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INDEPENDENT AUDITOR'S REFORT
TO THE SHAREHOLDERS OF SWET-GANGA HYDROPOWER & CONSTRUCTION LTD.

HEPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

OPINION

We have audited the accompanying financial statements of Swel-Ganga Hydropower & Construction Ltd.
(the "Company” ), which comprise the Statement of Financial Position as at Ashad 32, 2079 (July 16, 2022),
and the Statement of Profit or Loss, Statement of Other Comprehensive Income, Statement of Cash Flow
and Statement of Changes in Equity for the vear then ended, and notes to the financial statements, including
a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Swet-Ganga Hydropower & Construction Lid. as at 32 Ashad, 2079 (16 July 2022), and of 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 MNepal Standards on Auditing (NSAs). Our responsibilities
under those standards are further described in the Auditors Responsibilities for the Audit of the Financial
Statements section of our Report. We are independent of the Company in accordance with the [CAN's
Handbook of Code of Ethics for Professional Accountants together with the ethical requirements that are
relevant to our audit of the financial statements in Nepal, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and ICAN's Handbook of Cede of Ethics for
Professional Accountants. We believe that the audit evidenee we have obtained is sufficient and appropriate
to provide a hasis for our opinion.

RESPONSIBILITY 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 Financial Reporting Standards 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 ahility 1o
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 liguidate the Company or o cease
operations, or has no realistic alternative but to do sa.

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

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

Ohur abjectives 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 high level of assurance, bul is not a puarantee that an audit conducted in
accordance with NSAs will always detect a material misstatement when it exists. Misstatement can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial statements,
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As part of an audit in accordance with NSAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

* Identify and assess the risk of material misstatement of the tinancial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtained audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

= QObtain 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 purposes of expressing an opinion on the
effectiveness of the Company’s internal control,

= [valuate the appropriateness of accounting polices used and the reasonableness of accounting
estimates and related disclosures made by the management,

* Conclude on the appropriateness of the 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 poing concern. It
we conclude that a material uncertainty exists, we are required to draw attention in our auditor' report
to the related disclosures in the financial statements or if such disclosures are inadequate, to modify
our opinion. Qur conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the Company to cease to continue as a going
concern., ;

= Ewaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events ina
manner that achieves fair presentation.

= Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the audit. We remain solely responsible
for our audit opinion,

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.

REPORT ON THE REQUIREMENTS OF COMPANY ACT, 2063

We have obtained all information and explanations, which to the best of our knowledge and beliet were
necessary for the purpose of our audit. In our opinion, the statement of financial position, profit and loss,
other comprehensive income, changes in equity and cash flows have been prepared in accordance with the
provisions of Companies Act, 2063 and conform to the books of accounts of the Company and the books
of accounts and records are properly maintained in accordance with the prevailing laws.

During the course of our audit, we did not come across the cases where the Board of Directors or the
representative or any employee of the Company has acted deliberately contrary to the provisions of the law
or caused loss or damage to the Company or misappropriated funds of the Company, nor have we been

informed of any such case by the management
UQ"‘" %
|

Date: 6™ Poush 2079 aju Kumar Sibakoti
Place: Kathmandu Partner
UDIN: 221223CA001125MxBu - JBRH & Co.

Chartered Accountants
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.
Kathmandu, Nepal

STATEMENT OF FINANCIAL POSITION
As al Ashad 32, 2079

Assets ]

Non Current Assels
Property, Plant & Equipment 4.9 19,940,061 24,338,182
Intangible Assets 4.10 5,882,267,781 4,161,809,699

Defe:rred Tax ﬁ.asets 4.11 5,383,180

Currenl Ass:cla B

Advanee and Receivables 4.12 126,553,377 240,650,134
ither Current Assets 4.13 1,905,500 2,231,127
Cash and cash equivalents 4.14 27,024,955 1,569,477

Current iax assets_ 4.15 3,651,698 3,560.99

Equﬂy..

Share Capital 4.16 1,365,997, 500 TO0030, 700

Other Equity

Other Reserves 4.17 954,237 258,876
107,613,861 ’ (69.717.500)

Lmb:lmﬂ

Non Current Liahilities

Financial Linbilitics

Mon current Bormrowings 4.19 4,249,620,188 2.863,843,593

MNon current Other Financial Liabilities 4,20 363,768,102 303,099,204

PI‘DVESIUIIS 4.21 1,501,602 1,545,162
Current Liabilities |4 999 907 | 3.168,487.059

(.urrent Liahilitim

Other Financial Liabilties

Current Borrowings 4,22 169,850,998 270,747.222

Current Other Financial Liabilities 4,23 19,917,270 363,767,738

Cm'n':m Other Liahlhtles 4,24 2,930,516 2 i, 29{]

CA Komal Bhat Kanhaiya Kumar Manandhar 5 nti Miraula l.’)]ha CA H:dhy ridhi \|gr1e1
Asst. Manager-Finanee Director Director Director
: "&;‘ As per our report of even
7z
fﬁ e Bl g1 =k
Dr. Subarma Das Shres Dr. Manik restha (A Raju Kumar Sibakoti
Executive Director Chairman ' Partner
JBREH & Co.
Chartered Accountanis
Diate:2079-09-04
Place: Kathmandu
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SYWEIL GANGA HYDRUPUOWERK & CONSTRUCTIUN LTD.
Kathmandu, Nepal

STATEMENT OF PROFIT OR LOSS
For the Year Ended Ashad 32, 2079

Revenue 4.1 1,720,461,472 2., 165,009
Cost Of Sales 4.2 1,720,461,472

Other Income 4.3 2,632,056 -
hdminisrntlve and other o r:rnT.i g . 27,244,925

Finance lncome = 4.5 . 842.I 88 : 63,041
Fmanu: cosls 4.6 - -
i H,IS,‘ZES

4,338,021

Earnings per equity share of Rs. 100 each
Basic Earning Per Share (2.94) (4.68)
Diluted Earning Per Share {2.94) (4.68)

The accompanying noles are inte‘yal)pwif these financial statements.
> #

CA Komal Bhatt Karffaiya Kumar Manandhar Shnrm Miraula Djha CA. Bidhydbaridhi ?lgdt..l
Asst. Manager-Finance Director Director Director

'\% As per our report of even date,

=

] Pt §| ,l
s —':"'--‘;./J '

-

Dr. Subarna Das S restha Dr. Manfk’Lal Shrestha Kaju Kumar Sibakoti

Exccutive Director Chairman Partner
JBRH & Co.

Chartered Accoumants

Date:2079-09-06
Place: Kathmandu
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.
Kathmandu, Nepal

STATEMENT OF CASH FLOW
For the Year Ended Ashad 32, 2079
Fl.ire nNPR

Net Profit (34,047,945) (27.142.660)

Prior Period adjustment 772,818
Adjustment tor:
Amorlisation 3,390 3,390
Diepreciation 5,160,182 5,377,190
Operating Lease 38,192 86,178
Leave Provision 027,148 (576,274)
Interest expense - -

Income Tax Income 4,373,285 i 1,364,845}

ash Flow from Ch in W
{Inerease) Decrease in Current Assets 114,371,677 212,834,213
li . D crease in Current Liabilities 33,337,965 . 462 9[:3 9

Cash Flow from ]g ctﬁ 4

{Increase)/Decrease in Intangible Assets (1,720,461,472) (2,044, 165,009)
itali 762,061

t"nsh Flow from Financial A.ciwmes

Increase/(Decrease) in Borrowings 1,385,776,594 1,366,487,201

Issuance of Share Capital (65,966,800 160,000,000

Advance to Equity & Heceivahles (349.957,362) (128,283 200)

Share Issue Expenses

569,477

The accompanying notes are mlcgral part nfihcﬂ: l‘nam:tal slatements.

CA Komal Bhatt Kanhaiya Kumar Manandhar Sh‘mm Niraula {.'ljha cA Bldh aridhi blgdc[

Asst. Manager-Finance Director Director Director

As per our report of even date,
H,é_{"'"

aju Kumar Sihakoti
Partner

JBRH & Co.

Chartered Accountants

b

Dr. Mani€ 1'al Shrestha
Executive Director Chairman

Dane:2079-09-06
Place: Kathmandu
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.
Kathmandu, Nepal

STATEMENT OF OTHER COMPREHENSIVE INCOME
For the Year Ended Ashad 32, 2079

Figure in NPR

B ] Y 2077-78 ed,
Profit for the year (34,047,945) (27,142,660)
Gain/(loss) on Actuarial valuation of defined benefit liability 927,148 (576,274)
Total other comprehensive income 927,148 (576,274)

Incnme tax reiann g ponents of other comprehensive income (231,787)

Thaf ucmmpanymg m:-re-r are mregm.l' part of rfrese financial statements.

@ X ﬂm‘
CA Komal Bhait nﬁpﬁuﬂlﬂf Manandhar  Shanti Niraula Q]ha BidWyabaridhi Sigdel

Asst, Manager-Finance Director Director Dlrecmr

As per our report of even date,

12.""/2‘@;/

Dr. Subarna Das Dr. Manik Lal Shrestha Mﬂju Kumar Sibakoti
Executive Director Chairman Partner :
JBRII & Co,

Date:2079-09-06
PMace: Kathmandu
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.
Kathmandu, NMepal

STATEMENT OF CHANGES IN EQUITY
Faor the Year Ended Ashad 32, 2079

h«.1 pmtu fnr the vear
Izsue of new shares
Caliz in advance
Bonus shares [ssued
Right Shares [ssucd
Dividend Paid
Transfer to Other Reserves
Share Mremium
Other Reserves
ther Adjustments

."'.-.I u'u:'rwﬁlw m -'"'|€11.!Ilrlll-| reserve throug

QCl

#0000, 000

(27,142,660)

(27.142,660)|
(LR IRET]

(4 3"’ "l]"

Me l'pru['! fur l,]:v.: p!:nu-d - (34,047,9435) - - E34 1}4? U4‘
Prior penod adjustment - 772818 - - 2818
Share sue expenses - (4,621,2335) - - (4,621.233)
Issue of mew shares 665,566, 800 - - - 663,906, 500
Calls in advance . - - - .
Bonus shares Issued - - - -
Raght Shares [ssued - - - -
[vadend Pacd - - - - .
Transfer to (Mher Reserves . ‘
Share Premium - -

(ther Reserves - -

her Adjustments

Adj uimcnls ] A.-:u:arlal reserve through OCI

fl‘s'{ i

The a-:-:ampan}r ] n:m:s are |n'nc,p,ﬁl part of theze fin
II(‘ ’

CA Komal Bhan Kanhaiva Kumar Manandhar Shanti Niraula Ojha
Aszst. Manager-Finance Director Drirector

- “a - s 5
Dr. Subama Das Shrest e Dr. Manik 1%l Shrestha ju Kumar Sibakoti
Executive Director YA Chairman Chitner

- JBRH & Co.
Chartered Accountanis

Dhare: 2079-08-06
Place; Kathmandu
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CHTIIT

SWET-GANGA HYDROPOWER &CONSTRUCTION LTD.
Kathmandu, Nepal

1. CORPORATE INFORMATION

1.1 General

Swet-Ganga Hydropower & Construction Ltd. is a public limited company registered with the company
Registrar’s Office (CRO) under the companies Act, 2053 on 17* Ashoj, 2073 with registration number
157101/073/74. Initially the company was incorporated as private limited company and
subsequently on 17% Ashoj, 2073, the company was converted into Public limited company. The
company has its registered office at Kathmandu Metropolitan City, Ward no: 4, Dhumabarahi,
Kathmandu. Currently the Company has been developing Lower Likhu Hydropower Project (28.1
MW]) for which generation license was obtained on 2 Baishakh 2073,

In the financial statements, Swet Ganga Hydropower & Construction Ltd has been referred as "SGHCL"
Or company.

1.2 Financial Statements

The Financial Statement of the SGHCL for the year ended 32+ Ashad 2079 comprises:
e Statement of Financial Position
¢ Statement of Profit or Loss
Statement of Other Comprehensive Income
Statement of Cash Flows
statement of Changes in Equity
Notes to the Financial Statements and Significant Accounting Policies of the Company
+ Reconciliation Statements.

* & &

1.3 Principal Activities and Operations

The principal activity of the company is to generate and sell hydroelectricity to Nepal Electricity
Authority.

1.4 Responsibility for Financial Statements

The Board of Directors is responsible for the fair preparation and presentation of Financial Statements
of SGHCL as per the provisions of the Companies Act, 2006, in accordance with Nepal Financial
Reporting Standard [NFRS).

1.5 Approval of Financial Statements by Directors

The accompanied Financial Statements have been authorized by the Board of Directors vide its
resolution dated 6" Poush 2079 and recommended for its approval by the Annual General Meeting of
the shareholders.
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2. BASIS OF PREPARATION

2.1 Basis of Preparation

These financial statements are prepared in accordance with the historical cost convention, except for
certain items thal are measured at fair values, as explained in the accounting policies below.

Fair Value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price
is directly observable or estimated using another valuation technique. In estimating the fair value of
an asset or a liability, the Company takes into account the characteristics of the asset or lability if
market participants would take those characteristics into account when pricing the asset or liability
at the measurement date.

2.2 Statement of Compliance

The Financial Statement of SGHCL which comprises components mentioned above have been
prepared in accordance with Nepal Financial Reporting Standards comprising of Nepal Financial
Reporting Standards and Nepal Accounting Standards (hereafter referred as NFRS), laid down by the
Institute of Chartered Accountants of Nepal and in compliance with the requirements of the
Companies Act 2006,

2.3 Functional and Presentation Currency

The Financial Statements of SGHCL are presented in Nepalese Rupees (NPR), which is the currency of
the primary economic environment in which the SGHCL operates. Financial information are presented
in Nepalese Rupees, and round off to the lowest cardinal number of one digit. There was no change in
SGHCL's presentation and functional currency during the year under review.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of Financial Statements in conformity with Nepal Financial Reporting Standards
requires the management to make judgments, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets, liabilities, income and expénses. Actual
results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised and in any future periods
affected.

The most significant areas of estimation, uncertainty and critical judgments in applying accounting
policies that have most significant effect in the Financial Statements are as follows:-

3.1 Going Concern

The Directors have made an assessment of SGHCL's ability to continue as a going concern and satisfied

that it has the resources to continue in business for the foreseeable future. Furthermore, Board is not

aware of any material uncertainties that may cast significant doubt upon SGHCL's ability to continue

as a going concern and do not intend either ¢ ic!l{ig‘a.ete or to cease operations of it. Therefore, the
-!.41::':.,‘

B3I FNfYF FERT THT 095 /09%
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3.2 Fair Value of Financial Instruments

Where the fair values of financial assets and financial liabilities recorded in the statement of financial
position can be derived from active markets i.e,, Level 1, they are derived from observable market
data. However, if this is not available, Level 2 and Level 3 Fair value measurement techniques have
been used as per NFRS. If this cannot be estimated, judgment is required to establish fair values.

3.3 [Impairment of Available for Sale Investments

SGHCL reviews its debt securities, if any, classified as available for sale, at each reporting date to assess
whether they are impaired. Objective evidence that an available for sale debt security is impaired
includes among other things significant financial difficulty of the issuer, a breach of contract such as a
default or delinquency in interest or principal payments etc. SGHCL also records impairment charges
on available for sale equity investments where there is significant or prolonged decline in fair value
below their cost. The determination of what is ‘significant’ or ‘prolonged’ requires judgment. SGHCL
shall generally treat 'significant’ as 20% and "prolonged’ as greater than six months. In addition, SGHCL
evaluates, among other factors, historical share price movements, duration and extent up to which the
fair value of an investment is less than its cost.

3.4 Impairment of non-financial assets

Non-financial assets subject to impairment testing include intangible assets and property, plant and
equipment. The corporation tests material intangible assets under construction at least annually for
impairment. Assets subject to depreciation and amortization are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment test is performed by comparing the carrying amount of the asset or cash generating unit
{CGU) to its recoverable amount. The recoverable amount is calculated as the higher of the fair value
less costs to sell and Value in use which is the present value of the future cash flows from an asset or
Cou.

3.5 Useful Life of the Property, Plant and Equipment

SGHCL reviews the residual values, useful life and method of depreciation of property, plant and
equipment at each reporting date. 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, residual values and
methods are reviewed annually using the best information available to the Management.

3.6 Taxation

The SGHCL is subject to income tax and judgment is required to determine the total provision for
current, deferred and other taxes due to the uncertainties that exists with respect to the interpretation
of the applicability of tax laws, at the time of preparation of these financial statements.

Uncertainties also exist with respect to the interpretation of complex tax regulations and the amount
and timing of future taxable incame. Given the wide range of business relationships and the long term
nature and complexity of existing contractual agreements, differences arising between the actual
results and the assumptions made, or future changes to such assumptions, could necessitate future
adjustments to tax income and expense. amounts that were initially recorded, and deferred tax
amounts in the period in which thédetermination is made.

— R3] FIYF TTIRT THT 3095/06%
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3.7 Provisions for Liabilities and Contingencies

The SGHCL may receive legal claims and litigations against it in the normal course of business.
Management makes judgments as to the likelihood of any claim succeeding in making provisions. The
time of concluding legal claims is uncertain, as is the amount of possible outflow of economic benefits.

Estimates and underlying assumptions are reviewed on an ongoing basis. Actual amount could differ
from those estimates, but differences are not expected to be materials.

BT FITF FERT FHT 3095 /0(9Q o
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.

Kathmandu, Nepal
MNOTES T0O THE FINANCIAL STATEMENTS
As at Ashad 32,2079

4.1 Revenue(Construction) Figure in NFR
Particulars - S FY 2078-79 FY 2077-78
Likhu Hydro Power Plant 1,720.461,472 2.044, 165,009

Tatal 1,720,461,472 2,044,165,009
4.2 Cost O Sales{Construction)
Particulars FY 2078-79 FY 2077-7T8
Construction Cost 1,720,461,472 2,044, 165,009

Tatal 1,720,461,472 2,044,165,009
4.3 Other income e — .
Particulars FY 2078-7% FY 2077-78
(her Income 2,632 056 -

Total 2,631,056 -
4.4 Other operating and administrative expenses
Particulars FY 2078-79 FY 2077-78
AGM Expenses 151,150 133,461
Advertising and Publicity 18,560 9,153
Audit Expenses 32919 15,665
BOD-Conununication Allowance 55,500 : -
Staturory Audit Fes 130,515 124,300
Internal Audit Fee - 180,800
Business Promotion Expenses 283,172 293,493
Communication Expenses 189,054 122,463
Computer & Software Maintenance Expenses 29,283 40,619
Consultancy Fee 33,900 -
Donation 45,000 91,000
Educational Tour/ Training & Seminar 20,903 B
Electriciry/Water/Cleaning 42,759 21,578
Fue! & Lubricants 641,100 421,119
Guest Entertainment 108,820 04,942
Housekeeping 381,439 339,000
Insurance & Taxes 122,737 73,493
Meeting Expenses 04,310 27,444
Meeling Fee 750,125 333,830
Miscellaneous Expenses (3,804 208,945
Office consumahle goods 35,301 1616
Office Rent 870,277 1,058,583
Printing & Statonary 156,510 231,794
Repair & Maintenance Others 111,149 420,016
Repair & Maintenanee Vehicle (HO) 4,075,139 224 649
Oceupational Health & Safcty 8,599 116,174
S1afT Refreshment/Picnie/Sports 414,559 268,676
Transportation & Fares 3,700 2450
Vehicle Renewal and Taxes 55,200 28,335 -
Depreciation Charges (See note 4.9) 5,160,182 5,377,190
Amortization (See note 4.10) 3,390 3,390
Personnel expenses{See note 4.4.1) 13,151,243 12,255,500
Rank Charges and Commission 4,334 24,005

27,244,925 21,550,882
%
-~
v E X /
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.

Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS

As at Ashad 32,2079
4.4.1 Personnel expenses
Particulars FY 2078-79 FY 2077-78
Salary 5,608,731 5,256,665
Allowances 5227516 4,952,493
Provident Fund 560,873 525,667
Gratuity Expenses 467,207 438,055
Dashain Expenses 459 488 429 808
Covid -19 Incentives - 216,164
Leave Pay Expenses 733,762 414,794
SSF Medical and Disability Insurance 93,666 21,854
Total 13,151,243 12,255,500
4.5 Finance income
Particulars FY 2078-79 FY 2077-78
Interest Income 842 188 63,041
Total 842,188 63,041
4.6 Finance costs
Particulars FY 2078-79 FY 2077-78
Interest Expense - -
Total - . -
4.7 Foreign exchange gain/(loss)
Particulars FY 2078-79 FY 2077-78
Realized Foreign Exchange Loss (See Note 4.7.1) (814,964) (462,967)
Unrealized Foreign Exchange Loss (See Note 4.7.1} (13,800,321 (5,556,698)
Total (14,615,285) (6,019,665)

4.8 Income tax income/{expense)

Particulars

- FY 2078-79 FY 2077-78 (Restated)

Provision for Income Tax (35,264) -
Deferred Tax Income/( Expenses) (See note 4.8.1) 4,573,285 1,364,845
Total 4,338,021 1,364,845

P 2
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.

Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS
As at Ashad 32,2079

Schedule: 4.10.1 Service Concession Arrangements (CAPITAL WIF)

=
m| =B, SWET GANGA HYDROPOWER & CONSTRUCTION LIMITED

Figire in NPR

Particular Closing Balance = Expenses During Crpening Balanee
32 Ashad 2079 the Year 31 Ashad 2078 (Restated)
Lovwer Likhu Hyvdropower Praject (28.181W) 5,882.267,781 | 1,720,461,472 4 161 %06 309

Total

4,161,506,300

Details of Capital WIP

Detailed Expenses transferred 1o Capilal work in progress (CWIP) for Lower Likhu Hydropower Project-28. 1MW

e &J] TP WERT U 3005/06%

Expenses During

Particular Closing Balance e Yebr Opening Balance
Project Deve Cost
Civil Works 3,240,998,481 093,997,836 2,247,000,643
Hydromechanical Works 347,800,046 94,233,254 253.627.392
Electromechanical Works 601,561,332 59,641,266 541,920,066
Transmission Line Works 231,080,257 147 467018 83,613,239 |
Land T9.639.516 1,813,461 17,826,055
Land Lease Expenses 4,870,380 1,096,822 3,773,558
Explosive Arrangement Expenses 78,135,112 2,547328 75,587,784
Access Roud T2.867.921 1,816,112 69,051 809
Stafl Quarter G, 396,291 3,524,622 62 871,670
Construction Powerline 48,702,159 = 48,702,159
Project Development support charges including provision §5,000,000 - I 83,000,000 |
Sub-total (a) 4,857,112,005 | 1.308,137,718 3,548,974.377 |
General Overhead Cost
Consulting fees and charges 82,830,973 13,948,089 68,881,874
Government fecs E779,335 - 8,779,335
Financial charges 650,128,762 328,221 840 321,506,916
Salary & ollowances to direct project personnels 134,276,379 38,742,18% Y5534, 140
Wapes and contracts 9,454,395 2,145,544 7,308,855
Site and other project related travelling expenses 10,814,268 468,618 10,345,650
Transportation Expenses 5,806,686 1,518,463 4,288,223
Community Social Responsibility (CSR) 33,782,616 6,015,223 37.767.393
Compensation 12,491,013 449,031 12,041,982
Other General project related overheads 76,791,259 20,813,741 55,977,514
Sub-total () 1 15 412,323,754 612,831,932 |
Tuotal (a+b+c) 5,882,267,781 1.,720,461,472 4,161,506,309 |
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.

Kathmandu, Nepal
NOTES TO THE FINANCIAL STATEMENTS
As at Ashad 32,2079
Figuire in NPR
4.11.1 Deferred Tax Assels FY 2078-79 FY 2077-78
Deferred Tax Assets {See Nate 4.8.1) 5,583,180 1,441 682
Total 5,583,150 1,441,682
4.11.2 Deferred Tax Liahilities FY 2078-79 FY 2077-78
Deferred Tax Liability - -
Total - -
4.12 Advance and receivables
Current Other Financial Assets FY 2078-79 FY 2077-78
Advance o Others 100,000 429,422
Advance for Land Lease 583,042 546,810
Advance for Land Purchase 32,881,593 29,357,593
Advance to Contractor 76,408 454 204,703,262
Advance 1o Staff 375,004 1,095,400
Business Advance o Stall 2,642 787 2,076,116
Heceivables from others 13,561,437 2,481,532
Total 126,553,377 240,690,134
4.13 Other Current Asscts
Particulars FY 2078-79 FY 2077-78
MEA Guarantee Margin Deposit . 843,000 843,000
Deposit 350,000 278,000
Prepaid Expenses 17,832 -
Prepaid Insurance 487,668 1,110,127
LC Deposit (Margin) 207,000 -
Tatal 1,905,500} 2,231,127

4.14 Cash and cash equivalents
Cash and cash equivalents includes cash and bank balance and other short term deposits of financial assets having
maturity less than a year.

Particulars FY 2078-79 . FY 2077-78
Cash Balance - 18,494
Sanima Bank Limited (NPR A/C Mo 0557207) 20,440,362 32.938
Sanima Bank Limited (NPR A/C No.0357201) 1,000 1,000
Laxmi Bank Ltd. 4,985,578 910,055
Century Commercial Bank Lid, 220,376 7,676
Mepal Investment Bank Lid.{Current Account) 1,377,639 399,315

Tuotal 27,024,955 1,569,477

4.15 Current Tax Assets / Liablities

Particulars FY 2078-79 FY 2077-78
Income Tax Liabilities 15,264 -
Advance Tax 3.686,962 3,560,991
Net Tax Liability (3.661,698) (3,560,991

-
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.
Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS

— R3] FIYF TTIRT THT 3095/06%

As at Ashad 32,2079
4.16 Share Capital Figure in NPR
Particulars FY 2078-79 FY 2077-78
Authorized Capital :
(160,000,000 Equity Shares at NPR 100) 16,000,000,000  16,000,000,000
Issued Capital :
(159,300,000 Equity Shares at NPR 100) 13,930,000,000  15,930,000,000
Paid up Share Capital
Shares as at 15t Shrawan 700,030,700 540,030,700
Add:New issue 665,966,800 160,000,000
Add: Adjustment " -
Add: Bonus Shared Issued g .
Add: Right Shared Issued - T
Add: Addition this vear -
Add: Calls in Advance - -
Share Capital as at 31 Ashad 2078 1,365,997,500 700,030,700
4.16.1 Reconciliation of No. of Shares
Ordinary Shares as at 15t Shrawan 7.000,307 5,400,507
Add:New issue 6,659 668 1,600,000
Add: Adjustment - .
Add: Bonus Shared Issued -
Add: Right Shared Issued =
Add: Addition this year - -
Add: Calls in Advance . s
Ordinary Shares as at 31 Ashad 2078 13,659,975 7,000,307
Other Equity
4.17 Other Reserves FY 2078-79  FY 2077-78
Actuarial reserve 954,237 258,876
Total 954,237 258,876

4.18 Retained Earnings FY 2078-79 FY 2077-78
Opening Balance (69,717.500) (42,574 839)
Prior Period adjustment 772,818 ' -
Share Issue Expense e (4,621.235)
Profit/(Loss) For the Year A N (34,047,945) (27,142,660

(7 S 70 Total  (107,613,861) (69,717,500)

Yo
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SWET GANGA HYDROPOWER & CONSTRUCTION LTD.
 Kathmandu, Nepal

NOTES TO THE FINANCIAL STATEMENTS
As al Ashad 32,2079

Figure in NPR

4.19 Non current Borrowings

FY 2078-7% FY 2077-7%

Consortium Term Loan
Laxmi Bank Limited (Lead Bank)
Kumar Bank Limited

1,309 598,676 £54,920,740
1,013,868,224 081,054,335

Hydreelectricity Investment & Development Co. Lud, 829,765,813 544, 335 058

Century Bank Lid.
Prablin Bank .t
Current Portion of Consertium Term Loan

62805784 511,555,721
405,172,691 271,977,739
71,685,000) .

Total

4,249,620,188  2,863,843,503

4.20 Non Current Oiher Finuncial Liabilities

FY 2078-7T9 FY 2077-T4

Retention Money Pavieble

363,768,102 303,099,204

Tatal 363,768,102 03,099,204

4.21 Other Provisions

FY 2078-79 FY M77-78

Other Frovisions
Famployess Leave Fund

1,501,602 1,545,162

Total 1,501,602 1,545,162

Borrowings

4,22 Current Borrowings

FY 2078-79 FY 2077-78

Bradge Gap Loan
Current Partion of Consortium Term Loan

98, 165,998 170,747,222
71,685,000 -

Total

169,850,908 270,747,223

OTHER FINANCIAL LIABILITIES

4,23 Current Other Finunciul Linhilities

FY 2078-79 FY 2077-78

Lease Rent Payable: Sanima Pvt. Lid. 38,192 203,117
Audit Fee Payable 128,782 122,650
Leave Allowance Payable 2,943,228 TAR3.E50
Belention Money Payable 431,703 935,183
Frayable o Others 3141137 1,074,464
Landlease Payable 169,977 169,976
Advance to Equity 754,284 330,711,645
Payable to Contractors 11,790,818 6,336,520
Sulury Payuble - 180,826
Social Security Fund Payable S19,030 19,508
Tatal 19917270 363,767,738
Uther Liablitics
4.24 Current Other Linbilitics FY 2078-79 FY 2077-74
Withhalding Tax Payable 2847475 2029279
S1aff Payable 83,042 37.017
2,930,516 2,066,196

- P
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5. SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

The accounting policies set out below have been applied consistently to all periods presented in these
Financial Statements, and deviations if any have been disclosed accordingly.

5.1 Property, plant and equipment

Froperty, Plant & equipment (PPE) are stated at cost of acquisition or construction less accumulated
depreciation and accumulated impairment losses, if any.

Costincludes inward freight, duties and taxes and incidental expenses related to acquisition. Expenses
capitalized also include applicable borrowing costs for qualifying assets, if any. All up gradation /
enhancements are charged off as revenue expenditure unless they bring similar significant additional
benefits. Subsequently, PPE can be measured on Cost model or Revaluation model.

5.1.1 Cost model

Property and equipment is stated at cost less accumulated depreciation less accumulated impairment
losses.

5.1.2 Revaluation model

The Hydropower Company has not applied the revaluation model to any class of freehold land and
buildings or other assets.

An item of property, plant and equipment is de-recognized upon disposal or when no future economic
benefits are expected to arise from the continued use of 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 the Statement of Profit
or Loss and Other Comprehensive Income,

The Company has adopted Cost model for property, plant & equipment. Carrying amount of assets has
been assumed as fair value,

5.2 Intangible Assets '

Intangible Assets that the Company controls and from which it expects future economic benefits are
capitalized upon acquisition and initially measured at cost comprising the purchase price (including
import duties and non-refundable taxes) and directly attributable costs to prepare the asset for its
intended use.

‘The useful life of an intangible asset is considered finite where the rights to such assets are limited to
a specified period of time by contract or law (e.g., licenses) or the likelihood of technical, technological
absolescence (e.g., computer software). If, there are no such limitations, the useful life is taken to be
indefinite.

Intangible assets that have finite lives are amortized over their estimated useful lives by the straight
line method unless it is practical to reliably d ne the pattern of benefits arising from the asset.
An intangible asset with an indefinite use -ﬁfex

o

e s ot mortzed
W %’

o

& \_k [
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Software is amortized over a period of five years on straight line basis.

All intangible assets are tested for impairment. Amortization expenses and impairment losses and
reversal of impairment losses are taken to the Statement of Profit or Loss and Other Comprehensive
Income. Thus, after initial recognition, an intangible asset is carried at its cost less accumulated
amortization and / or impairment losses.

Intangible assets include Computer application and Service concession arrangements (in accordance
with IFRIC 12).

Intangible asset (Computer application) includes the cost of computer application development
including software, direct charges for labor, materials, contracted services and borrowing costs as per
NAS 23,

Service concession arrangements of SGHCL includes Project Work in Progress of Lower Likhu
Hydropower Project (28.1 MW). Service concession arrangements are amortized over the contractual
period of 30 years as per the Power Purchase Agreement (PPA) of SGHCL. As per the generation
license, life of Lower Likhu Hydropower Projectis up to 2108/12/27. The details of Intangible Assets
(Service Concession Arrangements) is shown in the following table:

Particulars 2078/79 2077/78
Prﬂjeﬂ Development Cost
“Main Civil Works 3,240,998,481 2,247,000,645
Hydro Mechanical Works 347,860,646 253,627,392
Electromechanical Works 601,561,332 541,920,066
Transmission Line Works 231,080,257 #3,613,239
Land 79,639,516 77,826,055
‘Land Lease Expenses 4,870,380 | 3,773,550
Explosive Arrangement Expenses 78,135,112 ' 75,587,784
Access Road 72,867,921 69,051,809
Staff Quarter 66,396,291 62,871,670
Construction Power ling 48,702,159 48,702,159
Project Development support charges 85,000,000 85,000,000
Sub-total 4,857,112,095 | 3,548,974,377
General Overhead Cost .
Consulting fees and charges 82,830,973 68,881,874
Government fees 8,779,335 8,779,335
Financial Charges 650,128,762 321,906,916
_ Salary & allowances to direct project personnel 134,276,379 9'5.5 34,190
| Wages and contracts ‘ﬁ-\ 9,454,395 7,308,851
["Site and other project related trzwelhn?’ % Py 10,814,268 10,345,650 |

'Ia.
=
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Transportation Expenses 5,806,686 4,288,223
Community Social Responsibility (CSR) 33,782,616 27,767,393
Compensation 12,491,013 12,041,982 I
Other General project related overheads 76,791,259 55,977,518
Sub-total 1025155686 | 612,831,932
Tuotal 5,882,267,781 4,161,806,309

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.

5.3 Service Concession arrangements

IFRIC 12 on Service Concession arrangements provides that the Operator's right over the
infrastructure assets cannot be recognized as property, plant and equipment (PPE) of the operator.

This Interpretation applies to public-to-private service concession arrangements if:

(a) The grantor controls or regulates what services the eperator must provide with the infrastructure,
to whom it must provide them, and at what price; 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.

Infrastructure used in a public-to-private service concession arrangement for its entire useful life
[whale of life assets] is within the scope of this Interpretation, if the following conditions satisfies.
This Interpretation applies to both:

a) Infrastructure that the operator constructs or acquires from a third party for the purpose of
the service arrangement; and

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

The consideration received by the operator is recognized at fair value. Consideration may result in the
recognition of a financial asset or an intangible asset.

53.1 Recognition as a financial asset

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

5.3.2 Recognition as an intangible asset

The intangible asset model {5 used to the extent that the SGHCL, being an operator, receives a right (a

license] to charge users of the public service. A right to charge users of a public services is not an

unconditional right to receive cash beeause the amounts are contingent on to the extent that public

uses the services. Both type of arrafigements-miay, exist within a single contract to the extent that the

grantor has given an unconditional ag'&nl‘gge_‘ ‘payment for the construction and the operation i.e.
o iy : a

wE £ 4
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considered as a Financial asset and to the extent that the operator has to rely on the public using the
seryice in order to obtain payment, the operation has an intangible asset.

The Company manages concession arrangements which will include power supply from its hydro
power plant namely Lower Likhu Hydropower Project (28.1 MW). The Company maintains and
services the infrastructure during the concession period. The concession period for Lower Likhu
Hydropower Project is up to B.S 2108/12/27. These concession arrangements set out rights and
obligations related to the infrastructure and the services to be provided to the public user through
Nepal Electricity Authority. The right to consideration gives rise to an intangible asset and accordingly,
the intangible asset models is applied.

5.4 Construction Agreements:

S54.1 Main Civil Contract:

Swet Ganga Hydropower & Construction Ltd. has entered the contract of Main Civil Works of LLHP
with High Himalaya Hydro-Bavari Construction |V on 19% March, 2018 for NPR 3,128,240,440
excluding VAT, The Contractor has issued bills up to IPC-33 till 327 Ashad, 2079.

Advance to High Himalaya Hydro-Bavari Construction |V as on 32™ Ashad, 2079 is NFR 60,050,000,

5.4.2 Hydro Mechanical Contract:

Swet Ganga Hydropower & Construction Ltd. has entered the contract of Hydro Mechanical Works of
LLHP with Machapuchhre Metal and Machinery Works Pvt. Ltd, on 22+ February, 2018 having
contract amount of NPR 269,833 020 excluding VAT. The Contractor has issued bills up to [PC-3 till
3204 Ashad, 2079,

Advance to Machapuchhre Metal and Machinery Works Pvt. Ltd. as on 320 Ashad, 2079 is NPR
10,000,000.

5.4.3 Electro Mechanical Contract:

Swet Ganga Hydropower & Construction Ltd. has entered the contract of Electro Mechanical Works of
LLHP with Asia Pacific Power-Tech Co. Ltd., China on 04% September, 2019 having contract arount of
USD 4,895477, The Contractor has issued bills up to import of lot-5 equipment till 32+ Ashad, 2079.

Advance to Asia Pacific Power-Tech Co. Ltd,, China as on 32™ Ashad, 2079 is NPR Nil.

544 Transmission Line Contract:

Swet Ganga Hydropower & Construction Ltd. has entered the contract of Transmission Line Works of
LLHP with Aster Teleservices Nepal Pvt. Ltd. on 237 July, 2020 having contract amount of INR
50,124,729 for supply and NPR 114,439,793 for service portion. The Contractor has issued bills up to
IPC 2.5 till 32 Ashad, 2079.

Advance to Aster Teleservices Nepal Pvt, Ltd. as on 320 2079 js NPR 1,404,122,

5.5 Financial Instruments

5.5.1 Date of Recognition

All financial assets and liabilities are initially recognized on the trade date, i.e. the date that SGHCL

becomes a party to the contractual provisions of the instrument. This includes ‘regular way trades’.
rsales aq}gncial assets that required delivery of assets within

hﬁ_ﬂ or convention in the market place.

o - |

Regular way trade means purchase o
the time frame generally established by regula

‘(‘-— =
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5.5.2 Recognition and Initial Measurement of Financial Instruments

The classification of financial instruments at the initial recognition depends on their purpose and
characteristics and the management's intention in acquiring them. All financial instruments are
measured initially at their fair value plus transaction costs that are directly attributable to acquisition
or issue of such financial instruments except in the case of such financial assets and liabilities at fair
value through profit or loss, as per the Nepal Accounting Standard - MAS 39 (Financial Instruments:
Recognition and Measurement). Transaction cost in relation to financial assets and financial liabilities
at fair value through profit or loss are dealt with the Statement of Profit or Loss.

5.5.3 Classification and Subsequent Measurement of Financial Assets
At the inception, a inancial asset is classified into one of the following:
a. Financial assets at fair value through profit or loss
i, Financial assets held for trading
il, Financial assets designated at fair value through profit or loss
b. Held to Maturity Financial Assets
¢. Loans and Receivables
d. Financial assets available for sale

The subsequent measurement of financial assets depends on their classification.

5.5.3.a Financial Assets at Fair Value through Profit or Loss

A financial asset is classified as fair value through profit or loss if it is held for trading or is designated
upon initial recognition at fair value through profit or loss,

5.5.3.a(i) Financial Assets Held for Trading

Financial assets are classified as held for trading if they are acquired principally for the purpose of
selling or repurchasing in the near term or helds as a part of a portfolio that is managed together for
short-term profit or position taking. This category also includes derivative financial instruments
entered into by SGHCL that are not designated as hedging instruments in hedge relationships as
defined by Nepal Accounting Standards NFRS 9 (Financial Instruments: Recognition and
Measurement).

Financial assets held for trading are recorded in the Statement of Financial Position at fair value.
Changes in fair value are recognized in "Fair value gains and losses’. Dividend income is recorded in
‘Other Income” when the right to receive the payment has been established. Interest income earned
from financial assets held for trading is recorded under ‘Other Income’ using the effective interest rate.

SGHCL evaluates its held for trading asset portfolio, other than derivatives, to determine whether the
intention to sell them in the near future is still appropriate. When SGHCL is unable to trade these
financial assets due to inactive markets and management's intention to sell them in the foreseeable
future significantly changes, SGHCL may elect to reclassify these financial assets,

Financial assets held for trading include instruments such as government securities and equity
instruments that have been acquired principally for the purpose of selling or repurchasing in the near
term.

5.5.3. a (ii)Financial Assets Designated at Fair Value through Profit or Loss
SGHCL designates financial assets at fair value through profit or loss in the following circumstances:

* Such designation eliminates op-gigtificantly reduces measurement or recognition
inconsistency that would otierwisg aris¢-from measuring the assets,

2 e, =z
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» The assets are part of a group of Financial assets, financial liabilities or both, which are
managed and their performance evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy.

= The asset contains one or more embedded derivatives that significantly modify the cash flows
that would otherwise have been required under the contract.

Financial assets designated at fair value through profit or loss is recorded in the Statement of Financial
Position at fair value. Changes in fair value are recorded in ‘Other Income’ in the Statement of Profit
or Loss. Interest earned is accrued under 'Other Income’, using the effective interest rate method, and
dividend income is also recorded under "Other Income’ when the right to receive the payment has
been established.

The SGHCL has not designated any financial assets upon initial recognition as designated at fair value
through profit or loss.

5.5.3. b Held to Maturity Financial Assets

Held to Maturity Financial Assets are non-derivative financial assets with fixed or determinable
Payments and fixed maturities which the SGHCL has the intention and ability to hold to maturity. After
the initial measurement, held to maturity financial investments are subsequently measured at
amortized cost using the effective interest rate, less impairment. The amortization is included in ‘Other
Income’ in the Statement of Profit or Loss. The losses arising from impairment of such investments
are recognized in the Statement of Profit or Loss,

5.5.3. ¢ Financial Assets Available for Sale

Available for sale financial assets include equity and debt securities. Equity Investments classified as
‘Available for Sale’ are those which are neither classified as 'Held for Trading’ nor ‘Designated at fair
value through profit or loss'. Debt securities in this category are intended to be held for an indefinite
period of time and may be sold in response to needs for liquidity or in response to changes in the
market conditions.

After initial measurement, available for sale financial investments are subsequently measured at fair
value. Unrealized gains and losses are recognized directly in equity through ‘Other comprehensive
income / expense’ in the "Available for sale reserve’. When the investment is disposed of the
cumulative gain or loss previously recognized in equity is recognized in the Statement of Profit or Loss
under ‘Other operating income’. Where SGHCL holds more than one investment in the same security,
they are deemed to be disposed of on a first-in-first-out basis. Interest earned whilst holding ‘Available
for sale financial investments' is reported as ‘Other income’ using the effective interest rate, Dividend
earned whilst holding “Available for sale financial investments’ are recognized in the Statement of
Profitor Loss as ‘Other Income’ when the right to receive the payment has been established. The losses
arising from impairment of such investments are recognized in the Statement of Profit or Loss under
‘Other operating and administrative expenses’ and removed from the ‘Available for sale reserve.

The company does not have any Available for sale investments.

5.6  Financial Liabilities

The Company initially recognizes loans and receivables and debt securities issued on the date when
they are originated. All other financial liabilities are initially recognized on the trade date when the
entity becomes a party to the contractual provisions of the instrument. A financial liability is classified
as at fair value through profit or loss if it is classified as held-for-trading or is designated as such on
initial recognition. Directly attributable transaction costs are recognized in the statement of profit or
loss as incurred. Financial liabilitie$ at fair value through profit or loss are measured at fair value and
changes therein, ipcluding any iné::qsﬁgéiiﬁgnge. "gﬁre recognized in the statement of profit or loss. Other

o
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non-derivative financial liabilities are initially measured at fair value less any directly attributable
transaction costs. Subsequent to initial recognition, these liabilities are measured at amortized cost
using the effective interest method.

Other financial liabilities consist of amount due to related parties, other creditors including aceruals
and outstanding commission payahble.
Other financial liabilities consist of amount due to related parties, other creditors including accruals
and outstanding commission payable

De-recognition of other financial liabilities
A financial liability is de-recognized when the obligation under the liability is discharged or cancelled

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

Long Term Loan (Bank Loan)

The company has recognized long term liability (Bank Loan) as financial liability and has been
measured at transaction cost. The current portion of the consortium term loan of NPR 71,685,000 has
been shown under current borrowings.

5.7 Depreciation and Amortization

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

1. Amortization is recognized on a straight line basis over their estimated useful lives. The
estimated useful life and amortization method are reviewed at the end of each reporting
perind, with the effect of any changes in estimate being accounted for on a prospective basis.

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

Category of assets Estimated useful life Depreciation Rate
Building 58-59 vears 5%

Plant and Equipment 18-19 years 15%"

Office Equipment 10-11 years 25%
Furniture and fixtures 10-11 vears 25%
Computers and accessories 10-11 years 25%
Vehicles 13-14years 20%

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

3. Useful life is either the period of time which the assets is expected to be used or the number of
production or similar units expected to be obtained from the use of asset.

The estimated useful life, residual values an depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate accounted for on a
prospective basis.

4. Office furniture, equipment Ehlf,'le&-& plant equipment costing less than NPR 5,000 per unit
is charged to the profit an n,ss accuﬁtﬂn the year of purchage,

W e X
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5.8 Impairment of non-financial assets

Non-financial assets subject to impairment testing include intangible assets and property, plant and
equipment. Impairment of material intangible assets under construction are tested at least once a
year. Assets subject to depreciation and amortization are reviewed for impairment whenever events
or changes in circumstances indicate that the carrving amount may not be recoverable
An impairment test is performed by cemparing the carrying amount of the asset or cash generating
unit (CGU) to its recoverable amount. The recoverable amount is calculated as the higher of the fair
value less costs to sell and Value in use which is the present value of the future cash flows from an
asset or CGU.

59 Retirement Benefits Obligations

5.9.1 Defined Contribution Plans

A defined contribution plan is a post-employment benefit plan under which SGHCL pays fixed
contribution into a separate Institution (or own fund) and will have no legal or constructive obligation
to pay further contributions if the fund does not hold sufficient assets to pay all employee benefits
relating to employee services in the current and prior periods, as defined in Nepal Accounting
Standards - NAS 19 (Employee Benefits).

The contribution payahle by the employer to a defined contribution plan in proportion to the services
rendered to SGHCL by the employees and is recorded as an expense under 'Personnel expenses’ as
and when they become due. Unpaid contributions, if any, are recorded as a liability under ‘Other
liabilities',

5.9.2 Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.
Accordingly, staff gratuity and leave encashment has been considered as defined benefit plans as per
Nepal Aceounting Standards — NAS 19 (Employee Benefits),

510 Unutilized Accumulated Leave

SGHCL's liability towards the accumulated leave which is expected to be utilized bevond one year from
the end of the reporting period is treated as other long term employee benefits. SGHCL's net obligation
towards unutilized accumulated leave is calculated by discounting the amount of future benefit that
employees have earned in return for their service in the current and prior periods to determine the
present value of such benefits. The discount rate is the yield at the reporting date on government binds
that have maturity dates approximating to the terms of SGHCL's obligation. The calculation is
performed using the Projected Unit Credit method. Net change in liability for unutilized accumulated
leave including any actuarial gain and loss are recognized in the Statement of Profit or Loss under
‘Personnel| Expenses’ in the period in which they arise.

MAS 19 requires actuarial valuations for Leave encashment in order to determine the liability or asset
that the company have at the year end. Actuarial valuations has been carried out to determine the
SHINE, e

Leave encashment have been subject .éél{uaﬁq?}qluatinns as per the provisions of NAS 19. The
actuarial valuation of leave provisionis dose F;‘G,.ﬁ; "_{:gamral, Consulting Actuary, Mumbai, India.
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511 Short-term employvee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided. A liability is recognized for the amount expected to be paid under
short-term cash bonus or profit-sharing plans if the Company has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the obligation
can be estimated reliably.

5.12 Provisions and Contingencies

In accordance with Nepal Accounting Standards (NAS) 37- Provisions, Contingent Liabilities and
Contingent Assets, a provision is required to be recognized where there is a present legal or
constructive obligation as a result of a past event that can be estimated reliably, and it is probable that
an outflow of economic benefits will be required to settle the obligation, the timing or amount of which
are uncertain.

The company has made provisions for all those obligations meeting the definition of NAS 37.

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

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

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

5.13 Government grants

Government grants are assistance by government in the form of transfers of resources to an entity in
return for past or future compliance with certain conditions relating to the operating activities of the
entity.

Government grants can be Grants related to assets or Grants related to income. Under Grants related
to assets, there is a condition that the entity shall purchase, construct or otherwise acquire long-term
assets. Grants related to income are grants other than grants related to assets.

Government grants are recognized when there is reasonable assurance they will be received and the
corporation will comply with the conditions associated with the grant. Government grants that
compensate the corporation for expenses incurred are recognized in profit or loss in the same period
in which the expenses are recognize :ﬁl"ﬂh@ that compensate the corporation for the cost of an asset
are recorded as deferred revenu cﬂti'dﬁ_y_g‘:_%n“‘iiég in other revenue over the service life of the related
asset. 2 k‘, et B
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Government grants shall be recognized as income over the periods necessary to match them with the
related costs which they are intended to compensate, on a systematic basis.

Once a government grant is recognized, any related contingent liability or contingent asset is treated
in accordance with NAS 37; Provisions, Contingent Liabilities and Contingent Assets.

5.14 Borrowing cost

As per NAS 23, Borrowing costs are the costs incurred by the company in borrowing loans for
construction of assets or any capital goods. Borrowing cost also includes exchange differences to the
extent regarded as an adjustment to the borrowing costs. Borrowings can be general or specific.
Borrowing costs are capitalized till the construction of asset is complete and is ready for use.

515 Leases

Leases are recognized as a finance lease wherever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

5.16 Company asa Lessee

Operating lease payments are recognized as an expense in the statement of profit and loss on a
straight-line basis over the lease term unless another systematic basis is more representative of the
time pattern of the user's henefit,

5.16.1 Company as a lessor

Lease income from operating leases shall be recognized in income on a straight-line basis over the
lease term, unless another systematic basis is more representative of the time pattern in which use
benefit derived from the leased asset is diminished.

The company has accounted for operating lease payments on straight line basis over the period of
lease term,

The company has booked NPR 870,277 as lease expense for the FY 2078-79 under operating lease
agreement with Sanima Pvt. Lid.

Lease commitments

Not later than one year 865,950 1,961,700
Later than one year but not later than five years 985,320 4,234,331
Later than five yvears - 2117165
Grand Total 1,851,270 8,313,196

517 Receivables and Payables

Receivables and payables are accounted on accrual basis. Balance amounts on year end are shown in
Statement of Financial Position /ufxﬂér ‘Current Other Financial Assets’ and ‘Current Other Financial
Liahilities' heading, ' >
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5.18 Retention Amount Payable

Retention Amount Payable to the Main Contractors of LLHP as at 32+ Ashad, 2079 is as follows:

Particulars Amount in NPR
Machhapuchhre Metal and Machinery Works 10,379,705
High-Himal Hydro Bavari Construction JV 138,658,016
Asia Pacific Power-Tech Co. Ltd. 209,649,024
Aster Teleservices Nepal Pvt. Ltd. 4,940,058
Total 363,626,802

519 Income Tax

As per Nepal Accounting Standard- NAS 12 (Income Taxes) tax expense is the aggregate amount
included in determination of profit or loss for the period in respect of current and deferred taxation.
Income Tax expense is recognized in the statement of Profit or Loss, except to the extent it relates to
iterns recognized directly in equity or other comprehensive income in which case it is recognized in
equity or in other comprehensive income.

As per Section 11 (3 Gha) of Income Tax Act 2058, Hydropower companies are exempted from tax for
the first 10 years of its operation and 50% concession on tax is provided for the next 5 years thereon.

5.19.1 Current Tax

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to Inland
Revenue Department in respect of the current year, using the tax rates and tax laws enacted or
substantively enacted on the reporting date and any adjustment to tax payable in respect of prior
vears,

Current Tax includes advance tax amounting to NFR 3,651,698,

5.19.2 Deferred Tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities and the amounts used for taxation purposes {tax base), at the tax rates and tax laws enacted
or substantively enacted by the end of the reporting period. Deferred tax has been contputed at the
tax rate of 25% fat.

Deferred tax assets are recognized for the future tax consequences to the extent it is probable that
future taxable profits will be available against which the deductible temporary differences can be
utilized.

Income tax, in so far as it relates to items disclosed under other comprehensive income or equity,
are disclosed separately under other comprehensive income or equity, as applicahle.

Deferred tax assets and Habilities are offset when there is legally enforceable right to offset current
tax assets and liabilities and when the deferred tax balances related to the same taxation authority,
Current tax assets and tax liabilities-are offset where the entity has a legally enforceable right to

offset and intends either to septle on_ ‘net ‘basis, or to realize the asset and settle the liability

simultaneously,
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Deferred Tax Assets for carry forward losses has not been considered since the company has been
incurring loss and is going to enjoy tax holiday period from its operation date only when these losses
are expected to be realized.

5.20 Cash and Cash Equivalent

Cash and short-term deposits in the statement of financial position comprise cash in hand, cash at
bank and short-term deposits with a maturity of three months or less,

5.21 Revenue Recognition

5.21.1 Construction Revenue (Service Concession Arrangement)

The Company has recorded the revenue of NPR 1,720461,472 representing revenue from
construction activities carried out with respect to creation of Project Assets during the year, which is
based on forecasted cost as per IFRIC 12.

5.21.2 Construction Cost (Service Concession Arrangement)

The Construction Cost represents aggregate of cost incurred for creation of Praject Assets during the
reporting period.

The details of the Construction Revenue and Construction Cost recorded with rESpect to the creation
of Project Assets is as follows:

Construction Revenue [Refer Note 4.1) 1,720,461,472 2.044,165,009
Construction Cost (Refer Note 4.2) (1,720,461,472) (2.044.165,009)
Construction Service MarkUp = = s

5.21.3 Sale of electricity
MFRS 15 on 'Revenue’ requires revenue to be recognized to the extent that the economic benefits

associated with the transactions will flow to the entity and the revenue can be measured reliably.

The company is in construction phase, hence revenue from sale of electricity has not hee'n recognized.

5.22 Foreign currency translation

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

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

Monetary assets and liahilities dennmlnated in foreign currencies are translated into Nepalese rupee
at the exchange rate prevailing at .t repo:ﬁm; date. Translation gains and losses are credited ar

charged to Profit or loss in the cugrent perigd.. 3 3
- I T 3| t
Qﬁyﬂ?}j’; T
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Exchange differences arising on the settlement of monetary items or on translating monetary items at
rates different from those at which they were translated on initial recognition during the period or in
previous financial statements has been recognized (using the closing rate of reporting date) as foreign
exchange gain or loss and adjusted with statement of Profit and Loss as per NAS 21.

5.23 Advance to Contractors

Following advances to the Contractors have been lying outstanding as at 327 Ashad, 2079:

Particulars Amount
High Himalaya Hydro-Bavari Construction JV 60,050,000
Machhapuchhre Metal and Machinery Works Pvt. Ltd. 10,000,000
Asia Pacific Power-Tech Co. Ltd. Mil
Aster Teleservices Nepal Pvt. Ltd. 1,404,122
Total 203,849,468

5.24 NEA Guarantee

Swet Ganga Hydropower & Construction Ltd. has provided performance bank guarantee of NPR
16,860,000 from Laxmi Bank Ltd. to Nepal Electricity Authority for Power Purchase Agreement. The
Margin deposit for the same is NPR 843,000.

5.25 Other Income

Other Income amounting NFPR 2,632,056 includes NPR 2,491,000 for insurance claim of Vehicle and
MNPR 141,056 for sharing of commission receivable from Sanima Capital Limited. The Income tax
liability of NPR 35,246 for the sharing of commission has been created and adjusted with advance
tax assets.

5.26 Prior Period Adjustment

Swet Ganga Hydropower & Construction Ltd. has restated previous year figure to reflect the
adjustment relating to Deferred tax assets for the retention money pavable to Asia Pacific Power-Tech
Co. Ltd. of NPR 5,556,704, The deferred tax assets created on such loss is NPR 1,389,176.

Further, adjustment made during the year includes NPR 130,299 paid for actuarial valuation fees to
G.N. Agarwal, Consulting Actuary, Mumbai, India and NPR 903,117 for rental income booked as NFRS
adjustment due to expiry of existing rental agreement with Sanima Pvt. Ltd.

5.27 Issue of New Share Capital

Swet Ganga Hydropower & Construction Ltd. has issued 6,659,668 additional number of shares during
the FY 2078,/79. Out of which 4,150,693 shares has been allotted to Promoters on 3~ Shrawan 2078.
796,500 shares has been allotted to Staffs of the company on 5% Magh 2078. 119,475 shares has been
allotted to Mutual Fund on 19% Ashad 2079 and 1,593,000 shares has been allotted to project affected
area on 20t Ashad 2079,

5.28 Retained Earnings

Swet Ganga Hydropower & Construction Ltd. has incurred share issue related costs of NPR 4,621,235
in the current year, It has been deduc;pdﬁfﬁrfiﬁ]a?’tzg_ined earnings.

wid &gt
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529 Earnings per share

Earnings per share is the portion of company’s profit allocated to each outstanding share of comman
stock. Basic earnings per share is computed by dividing the net profit/ (loss) for the year by the
weighted average number of equity shares cutstanding during the year,

Basic earnings per share is calculated by dividing the net profit for the year attributable to equity
halders of the parent by the weighted average number of ordinary shares outstanding during the
year, as per NAS 33- Earning Per Share.

FY 2078/79 FY 2077/78
[Restated)
Amount used as a Numerator
Profit Attributable to ordinary Shareholders (34,047,945) (27.,142,660)
Number used as the Denominator
Weighted average number of Ordinary Shares 11,579,016 5,800,307
Basic Earnings per Ordinary Share (NPR) (2.94) (4.68)

5.30 Events after the Reporting Period

No circumstances have arisen since the reporting date which would require adjustments to, or
disclosure in the financial statements.

5.31 Related Party Transactions

Related parties of an entity represent parent company, major shareholders, associated companies,
directors and key management personnel of the Group, and companies of which they are principal
DWNErs.

The names of these related parties, nature of these transactions and their total value have been set out
in accordance with the provisions of NAS 24- "Related Party Disclosures”.

Key management personnel refers to the person who have autherity and responsibility for planning,
directing and controlling the activities of the entity either directly or indirectly.

The Company carries out transactions in the ordinary course of business with the parties who are
defined as related parties in the International Accounting Standard - NAS 24 (Related Party
Disclosures), the details of which are reported below. The pricing applicable to such transactions is
hased on the assessment of risk and pricing model of the company and is comparable with what is
applied to transactions between the company and its unrelated customers.

Related party transactions also includes transaction with entities that are controlled, joint ventures or
significantly influenced directly by any key management personnel or their close family members.

Key Managerial Personnel

S5 No. Name

Dr. Manik Lal Shrestha Chairman
2| Dr.Subarna Das Shrestha Executive Director
3 CA Bidhya Baridhi Sigdel Directar
4 Kanhaiya Kumar Manandhar Director
5 Shanti Niraula Ojha Director
é Bhaj Raj Paudel ““s]\General Manager

W E

BT FITF FERT FHT 3095 /0(9Q o




=
\ asf.. SWET GANGA HYDROPOWER & CONSTRUCTION LIMITED

Transactions with Key Managerial Personnel (KMPs)

According to Nepal Accounting Standard - NAS 24 (Related Party Disclosures) Key Managerial
Personnel (KMP) are those having authority and responsibility for planning, directing and controlling
the activities of the entity. Such KMPs include the Board of Directors of the Company (including both
Executive and Non-Executive Directors), key employees who are holding directorship in Subsidiary

companies of the Company.

Close Family Members (CFM) of the KMPs are those family members who may be expected to influence
or be influenced by that KMPs in their dealing with the entity. They may include KMPs domestic
partner and children of the KMPs domestic partner and dependents of the KMPs and the KMPs

domestic partner.

Compensation of key management personnel

Particulars 2078/79 2077/78
Short term employee benefits 10,348,821 9,071,175
Post-employment benefits 1,310,556 1,597,268
Directors' fees 141,500 70,000
Total 11,800,877 10,728,443
Particulars 2078/79
Board Meeting Fee 692,000
Communication Allowance 55,500
Other expenses related to Board Meeting 75,526
Related Party Transaction:
The company has entered into following transactions with related parties:
Related Party Status Amount[Rs.) | Transaction Type
Sanima Hydro & Engineering Pvt. Ltd. Promote 10,157,189 | Consultancy fee
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P.O. Box: 19737

SWET GANGA HYDROPOWER  Tel:977-1-4373030, 4372828

Emalll : sghcl@sanimahydro.com

8 CONSTRUCTION LIMITED Website ; www.swetgangahydropower.com
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