trade & Other Receivables

Trade and other receivables represent amounts due from customers for goods sold or services
rendered in the ordinary course of business and other amounts receivable. Trade & Other Receivables
comprises of receivable from Nepal Electricity Authority (NEA).

In NPR

Nepal Electricity Authority 247,242,374 140,201,958

Cash and Cash Equivalents

This includes cash in hand and the balance with banks and financial institutions which can be used by
the company for management of its short-term commitment. The carrying amount of cash and cash
equivalents approximates their fair value.

In NPR

Cash in hands = - . -

Bank Balance: 13,636,930 1,547,906
Global IME Bank Ltd 0101010007532 5,000 5,000
Himalayan Bank Ltd 2,957 2,957
Kumari Bank Limited 4,142 4,142
Nabil Bank A/c 12,513,522 1,047,043
Nepal Bangladesh Bank Ltd 15,092 15,092
Nepal Investment Mega Bank Ltd 134,133 -
Prime Bank Ltd 473,468 5,000
Sunrise Bank Limited 18,652 -
Global IME Bank 0111010010342 Call A/C - 100,505
Global IME Bank Ltd-30101010001904 367,420 367,420
Global IME Bank 0111010010342 101,798 -
Global IME Bank Ltd (1101010000613) 747 747
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Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32"¢ Ashad, 2082

4.11 Share Capital
The position of share capital as on the reporting date is as below:

In NPR

Authorized are Capital

27,000,000 No. of Equity shares of Rs. 100 each. 2,700,000,000 2,700,000,000
Total 2,700,000,000 2,700,000,000
Issued Capital

10,654,170 No. of Equity shares of Rs.100 each (31% Ashad

2081

15,93)1,255 No. of Equity shares of Rs.100 each (32" Ashad | 98125500 | 1,065,417,000
2082)

Total 1,598,125,500 1,065,417,000

Paid up capital
10,654,170 No. of Equity shares of Rs.100 each fully paid

up.

1,065,417,000 1,065,417,000

4.12 Retained Earning
Itis the accumulation of a company’s net profit or loss that is directly transferred from the statement
of profit or loss.

In NPR

P o b ashiad, 2089 shad, 2081
Opening Balance 98,953,750 361,309,158
Profit/(Loss) during the period 71,205,361 (262,355,408)

4.13 Term Loan
It includes loan borrowed from consortium banks for the purpose of construction/development of
project (project assets/contract assets) used for generation and transmission of electricity. The term
loan had been disbursed on the basis of expenses being incurred for the project. Following is the
details about the outstanding loan balance.

In NPR

Prabhu Bank Ltd 233,326,070 242,793,650
Nepal Investment Mega Bank Ltd. 693,966,860 -
HIDCL 769,545,499 800,197,700
Machhapuchhre Bank Ltd B 406,789,100
Nabil Bank Ltd 1,309,138,714 1,373,552,650
Prime Commercial Bank Ltd 1,031,462,500 1,073,065,000
Laxmi Sunrise Bank Ltd B 284,518,465
Less: Current Portion: (234,375,000)




Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

4.14 Employee Benefits Obligation
Provision for employee benefits represents the Company’s obligation towards salaries, bonuses, and
gratuity payable to employees. Salaries and bonuses are recognized as current liabilities, while gratuity
is classified as a non-current liability. The Company has not carried out actuarial valuation but has
recognized provision for gratuity based on management’s internal assessment and self-certification
considering employees’ service period and past payment practices.

In NPR

on-Crnt Liabilities
Provision for Gratuity Expenses 5,000,000 -

Current Liabilities
Salary Payable 206,660
Provision for Staff Bonus

4.15 Payables
Payables mainly consist of amounts that the company owes to a government authority. These also
include taxes payable. These amounts have been initially recognized at cost and are continued to be
recognized at cost as it fairly represents the value to be paid since it does not include interest on

payment.
In NPR
TDS on Audit Fee 3,225 2,250
1% social security tax 17,895 25,608
TDS on Salary 60,000 431,570
TDS on Other 356,788 345,738
Other Payable - 92,015

4.16 Short Term Loan
Short term loan comprises of working capital loan and the Fixed Term Loan (FTL) payable within 12
months. The company has borrowed these short-term sources of fund for meeting the working
capital requirement of the company. Details of the loan is tabulated below:

In NPR
Bridge Gap Loan
Nepal Investment Mega Bank Ltd. 56,033,140 -
Working Capital Loan
FTL Payable within 12 months 234,375,000 -
Prime Commercial Bank Ltd 49,500,000 49,500,000
Nabil Bank Ltd 49,500,000 49,500,000
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Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32"¢ Ashad, 2082

4.17 Trade & Other Payable

Trade and Other Payables mainly consist of amounts the Company owes to suppliers that have been
invoiced or are accrued. These amounts have been recognized and presented at cost.

In NPR
Audit Fee Payable 239,725 167,250
Retention money 47,025,824 91,224,108
Provision for Expenses 5,862,267 21,707,887
7,622,450 89,910,804

4,18 Revenue
Revenue from the sale of electricity is recognized upon issuance of invoices to the Nepal Electricity
Authority (NEA) in accordance with the Power Purchase Agreement (PPA). The Company was
supplying electricity to NEA pursuant to the decision of the Coordination Committee (CC) dated
2079.04.08, under a contingency plan, whereby generation is carried out as per dispatch instructions
issued by the Load Dispatch Centre (LDC) of NEA till previous fiscalyear. In Current Fiscal year, revenue
has been recognized in line with the provisions of the CC decision/minutes of 2080/12/04 under which
previous contingency plan was amended and dispatchable condition has removed.

In NPR

| 744192372 | 516060516

Sales of elricity

4,19 Cost of Sales
Cost of sales represents costs directly attributable to the generation of revenue during the year. It
includes direct operating costs, employee costs directly related to operations, and other expenses
incurred in delivering goods or services to customers in the ordinary course of business. These costs
are recognized in the same period as the related revenue. The details of cost of sales are tabulated as

follows:
In NPR
Royalty Expense 15,403,847 13,011,570
Fuel Expenses 893,595 239,927
Turbine Qil 436,632 80,300
Salary Expense 13,852,454 15,283,213
Wages 465,748 409,250
Operation & Maintenance Expense 17,622,231 2,012,595
Travelling & Field Visit Expense 731,321 621,219
Spare & Consumable Expenses 175,602 45,973
Security Service Expense 2,188,720 2,178,990
Electricity Expense 549,622 853,748
Telephone & Internet Expense 284,685 120,121
Site Office Expense 896,636 1,095,755
Mess Expense - 34,856
Compensation Expense 249,500 4,405,744 .
Environmental & Mitigation Expense - 121,500 A ;ﬁ*‘-“%{;’;- .
Social Support Expense 648,900 100,000-. ,-/'—_\“‘
Safety Expense 116,955 ' x

ML\.,S\'M
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Himalayan Power Partner Limited

Significant Accounting Policies and Notes to the Accounts for the Year ended 32"9 Ashad, 2082

Trnsrnission m 22v Maryangdi orrior .' 4,0,000 |
Iurance Expene 9,223,299

4.20 Miscellaneous income

4.21

4.22

Included in other income are those items that are non-recurring & which are not related to the
principal activities of the company and therefore cannot be classified as revenue under the normal
course of business. Other incomes are recognized when the amounts can be reliably measured and
the amount is probably received.

Agency Fee Reversed income Includes waiver of agency fee of NPR 2,104,249 of Previous Year.

In NPR

Bank Interest 1,521 35,570

Agency Fee Reversed income 2,104,249 -
Gain on sale of Asset - 1,649,115
Transmission Line Bay Sharing income 2,079,534 -

Personnel Expenses
Personnel expenses comprise salaries, festival allowances including Dashain expenses, and gratuity
expenses recognized in respect of employees for services rendered during the year.

"’.‘\‘:'-' . T ,&‘:_géﬁ" '-,§,§'§ T |_<- e '%& e rl -
Head Office Salary 11,901,216
Dashain Expenses 630,768 -
Gratuity Expenses 5,000,000

Administrative Expenses
Administrative Expenses relate to those expenditures that are incurred for office management of the
company. The detail of the administrative expenses is as under:

In NPR

Fuel & Transportation Expenses 797,123 868,980
Security Service 373,126 373,126
Office Rent 553,200 553,200
Printing & Stationery Expense 49,745 100,375

| Registration & Renewal Expense 183,755 308,410
Annual Fee 333,560 -
Audit Fee 226,000 169,500
Tax Audit Fee 16,950 169,500
Water & Electricity Expenses : 97,604 101,839
Legal Services Charges 27,875 118,000
News Paper, Notice &Publication Expenses 124,772 179,280
Office Expenses 196,620 263,925}»:{\' ‘;g;c}\
Repair & Maintenacg 229,864
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Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

4.23 Other Expense

There is no any other expense during the year.

ther Expense

Telephone & Internet Expense 175,469 95,089
Staff Picnic Expense - 427,860
Medical Expense 60,000 463,898
Travelling & Field Visit Expense 34,125 363,956
Meeting Allowance 293,400 187,000
Meeting Expense 57,750 11,280
AGM Expense 332,694 221,506
Consultancy Expense 316,400 583,700
Membership Expense - 60,000
Refreshment Expense - 53,199
Advertising Expenses-L 65,680 -
Rating Expense 338,638 395,500
| Right Share Issue related Charge . .
Share Ragistra Service Expense 121,000 110,000
Bank Charge 28,346 23,764
Donation 143,000 92,726
Miscellaneous Expense 96,201 39,520
Enviromenta & Social Expense 309,994 -
Land lease Expense 71,767
Web Hosting Charge 22,600

4.24 Finance Cost

Finance costs comprises of interest expense with respect to loan outstanding & other bank charges

charged by the bank.
In NPR
Interest Expenses 331,694,216 454,525,789
| Agency Fee 1,048,101 4646945.25
Loan Prepayment Charge 3,437,469 4,188,652
Loan Management Fee 1,875,000 -

WM&/@(
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Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

5. Disclosure and Additional Information

5.1 Financial Risk Management

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s
risk management framework. The risk management framework is intended to ensure that risks are
managed with due diligence and care.

The Company’s risk management policies are established to identify and analyze 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 cha nges in market conditions and
the Company’s activities. The Company, through its training and management standards and
procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations.

Market risk
The Company currently has no transactions under financial market, which expose it primarily to the
financial risks of changes in interest rates.

Credit risk management
Credit risk refers to the risk that counterparty will default on its contractual obligation resulting in
financial loss to the Company. At the reporting date, the Company is not exposed to credit risk.

Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board of Directors who have
established an appropriate liquidity risk management framework for the management of the
Company’s short-term, medium-term and long-term funding and liquidity management
requirements,

Operating Segment

The company is engaged in the business of generation of electricity from its hydropower project
situated in Nepal. The generated electricity will be sold to the Nepal Electricity Authority. Accordingly,
the company has only one operating segment. Since the relevant information is available from the
Statement of Financial Position and the Statement of Profit or Loss and Other Compressive Income
itself, there are no additional disclosures, to be provided in terms of NFRS 8: Operating Segments.

Service Concession Arrangement

Revenue from service concession arrangement is recognized based on the principles laid down in IFRIC
12. Revenue relating to construction services under a service concession arrangement is recognized
based on the stage of completion of the work performed.

HPPL obtained an operation license from Department of Electricity Development (DOED) on Kartik 20,
2068 for the period of 35 years to construct and operate a 27 MW Hydroelectric project, and the license
expires on Kartik 19, 2103. This is a service concession arrangement based on the IFRIC 12. The
agreement between the Company and NEA conferred the right to the Company to implement the
project and recover the project cost and reasonable return, through the sale of electricity to NEA as
per the rate provided by the Power Purchase Agreement (PPA) between the Company and NEA. P fﬂﬂ:s:bc
As per the terms of license, the license grantor will have control on residual interest it the/ "\
infrastructure (project assets) at the end of the term of the arrangement (licenses period). k o %

NEA shall purchase the contractual energy generated by HPPL as specified in the PPA agreem\
subject to the ability of HPPL to generate§c\h electricity.
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Himalayan Power Partner Limited
Significant Accounting Policies and Notes to the Accounts for the Year ended 32"¢ Ashad, 2082

HPPL recognized the project assets as intangible asset as on 14 Ashwin, 2079 from Service Concession
Arrangement, which will be returned to the Government of Nepal on the expiry of the license period
when it has the right to sell the electricity generated by the hydropower. Intangible assets are
measured at cost less accumulated amortization and accumulated impairments.

5.2 Related Party Disclosure

Identification of related parties

For the purposes of these financial statements, parties are considered to be related to the company if
the Company has the ability, directly or indirectly, to control or jointly control the party or exercise
significant influence over the party in making financial and operating decisions, or vice versa, or where
the Company and the parties are subject to common control. Related parties may be individuals or
other entities. Related parties also include key management personnel defined as those people having
authority and responsibility for planning, directing and controlling the activities of the Company either
directly or indirectly. The Company has not identified any related parties and/or transactions with
them.

Significant Shareholders
Significant Shareholders includes shareholders holding shares more than 2% of the Company.

1 | NRN Infrastructure & Development Ltd. 1,713,920 16.09%
2 | Chandra Prasad Dhakal 533,455 5.01%
3 | Pineridge Holdings Pvt. Ltd. 363,518 3.41%
4 | IME Holdiﬂg Pvt. Ltd. 315,150 2.96%
5 | Shyam Sundar Kandel 291,000 2.73%

Key Managerial Personnel
Key Managerial Personnel of the Company are:

el el IRERt. i ?‘w-_
1 Guru Pd. Dhakal Executive Director 5,361,320.00
Munna Shakya Project Manager 3,158,004.00
3 Dhiraj Sigdel Plant Manager 2,380,800.00

5.3 Events after the reporting date
The company monitors and assess events that may have potential impact to qualify as adjusting and/or
non-adjusting events after the end of the reporting period. All adjusting events are adjusted in the
books with additional disclosures and non-adjusting material events are discloses in the notes with
possible financial impact to the extent ascertainable. There are no material events that have occurred
subsequent to 16th July 2025 till the signing of the financial statement.

5.4 Reclassification of previous year’s figures /._.\q, \
The presentation and classification of financial figures relating to previous period are regroliped s
reclassified where relevant to facilitate consistent presentation and better comparability. (‘ @
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Himalayan Power Partner Limited

Significant Accounting Policies and Notes to the Accounts for the Year ended 32" Ashad, 2082

5.5

5.6

5.7

Provision for Bonus
The company has created the staff bonus provision of two percent of net profit as per the Electricity
Act, 2049 amounting to NPR. 1,453,171

Proposed Dividend
The Company has not proposed any cash dividend or bonus shares for the financial year ended FY
2081/82.

Contingent Liabilities
There are Cash Margin and Bank Guarantee as contingent liabilities for the company as of 32" Ashad
2082. These guarantees represent potential obligations that may arise if the Company fails to fulfill its

contractual requirgments.
A ;‘K
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