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SUBHASH & CO. Charter;d Accountants Tel: +977-01-4497223/01-4482239

Tanka Prasad Marg, Email: casubhash@wlink.com.np
Baneshwor Heights

P.O. Box: 129

Kathmandu, Nepal

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
Jalvidhyut Lagani Thatha Bikas Company Limited

We have audited the accompanying financial statements of Jalvidhyut Lagani Thatha Bikas Company Limited which comprise the Statement
of Financial Position as at Ashad 31st, 2074 (July 15, 2017) and the related Statement of Profit or Loss, Statement of Changes in Equity and
Statement of Cash Flows for the Year ended on that date.

Management’s Responsibility for the financial Stateme;wts

Management of the company is responsible for the preparation and fair presentation of these financial Statements in accordance with Nepal
Accounting Standards. This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with
Nepal Standards on Auditing. Those Standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements, The
procedures selected depend on our professional judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, we considered the internal control relevant to Company’s
preparation and fair presentation of the financial statements in order to design audit procedures that were appropriate in the circumstances,
but not for the purpose of expressing an opinion on the Company’s internal control. An audit also includes evaluating the appropriateness of

the accounting policies used and the reasonableness of accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements.

" We believe that the audit evidence we obtained is sufficient and appropriate to provide a basis for our opinion.

Basis for Disclaimer of Opinion .

The Institute of Chartered Accountants of Nepal (ICAN) changed the applicable Financial Reporting Framework for the Company to Nepal
Financial Reporting Standards (NFRS) from Nepal Accounting Standards effective from the financial year 2073/074 (2016/017).Change in
financial reporting framework required transition to Nepal Financial Reporting Standards as at 16 July 2016 and presentation of at least three
ststements of financial position, two statements of comprehensive income, two separate income statements, two statements of cash flows
and two statements of changes in equity and related notes, including comparative information. However, financial statement of Jalvidhyut
Lagani Thatha Bikas Company Limited has not been prepared based on transitional provision of Nepal Financial Reporting Standards (NFRS)-1

which requires identification, restatement, presentation and disclosure of financial information based on new accounting policies as per
Nepal Financial Reporting Standards.

The cumulative effect of not restating, presenting and disclosing financial information in compliance with transitional provision of NFRS is
uncetain and could be material and pervasive.

Disclaimer of Opinion

Because of significance of the matters decribed in the Basis for Disclaimer of Opinion paragraph, we have not been able to obtain sufficient
appropriate audit evidence for cumulative effect of not restating financial items and making additional disclosure as required by NFRS to

provide basis a basis for an audit opinion. Accordingly, we do not express an opinion on the financial statements which have not been
prepared in compliance with NFRS.

S Ufddcal 2003/08 U3t &i. °
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Report on Requirement of the Company Act 2063 and Other Prevailing Acts
On the basis of our examination and explanations given to us, we would like to report that:
i. We have obtained all the information and explanations, which were considered necessary for the purpose for our audit.

iii.

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

The Statement of Financial Position, Statement of Profi'té'or Loss, Cash Flow Statement, Statement of Changes in Equity dealt with by this
report is in agreement with the books of account maintained by the Company.

During our examination of the books of account of the Company, we have not come across the cases where the Board of Directors or any
jv. member of there or any representative or any office holder or any employee of the Company has acted contrary to the provisions of law or

caused loss or damage to the Company, and

v. We have not come across any fraudulence in the accounts.

Place: Kathmandu

Date: %?L\‘ % @6

FOR: SUBHASH & CO.

- Chartered Accountant
H LN
\CQ

L &%A. S.K. Jhunjhunwala
o> Partner

S Ufddcol 2003/©8
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Jalvidhyut Lagani Tatha Bikas Company Limited
Babarmahal, Kathmandu

Balance Sheet as at 31 Ashadh, 2074 (15™ July, 2017)

Current Year Previous Year

Particulars Schedule NRs NRs
ASSETS
Cash & Cash Equivalents 1 9.924,143,203.85 10,522,613,928.62
Prepayments and Accrued Income 2 86,536,918.09 30,279,518.31
Other Assets 3 2,546,299.60 2,800,827.84
Equity Investments 4 335,500,000.00 297,000,000.00
Loans to Business 5 762,631,485.87 156,986,938.71
Onlending-Loan (Kabeli Energy Limited) é.a 263,906,556.00 -
Deferred Income Tax Assets 1,196,173.00 1,165,712.00
Non-Operating Assets - -
Goodwill - -
Infangible Assets 8 - 5,906.13
Property, Plant and Equipment 7 11,062,132.65 11,609,893.88
Total Assets 11,387,522,769.06 11,022,462,725.49
EQUITY AND LIABILITIES
Trade & Other Payables 9 67,010,369.48 16,122,806.07
Other Liabilites & Provisions 10 58,986,373.17 2,300,213.36
Deferred Income - -
Corporate Income Tax Laibilites - 3,460,018.51
Onlending-Loan From GoN 6.b 263,906,556.00 -
Debt Instruments - -
Provisions for Possible Losses 1 7.626,314.86 1,569,869.39
Total Liabilities 397,529,613.51 23,452,907.33
Equity Attributable to Owners
Share Capitall 12 10,000,000,000.00 10,000,000,000.00
Share Premium - -
Convertible Preference Shares - -
Reserves and Surplus - -
General Reserve 13 457,998,631.12 359,801,963.64
Retained Earnings 526,966,346.88 638,042,142.52
Loan Guard Fund 14 3,832,004.55 -
Deferred Tax reserve 1,196,173.00 1,165,712.00
Total Equity 10,989,993,155.55 10,999,009,818.16
Total Equity and Liabilities 11,387,522,769.06 11,022,462,725.49

Schedules 1 to 22 are the integral part of these financial statements

Contingent Liabilities : Schedule 20

As per our report on even date

Mukti Bodh Neupane
DGM-Finance

CA Subhash kﬁvrh'élv"]'ﬁunjhunwala
Partner, Shubhash & Co. Chartered
Accountants

Chhabi Raj Pokhrel
Chief Executive Officer

Ramesh Paneru
Senior Account Officer

Deepak Paudel
Account Officer

Mahesh Rimal Lila Devi Gadtaula Uday Raj Sapkota

Director Director Director

Meg Bahadur Bishwakarma
Director Director Director

Anubi kuririlarHL‘Jbé‘ciiihyay
Date: 2074.07.20 Chairman
Place: Kathmandu
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Jalvidhyut Lagani Tatha Bikas Company Limited
Babarmahal, Kathmandu

Statement of Income for the year ended 31% Ashadh, 2074 (July 15™, 2017)

Current Year Previous Year

Particulars Schedule NRs NRs
Interest Income 15 782,522,148.16 507,714,492.22
Fee Income 16 18,866,263.11 3,849,674.53
Dividend Income - -
Net Foreign Exchange Gain (Loss) - -
Net Gain (loss) From Disposal Financial Assets - -
Other Income 17 145,775.00 143,700.00
Total Revenue 801,534,186.27 511,707,866.75
Employee Benefit Expenses 18 18,442,975.97 16,319,169.38
Financial Cost - 36,208.22
Depreciation and Amortization Expenses 7 2,744,281.82 3,413,235.03
Operating Expenses 19 16,573,147.59 15,239,893.35
Share Issue Expenses - 112,177,599.48
Provision For Loan Loss 1 6,056,445.47 1,.569,869.39
Total Operating expenses 43,816,850.85 148,755,974.85
Profit Before Bonus and Tax 757,717,335.42 362,951,891.90
Staff Bonus 56,127,210.03 -
Profit Before Income Tax 701,590,125.39 362,951,891.90
Income Tax Expenses 210,606,788.00 108,924,156.00
Current Tax 210,507,498.00 109,614,587.00
Previous Year's Tax 129,751.00 -

Deferred Tax

(30,461.00)

(690,431.00)

Net Profit (Loss) For The Year

490,983,337.39

254,027,735.90

As per our report on even date

Deepak Paudel
Account Officer

Ramesh Paneru
Senior Account Officer

Chhabi Raj Pokhrel
Chief Executive Officer

Mukﬁ éoah ‘lv\‘léu‘;vj‘ane
DGM-Finance

CA Subhash vl.(u”mé.r”Jvhvl.J‘njhunwala
Partner, Shubhash & Co. Chartered
Accountants

Mahesh Rimal
Director

Parakrgm Sharma Uday Raj Sapkota
Director .
Director

Lila Devi Gadtaula
Director

Director Director

Anup Kumar Upadhyay

Date: 2074.07.20 .
Chairman

Place: Kathmandu
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Jalvidhyut Lagani Tatha Bikas Company Limited

Babarmahal, Kathmandu
Cash Flow Statement for the year ended 31* Ashadh, 2074 (15™ July, 2017)

Current year Previous year
Particulars NRs NRs
Cash Flows from Operating Activities
Add: Interest Income 782,522,148.16 507,714,492.22
: Fee Income 18,866,263.11 3.849,674.53
: Dividend Income - -
: Other Income 145,775.00 143,700.00
Less: Employee Benefit Expenses Including Bonus (74,570,186.00) (16,319,169.38)
: Share Isuue Expenses - (112,177,599.48)
: Operating Expenses (16,573,147.59) (15,239,893.35)
: Income Taxes paid (226,091,751.00) (108,220,843.22)
: Interest Paid - (36,208.22)
(Increase) Decrease in operating assets:
Decrease (Increase) in Treasury Bills and Government Bonds - -
Decrease (Increase) in Loans and advances to Power Projects (590,190,045.16) (156,986,938.71)
Decrease (Increase) in Loans to Business - -
Decrease (Increase) in Prepayments and Accrued Income (56,257,399.78) (477,728.74)
Decrease (Increase) in Other Assets including Prepaid 254,528.24 (199,827.84)
Increase (Decrease) in Operating Liabilities:
(Decrease) Increase in Certificate of Deposit - -
(Decrease) Increase in Trade & Other Payables (15,441,930.59) 14,768,380.19
(Decrease) Increase in Other Liabilities/Provision 53,226,141.30 1,961,268.34
Net Cash from Operating Activities (124,109,604.31) 118,779,306.34
Cash Flows from Investing Activities
Purchase of Property, Plant & Equipment (2,190,614.4¢6) (1,200,154.07)
Disposal and maturity of investment in Debt Instruments of Power Projects - -
Equity instrument of Power Projects (38,500,000.00) (210,600,000.00)

Disposal of Equity Instrument of Power Projects
Dividends Received from Subsidiary and Associates

Net cash from Investing Activities

(40,690,614.46)

(211,800,154.07)

Cash flow from Financing Activities

Issue of Ordinary Share Capital - 2,000,000,000.00

Payment of Bonds and Debenture -

Dividends Paid (433,670,506.00) -
Net cash from financing activities (433,670,506.00) 2,000,000,000.00

Effects of Exchange Rate Changes on Cash and Cash Equivalents
Loan Guard Fund

Net Increase in Cash and Cash Equivalents (A+B+C+D)

(598,470,724.77)

1,906,979,152.27

Cash and Cash Equivalents at the beginning of period

10,522,613,928.62

8,615,634,776.35

Cash and Cash Equivalents at end of period (E+F)

9,924,143,203.85

10,522,613,928.62

Ramesh Paneru
Senior Account Officer

Deepak Paudel

Mukti Bodh Neupane
Account Officer

DGM-Finance
Manoj Kumar Gyawali Meg Bahadur Bishwakarma
Director Director

Date: 2074.07.20
Place : kathmandu

Parakram Sharma

Director

Chhabi Raj Pokhrel
Chief Executive Officer

Uday Raj Sapkota
Director

As per our report on even date

CA Subhash Kumar thunvjhu'nwala

Partner, Shubhash & Co. Chartered

Accountants

Mahesh Rimal
Director
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Lila Devi Gadtaula

Director

Anup Kumar Upadhyay

Chairman
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Jalvidhyut Lagani Tatha Bikas Company Ltd.

Jalvidhyut Lagani Tatha Bikas Company Limited

Babarmahal, Kathmandu

Profit and Loss Appropriation Account From 1st Shrawan,2073 to 31st Ashadh 2074

Current Year

Previous Year

Partivlars NRs NRs

Income

Neft Profit of Previous Year 638,042,142.52 435,510,384.80
Add: Current Year Profit 490,983,337.39 254,027,735.90
Deferred Tax Income of Previous Year 1,165,712.00 475,281.00

Total

1,130,191,191.91

690,013,401.70

Appropriation

General Reserve

Special Activities Reserve
Revaluation Reserve

Other Free Reserve

Retained Earnings

Debenture Redemption Reserve

98,196,667.48

50,805,547.18

Loan Guard Fund 3,832,004.55 -
Deferred Tax Fund 1,196,173.00 1,165,712.00
Dividend 500,000,000.00 -
Exchange Equilization Fund - -
Total 603,224,845.03 51,971,259.18
Accumulated Profit & Loss Account 526,966,346.88 638,042,142.52
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Jalvidhyut Lagani Tatha Bikas Company Ltd.

Jalvidhyut Lagani Tatha Bikas Company Limited

Babarmahal, Kathmandu

Schedule Annexed to and Forming part of the Balance Sheet & Statement Of Income for the year
ended 31st Ashadh, 2074 (15th July, 2017)

Current Year

Previous Year

Partuculars Schedule No. NRs NRs
Cash & Cash Equivalent 1
Petty Cash Fund - -
Current and Call Deposits
Agricultural Development Bank Ltd 260,833.42 258,440.20
Bank Of Kathmandu Ltd. 8,370,168.62 150,048.74
Century Commercial Bank Ltd. 19,993,847.24 7.814,820.80
Citizen Bank International Ltd. 11,041,043.54 7.156,665.39
Civil Bank Ltd. 18,653,742.80 1,945,043.58
Everest Bank Ltd (Operational Account ) 16,816,058.19 11,786,963.19
Everest Bank Ltd (Dharauti Account) 5,000.00 5,000.00
Global Ime Bank Limited 12,842,011.14 8.101,288.06
Himalayan Bank Limited 5,742,629.86 -
Prabhu Bank Limited 8,222,790.89 170,892.82
Janta Bank Nepal Limited 10,583,237.80 49,790.05
Kumari Bank Limited 14,069,404.81 105,728.26
Laxmi Bank Limited 169,390.22 179,061.59
Lumbini Bank Limited - 4,250,376.01
Machhachchhre Bank Limited 3.892,868.03 2,223,986.31
Mega Bank Nepal Limited 20,722,003.67 294,906.80
Nabil Bank Limited 114,500.00 114,500.00
NCC Bank Limited 19,190,828.01 5,545,419.62
Nepal Bangladesh Bank Ltd. 4,187,343.48 6,220,916.46
Nepal Investment Bank Limited 165,322.65 12,257.58
Nepal Rastra Bank 5,462.26 5,462.26
NIC Asia Bank Limited 16,364,987.43 6,154,533.01
NMB Bank Limited 8,719,342.18 102,906.60
Nepal SBI Bank Limited 40,824,624.97
Prime Commercial Bank Limited 30.427,138.05 5,937.977.40
Rastrya Banijya Bank Limited 15,312.11 5,416.33
Sanima Bank Limited 2,669,459.0/ 2,632,392.64
sSidanhartha Bank Limited 12,873,618.65 12,/59,518.U2
Sunrise Bank Limited 7.380,234.76 8,629,616.90
294,343,203.85 92,613,928.62

Fixed Deposits
Fixed Deposits with Various banks

Total

9.629,800,000.00

10,430,000,000.00

9,924,143,203.85

10,522,613,928.62

Total Balance of Call & Current Account as per Bank Statement Amounts to NPR 299353983.42

Prepayments and Accrued Income

Interest Accrued on Deposits and loan fo projects

Advance Income Tax
Prepaid Expenses

Advance to Share Registar (Global Ime Capital Ltd.)

Total

2

39.,005,326.68

29,707,056.67

15,454,502.00

747,595.41 572,461.64
31,329,494.00
86,536,918.09 30,279,518.31
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Jalvidhyut Lagani Tatha Bikas Company Ltd.

Jalvidhyut Lagani Tatha Bikas Company Limited

Babarmahal, Kathmandu

Schedule Annexed to and Forming part of the Balance Sheet & Statement Of Income for the year
ended 31st Ashadh, 2074 (15th July, 2017)

Current Year

Previous Year

Particulars Schedule No. NRs NRs

Other Assets 3

Staff Advance Salary - 913,750.00

Deposits 21,750.00 21,750.00

Loan to Staff 2,524,549.60 1,865,327.84
Total 2,546,299.60 2,800,827.84

Equity Investments 4

Power Transmission Company Limited 56,000,000.00 42,000,000.00

Remit Hydro Limited 255,000,000.00 255,000,000.00

Vidhyut Utpadan Company Limited 20,000,000.00 -

Nepal Power Trading Company Limited 2,250,000.00 -

NEA Engineering Company Ltd 2,250,000.00 -

335,500,000.00 297,000,000.00

Loan to Business (Power Projects) 5

Himalayan Power Partner Limited 92,498,047.88 33,633,121.72

Arun Kabeli Power Limited 132,573,210.18 60,995,230.59

Mountain Hydro Nepal P. Ltd. 99,474,370.33 31,921,596.05

Upper Solu Hydroelectric Co. Ltd. 77,687,551.52 30,436,990.35

Solu Hydropower Private Limited
Mandu Hydropower Ltd.

Robust Energy Ltd.

Nyadi Hydropower Limited

Onlending Loan to KEL

Opening balance

Add :Disbursment During the year
Add: Interest Charged During the year

Less: Repayment of Interest During the year

Total

Onlending Loan From GoN (World Bank)
Opening balance

Add :Receipts During the year

Add: Interest Accrued During the year

Less: Repayment of Interest During the year

Total

Intangible Assets
Website Development

Total

Trade & Other Payables
Account Payable

Meeting Fee Payable
Dividends Payable (Public Shareholders)
TDS Payable
Retention Money Deduction
Total

Other Liabilities and Provisions
Provision for Leave Encashment
Provision for Employe Welfare Expenses
Provision for Expenses
Provision for Staff Bonus

Total

160,725,000.00
29,494,766.98
136,586,810.94
33,591,728.04

762,631,485.87

156,986,938.71

6.a
263,823,000.00 -
83,556.00 -
263,906,556.00 -
6.b
263,823,000.00 -
83,556.00 -
263,906,556.00 -
8
- 5,906.13
- 5,906.13
9
14,114.00 567,766.78
79,350.00
66,329,494.00 -
491,111.48 15,458,739.29
96,300.00 96,300.00
67,010,369.48 16,122,806.07
10
554,880.06 480,555.02
1,849,302.81 1,819,658.34
454,980.27
56,127,210.03 -
58,986,373.17 2,300,213.36
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Jalvidhyut Lagani Tatha Bikas Company Ltd.

Jalvidhyut Lagani Tatha Bikas Company Limited
Babarmahal, Kathmandu
Schedule Annexed to and Forming part of the Balance Sheet & Statement Of Income for the year
ended 31st Ashadh, 2074 (15th July, 2017)
Current Year Previous Year

Particulars
Loan Loss Provision
Performing Loan
Pass Loan
Watchlist
Non Performing Loan
Substandard
Doubtful
Loss
Total Loan
Loan Loss Provision
Pass
Watchlist
Substandard
Doubtful
Loss
Total Loan Provision
Provisioning up to Previous Year
Written Back Provision
This Year's Additional Provision

Schedule No.
1

NRs

762,631,485.87

NRs

156,986,938.71

762,631,485.87

156,986,938.71

7,626,314.86 1,569.869.39
7,626,314.86 1,569,869.39
1,569,869.39 -

6,056,445.47 1,569,869.39
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Jalvidhyut Lagani Tatha Bikas Company Ltd.

Jalvidhyut Lagani Tatha Bikas Company Limited
Babarmahal, Kathmandu
Schedule Annexed to and Forming part of the Balance Sheet & Statement Of Income for the year
ended 31st Ashadh, 2074 (15th July, 2017)

Current Year Previous Year
Particulars Schedule No. NRs NRs

Share Capital 12
Avuthorized
50,00,00,000 Ordinary Shares @ Rs. 100/- each 50,000,000,000.00 50,000,000,000.00
Issued
10,00,00,000 Ordinary Shares @ Rs. 100/- each 10,000,000,000.00 10,000,000,000.00
Paid Up
10,00,00,000 Ordinary Shares @ Rs. 100/- each 10,000,000,000.00 10,000,000,000.00
Total 10,000,000,000.00 10,000,000,000.00
General Reserve 13
Opening Balance 359,801,963.64 308,996,416.46
Add: Additions In the Current year 98,196,667.48 50,805,547.18
Total 457,998,631.12 359,801,963.64
Loan Guard Fund 14
Opening Balance - -
Add: Additions In the Current year 3,832,004.55 -
3,832,004.55 -
Interest Income 15
Interest From Fixed Deposits 718,732,349.67 488,788,009.34
Interest From Call Deposits 25,428,181.99 12,679,245.48
Interest From Loan to Projects 38,320,045.50 6,227,861.40
Interest from loan to Staff 41,571.00 19,376.00
Total 782,522,148.16 507,714,492.22
Fee Income 16
Management Fees 11,364,000.00 2,846,856.25
Other Fee/LC Commission 7,502,263.11 1,002,818.28
Total 18,866,263.11 3,849,674.53
Other Income 17
Rent Income 120,000.00 120,000.00
Tender & Application Fees 25,775.00 23,700.00
Total 145,775.00 143,700.00
Employee Benefit Expenses 18
Salary 8,462,910.58 6,619,476.04
Allowance 4,756,961.69 4,660,745.84
Staff Training 520,392.40 1,5651,158.14
Dress Allowance 292,500.00 262,500.00
Incentives 304,800.00 -
Leave Encashment 308,740.46 207,036.67
Group Accidental Insurance 44,025.35 16,274.26
Health Insurance 43,864.78 13,932.91
Group Life Insurance 1,253,993.26 729,130.51
Staff Welfare Expenses 1,020,388.22 1,819,658.34
PF Contribution Expenses 609,399.23 439,256.67
Vehicle Facilities 825,000.00 -

Total

18,442,975.97

16,319,169.38
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Jalvidhyut Lagani Tatha Bikas Company Ltd.

Jalvidhyut Lagani Tatha Bikas Company Limited
Babarmahal, Kathmandu

Schedule Annexed to and Forming part of the Balance Sheet & Statement Of Income for the year
ended 31st Ashadh, 2074 (15th July, 2017)

Current Year Previous Year

Particulars Schedule No. NRs NRs
Operating Expenses 19
Advertisement & Promotional Costs 1,477,819.50 593,198.60
AGM Expenses 599,441.82 146,593.11
Appraisal & Investigation Cost 532,100.00 1,875,847.60
Audit and Examination Fee 678,252.10 1,005,961.30
Bank Charges 6,310.01 8,030.00
Cleaning (Janitorial Services) 108,543.02 32,181.00
Communications (Postage, Telex, Telephone & Fax) 305,708.20 236,767.24
Conference and Seminar Expenses 720,702.49 719,853.03
Consultancy Services Fees 615,634.18 958,666.97
Corporate Social Responsibility 314,238.00 203,941.50
Cost of Space Occupied 1,641,720.00 1,611,720.00
Directors Meeting Fees and Allowances 2,289,050.00 2,019,775.00
Directors Meetings Expenses 256,023.86 260,457.45
Fee and Renewal Charges 98,435.00 88.570.00
Fuel Expenses 570,408.82 447,903.70
Insurance of Fixed Assets 167,501.07 173,825.05
Kitchen Utensil & Others 72,715.75 62,702.76
Legal Expenses - 194,360.00
Magazines and Periodicals 37.650.00 33,185.00
Management Meetings Expenses 127,924.39 220,824.92
Management Meetings Fee/Allowances 934,626.82 1,254,550.00
Membership and Subscription Fee 17.746.65 25,000.00
Miscellaneous Office Expenses 117,251.62 129,358.50
Printing & stationery Expense 363,136.02 252,416.91
R&M Computer Equipments 136,071.50 88,555.00
R&M Furniture & Fixtures 96,931.40 10,593.75
R&M Machinery & Equipment 22,600.00 -
R&M Vehicle 571,242.12 158,792.14
AMC for ERP Software 144,450.00 -
Refreshment 177,519.09 149,502.72
Security Expenses 185,772.00 305,637.71
Share Management Expenses 1,700,993.14 -
Travelling Allowance & expense 1,023,190.67 1,557,628.49
Water & Electricity 461,438.35 413,493.90

Total 16,573,147.59 15,239,893.35
Contingent Liabilities 20
Letters of Credit 702,665,717.44 113,853,712.21
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Jalvidhyut Lagani Tatha Bikas Company Ltd.

Jalvidhyut Lagani Tatha Bikas Company Limited

Babarmahal, Kathmandu
Schedule 21
Significant Accounting Policies
For the Year Ended 31st Ashadh, 2074

1. General Information

Following Government of Nepal's decision, Jalvidhyut Lagani Tatha Bikas
Company Limited or Hydroelectricity Investment and Development Company
Ltd. (HIDCL) in English was formally established on 11 July, 2011 under the
Company’s Act, 2063. Engaged in a mission to mobilize funds from domestic and
international resource base to cater to the needs of investments in middle to
mega hydroelectricity generation, fransmission and distribution projects, offering
timely and quality services to customers and partners with integrity and
professionalism, and creatfing value to the shareholders, HIDCL envisages to
become the leading hydropower investment company of the country.

2. SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of Preparation

2.1.1 Statement of Compliance

Financial statements have been prepared in accordance with Nepal
Accounting Standards (NAS) to the extent applicable and the prevailing
Company Act, 2063 and except where otherwise stated, they are based on
accrual and historical cost convention basis. These policies are consistently
applied to all the years presented unless stated otherwise.

2.1.2 Critical Accounting Estimates

The preparation of the financial statements in conformity with Nepal Accounting
Standards requires the use of certain critical accounting estimates and
judgments. It also requires management to exercise judgment in the process of
applying the company’s accounting policies. The company makes certain
estimates and assumptions regarding the future events. Estimates and judgments
are continuously evaluated based on historical experience and other factors,
including expectations of future events that are believed to be reasonable
under the circumstances. In the future, actual results may differ from these
estimates and assumptions. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year are to be disclosed.
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Jalvidhyut Lagani Tatha Bikas Company Ltd.

2.1.3 Functional and Presentation Currency

The financial statements are prepared in Nepalese rupees, which is the
company’s functional currency. All the financial information presented in
Nepalese rupees has been rounded to two decimal humbers, except otherwise
indicated.

22 Accounting Policies
The principal accounting policies adopted in the preparation of the financial
statements are set out below.

2.2.1 Cash and Cash Equivalents
Cash and cash equivalents comprise cash balances, all deposits with banks and
other short term highly liquid investments.

2.2.2 Intangible Assets

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

2.2.3 Property, Plant and Equipment

ltems of property, plant and equipment are initially recognized at cost. Cost
includes the purchase price and other directly attributable costs as well as the
estimated present value of any future unavoidable costs of dismantling and
removing items. The corresponding liability is recognized within provisions.

2.2.4 Depreciation
a. Fixed assets are stated at cost less accumulated depreciation

b. Developments made on lease hold property are depreciated at rates based
on their useful life, using the straight line method and grouped under lease
hold development in Schedule 6. The leasehold development shall be
depreciated in 5 years on straight line basis as per the contract.

c. The method and rate of depreciation used is as Follows:

Category Rate of Depreciation
Vehicle 20% on WDV Method
Computer & office Equipment 25% on WDV Method
Furniture & Fixtures 25% on WDV Method
Other Assets 15% on WDV Method
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The normal rate of depreciation is applied for the assets purchased on or
before the 1st and 2nd quarter of the financial year. Whereas, for assets which
were purchased during the 3@ and 4t quarter of the financial year the
depreciation rate applied is 2/39 and 1/39 of the normal rate of depreciation.

d. Fixed assets costing less than NRs.5000.00 has been charged-off as revenue
expense in the year of purchase irrespective of their useful life.

22,5 Trade and Other Receivables
Trade and other receivables are stated at their cost less provision for impairment.
The amount of the provision is recognized in the income statement.

2.2.6 Inventory

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

However, in case of inventory of stationery items; the amount is directly charged
to revenue at the time of purchase.

227 Investments in Equity Securities
Investment is carried at cost or market value whichever is lower. However, in the
case of unlisted securities the investment is carried at cost.

2.2.8 Share capital
The company’s equity shares are classified as equity instruments.

229 General Reserve Fund
Company has appropriated 20% of net profit after tax fowards General Reserve
Fund.

2.2.10 Loan Guard Fund

The company has to maintain Loan Guard Fund by crediting 10% of interest
income from loans disbursed (including capitalized interest) to hydroelectricity
generation, fransmission and distribution projects in the fiscal year as per the
Loan Loss Provision Guidelines of the Company. The company has not created
loan guard fund in the case of interest income from Kabeli Energy Limited as in
this loan the company does not assume any risk.

2.2.11 Trade and Other Payables
Trade and other payables are stated at their cost.

2.2.11 Provisions, Contingent Liabilities and Contingent Assets
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The company creates a provision when there is a present obligation as a result of
past events that probably requires an outflow of resources and a reliable
estimate can be made of the amount of the obligation. A disclosure for a
contfingent liability is made when there is a possible obligation or a present
obligation that may, but probably will not, require an outflow of resources. When
there is a possible obligation or a present obligation in respect of which the
likelihood of the outflow of resources is remote, no provision or disclosure is
made.

2.2.12 Provision for Possible Losses
The Loan Loss Provisions on the loan provided to hydroelectricity generation,
fransmission and distribution projects will be:

S.No Classification Loan Loss Provision
1 Performing Regular 1 % on the Outstanding Loan
Watch-list 10 % on the Outstanding Loan
2 Non- Sub-Standard 25 % on the Outstanding Loan
Performing Doubtful 50 % on the Outstanding Loan
Bad 100 % on the Outstanding Loan

The company has made an on-lending of loan to Kabeli Energy Limited. The risk
on this loan has to be borne by the Government of Nepal and HIDCL does not
have to take any liability whatsoever, HIDCL does not have to make provision for
loan loss.

2.2.13 Interest Income
Interest income from investments and other assets arerecognized on an accrual
basis.

2.2.14 Management Fees
Management fees are recognized in the year when the services are executed.

2.2.15 Employee Benefit

a. Short Term Employee Benefit

The undiscounted amount of short-term employee benefits, such as salaries,
medical facilities, allowances, etc. which are expected to be paid in exchange
for the service rendered is recognized during the period when the employee
renders the service.

Company offers leave encashment facilities to its staffs which may be en-cashed
during the service period as per staff service rules of the company and unused
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leave accumulated and paid at the time of separation from service. Provision for
leave is made on accrual basis and accounted accordingly in thebooks of
accounts in accordance with staff service bylaws.

b. Defined Contribution Plan

Company conftributes 10% of the basic salary of all permanent employees and
CEO; the amount is deposited in approved retirement fund. Company's
contribution is charged as expenses when employee has rendered service to the
company.

c. Defined Benefit Plan

Permanent employees of the company are eligible for the gratuity payment on
leaving the service as per the staff service bylaw of the company. To be eligible
under this scheme they have to contribute at least 5 years of service. The
company so far has not made any provisions regarding gratuity.

2.2.16 Taxation Including Deferred tax

Income tax on the profit or loss for the year comprises current taxes and deferred
taxes. Income tax is recognized in the income statement except to the extent
that it relates to items recognized directly to equity. Current tax is the expected
tax payable on the taxable income for the year using tax rates at the balance
sheet date and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for
temporary differences between the carrying amount of assets and liabilities for
financial reporting purpose and the amounts used for faxafion purposes. The
amount of deferred tax provided is based on the expected on realization or
seftlement of the carrying amount of assets and liabilities using tax rates at the
balance sheet date.

A deferred tax asset is recognized only to the extent that it is probable that future
taxable profits will be available against which the asset can be ufilized. Deferred
tax assets are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.

The company has adopted a practice to appropriate amount equal to the
deferred tax assets to deferred tax reserve.

2.2.17 Previous Year Figures
Previous year's figures are regrouped or rearranged where ever necessary.
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JalvidhyutLaganiTathaBikas Company Limited
Babarmahal, Kathmandu

Notes fo Accounts
For the Year Ended 31stAshadh 2074

1. Fixed Deposits

Schedule 22

Fixed Deposits as shown in schedule 1 consists of "One Year Fixed Deposits” placed in various
commercial banks on different dates. Fixed Deposits in various commercial banks as on

315t Ashadh, 2074 is Rs 9,629,800,000.00

2. Accrued Interest Receivable

Accrued interest receivable as on 315t Ashad, 2074 is Rs.39,005,326.68.

(Amount in Rs.)

S.N | Name of Bank Amount
1 Bank of Kathmandu Limited 26,204,466.40
2 | Civil Bank Limited 2,054.79
3 Global IME Bank Limited 47,215.35
4 | Himalayan Bank Limited 2,425,643.84
5 Kumari Bank Limited 2,070,362.73
6 | Machhapuchchhre Bank Limited 2,170,205.47
7 NCC Bank Limited 18.835.53
8 NMB Bank Limited 5,796,574.68
9 NB Bank Limited 61,642.28
10 | Solu Hydropower Private Limited (Lower Solu HEP -82MW) 208,325.61

Total 39,005,326.68

3. Equity Investments

The total equity investment as depicted in schedule-4 is Rs. 33.55 crores as on 315tAshadh,

2074. The details of the same is provided below:

e Company has made additional investment of Rs. 1.4 crores in the equity shares of
Power Transmission Company Nepal Ltd. (PTCN). The total equity investment in PTCN

stands at Rs 5.6 crore, which is 14% of the issued share capital of PTCN.

e The total equity investment in Remit Hydro Limited is Rs.25.5 crore, which is 100% of

the issued share capital of Remit Hydro Limited.

e The company has made equity investment of Rs.2crores in Vidhyut Utpadan
Company Limited, which is formed for the purpose of developing mega hydropower
projects in Nepal. This is a government initiative venture, where JLTBCL has 4% shares

in the capital structure.
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e The company has also made 15% commitment in NEA initiated NEA Engineering
Company Ltd and Nepal Power Trading Company Limited. During the reporting
period, the company has made equity investment of Rs. 22.50 lakh each in both the
companies.

4. Fixed Assets

During the year company has purchased fixed assets amounting to Rs.2,190,614.46 and
Rs.2,744,281.82 was charged as depreciation and amortization expenses on fixed assets as
per the policy of the company.

5. General Reserve Fund

The company has credited Rs. 98,196,667.48 to maintain General Reserve by crediting 20%
of the net profit earned in the fiscal year.

6. Loan Guard Fund

The company has credited Rs. 3,832,004.55 to maintain Loan Guard by crediting 10% of
inferest income from loans disbursed (including capitalized interest) to hydroelectricity
generation, fransmission and distribution projects in the fiscal year as per the Loan Loss
Provision Guidelines of the Company. The company has not created loan guard fund in the
case of inferest income from Kabeli Energy Limited as in this loan the company does not
assume any risk.

7. Provision for Bonus

Provision for bonus of Rs. 56,127,210.03 has been made in the current fiscal year as per the
provision of the Bonus Act, 2030. It is subject to approval from Government of Nepal.

8. Contingent Liability
Letter of Credit

Contingent Liability was made for the outstanding LC facility of Rs.669,893,875.33
Related Party Disclosure
Company has made following fransactions with related partfies:-

Transactions with Promoter Shareholders

S.N. | Name of the Organization Details of Transaction
1 Rastriya Beema Sansthan | Insurance premium of Rs. 1,787,593.31 was made
(RBS) during the fiscal year 2073/74 for Group Life

Insurance of staffs.
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2 Employee Provident Fund | The total amount deposited in EPF during the
(EPF) fiscal year 2073/74 including employees’
confribution was Rs.1,211,898.46

3 Citizens Investment Trust (CIT) | The total amount deposited voluntarily by
different employees in CIT during the fiscal year
2073/74 Rs.1,204,000.00

Transactions with Subsidiary Company

Company has made the following fransactions with Remit Hydro Limited, which is 100%
subsidiary company of HIDCL.
(Amount in Rs.)

S.N. | Nature of Transactions Amount
1. Rental Income 120,000.00

The management team of Remit Hydro Ltd has been represented by officials from HIDCL
from the inception of Remit Hydro Limited. However, they have not received any monetary
benefits from the company except for doing ad-hoc assignments of RHL like formation of
different documents, preparation of technical documents etc.

Transactions with Key Management Personnel

Payments made by the company to key management personnel of the company in the
fiscal year 2073/74 are as follows:
(Amount in Rs)

Party Particulars Amount Amount
Directors Meeting Allowance 1,216,000.00
_ Salary and Allowance 2,000,699.38
Rgfggd Meeting Allowance 234,000.00
Total 2,234,699.38
Exicti Salary and Allowance 1,614,351.81
)((':SEgg Meeting Allowance 50,000.00
Total 1,664,351.81
Grand Total 5,115,051.1¢9
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9. Earnings Per Share

The company’s earnings per share (EPS) is Rs 4.91 (previous Year Rs.2.54). The company
does not have any convertible instruments, therefore computation and disclosure of diluted
EPS is not required.

10. Loan Commitment

The company has made total loan commitment of Rs.5,386 millions in the following projects
under consortium finance.

(Amount in Rs. Million)

. Location Capacity . To.t al HIDCL
S.No Projects . Consortium Lead Project Investment
(District) (MW) c .
ost Commitment
1 MristiKholaHEP Myagdi 42 NABIL Bank Ltd. 5640 986
2 DordiKholaHEP Lamjung 27 Prime Commercial 3590 500
Bank Ltd.
SoluHEP Solukhumbu 23.5 Laxmi Bank Ltd 4100 200
Lower Solu HEP Solukhumbu 82 Prime Commercial 16900 600
Bank Ltd.
5 Lower HewaHEP Panchthar 21.6 Prime Commercial 3758 150
Bank Ltd.
6 Bagmati Small Lalifpur&Ma 20 Prime Commercial 3607 200
HEP kwanpur Bank Ltd.
7 Kabeli B1 HEP Panchthar& 25 NIBL 4000 200
Taplejung
8 Nyadi Lamjung 30 Everest Bank Ltd. 5866 450
Hydropower
Project
9 Super Dordi HEP Lamjung 49.6 NABIL Bank Ltd. 8431 400
10 SoluDudhkoshi Solukhumbu 86 Nepal Investment 11860 900
HEP Bank Ltd.
11 Likhu -1 HEP Ramechhap 51.4 Prime Commercial 9287.3 800
Bank Ltd.
Total 458.1 77,039.3 5,386

In addition to above, Company has involved in on-lending of the loan facility of USD 40
Million made available to Nepal Government by World Bank (Infernafional Development
Association) for the development of Kabeli-A HEP (37.6 MW) located in Panchthar and
Taplejung districts. Disbursement of loan to this project in the fiscal year is Rs. 2.55 Million.

11. A. Interest Income from fixed and call deposit.

The company made deposits in call accounts and fixed deposit accounts in various
commercial bank and earned total interest of Rs 744,160,531.66 which is shown in schedule
15.

e Inferest from Fixed Deposits : Rs 718,732,349.67

e Inferest from Call Deposits : Rs 25,428,181.99
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B. Interest Income from Loan Disbursed to Power Projects (As per schedule 15)

(Amount in Rs)

S.N | Projects Name Developers Name Total Interest

1 | Solu HEP - 23.5 MW Upper Solu Hydroelectric Co. Ltd. 4,870,561.17
2 | Dordi Khola HEP - 27 MW Himalayan Power Partners Ltd. 6,823,926.16
3 | Kabeli B1 -25MW Arun Kabeli Power Limited 8.791,951.26
4 | Lower Hewa HEP- 21.6 MW Mountain Hydro Nepal Ltd. 6,551,874.28
5 | Mistrikhola HEP -42 MW Robust Energy Limited 6,581,676.94
¢ | Lower Solu HEP* 82 MW Solu Hydropower Private Limited 3,819,540.61
7 | Nyadi HEP-30 MW Nyady Hydropower Ltd 484,632.08
g | Bagmati Small HEP-20 MW Mandu Hydropower Ltd. 395,883.00

Total 38,320,045.50

12. Fees and Commissions.

Management fee is received from successful financial closure of projects and LC
commission is received from letter of credit facilities provided to projects. The amount of
management fee and LC Commission isRs.18,886,263.11 which is shown in schedule 16. The
details of which is:-

(Amount in Rs.)

SN Name of Project Management LC. : Total Fe.es-and
Fees Commission Commissions
1 Solu Hydroelectric Project-23.5Mw - 287,299.93 287,299.93
2. | Mristi Khola HEP- 42MW - 1,722,506 1,722,506
3 | KabeliB1 Hydroelectric Project-25 MW - 54,898.43 54,898.43
4 | Lower Hewa Hydroelectric Project-21.6 MW - 245,541.97 245,541.97
5 | Lower Solu Hydroelectric Project-82 MW - 4,947,644.57 4,947,644.57
6 | Bagmati Hydroelectric Project -20 MW - 244,371.6 244,371.6
7 | Kabeli—A Hydroelecftric Project - 37.6MW 10,364,000.00 - 10,364,000.00
8 | Likhu-1 Hydroelectric Project -51.4 MW 1,000,000.00 - 1,000,000.00
Total 11,364,000.00 | 7,502,263.11 18,886,263.11

13. Written Off Expense

Rs. 5,906.13 was charged to income statement as infangible assets written off and the same
has been depicted in schedule 8. The details of the same is provided below:
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(Amount in Rs.)

Intangible assets Opening Balance Write off Closing Balance
Website Development Expenses 5,906.13 5,906.13 i
Total 5,906.13 5,906.13 )

14. Income Taxes

Income Tax liability has been computed as per the provisions of Income Tax Act, 2058. The
fiscal year 2073-74tax is Rs 210,507,498.

Deferred tax assets of Rs.1,165,712 up to previous fiscal year attributable to temporary
difference has been accounted in the Statement of Income as a separate item.

The Deferred Tax Assets as shown in the Balance Sheet is Rs 1,196,173 which has been
derived after addition of deferred tax income of Rs. 30,461 in this fiscal year and the same
has been provided in the Statement of Income.

Separate reserve for deferred tax assets has been created out of the company's profit and
has been separately shown in the balance sheet.

The Deferred tax has been computed as follows:
(Amount in Rs.)

S.N Particulars As per Financial Statement As per Tax Base Temporary Difference

1 Fixed Assets 11,062,132.65 12,645,192.16 1,583,059.51

5 Provisions 2,404,182.87 i 2,404,182.87
Total Temporary Difference 3,987,242.38
Total Deferred Tax Assets/(Liability) 1,196,173.00
Less: Opening Deferred Tax Assets 1,165,712.00
Additional Deferred tax assets in the F/Y 2073.74 30,461.00

15. Share Capital

The paid up share capital of the company now stands at Rs.10,000,000,000.00 as shown in
schedule 12.

16. Undistributed Dividend

The total dividend payable for last year was Rs. 50 crores before tax. Out of this amount Rs.
lcrore was deposited as tax to the tax office and remaining 45.5 crores was paid to
different shareholders and share registrar. Remaining dividend of Rs. 3.5 crores has been
shown as dividend payable which will be disbursed to the share registrar once demand for
the payment is requested from them based on the request of public shareholders.
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Dematerialization of shares by shareholders is a requirement for the payment of dividends.
Large numbers of shares are yet to be dematerialized by the shareholders.

17. Proposed Dividend

The Board of Directors on its 163" Meeting has proposed 5% dividend including tax to the
shareholders of the Company.
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