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G. Paudyal & Associates it Floor, Tewa Tower

Teku, Kathmandu
Chartered Accountants | Tel: 014233709
ICAN Regd. No.: 307 Website: www.gpa.com.np

il: alassociates@gmail.
PAN : 602785567 Email: gpaudyalassociates@gmail.com

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
BARUN HYDROPOWER COMPANY LIMITED

Disclaimer of Opinion

We were engaged to audit the accompanying financial statements of Barun Hydropower Company Limited (‘the company’)
comprises Balance Sheet as at Ashadh 31, 2078 (corresponding to July 15, 2021), Income Statement, Statement of Cash
Flows, Statement of Changes in Equity for the period then ended and Notes to the Financial Statements.

We do not express an opinion on the financial statements. Because of the significance of the matter described in the Basis for
Disclaimer of Oplmon section of our report, we have not been able to obtain sufficient appropriate audit evidence to provlde a
basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

The financial statements of the company are not complied with Nepal Financial Reporting Standards (NFRS). As a result, we
were unable to determine whether any adjustments were necessary in respect of the financial statements. The effect of not
restating, presenting and disclosing financial information based on provisions of NFRS is uncertain and could be material and
pervasive.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management of the company, is responsible for the preparation and fair presentation of the financial statements in accordance
with Nepal Financial Reporting Standards(NFRS) and for such internal control as management determines is necessary to
enable preparation of financial statements that are free from material misstatements , whether due to fraud or error.

In preparing the Financial Statements, management is responsible for assessing the Company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

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

Auditors’ Responsibilities for the Audit of Financial Statements

Our responsibilities is conduct an audit of the company’s financial statements in accordance with Nepal Standard on Auditing.
Because of the matters described in the Basis for Disclaimer of Opinion paragraph, we are not able to obtain sufficient
appropriate audit evidence to provide a basis for audit opinion on these financial statements.

We are independent of the company in accordance with ethical requirement that is relevant to our financial statements, we
have fulfilled our ethical responsibility in accordance with these requirements.

Report on Other Legal & Regulatory Requlrements and Significant informations.
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.
ii. ~Company has kept proper books of accounts as required by law, except as required by Nepal Financial Reporting

Standards.

iii.  The Balance Sheet, Income Statement, Statement of Cash Flows, Statement of Changes in Equity dealt are in
agreement with the books of account maintained by the Company. However, it is not complied with Nepal Financial
Reporting Standards and subject to party and receivables confirmation. Further, the company has not written off Rs
1,73,71,000 as bad debt receivable from CE Hydromechanical works Pvt Ltd which is expected to be irrecoverable as
there is no any confirmation from the party and in previous year the company has written off Rs 17,06,50,00 as bad
debt .There is no consistency in written off policy due to this the company’s profit has been overstated by Rs
1,73,71,000 during the year, because of not written off. Losses is expected to arise if there is failure of
Recovery/Settlement of advances seems since long i.e of Rs 4,01,46,623( Details in Sch-5 of financial Statements)
including receivable from CE Hydromechaincial works Pvt Ltd, which will ultimately have adverse impact in reserve
and surplus of the company Again, the company has not tested for the impairment of Receivables and investment and
have been valued at cost. Staff bonus has been provision at the rate of 2% of profit before tax as per Electricity
Regulation Act, 2050 only.

iv.  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 member thereof or any representative or any office holder or any employee of the Company l..;
acted contrary to the provisions of law or caused loss or damage to the Company except mentioned above and

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

UDIN Number:211101CA00387x76CW
For: G.Paudyal & A
Chartered Ac:
Place: Kathmandu, Nepal X

Date: o) 077 @+ 07+ 1 S CA
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Barun Hydropower Company Ltd
Balance Sheet
As at 31 Asadh, 2078 (15 July, 2021)

Particulars Schedule Current Year Previous Year
Assets
Non-Current Assets
Property, Plant and Equipment 1 653,930,633.00 651,489,751.00
Less: Accumulated Depreciation (198,426,306.00)| (179,357,642.00)
Net Property, Plant and Equipment 455,504,327.00 472,132,109.00
Investment (At Cost) 2 946,000.00 946,000.00
Total Non-Current Assets 456,450,327.00 473,078,109.00
Current Assets
Cash & Bank Balances 3 2,628,541.00 4,429.227.00
Receivables 4 11,443,210.00 15,423,983.00
Loans, Advances & Deposits 5 41,198,102.00 40,368.441.00
Total Current Assets 55,269,853.00 60,221,651.00
Total Assets 511,720,180.00 533,299,760.00
Equity & Liabilities
Equity
Share Capital 6 267,907,500.00 |  255,150,000.00
Reserve and Surplus 7 5,024,732.00 16,222 815.00
Total Equity 272,932,232.00 271,372,815.00
Long Term Borrowings 8 220,286,808.00 240,455,728.00
Current Liabilities
Short Term Borrowings 9 2,500,000.00 5,000,000.00
Other Payables 10 16,001,140.00 16,471,217.00
Total Current Liabilities 18,501,140.00 21,471,217.00
Total Equity And Liabilities 511,720,180.00 533,299,760.00
Notes to the Accounts 16
Kathmandu As per our attached report of even date
Date For: G.Paudyal & Associates
Chartered Accountants
Dr Bhusan Guragain Dr Abhinav Dahal CA Ghanshyam Paudyal
Chairman Director Partner
Ramesh Adhikari Robin Subedi Krishna L. Shrestha ~ Shamikshya Khatiwada
Director Director Director Director
Samjhana Tajale Prakash Bhujel
Independent Director Company Secretary
N qo | T
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Barun Hydropower Comapany Ltd
Income Statement

For the Year Ended 31 Ashad, 2078 (15 July, 2021)

Particulars Schedule Current Year Previous Year
Income
Income from Power Sales 59,758,726.00 85,004,430.00
Other Income 11 - 162,336.00
59,758,726.00 85,166,766.00
Operating Expenses
Royalty 12 1,645,175.00 2,150,089.00
Administrative Expenses 13 5,120,282.00 21,463,461.00
Project Expenses 14 10,074,291.00 5,956,332.00
Operating Profit 42,918,978.00 55,596,884.00
Less:
Financial Expenses 15 21,287,504.00 30,139,537.00
Depreciation Charges 19,068,664.00 18,911,590.00
Net Profit / (Loss) Before Bonus 2,562,810.00 6,545,757.00
Staff Bonus 51,256.00 130,915.00
Profit After Bonus 2,511,554.00 6,414,842.00
Less: Current Tax 258,155.00 -
Deferred Tax - -
Profit/(Loss) After Income Tax 2,253,399.00 6,414,842.00
Less: Corporate Social Responsibility (CSR) 22.534.00 64,148.00
Net Profit After Tax 2,230,865.00 6,350,694.00
Profit/(Loss) Appropriation
Profit For The Year 2,230,865.00 6,350,694.00
Profit Upto Previous Year 16,222,815.00 9,872,121.00
Less: Dividend (12,757,500.00) -
Less: Dividend Tax (671,448.00) -
Balance Transferred to Reserve & Surplus 5,024,732.00 16,222,815.00
Notes to the Accounts 16
Kathmandu As per our attached report of even date
Date For: G.Paudyal & Associates

Dr Bhusan Guragain Dr Abhinav Dahal CA Ghanshyam Paudyal
Chairman Director Partner
Ramesh Adhikari Robin Subedi Krishna L. Shrestha ~ Shamikshya Khatiwada
Director Director Director Director
Samjhana Tajale Prakash Bhujel

Independent Director

Chartered Accountants

Company Secretary
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Barun Hydropower Comapany Ltd
Cash Flow Statement

For the Year Ended 31 Ashad, 2078 (15 July, 2021)

Particulars

Current Year

Previous Year

Net Profit/(Loss)

Add:

Depreciation

Interest Paid

(Gain)/Loss on Sales of Assets

2,230,865.00

19,068,664.00
21,287,504.00

6,350,694.00

18,911,590.00
30,139,537.00

Net profit before Changing Working Capital

42,587,033.00

55,401,821.00

(Increase)/Decrease in Current Assets 3,151,112.00 16,259.211.00
Increase/(Decrease) in Current Liabilities (2,970,077.00) (18,331,652.00)
Net cash flow from Operating Activities 42,768,068.00 53,329,380.00
Cash flow from Financing Activities

Proceeds From Issuance of Share Capital 12,757,500.00 -

Dividend
Proceeds/(Payment) of Long Term Borrowings
Interest Paid

(13,428,948.00)
(20,168,920.00)
(21,287,504.00)

(17,807,798.00)
(30,139,537.00)

Net cash flow from Financing Activities (42,127,872.00) (47,947,335.00)
Cash flow from Investing Activities
Purchase of Property, Plant & Equipment's (2,440,882.00) (1,131,550.00)

Sale Proceeds of Property, Plant & Equipment's
(Increase)/Decrease in Investment

Net cash flow from Investing Activities

(2,440,882.00)

(1,131,550.00)

Net cash flow (1,800,686.00) 4,250,495.00
Add: Opening Balance 4,429.227.00 178,732.00
Closing Balance of Cash & Bank 2,628,541.00 4,429,227.00

N R

Kathmandu
Date

Dr Bhusan Guragain Dr Abhinav Dahal
Chairman Director

Ramesh Adhikari Robin Subedi
Director Director

Samjhana Tajale
Independent Director

As per our attached report of even date
For: G.Paudyal & Associates
Chartered Accountants

CA Ghanshyam Paudyal
Partner

Krishna L. Shrestha ~ Shamikshya Khatiwada
Director Director
Prakash Bhujel

Company Secretary
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Barun Hydropower Company Ltd

Schedules Forming Part of the Financial Statements
For the Year Ended 31 Ashad, 2078 (15 July, 2021)

Investment (At Cost) Schedule 2
Particulars Current Year Previous Year

Hewakhola Hydropower Co. Pvt Ltd 500,000.00 500,000.00

Peoples Hydropower Co. Ltd 446,000.00 446,000.00

Total 946,000.00 946,000.00

Cash & Bank Balances Schedule 3

Particulars Current Year Previous Year
Cash in Hand
Petty Cash ( as Certified by the Management ) 1,680.00 9,106.00
Bank Balances:
Himalayan Bank Ltd (Overdaft) 2,517,318.00 4,338,054.00
Himalayan Bank Ltd (24) 3,453.00 3,453.00
Rastrya Banijya Bank, Chainpur (A/C No. 769 C) 3,204.00 3,204.00
Everest Bank Ltd 59,624.00 59,624.00
Global IME Bank Ltd (033) 34,270.00 6,794.00
Global IME Bank Ltd (303) 8,992.00 8,092.00
Total 2,628,541.00 4,429,227.00
Receivables Schedule 4
Particulars Current Year Previous Year
Nepal Electricity Authority 11,443,210.00 15,423,983.00
Total 11,443,210.00 15,423,983.00
Loans, Advances & Deposits Schedule 5
Particulars Current Year Previous Year
Advance to Indra Shekhar Khadka 516,000.00 516,000.00
Advance for Land 995,374.00 995,374.00
Back Filling and protection Works 1,563,966.00 1,563,966.00
Deposit to NEA 5,000.00 5,000.00
Jirel Nirman Sewa 9,400,000.00 9,400,000.00
Nepal Power Exchange (NEPEX) 1,000,000.00 -
New Jirel Construction 4,560,000.00 4,560,000.00
Phokrel Law Chamber 230,000.00 230,000.00
Prepaid Insurance 1,444,548.00 1,444,701.00
NEPCA 540,000.00 540,000.00
Rudra Prasad Phokrel 250,000.00 250,000.00
Rishi Keshev Chapagain 25,000.00 25,000.00
CE Hydro Mechanical Works Pvt. Ltd. 17,371,000.00 17,520,000.00
L/C Provision 714,200.00 714,200.00
TBI Publication Pvt Ltd 1,079.00
Staff Advances-Bharat Guragain 50,400.00 72,665.00
Shikar Insurance Unsettled Advance 31,535.00 31,535.00
Site & Other Advances 2,500,000.00 2,500,000.00
Total 41,198,102.00 40,368,441.00
| | 9y
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Barun Hydropower Company Ltd

Schedules Forming Part of the Financial Statements
For the Year Ended 31 Ashad, 2078 (15 July, 2021)

Share Capital

Schedule 6

Particulars

Current Year

Previous Year

Authorized Capital

6,000,000 equity shares of Rs. 100 each
Issued Capital

6,000,000 equity shares of Rs. 100 each
Paid up Capital

2,679,075 equity shares of Rs. 100 each
2,551,500 equity shares of Rs. 100 each

600,000,000.00

600,000,000.00

600,000,000.00

600,000,000.00

267,907,500.00

255,150,000.00

Total

267,907,500.00

255,150,000.00

Reserve & Surplus

Schedule 7

Particulars

Current Year

Previous Year

Income Statement Balances

5,024,732.00

16,222,815.00

Total

5,024,732.00

16,222,815.00

Long Term Borrowings

Schedule 8

Particulars

Current Year

Previous Year

Himalayan Bank Ltd-Thamel
Himalayan Bank Ltd-Term Loan
Himalayan Bank Ltd-Fixed Term Loan

127,267,437.00
55,216,888.00
37,802,483.00

138,042,309.00
59,885,625.00
42.527,794.00

Total

220,286,808.00

240,455,728.00
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Barun Hydropower Company Ltd

Schedules Forming Part of the Financial Statements
For the Year Ended 31 Ashad, 2078 (15 July, 2021)

Short Term Borrowings Schedule 9
Particulars Current Year Previous Year
Secured Loans
Himalayan Bank Ltd-Demand Loan 2,500,000.00 5,000,000.00
Total 2,500,000.00 5,000,000.00
Other Payables & Provisions Schedule 10
Particulars Current Year Previous Year
Audit Fee Payable 223,000.00 111,500.00
BP Adventure Ishan JV 790,006.00 790,006.00
Staff Bonus Provision 51,256.00 130,915.00
Clean Energy Consultant 59,772.00 59,772.00
Eastern Electrical Enterprises 45,709.00
Gratuity Fund Payable 2,079,445.00 2,099,140.00
House Rent Payable - 52,684.00
IPPAN 24,000.00
Income Tax Provision 258,155.00 -
Meeting Allowances Payable 55,250.00
NIBL Capital Ltd 61,110.00 83,444.00
Provident Fund Payable - -
Provision for CSR Fund 86,682.00 64,148.00
Royalty Payable 1,784,364.00 2,314,078.00
RBB Merchant Banking Ltd 3,560.00
Consultancy Fee Payable 31,875.00 -
Staff Payable 677,153.00 357,874.00
Time Media Services Pvt Ltd 5,521.00
TBI Publication Pvt Ltd - 15,220.00
TDS Payable 148,479.00 148,209.00
Retention Payable
BP Adventure Ishan JV 9,615,803.00 9,615,803.00
Himalaya Construction - 628,424.00
Total 16,001,140.00 16,471,217.00
| qo [
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Barun Hydropower Company Ltd

Schedules Forming Part of the Financial Statements
For the Year Ended 31 Ashad, 2078 (15 July, 2021)

Other Income

Schedule 11

Particulars Current Year Previous Year
Miscellaneous Income - 162,336.00
Income from Sale Of Vehicle -
Total - 162,336.00
Royalty Schedule 12
Particulars Current Year Previous Year
Royalty on Power Generation 1,195,175.00 1,700,089.00
Royalty on Installed Capacity 450,000.00 450,000.00
Total 1,645,175.00 2,150,089.00

Administrative Expenses

Schedule 13

Particulars Current Year Previous Year

Audit Fee 113,000.00 113,000.00
Advertisement Expenses 74,079.00 88,182.00
AGM Expenses 32,814.00 101,254.00
Bonus and Right Issue Expenses 314,141.00 -
Consultancy Expenses 37,500.00 100,000.00
Credit Rating Expenses 226,000.00 -
Bad Debts Written Off - 17,065,000.00
Electricity and Water Expenses 49,966.00 63,767.00
Fuel and Lubricants Expenses 67,161.00 196,334.00
Government Charges and fee 6,992.00 161,760.00
Fine and Penalty 70,000.00 12,240.00
FNCCI Membership Expenses 25,000.00 -
Head Office salary 1,369,540.00 1,417,200.00
SSF Employer Contibution 476,320.00 382,920.00
Repair and Maintainence( Block C) 49,000.00

Office Rent 623,070.00 587,400.00
RTS Expenses 472.846.00 388,525.00
Membership Fee 15,000.00

Meeting Allowances 141,000.00 19,560.00
Telephone and Internet 70,632.00 23,597.00
CDS and Clearing Charge 70,000.00 120,000.00
Dashain Allowances 326,470.00 302,723.00
IPAN Membership 24.000.00 24.000.00
NEPSE Annual Fee 50,000.00 50,000.00
Office Expenses 331,436.00 171,585.00
Water and Sanitation Expenses 4,430.00 2,580.00
Website Expenses 15,000.00

Printing and Stationery 64,885.00 71,834.00

Total

5,120,282.00

21,463,461.00
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Barun Hydropower Company Ltd

Schedules Forming Part of the Financial Statements
For the Year Ended 31 Ashad, 2078 (15 July, 2021)

Project Expenses

Schedule 14

Particulars

Current Year

Previous Year

Communication Expenses 66,106.00 66,733.00
Insurance Expenses 2,196,704.00 2,071,040.00
Local Transportation Expenses 150,350.00 12,495.00
Office Supply 174,325.00 41,670.00
Wages 263,384.00 87,757.00
Refreshment 43,124.00 36,645.00
Short Supply to NEA 2,400,347.00 -
Staff Salary and Allowances 2,824,104.00 3,044,081.00
Leave Salary 375,553.00 -
Prepayment Charges (NEA) 55,105.00 -
Repair and Maintenance-Vehicle - 42,235.00
Repair and Maintenance-Block D 1,332,634.00 525,466.00
Travelling Expenses 86,955.00 19,785.00
Vehicle Tax 5,600.00 8,425.00
Donation 100,000.00 -
Total 10,074,291.00 5,956,332.00
Financial Expenses Schedule 15
Particulars Current Year Previous Year
Bank Charges 884,115.00 584,565.00
Bank Commission 974,225.00 765.,673.00
Bank Interest 19,429.164.00 28,789,299.00
Total 21,287,504.00 30,139,537.00

| 9=




FEUT grEgumEy FuAT fafade
= " iftE gfieea

Barun Hydropower Company Ltd.

Anamnagar, Kathmandu, Nepal

Schedules Forming Part of Accounts
For the year ended 31 Ashad, 2078 (15 July, 2021)

Significant Accounting Policies and Notes to the Accounts Schedule - 16

A. General Information

Barun Hydropower Company Limited is a limited liability company registered in Nepal on 2060/10/06
(Reg. No. 2065/9/26). The company has been established with the objective of generating hydropower.
The company has, in operation of 4.5 MW hydroelectricity project known as “Hewakhola Hydropower
Project” at Sankhuwashava district. This project is constructed on Build, Own, Operate, Transfer (BOOT)
model having its License period remaining is 25 years, after the license period, the project has to be
transferred to Nepal Government in running condition.

B. Summary of Significant Accounting policies

The significant accounting policies applied in the preparation and presentation of the financial statements
of the company are stated herein below. The said policies have been consistently applied to all the years
presented, unless otherwise stated.

B.1 Statement of Compliance

The financial statements have been prepared in accordance with generally accepted accounting
principles and the Company Act 2063.

B.2 Basis of Preparation

The financial statement has been prepared under historical cost convention. The preparation of the
financial statements in conformity with NAS and generally accepted accounting principles requires
the use of certain critical accounting estimates as well as management judgment and discretion in
the process of applying the company’s accounting policy.

B.3 Basis of Revenue Recognition

The company has adopted the system of recognition of revenue on accrual basis. The income from
power sales is based on the invoices issued which require confirmation from Nepal Electricity
Authority (NEA). Any subsequent disputed amount deducted by NEA, if any is recognized as an
expense on subsequent confirmation.

B.4 Basis of Expenses Recognition
The company has adopted the system of recognition of expenses on accrual basis.

B.5 Property, Plant & Equipment and Depreciation

B.5.1 Properties, Plant & Equipment are stated at historical cost less depreciation. Historical cost
includes expenditure that is directly attributable to the acquisition of the assets.

BN o | - I
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B.5.2 Properties, Plant & Equipment other than Pool D (project work only) are depreciated on
diminishing balance method at the rates and manners prescribe by Income Tax Act 2058.

B.5.3 Properties, Plant & Equipment of Pool D (project work only) have been depreciated annually
on straight line method over the licensing period of 32 years from the first commercial
operation date of the concerned project. The assets addition during the year has been
depreciated over the remaining licensing period. The remaining life of the project is 25 Years.
The project has been pledged to the Bank.

Investment

Investments are recognized at cost price.

C. Notes to the Accounts

Cl1

C.2

C3

C4

CsS

C.6

Contingent Liabilities

BP Adventure J/V has filed a case against the company in Appellate Court Patan for the settlement
of dispute relating to construction contract of Hewakhola Project. The payable amount shown in
the books of accounts is NRs 10,405,809.65 which as per the management is sufficient to cover
future liability towards this case. The company reciprocally has claimed penalty from the party for
delay in work completion. The case has gone into arbitration and has been considered Nepal Council
of Arbitration (NEPCA). The company has appealed against the decision of NEPCA and the same
has been gone into mediation through the order of appellate court. Appellate court has bounce back
the case to NEPCA to reconsider the decision which is under consideration.

Staff Bonus Provision

Bonus for Staffs has been provisioned 2% of Profit before Bonus & Tax As per Electricity Regulation,
2050.

Corporate Tax

Since, the company is enjoying tax rebate period, so income tax has not been provisioned as per
Income Tax Act

Deferred Tax

Since the company the company is enjoying tax exemption period, provision for deferred tax has
not been done.

Schedules
Schedule 1-16 form the integral part of the financial statement.

Re-grouping
The company has rearranged and regrouped the previous year figures to make them comparable
with current year’s figure
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