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TP ADHIKARI
& ASSOCIATES

Chartered Accountants

UDIN: 2560919CA00572dNCkN

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS

OF MAKAR JITUMAYA SURI HYDROPOWER LIMITED

Opinion

We have audited the financial statements of Makar Jitumaya Suri Hydropower Limited., which
comprise the Statement of Financial Position as at Ashad 32, 2082 and Statement nf Profil &1 oss,
Statement of ('ash Flow for the period then cnded, Statement of clianges in equity and notes to tfe
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements of the Company read togetherwith the Significant
Accounting Policies and Notes to the Accounts forming part of the accounts for the year ended Ashad 32,
2082 are prepared, in all material respects and gives a true and fair view, in accordance with applicable
Nepal Financial Reporting Standards and comply with provisions of the Companies Act, 2063,

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report, We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in the
audit of the financial statements of the current period, and

These matters were addressed in the context of the audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

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

Management is responsible for the preparation of the financial statements in accordance with the
Generally Accepted Accounting Principles (GAAPs)and Nepal Financial Reporting Standards (NFRS)
prevalent in Nepal and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting nnless management either intends to liquidate the Cowmpaity or (b cease
operations, or has no realistic alternative but to do so. Those charged with governance are responsible for
overseeing the company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Q2nd Floor, 732/60, Tanka Prasad ghumti sadak
Anamnagar, kathmandu-29, nepal | G.P.O. 10915

(+977-1-5706917, 5706816 |=+977-1-4247917

MEmail: info@tpadhikari.com |@www.tpadhikari.com
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Our objectives are to obtain reasonable assurance ahout whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Nepal Standards on Auditing (MSA2) will alwaye deteut n muleriul
misatatemenl whiei il eslsls. Misstatements can anise 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.

As a part of an audit in accordance with NSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

a) Identify and assess the risk of material misstatement of the financial statement, whether due to
fraud and error, design and perform audit procedures responsive to those risk, and obtain 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.

b) Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company’s internal control.

¢) Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exist related to events
or conditions that may cast significant doubt on the company’s going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, of such disclosures are inadequate, to modify
our opinion, our conclusions are based on the audit evidence obtained up-to the date of our
auditor’s report. However, future events or conditions may cause the company to cease to
continue as a going concern.

d) Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the management.

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 Other Legal and Regulatory Requirements

As per the requirements of Section 115 of the Companies Act, 2063 (First Amendment 2074), we further
report that:

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

b) In our opinion the Company has kept proper books of account as required by law so far, as appears
from our examinations of those Books

c) The financial statcments agree with the books of account.

d) In our opinion and to the best of our information and according to the explanation given to us, the
financial statement the said Balance Sheet, Income Statement and Cash Flow Statement, read together
with the notes forming part ol the aecounts glve the information required by the Companies Act 2063
(First Amendment 2074) in the manner so required and give a true and fair view:
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i i.  Inthe case of Balance Sheet, of the state of affairs of the Company as at 32 Ashad, 2082; and
ii.  Inthe case of Income Statement, of the results of operations of the Company for the year
ended on 32 Ashadh, 2082; and
iii.  In the case of the Cash Flow Statement, of Cash inflow and outflow of Company for the year
ended on that date.

e) Neither we have come across any of the information about the misappropriation of find hy the
directors or any of the representative or company's staffs during the course of our audit nor have we
received any such information from the management.

f) No accounting fraud has been observed during the course of our audit

For and on Behalf of,
T P Adhikari& Associates
Chartered Accountants

Thakur Prasad Adhikari
Managing Partner

Place: Kathmandu, Nepal
Date: j’_y lornbes 19 2425

Significant Accounting Policies & Notes to Accounts sraeasar Tars ST
TRIST | |
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(Justification & Reconciliation for the deviation from the projected

STATEMENT OF FINANCIAL POSITION)
As at Ashadh 32, 2082 (16th July, 2025)

Particulars

Projected
(81-82)

Actual
FY 2081-82

Difference

Percentage|
Change

Reason/Justification

Assets

Non-Current Assets

Property, Plant &
Equipment

3,383,181

(3,383,181)

0.00%

Prior to the adoption of NFRS (Nepal
Financial Reporting Standards) and the
application of IFRIC 12 (Service
Concession Arrangements), project
assets were classified as Property, Plant,
and Equipment (PPE). However,
following the implementation of IFRIC
12, these assets have been reclassified
under the Intangible Assets Model,
where applicable. This reclassification
is primarily due to the recognition that
the company does not own these assets
but holds a right to charge users in
exchange for providing public services,
consistent with the principles of IFRIC
12.

Consequently, a significant change has
been observed in the financial
reporting, with a reduction in PPE and
a corresponding increase in intangible
assets. This adjustment reflects the
nature of the concession arrangement
and aligns with the requirements of the
applicable financial reporting
framework.

ROU Asset

13,784,034

(13,784,034)

0.00%

The amount is due to the application
of NFRS

Intangible Assets

2,349,173,000

2,627,900,550

(278,727,550)

-11.86%

Prior to the adoption of NFRS (Nepal
Financial Reporting Standards) and
the application of IFRIC 12 (Service
Concession Arrangements), project
assets were classified as Property,
Plant, and Equipment (PPE). However,
following the implementation of
IFRIC 12, these assets have been
reclassified under the Intangible Assets
Model, where applicable. This
reclassification is primarily due to the
recognition that the company does not
own these assets but holds a right to
charge users in exchange for providing
public services, consistent with the
principles of IFRIC 12.
Consequently, a significant change
has been observed in the financial
reporting, with a reduction in PPE and
a corresponding increase in intangible
assets. This adjustment reflects the
nature of the concession arrangement
and aligns with the requirements of
the applicable financial reporting
framework.

Intangible Assets
(Held under construction)
Investment

0.00%
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At the time of preparing the projected
financial statements, it was assumed
that the total revenue for the entire
financial year would be received within
the same fiscal year. This assumption
led to projecting the revenue as fully
realized, thereby reflecting the
corresponding cash inflows within the
fiscal year.

However, as per the audited financial
statements, it was observed that the
receivables for a 45-day credit period
remained outstanding as of the balance
sheet date. These receivables are
expected to be collected after the fiscal
year-end.

This adjustment resulted in:

An increase in the amount of financial
assets (trade receivables) in the audited
financial statements, reflecting the
uncollected revenue.

A decrease in cash and cash equivalents
compared to the projected figures, as
the revenue for the 45-day period had
not been realized in cash by the balance
sheet date.

This difference highlights the impact
of credit terms on cash flow and the
balance sheet, emphasizing the
importance of aligning financial
projections with actual revenue
collection patterns and terms of trade
to ensure more accurate forecasting
and financial reporting.

Current Assets

Cash and Cash Equivalent | 300,343,000 | 40,081,518 260,261,482 86.65%
Other Financial Assets - 62,700,334 (62,700,334) -
Deferred Tax Asset - - - 0.00%
Total Assets 2,659,333,000 | 2,753,929,903 (94,596,903) -3.56%
Equity and Liabilities

Equity

Share Capital 760,000,000 760,000,000 - 0.00%
Retained Earnings 211,288,000 32,856,914 178,431,086 | 84.45%

We had initially projected the
Commercial Operation Date
(COD:2079 chaitra 30) of the Upper
Suri Project to occur earlier than the
actual COD. However, delays in
construction caused by the contractor
resulted in the project not being
completed and made operational by
the projected date.As a result of this
delay, we were unable to commence
electricity generation and sales within
the anticipated timeframe. This led to
a reduction in revenue from electricity
sales compared to the projected figures,
directly impacting the company's
financial performance for the
period.Consequently, the shortfall in
revenue has adversely affected the
reserves and surplus of the company,
as the reduction in profit directly lowers
the amount available to be transferred
to reserves. This situation underscores
the significant impact that project
execution timelines have on the
company's financial position and the
buildup of shareholder equity.




Other Reserves - - - 0.00%
Total Equity 971,288,000 | 792,856,914 178,431,086 18.37%
Non-Current Liabilities 1.683.161.000 Due to increase in the project cost of
Borrowings T.936,673,983 | (253,512,983)| -15.06% |Upper Suri hydroclectric project leads
to increase in the long term borrowing.
Provisions - - - 0.00%
Other Financial
Liabilities - - - 0.00%
Lease liability 15,194,782
Current Liabilities
- Utilizing the overdraft loan of both
projects to repay the 4th quarter
Short Term Borrowings 5,100,000 (5,100,000) 0.00% |principle and interest due to 45 days
receivable from NEA (Jesth and Ashad
Trade Payables 2,226,000 82,549 2,143,451 0.00% bills are remain to receive ) and
include the short term repayment
Provision for Bonus - - 0.00% amount of FY 2081-82 both conditions
were not considered while in
short term provision 1,633,891 projection.
s o The withholding tax, which was
Other Liabilities 2,659,000 2,387,785 271,216 10.20% required to be paid during the financial
year, was delayed and settled after the
reporting period. This timing difference
was not accounted for in the projected
financial statements, as it was assumed
that all statutory obligations, including
withholding tax payments, would be
cleared within the fiscal year.
As a result, the audited financial
statements reflect an increase in other
liabilities due to the outstanding
withholding tax payable at the balance
sheet date, which was not anticipated
in the projections. This deviation
highlights the impact of delayed tax
payments on the financial position and
emphasizes the need for accurate
projections of tax payment schedules
to align with actual payment practices.
Such deviations in other liabilities are
an important consideration for ensuring
compliance with tax regulations and
minimizing unforeseen variations in
the financial statements.
Total Liabilities 1,688,046,000 | 1,961,072,989 | (256,198,317) -15.18%
Total Equity and 2,659,334,000 | 2,753,929,903 | (77,767,229) -2.92%

Liabilities
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(Justification & Reconciliation for the deviation from the projected
STATEMENT OF PROFIT OR LOSS)

As at Ashadh 32, 2082 (16th July, 2025)

Particulars

Projected
(81-82)

Actual
FY 2081-82

Difference

Percentage]
Y%

Reason/Justification

Electricity Sales Revenue

439,175,000

388,632,410

50,542,590

11.51%

During the revenue projection phase,
the generation capacity was assumed
at 100% of the installed capacity.
However, in actual operation, it is not
technically feasible to generate at full
capacity at all times due to plant
efficiency limitations and various
external operating factors. Considering
these practical constraints, the actual
generation has been approximately
90% of the projected capacity. This
variance is reasonable and prudent, and
is consistent with standard norms and
operating benchmarks commonly
applied in the hydropower industry.
Hence, the deviation in the revenue
line item arises primarily due to the
difference between projected and actual
generation levels.

Revenue from service
concession agreement

0.00%

Cost Of Sales

24,579,490

23,476,725

1,102,765

4.49%

There is a minor variation in the
reported figures as the original
projections were prepared based on
various underlying assumptions and
estimates. Actual results may differ
from these assumptions due to normal
operational and economic factors,
leading to slight deviations in the
respective line items of the financial
statements.

Gross profit

414,595,510

365,155,685

49,439,825

11.92%

Other Income

71,670

(71,670)

0.00%

Personnel Expenses &
Administration & Royalty

19,240,000

22,115,613

(2,875.,613)

-14.95%

Other operating and
administrative expenses

13,253,630

(13,253,630)

Depreciation &
Amortisation

85,802,000

99,999,338

(14,197,338)

-16.55%

The personnel expenses projected
carlier were based on the prevailing
salary structure and general cost
assumptions at the time of preparing
the projection. However, due to
subsequent increases in personnel costs
and salary revisions during the
reporting period, the actual expenses
have exceeded the projected amounts.
This has resulted in a variation in the
personnel expense line item of the
financial statements.

The operational costs, such as repair
and insurance expenses, were not
included in the initial projections.
However, due to risk considerations
and operational requirements during
the reporting period, insurance
coverage was obtained and related costs
were incurred. Consequently, these
unprojected expenses have resulted in
a deviation in the respective line items
of the financial statements.

The project cost was initially projected
to be depreciated over a longer
estimated useful life. However, based
on the actual period remaining under
the generation licence, the depreciation
has been recalculated and charged over
the revised, shorter remaining useful
life. As a result, the depreciation
expense for the period differs from the
amounts projected earlier.

Net operating profit

309,553,510

229,858,774

79,694,736

25.75%

Finance Income

5,232

(5,232)

Finance costs

176,681,000

183,169,467

(6,488,467)

-3.67%

Profit before tax

132,872,510

46,694,539

86,177,971

64.86%

Income Tax Expense

0.00%

Profit For the Year

132,872,510

46,694,539

86,177,971

64.86%

Income Tax Expense

N
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(Justification & Reconciliation for the deviation from the projected

Financial Indicators)

As at Ashadh 32, 2082 (16th July, 2025)

Particulars

Projected
(81-82)

Actual
FY 2081-82

Difference

Percentage|
Y%

Reason/Justification

Net worth /share

127.80

104.32

23.48

18%

Earning /Share

17.48

6.14

11.34

65%

Profit For the year

132,872,510

46,694,539.00

86,177,971.00

65%

Paid Up Capital

760,000,000

760,000,000

0%

Reserve

211,288,000

32,856,914

178,431,086.00

84%

Total

971,288,000

792,856,914

178,431,086.00

18%

Total Networth (in "000")

9,712,880

7,928,569

1,784,310.86

18%

Number of share (in "000'")

7,600,000

7,600,000

0%

Paid up capital /Share

100

100.00

0%

Return on networth

15.8%

6.26%

9.6%

61%

We had initially projected the
Commercial Operation Date (COD) of
the Upper Suri Project to be Chaitra
30, 2079. However, due to construction
delays attributable to the contractor,
the project could not be completed and
made operational within the projected
timeline. The actual COD occurred
later, on Mansir 21, 2080. This delay
in COD resulted in lower sales revenue
during the period, which adversely
affected reserves, EPS, and net worth.
Similarly, the increase in the overall
project cost led to higher long-term
borrowings than previously projected.
The rise in loan exposure increased the
financial cost burden, contributing to
a decline in EPS, ROE, net worth, and
other key financial indicators as
compared to the projections.
In addition, the revenue projections
were based on an assumption of 100%
generation capacity. However, in
practical operation, full capacity
generation is not achievable due to
hydrological conditions, plant
efficiency, and other external
operational factors. As a result, the
actual generation remained below the
projected level, leading to further
deviations in revenue and related
financial statement line items.
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