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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF MANDAKINI HYDROPOWER LTD.

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Mandakini Hydropower Ltd. (the ‘*Company’) which
comprise the Statement of Financial Position as at Ashadh 31, 2080, Statement of Profit or Loss,
Statement of Other Comprehensive Income, Statement of Changes in Equity, Statement of Cash
Flows for the year 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 the company as at Ashadh 31, 2080 and its financial performance and its cash
flows for the year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).

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 ICAN’s Handbook of Code of Ethics for Professional Accountants together
with the ethical requirements that are relevant to our audit of the financial statements in Nepal,
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 judgement, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in
the context of our audit of the financial statements as a whole, and in forming our audit opinion
thereon, and we do not provide a separate opinion on these matters. we have determined that
there are no other key audit matters to communicate in our report.

Information Other than Financial Statements and Auditor’s Report Thereon
Management is responsible for the other information.

The other information comprises the financial or non-financial information included in the annual
report but does not include the financial statements and our auditor’s report thereon. The annual
report is expected to be made available for our review after the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, we will consider whether
the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

When we read the annual report, if we conclude that there is a material misstatement therein,
we are required to request management and those charged with governance to correct the
material misstatement.

Responsibilities of Management and Those Charged with Governance for the financial
statements

Management is responsible for the preparation and fair presentation of financial statements in
accordance with NFRSs, and for such internal control as the directors determine 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 re e
ability to continue as a going concern, disclosing, as applita

2 f
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and using the going concern basis of accounting unless management either intends to liquidate
the company or to cease operations, or have no realistic alternative but to do so.

Board of Directors are responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with NSAs will always detect a material
misstatement when it exists. Misstatements 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.

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain

professional scepticism throughout the audit. We also:

i) Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, 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.

ii) 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.

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

iv)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 exists related to events
or conditions that may cast significant doubt on the company’s ability to continue as a 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, if 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.

v) Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

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.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,

and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements
On examination of the financial statements as aforesaid, we further report that:
i) 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;
i) In our opinion, proper books of accounts as required by law have been kept by the company so
far as it appears from our examination cf such books of accounts;

Page 2 of 3
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i) In our opinion, the Balance Sheet, Income and Expenditure Statement and Statement of
Changes in Equity dealt with by this report are in agreement with the books of accounts.

iv) To the best of our information and according to explanation given to us and from our
examination of the books of account of the company necessary for the purpose of our audit, we
have not come across cases where the board of directors or any representative or any employee
of the company have acted contrary to the provisions of laws relating to accounts or committed
any misappropriation or caused any loss or damage to the company.

IRy

‘ Ve

o

4 Z\ Vi

FCA Anish Gyawali 07 5 </

Partner

G & G Associates, Chartered Accountants
UDIN : 231218CA01222MxS82
Place : Kathmandu

Date : 2080/08/29
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Mandakini Hydropower Limited
Statement of Financial Position
As at 31st Ashad 2080 (16 July 2023)

Figures in NPR
Note As at 31st Ashad 2080 As at 32nd Ashad 2079
ASSETS
Non-Current Assets
Property, plant and equipment 4 7,412,932 7,677,798
Intangible assets 5 758,980,553 740,279,747
Intangible Assets Under Development 6 73,404,074 68,555,611
Other Financial Assets
Investment 7 - 619,887
Total Non-Current Assets 839,797,559 817,133,043
Current assets
Financial assets
Cash and cash equivalents 8 7,180,056 23,221,221
Other financial assets 9 402,791 564,260
Investments 7.1 100,000,000 -
Other current assets 10 29,170,854 72,608,984
Inventories 11 309,736 5,813,421
Advance Tax (net) 12 3,222,365 2,047,714
Total current assets 140,285,802 104,255,599
Total assets 980,083,360 921,388,643
EQUITY AND LIABILITIES
Equity
Equity share capital 13 588,036,900 476,309,900
Other equity 14 33,436,615 38,548,131
Total Equity 621,473,515 514,858,031
Liabilities
Non-Current Liabilities
Financial liabilities
Borrowings 15 333,893,878 373,394,601
Other financial liabilities 16 1,833,132 2,243,552
Total Non-Current Liabilities 335,727,011 375,638,153
Current Liabilities
Financial liabilities
Borrowings 17 13,695,496 -
Other financial liabilities 18 5,648,247 30,765,101
Other current liabilities 19 3,539,091 127,358
Total Current Liabilities 22,882,834 30,892,459
Total Liabilities 358,609,845 406,530,612
Total Equity and Liabilities 980,083,360 921,388,643

Place: Kathmandu, Nepal
Date:  2080/08/29
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Mandakini Hydropower Limited
Statement of Profit or Loss and other Comprehensive Income
For the year ended 31st Ashad 2080 (16th July 2023)

Figures in NPR
Note FY 2079-80 FY 2078-79
Revenue from generation of Electricity 20 97,841,065 113,687,322
Less: Royalty Expenses 20 2,354,093 2,673,131
Less: Project Expenses 23 15,829,042 15,507,954
Gross Profit 79,657,930 95,506,237
Construction Revenue
Revenue during construction phase 21 4,848,463 4,874,826
Cost incurred during construction phase 21 (4,848,463) (4,874,826)
Total Construction Revenue - -
Other income 22 9,547,013 1,861,571
Finance Income 24 10,047,171 -
Employee benefit expenses 25 2,714,026 2,610,737
Depreciation 4 693,680 772,657
Amortisation of Intangible Assets 5 30,480,018 28,475,175
Administrative and other operating expenses 26 3,203,254 2,512,888
Finance Cost 27 31,812,427 29,779,413
Total Expenses 68,903,405 64,150,870
Total Profit before Tax 30,348,709 33,216,938
Income Tax Expense
Current tax 3,437,578 -
Deferred tax credit/charge -
Profit from continuing operations 26,911,131 33,216,938
Net Profit for the year 26,911,131 33,216,938
Other comprehensive Income:
Items that will not be re-classified to profit or loss:
Re-measurement (losses) / gains on post employment defined benefit plans - -
Items that may be re-classified to profit or loss:
Other comprehensive gain/(loss) for the year, net of tax - -
Total Comprehensive gain/(loss) for the year, net of tax 26,911,131 33,216,938
Earnings per equity share of Rs. 100 each
Basic Earnings per share - Rs. 27 4.65 7.97
Diluted Earnings per share - Rs. 27 4.65 7.97

Place: Kathmandu, Nepal
Date: 2080/08/29
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Mandakini Hydropower Limited

Statement of Cash Flows
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Mandakini Hydropower Ltd.

For the year ended 31st Ashad 2080 (16th July 2023)

Figures in NPR
Particulars FY 2079-80 FY 2078-79
CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year 26,765,131 33,216,938
Adjustments for:
Depreciation and amortisation 31,173,697 29,247,832
Share issue costs (2,474,801) (992,568)
Tax Paid (1,174,651) (102,032)
Working capital adjustments:
(Increase) /decrease in Other Financial Assets 161,469 (533,000)
(Increase )/decrease in Other Current Assets 48,941,815 (52,124,973)
Increase / (decrease) in Other Financial Liabilities (25,527,273) (9,003,844)
Increase / (decrease) in Other Current Liabilities 3,411,733 53,750
Cash generated from operations 81,277,120 (237,898)
NET CASH FLOWS FROM OPERATING ACTIVITIES 81,277,120 (237,898)
CASH FLOWS FROM / (USED IN) INVESTING ACTIVITIES
(Increase)/decrease in Intangible assets under development (4,848,463) (4,874,826)
Acquisition of Property, plant and Equipment (428,813) (124,605)
Acquisition of Intangible Assets (49,180,824) (10,009,941)
(Increase)/decrease in Investments (99.,380,113) -
NET CASH FLOWS FROM INVESTING ACTIVITIES (153,838,213) (15,009,372)

CASH FLOWS FROM FINANCING ACTIVITIES
Additional borrowings
Dividend Paid
Additional Capital from share holder

NET CASH FLOWS FROM FINANCING ACTIVITIES

INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, Beginning of Year

CASH AND CASH EQUIVALENTS, End of Year

(25,805,227)
(29,401,845)

(49,474,100)

111,727,000 64,684,000
56,519,928 15,209,900
(16,041,165) (37.370)
23,221,221 23,258,591

7,180,056 23,221,221

Place: Kathmandu, Nepal
Date : 2080/08/29
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Mandakini Hydropower Ltd.
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Mandakini Hydropower Limited

Notes to the financial statements for the year ended on 31st Ashad 2080

Note 6
Intangible Assets under development
Service Concession Agreement

I. Upper Sardi Project

Particulars As at 31st Ashad As at 32nd Ashad
2080 2079
Access Road (Upper Sardi ) 13,862,568 13,862,568
Business Promotion Expenses 100,481 100,481
Connection Agreement 77,000 77,000
Consultancy Fee- Upper Sardi 7,248,865 6,542,989
Environmental Mitigation Expenses 1,367,500 1,150,000
Environment Impact Assesment-Upper Sardi 2,452,740 2,109,220
Feasibility Study-Upper Sardi 3,331,675 3,331,675
Meeting Allowance 167,020 167,020
PPA Application Fee-Upper Sardi 90,000 90,000
Preliminary Expenses ( Upper Sardi) 5,500,000 5,500,000
Registration Fee Upper Sardi 20,000 20,000
TADA Expenses- Upper Sardi 161,710 161,710
Transmission Line (Upper Sardi) 31,840,580 31,830,580
Upper Sardikhola-Gauge Installation Exp 22,000 22,000
Detail Engineering Design 4,143,823 1,423,348
Salary Exp-Upper Sardi 2,845,000 2,155,000
Advertisement Exp-Upper Sardi 173,112 12,020
Total 73,404,074 68,555,611

b) The Company is a developer of hydro electricity. The company is yet to start generation of hydro electricity from Upper
Sardi Project and currently it is at initial stage of construction phase. Revenue and margin from the contruction phase cannot

be estimated reliably. Hence, profit margin on contruction phase is assumed to be 0% and accordingly revenue.

Annual Report 2079/080 R
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Mandakini Hydropower Limited
Notes to the financial statements for the year ended on 31st Ashad 2080

Figures in NPR
Note No. 7
Investments
Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079
Micro Hydropower 619,887 619,887
Less: Impairment (619,887) -
- 619,887
Note No. 7.1
Investments
Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079
NMB Bank FD 100,000,000 -
100,000,000 -
Fixed placement with bank having initial maturity greater than 3 months is classified as investments.
Note No. 8
Cash and cash equivalents
Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079
Balance with Banks
Bank of Kathmandu Limited - 923,470
Prime Commercial Bank - 11,517,216
Kumari Bank Ltd. 133,281 359,666
NMB Bank 89,211
NMB Bank Ltd ( Overdraft) - 10,377,484
NMB BANK (Income Account) 6,826,408 39,938
Global IME Bank 122,910
Cash in hand
Cash in Hand 8,246 3,445
NMB Bank FD - -
7,180,056 23,221,221

i) Demand deposits includes deposits placed by company in banks and fianancial instution for maximum period of
three months.

These deposits are placed as cash management
Bank balance other than cash and cash equivalents

As at 31st Ashad 2080 As at 32nd Ashad 2079
Particulars

Earmarked balance with Banks - -
Margin money account - -
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Note No. 9
Other financial assets
Particulars

Security Deposit
House Rent Deposit
Nepal Telecom
P.O. Box Deposit
Water Deposit
Internet Deposit
Margin money account
Bank Margin
Cash Margin
TT Advance Payment

Note No. 10
Other current assets
Particulars

Loan and Advances
Advance to Staff
Advance for IPO Processing Fee
Delta Hydro Solutions P.Ltd
Mainawati Steel Industries P.Ltd
MECCAMEDI HPP INDIA ( Receivable)
Meprang Bato Nirman Upabbhokta Samiti
B.G.Cable Network P.Ltd
Shiva Prasad Dahal
Trade and Other Receivable
BoK Capital
Basanta Kandel
H.K Associate (EIL)
House Rent Receivable (HI)
Insurance Claim From Landslide at Intake
Lal Krishna KC(EIL)
Prepaid Insurance
Prepaid Expenses
Nepal Electricity Authority
Audit Fee TDS (EIL)

doGIfdell ars3IUNGR foifdies

Mandakini Hydropower Ltd.

As at 31st Ashad 2080 As at 32nd Ashad 2079
45,000 45,000
5,000 10,000
2,760 2,760
1,000 2,000
- 1,500
15,000 15,000
57,500 488,000
276,531
402,791 564,260
As at 31st Ashad 2080 As at 31st Ashad 2079
991,145 8,129,174
- 90
- 1,176,074
- 6,406,000
- 21
464,325 464,325
500,000 -
- 30
26,820 82,634
6,468,014 45,911,752
- 39,508,070
41,832 -
200,000 200,000
86,400 63,900
1,522,223 1,522,223
4,617,559 4,617,559
2,253,670 2,226,267
107,984 49,716
19,350,040 16,291,249
- 825
29,170,854 72,608,984

Other current assets are not financial assets and are expected to be settled as per companys operating cycle.

Note No. 11
Inventories
Particulars

Inventories

Note No. 12
Advance Tax
Particulars

TDS Receivable
Less: Impairment

As at 31st Ashad 2080 As at 32nd Ashad 2079
309,736 5,813,421
309,736 5,813,421
As at 31st Ashad 2080 As at 32nd Ashad 2079
3,730,532 2,047,714
(508,167)
3,222,365 2,047,714
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Mandakini Hydropower Limited
Notes forming the part of Financial Statements

Figures in NRs.

Note no: 13
Equity share capital

Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079
No. of Shares No. of Shares No. of Shares Amount

A. Equity Shares
Authorised
6,500,000 Ordinary shares of Rs 100 Each 6,500,000.00 650,000,000 6,500,000.00 650,000,000
Issued
5,880,369 Ordinary shares of Rs 100 Each 5,880,369.00 588,036,900 5,500,000.00 550,000,000
Paid up
Equity Shares of Rs. 100 each with voting rights 5,880,369.00 588,036,900.00 4,763,099.00 476,309,900
Less: Calls in arrear

5,880,369.00 588,036,900 4,763,099.00 476,309,900

B. Reconciliation of the number of shares outstanding at the beginning and end of the year

Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079

No.of Shares No. of Shares
Balance as at the beginning of the year 4,763,099 4,116,259
Changes during the year 1,117,270 646,840
Balance as at the end of the year 5,880,369 4,763,099

The Company has only one class of equity shares having par value of NPR 100 per share. Every member holding equity shares therein shall have voting rights in
proportion to the member’s share of the paid up equity share capital. The Company declares and pays dividend in Nepalese rupees. The dividend proposed by the Board of
Directors is subject to the approval of the shareholders in the ensuing Annual General Meeting. In the event of liquidation of the Company, the holders of equity shares will
be entitled to receive remaining assets of the Company, after distribution of all preferential amounts. The distribution will be in proportion to the number of equity shares

held by the equity shareholders.

The company was incorporated with authorised captial of Rs. 650,000,000.00 divided in 6,500,000.00 shares of Rs. 100.00 each.

Details of shareholding more than 1%
Name

HARI KUMAR SHRESTHA
Bishnu Bahadur Tamang

DEV BAHADUR GURUNG
Sharad Kumar Dahal
RAJENDRA GIRI

BISHNU PRASAD BHANDARI
Ram Lal Shrestha

Tirtha Raj Gurung

Suresh Kumar Upadhaya
KESHAV TULADHAR

Nabin Siwa

Dhan Man Shrestha

Ishor Kumar Shrestha

DHIRAJ GURUNG

HARI PRASAD BHATTA
DAL BAHADUR SHERCHAN
TUL BAHADUR PUN
Nagendra Kumar Shrestha
RAM PRASAD KHANAL
Buddhi Man Shrestha

RAM HARI SHARMA

Gayatri Bohra

Note No. 14
Other equity

Balance at 32nd Ashad 2079
Receipt of convertible loan
Appropriation of Profit for the year
Dividend to share holder

Share issue cost during the year
Utlization for the year

Balance at 31st Ashad 2080
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Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter
Public/ Promoter

%

Kitta Percentage

161,800
124,429
101,472
93,124
83,170
75,063
72,809
70,747
67,369
64,000
52,809
47,060
46,403
45374
40,996
38,780
34,187
32,809
31,702
31,600
31,561
30,341

2.75%
2.12%
1.73%
1.58%
1.41%
1.28%
1.24%
1.20%
1.15%
1.09%
0.90%
0.80%
0.79%
0.77%
0.70%
0.66%
0.58%
0.56%
0.54%
0.54%
0.54%
0.52%

Corporate Social Retained earnings Total
Responsibility Fund

332,169 38,215,961 38,548,131

269,111 26,642,020 26,911,131
(29,401,845) (29,401,845)
(2,474,801) (2,474,801)
(146.000) (146,000)

455,281 32,981,335 33,436,615
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Mandakini Hydropower Limited
Notes forming the part of Financial Statements

Note No. 15
Borrowings
Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079

Measured at amortised cost
Secured Borrowings from Banks
Term loan from banks 333,893,878 373,394,601

333,893,878 373,394,601

1) The company has entered into consortium arrangement for term loan with NMB Bank Ltd as Lead Bank,Bank of
Kathmandu Ltd and Kumari Bank Ltd as Participating Banks/Financial Institutions for construction and operation of the
project

2) Term Loans from Banks are Secured :

1) By way of Mortgage/Pledge/hypothecation over the entire present and future fixed assest created with or without financing
owned by the MHL for the project on pari-passu basis in favour of participating Banks/Fis

i) Entire current assets of the project including receivables from Nepal Electricity Authority, compensation paid etc. to the
consortium on pari-passu basis

iii) Assignment of PPA

iv) Charge on General License in favour of participating Bank

v) Corporate Guarantee of MHL

vi) Pledge of Entire shares owned by the promoters including institutional promoter of MHL

vii) All Guarantee for which MHL is beneficiary

viii) Promissory Notes

ix) Loan Dead

2) Short term loan includes bridge gap loan provided by the lead bank within the terms agreed in above consortium loan
arrangement.

Note No. 16
Other Financial Liabilities
Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079
Lease Liabilities 1,833,132 2,243,552
1,833,132 2,243,552
Note No. 17
Borrowings
Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079
Current Current

Measured at amortised cost

Secured Borrowings from Banks

Term loan from banks

Short term loan 13,695,496 -

13,695,496 -

1) The company has entered into consortium arrangement for term loan with NMB Bank Limited as Lead Bank, Bank of
Kathmandu Ltd and Kumari Bank Limited as Participating Banks/Financial Institutions for construction and operation of the
project

Annual Report 2075/080
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2)Term Loans from Banks are Secured :

i) By way of Mortgage/Pledge/hypothecation over the entire present and future fixed assest created with or without financing
owned by the NHL for the project on pari-passu basis in favour of participating Banks/Fis

ii)Entire current assets of the project including receivables from Nepal Electricity Authority, compensation paid etc. to the
consortium on pari-passu basis

iii)Assignment of PPA

iv) Charge on General License in favour of participating Bank

v) Corporate Guarantee of MHL

vi) Pledge of Entire shares owned by the promoters including institutional promoter of MHL

vii) All Guarantee for which MHL is beneficiary

viii) Promissory Notes
ix) Loan Dead

2) Short term loan includes bridge gap loan provided by the lead bank within the terms agreed in above consortium loan

arrangement.

Note No. 18
Other financial liabilities

Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079
Current Current
Audit Fee Payable 211,850 167,250
Retention money Payable 1,216,173 13,359,660
Salary Payable - -
Social Security Fund Payable 91,624
Staff Bonus Payable 619,361 678,388
Lama Ramechhap P.S Lohani JV - 10,465,895
House Rent Payable - 127,022
Trade Payable 3,185,238 5,966,885
Ram Ji Kathri - 9,449
Reliable Builders & Construction 5,763 897,237
Sarada & Sumnima International P.Ltd 86,473 86,473
Biswash Nirman Sewa - 678,835
Jwalamukhi Construction 1,288,671 -
Full Bright Consultancy Pvt Ltd - 3,183,666
Nepal Money Exchanger 56
Full Bright-PNet JV 1,193,050 -
TPN (EIL) 611,225 1,111,225
Nepal Electricity Authority 324,000
5,048,247 30,765,101
Note No. 19
Other current liabilities
Particulars As at 31st Ashad 2080 As at 32nd Ashad 2079
Current Current
Income Tax Payable 3,437,578 -
Withholding tax payable 101,513 127,358
3,539,091 127,358
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Mandakini Hydropower Limited
Notes forming the part of Financial Statements

Figures in NRs.

Note No. 20 FY 2079-80 FY 2078-79
Revenue
Revenue from Service Concession arrangement (Operation) 97,841,065 113,687,322
97,841,065 113,687,322
Royalty Expenses
Particulars FY 2079-80 FY 2078-79
Capacity Royalty 400,000 400,000
Revenue Royalty 1,954,093 2,273,131
2,354,093 2,673,131
Note No. 21
Construction Revenue
FY 2079-80 FY 2078-79
Revenue from Service Concession arrangement (Construction) 4,848,463 4,874,826
Revenue from Service Concession arrangement (Construction) (4,848,463) (4,874,826)

The company is in intial phase of development of Upper Sardi hydropower project. Hence, revenue from service concession
agrrangement attributable to construction is recognised to the extent of cost incurred.

Note No. 22
Other Income FY 2079-80 FY 2078-79
Interest Income - 633,571
C-ASBA Income 9,392,181 1,157,000
Rental Income 151,334 71,000
Miscellaneous Income 3,498 -
9,547,013 1,861,571
Other income are incidental income that arise during operation of the company.
Note No. 24
Finance Income
FY 2079-80 FY 2078-79
Interest income 10,047,171 -
10,047,171 -

Interest income from financial assets that are particularly held for cash management purpose are included in finance income
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Note No. 23

Project Expense
Particulars

Insurance

Back Feed Expenses
Charity and Donation

CIB fee

Communication Expense
Electricity Exp

Exim Code Expenses
Consultancy Fee

Freight Expenses

Rent

Internet Expenses

Legal Fee Exp
Conveyance Expenses
Lodging & Fooding Expenses
Medical Expenses
Meeting Allowance
Parking Expenses

Petrol and oil

Newspaper Subscription
Printing and Stationery
Site Allowance

Project Salary Expenses
Festival Expenses

Repair & Maintenance
Service Charge

Rental Expenses

Site Expenses

Site Maintainance Expenses
Social Security Fund-Project
Substation Works
Transmission Line

TADA Expenses
Television Renewal Charge
Transportation Expenses
Travelling Expenses
Utilities

Vehicle Renewal Expenses
Wages Expenses

Other Operational Charges
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2,572,732 1,896,513
136,404 30,780
- 148,000
6,750 6,200
22,000 28,000
7,231

1,000 1,000

16,950 -

- 4,195
33,333 328,184
28,640 185,194

447,480 447,480

- 3,000

336,301 240,711

. 5,730
555,000 380,000

- 300
543,779 466,142
5,875 6,500
9,090 28,415
2,458,700 2,152,330
2,765,850 2,797,270
53,136 38,555
271,027 331,828

- 282,500
13,800 -
39,866 52,226

967,696 2,109,615
505,170 449,724
1,202,352 174,110
430,407 1,370,176
587,031 -
6,300 5,400
: 125,100
372,594 392,024
153,684 219,380
79,440 50,400
875,424 750,973
324,000 -
15,829,042 15,507,954




Note No. 25

Employee benefit expenses
Particulars

Bonus Expenses

Festival Allowance

Salary Expenses

Social Security Fund-Admin

Note No.26
Administrative and other operating expenses

Particulars

Advertisement Expenses
AGM Expenses

AGM Notice Publication Exp
Agent Fee

Annual Survelliance Fee
Annual Membership Fee
Business Registration Exp
Business Promotion Expenses
Confideration of Bagmati Province Industries
Audit Fees

Communication Charge
Electricity & Fuel

Electricity Exp-KTM

Office Rent Expenses
Internal Audit Charge
Internet Expenses

Local Conveyance

Local Rates & Taxes

Merger Expenses

Financial Consulting Fee
Nepal India Chamber of Commerce-Membership Fee
Advisory Charges
Miscellaneous Expenses
Office Expenses

Parking Expenses

Postage and Stamps

Printing and Stationery
Refreshment Expenses

Repair and Maintenance-Block C
Software Expenses

Waste Management

Water Expenses

Website Renewal Charge
Custom Clearing Charge EM
Impairment on Advance Tax
Impairment on Investments
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FY 2079-80 FY 2078-79

619,361 678,388
504,905 116,305
1,398,000 1,650,950
191,760 165,094
2,714,026 2,610,737

FY 2079-80 FY 2078-79

R 26,555
324,106 266,361
130,268 148,990
- 4,500
113,000 -
82,000 -
105,120 -
14,240 -
- 25,000
214,700 214,700
22,867 40,840
88,230 578,787
20,359 22,428
271,200 299,676
46,706 22,662
25,800 8,620
22,500 9,000
- 145,023
- 96,050
- 10,000
169,500 -
- 8,548
41,355 253,652
- 75
6,660 4,470
35,464 56,072
150,698 167,656
27,806 9,860
93,711 -
41,915 35,855
18,495 18,225
8,500 5,000
- 34,284
508,167
619,887 -
3,203,254 2,512,888
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Note No. 27
Finance Cost

Bank charges and others
Interest Expense on Lease
Bank Interest

Loan Management Fee
OD Interest

Interest Against FD

Note: 27
Earning Per Share

Profit for the year

Weighted average number of equity shares outstanding

Earnings Per Share (Rs.) - Basic
(Face value of Rs. 100 per share)

Weighted average number of Equity shares (including dilutive shares)

outstanding

Earnings Per Share (Rs.) - Diluted
(Face value of Rs. 100 per share)
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FY 2079-80 FY 2078-79

95,168 88,276

189,580 -
30,270,732 28,990,503
500,000 414,763
234,225 285,871

522,722 -
31,812,427 29,779,413
FY 2079-80 FY 2078-79
26,911,131 33,216,938
5,791,755 4,170,162
4.65 7.97
5,791,755 4,170,162

4.65 7.97
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Mandakini Hydropower Limited
Notes to the financial statements for the year ended 31° Ashad 2080

Figures in NPR

I. Entity Information and Financial Statements
I.1. Reporting Entity

Mandakini Hydropower Public Ltd. is a Public Limited Company registered for development and operation
of prospective hydropower projects in Nepal vide registration number 124294/070/071 at Company
Registrar’s Office. Initially it was registered as private limited company as on 2064/07/26 and converted into
Public Limited Company as on 2071/03/3|.Currently, the Company is operating Sardi Khola Hydroelectric
Project located in Sardikhola VDC, Kaski having 4 MW capacity. The commercial operation of Sardi Khola
Hydroelectric Project has been signed on || Kartik 2072 with Nepal Electricity Authority.

The entity has been listed on Nepal Stock Exchange on Ist Bhadra 2079 under the symbol MHL.

1.2. Responsibility for Financial Statements

The Board of Directors are responsible for preparation and presentation of these Financial Statements as
per Nepal Financial Reporting Standards (NFRS).The accompanied financial statements of the company for
the year ended Ashad end 2080 were authorized for issue by board of Directors on 29th Mangsir, 2080 (1 5th
Dec, 2023).

2. Significant accounting policies and notes to accounts
2.1. Basis of Preparation and measurement
i. Statement of Compliance

The financial statements have been prepared in accordance with applicable Nepal Financial Reporting Standards
(NFRS) as issued by the Institute of Chartered Accountants of Nepal (ICAN) and relevant presentational
requirements of the Company Act, 2063

ii. Basis of preparation
The financial statements have been prepared on accrual and going concern basis. The accounting policies
are applied consistently to all the periods presented in the financial statements. All assets and liabilities have
been classified as current or non-current as per the Company’s normal operating cycle. The Company has
ascertained its operating cycle as 12 months period for the purpose of current or non-current classification
of assets and liabilities.

The financial statements are presented in functional and presentation currency of the Company i.e., Nepalese
Rupee (“NPR”) which is the currency of the primary economic environment in which the Company operates.
iii. Basis of measurement

The financial statements are prepared on accrual basis under historical cost convention.

iv. Materiality and Aggregation

Each item which is similar in nature is presented separately if material. [tems of dissimilar nature or function
are presented separately unless they are immaterial as permitted by NAS 1.

v. Going Concern

The Management and Those Charged with Governance have made an assessment of the Company’s ability
to continue as a going concern and is satisfied about the ability to continue in business for the foreseeable
future. Furthermore, management is not aware of any material uncertainties that may cast significant doubt
upon the company’s ability to continue as a going concern.Therefore, the financial statements are prepared
on a going concern basis.
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vi. Fair value measurement

Various accounting policies and disclosures require the measurement of fair values, for both financial and
non-financial assets and liabilities. The company recognises transfers between levels of the fair value hierarchy
at the end of the reporting period during which the change has occurred.

2.2. Accounting estimates and judgements

In preparing these financial statements, management has made judgements and estimates that affect the
application of the accounting policies and the reported amounts of assets, liabilities, income, and expenses.
Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised
prospectively. Management believes that the estimates used in the preparation of the financial statements are
prudent and reasonable.The significant estimates and judgements used are:

Reference Note: Description

useful life of Property, Plant & Equipment for allocation of depreciable amount and review
of impairment

useful life of intangible for allocation of depreciable amount review of impairment

actuarial assumptions for measurement of defined benefit obligations and insurance
contract liabilities.
Measurement of current income tax liability

Review of impairment of receivables

Provisions and contingencies

2.3. Changes in accounting estimates and errors:
The effect of a change in an accounting estimate, is recognized prospectively.A prior period error is corrected
by retrospective restatement unless it is impracticable to determine the period—specific effects of an error.

2.4. Service concession arrangements

The main objective of the company is to construct and operate Hydropower Projects as a developer after
obtaining separate license for each project from the government body. The license for developing these
projects is conditional that the company is obliged to hand over the infrastructure to the government at
the end of the period specified in the license. The license and other arrangements for operating the project
is such that the price to be levied by the company by selling its power production and the consumer of the
power produced by the company is regulated by power purchase agreement. The management considers
that these arrangements meet the following criteria of IFRIC 12 — Service Concession Arrangements:

(2) the grantor controls or regulates what services the operator must provide with the infrastructure, to
whom it must provide them, and at what prices: 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

These arrangements are accounted on the basis of below mentioned models depending on the nature of
consideration and relevant contract law.

Financial asset model:

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 guarantees 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.
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Intangible asset model:

The intangible asset model is used to the extent the 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 because the amounts are contingent on to the extent that public uses the services. Both type of
arrangements may exist within a single contract to the extent that the grantor has given an unconditional
guarantee of payment for the construction and the operation i.e., considered as a financial asset and to
the extent that the operator has to rely on the public using the service in order to obtain payment, the
operation has an intangible asset.

The company accounts cost of construction of these project under Intangible asset model as per IFRIC 12.
Construction of these projects shall complete when the company completes testing as per the requirement
of PPA. Until then all the incidental cost attributable to construction of the project is shown as non-current
assets “Intangible Assets under Development.”

2.5. Intangible Assets
Recognition and Measurement

Intangible assets are measured at its cost less any accumulated amortisation and any accumulated impairment
losses.

Subsequent Expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the
specific asset to which it relates.

Amortization

Amortisation is calculated to write off the cost of intangible assets less their estimated residual values using
the straight-line method over their estimated useful lives and is generally recognised in profit or loss.The
useful life of intangible assets is determined by considering both legal and economical factors in influencing
the useful life of an intangible asset. Amortisation of intangible begins when the asset is available for use, i.e.,
when it is in the location and condition necessary for it to be capable of operating in the manner intended
by management.

The estimated useful lives for current and comparative periods are as follows:

Software: General application softwares amortised over period of 5 years on Straight Line Method with
no residual value.

Service concession arrangements accounted under Intangible Assets model: Cost of project
accounted as intangible assets under intangible assets model as per IFRIC |2 is ammortised as per the
project duration specified in Power Purchase Agreement of respective projects.

2.6. Property, plant, and equipment

Property, plant and equipment are measured at cost less accumulated depreciation and impairment losses,
if any. Cost includes expenditures directly attributable to the acquisition of the asset. Subsequent costs are
included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the company and the cost of
the item can be measured reliably. The residual values, useful lives and methods of depreciation of property,
plant and equipment are reviewed at each financial year end and adjusted prospectively, if appropriate. An
item of property, plant and equipment and any significant part initially recognized is derecognized upon
disposal or when no future economic benefits are expected from its use or disposal, any gain or loss arising
on de-recognition of the asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in the statement of profit or loss when the asset is derecognized.
Gains and losses on disposals are determined by comparing proceeds with the carrying amount.
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Recognition and Measurement

Property, plant, and equipment are recognised if it is probable that future economic benefits associated
with the asset will flow to the comapny and the cost of the asset can be measured reliably in accordance
with NAS [6.

Items of property, plant and equipment are measured at cost, less accumulated depreciation, and any
accumulated impairment losses. If significant parts of an item of property, plant and equipment have
different useful lives, then they are accounted for as separate items (major components) of property, plant,
and equipment. Any gain or loss on disposal of an item of property, plant and equipment is recognised in
profit or loss.

Subsequent Expenditure

Subsequent expenditure is capitalised only if it is probable that the future economic benefits associated
with the expenditure will flow to the company. All other repairs and maintenance are charged to profit
and loss during the reporting period in which they are incurred.

Depreciation

Depreciation is calculated to write off the cost of items of property, plant, and equipment less their
estimated residual values using the straight-line method over their estimated useful lives and is generally
recognized in profit or loss. Land is not depreciated.

The estimated useful lives of property, plant and equipment for current and comparative periods are as
follows:

Category of asset Estimated useful life Depreciation Rate
Building 58-59 years 5%
Office equipment [0-11 years 25%
Furniture and fixtures 10-11 years 25%
Vehicles I3 — 14 years 20%
Other Assets I8 — 19 years 15%

Useful lives are reviewed at each reporting date with prospective effect.

Item less than Rs. 5,000 are charged to expenses.Assets that are purchased or constructed for operation
of the project as per terms of the license described in note 2.4 being constructed by the company is
accounted as intangible assets as per IFRIC [2.

2.7. Income tax

Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to the
extent that it relates to items recognised directly in equity or in OCI.

Current tax

Current tax comprises the expected tax payable on the taxable income or loss for the year and any
adjustment to the tax payable or receivable in respect of previous years. The amount of current tax
payable is the best estimate of the tax amount expected to be paid that reflects uncertainty related to
income taxes, if any. It is measured using tax rates enacted or substantively enacted at the reporting date.

Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they
can be used. Future taxable profits are determined based on the reversal of relevant taxable temporary
differences. If the amount of taxable temporary differences is insufficient to recognise a deferred tax asset
in full, then future taxable profits, adjusted for reversals of existing temporary differences, are considered.
Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised; such reductions are reversed when the probability
of future taxable profits improves.
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Unrecognized deferred tax assets are reassessed at each reporting date and recognised to the extent that
it has become probable that future taxable profits will be available against which they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
they reverse, using tax rates enacted or substantively enacted at the reporting date.

The Company is in tax holiday period due to which no temporary differences arise on carrying amount and
tax base and hence no deferred tax assets/liabilities have been recognized.

2.8. Financial Instruments
Financial assets and financial liabilities are recognised when the Company becomes a party to the contract
embodying the related financial instruments.

i. Financial assets
Classification and Measurement

Financial assets are subsequently measured at amortized cost if these financial assets are held within a
business model whose objective is to hold these assets in order to collect contractual cash flows and the
contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding. These assets are subsequently measured at
amortized cost using the effective interest method.The amortized cost is reduced by impairment losses.

The company assesses whether its financial assets meet this condition on the basis of the objective of the
business model as determined by the key management personnel.

Financial assets other than measured at ammortised cost are measured at fair value.Financial assets are
measured at fair value through other comprehensive income if these financial assets are held within a
business model whose objective is to hold these assets in order to collect contractual cash flows or to sell
these financial assets and the contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount outstanding. The Company
in respect of equity investments (other than in subsidiaries, associates, and joint ventures) which are not
held for trading has made an irrevocable election to present in other comprehensive income subsequent
changes in the fair value of such equity instruments. Such an election is made by the Company on an
instrument-by-instrument basis at the time of initial recognition of such equity investments.

Financial asset not measured at amortised cost or at fair value through other comprehensive income is
carried at fair value through the statement of profit and loss. Financial assets that are held for trading are
measured at fair value through statement of profit or loss.

For financial assets maturing within one year from the balance sheet date, the carrying amounts approximate
fair value due to the shorter maturity of these instruments.

Classification of Financial Assets is made as per the requirement of NFRS 9.

De-recognition of financial assets
The Company de-recognises a financial asset only when the contractual rights to the cash flows from the
financial asset expire, or it transfers the financial asset, and the transfer qualifies for de-recognition under
NFRS 9.

On de-recognition of a financial asset in its entirety, the difference between the carrying amounts measured
at the date of de-recognition and the consideration received is recognised in statement of profit or loss.
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Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial instrument and of
allocating interest income or expense over the relevant period. The effective interest rate is the rate that
exactly discounts future cash receipts or payments through the expected life of the financial instrument, or
where appropriate, a shorter period.

Income/ expense arising on financial instruments after applying an effective interest rate is recognized in
Statement of Profit and Loss and is included in the “Other finance income” or “Other finance cost” line
item. For calculating EIR, risk free interest rate of 8.45% p.a. has been considered.

iii. Financial liabilities and equity instruments
Classification as debt or equity
Financial liabilities and equity instruments issued by the Company are classified according to the substance
of the contractual arrangements entered and the definitions of a financial liability and an equity instrument.

Equity Instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Company after
deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net of direct issue
costs.

Financial Liabilities

Financial liabilities are initially measured at fair value, net of transaction costs, and are subsequently
measured at amortised cost, using the effective interest rate method where the time value of money is
significant. Interest bearing bank loans, overdrafts and issued debt are initially measured at fair value and are
subsequently measured at amortised cost using the effective interest rate method.Any difference between
the proceeds (net of transaction costs) and the settlement or redemption of borrowings is recognised over
the term of the borrowings in the statement of profit and loss.

For trade and other payables maturing within one year from the balance sheet date, the carrying amounts
approximate fair value due to the short maturity of these instruments.

Financial guarantee contracts

Financial guarantee contracts issued by the Company are those contracts that require a payment to be
made to reimburse the holder for a loss it incurs because the specified debtor fails to make a payment
when due in accordance with the terms of a debt instrument. Financial guarantee contracts are recognised
initially as a liability at fair value, adjusted for transaction costs that are directly attributable to the issuance
of the guarantee.

De-recognition of financial liability

A financial liability is derecognised when the obligation under the liability is discharged, 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 the de-recognition of the original liability and the recognition of a new liability. The difference in
the respective carrying amounts is recognised in the statement of profit and loss.

iiii. Offsetting of Financial Asset and Financial Liability
Financial assets and liabilities are off-set, and the net amount is reported in the Statement of Financial
Position only when there is a legally enforceable right to off-set the recognised amounts and there is an
intention to settle on a net basis, or to realise the asset and settle the liability simultaneously.
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2.9. Borrowing cost

2.10.

2.12.

2.13.

Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing
of funds. Borrowing costs directly attributable to the acquisition, construction or production of an asset
that necessarily takes a substantial period of time to get ready for its intended use are capitalized as part
of the cost of the asset until such time as the assets are substantially ready for the intended use or sale.All
other borrowing costs are expensed in the period in which they occur.

Cash and cash equivalents
Cash and cash equivalents in the balance sheet comprise cash at banks and on hand and demand deposits
with an original maturity of three months or less and highly liquid investments that are readily convertible
into known amounts of cash and which are subject to an insignificant risk of changes in value net of
outstanding bank overdrafts as they are considered an integral part of the Company’s cash management.
Cheques in hand pending realization or settlement are considered as cash equivalents.

Inventories
Cost of inventories includes cost of purchase, costs of conversion and other costs incurred in bringing
the inventories to their present location and condition. Inventories of stores, spare parts and loose tools
are stated at the lower of weighted average cost and net realizable value. Net realizable value represents
the estimated selling price for inventories in the ordinary course of business less all estimated costs of
completion and estimated costs necessary to make the sale.

Revenue recognition

Sale of Electricity

Revenue is recognized to the extent that it is probable that economic benefit will flow to the Company
and that the revenue can be reliably measured. Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated rebates and other similar allowances. Revenue is
recognised when substantial risks and rewards of ownership is transferred to the buyer under the terms
of the contract.

Other Electricity Services
Fees from other electricity services is accounted on accrual basis as and when the right to receive arises.

Dividend Income

Dividend income (net of withholding taxes) from investments is recognised when the shareholder’s right
to receive payment has been established (provided that it is probable that the economic benefits will flow
to the Company and the amount of income can be measured reliably). In case of stock dividend only the
number of shares is increased.

Interest Income

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow
to the Company and the amount of income can be measured reliably. Interest income is accrued on a time
basis, by reference to the principal outstanding and at the effective interest rate applicable, which is the rate
that exactly discounts estimated future cash receipts through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

Provisions and contingencies
Provisions are recognised when the Company has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate can be made of the amount of the obligation. When the
Company expects some or all of a provision to be reimbursed, for example,under an insurance contract, the
reimbursement is recognised as a separate asset, but only when the reimbursement is virtually certain.The
expense relating to a provision is presented in the statement of profit and loss net of any reimbursement.
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If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate
that reflects, when appropriate, the risks specific to the liability.VWhen discounting is used, the increase in the
provision due to the passage of time is recognised as a finance cost.

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

At the end of the reporting period the company does not have contingent liability that needs disclosure as
per the adopted policy.

Leases

The determination of whether an arrangement is a lease, or it contains a lease, is based on the substance
of the arrangement, and requires an assessment of whether the fulfillment of the arrangement is dependent
on the use of a specific asset or assets and the arrangement conveys a right to use the asset.

Finance Lease

Agreements which transfer to counterparties all the risks and rewards incidental to the ownership of assets,
but not necessarily legal title, are classified as finance lease.VWhen The company is the lessor under finance
lease, the amounts due under the leases, after deduction of unearned interest income, are included in,
‘Loans & receivables from other customers, as appropriate. Interest income receivable is recognized in ‘Net
interest income’ over the periods of the leases so as to give a constant rate of return on the net investment
in the leases.

When the company is a lessee under finance leases, the leased assets are capitalized and included in ‘Property,
Plant and Equipment’ and the corresponding liability to the lessor is included in ‘Other liabilities. A finance
lease and its corresponding liability are recognized initially at the fair value of the asset or if lower, the
present value of the minimum lease payments. Finance charges payable are recognized in ‘Interest expenses’
over the period of the lease based on the interest rate implicit in the lease so as to give a constant rate of
interest on the remaining balance of the liability.

Operating Lease

All other leases are classified as operating leases. When acting as lessor, the company includes the assets
subject to operating lease in ‘Property, plant and equipment’ and accounts for them accordingly. Impairment
losses are recognized to the extent that residual values are not fully recoverable and the carrying value of
the assets is thereby impaired. Lease payments under an operating lease are recognized as an expense as per
NFRS 16 under Depreciation charge on right of use of assets and interest expense on lease liability basis
over the lease term.

Employment Benefits
The company has been enrolled in Social Security Fund. The company has not long-term liability for its
employees as timely deposit has been made on such fund.

Staff bonus
A 2% bonus on electricity income in line with the provisions of the Electricity Act 2049.

Corporate Social Responsibility Fund
|% of Net profit during the year is apportioned as Corporate Social Responsibility fund as appropriation of
profit.
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Segment Reporting
The Chief Executive Officer and functional managers of the Company has been identified as the Chief
Operating Decision Maker (CODM) as defined by NFRS 8, Operating Segments. The CODM evaluates the
Company’s performance and allocates resources based on an analysis of various performance indicators,
however the Company is primarily engaged in only one segment viz.,“ “Generation and Sale of electricity” and
that most of the operations are in Nepal. Hence the Company does not have any reportable Segments as per
NFRS 8 “Operating Segments”

Expenditure incurred in the running and in maintaining the property, plant, and equipment
All expenditure incurred in the running and in maintaining the property, plant and equipment in a state of
efficiency has been charged to the Income Statement.

Foreign currency transactions

The functional currency of the Company is determined on the basis of the primary economic environment
in which it operates. The functional currency of the Company is Nepalese Rupee (NPR). In preparing the
financial statements the Company, transactions in currencies other than the entity’s functional currency
(foreign currencies) are recognised at the rates of exchange prevailing at the dates of the transactions. At
the end of each reporting period, monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.
Exchange differences on monetary items are recognised in Statement of Profit and Loss in the period in
which they arise.

Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. The basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by
the weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined
by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of
ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

3. Additional Disclosures
3.1. Risk management

The Company’s business activities expose it to a variety of risks i.e., interest rate risk other price risk,
technological risk,foreign currency risk,The Company’s Board and senior management has overall responsibility
for the establishment and oversight of the Company’s risk management.

The Board of Directors frames policies to address the risk in various areas and senior management implements
the policy framework. Measures to mitigate risk faced by organization are summarized below: -

Foreign Currency Risk

The Company is subject to the risk that changes in foreign currency values impact the Company’s imports
of inventories and property, plant and equipment and Payment to Suppliers/contractor/Sub-contractor. These
factors influence cost of project and financing arrangement made by the company.

Liquidity risk

Liquidity risk is the risk that the Company will face in meeting its obligations associated with its financial
liabilities. The Company’s approach to managing liquidity is to ensure that it will have sufficient funds to meet
its liabilities when due without incurring unacceptable losses. In doing this, management includes adequate
liquid investment with certainty in its investment portfolio.
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Credit Risk

Credit risk is the risk in which the party to the transaction may be unable to settle financial obligation due to
the company.The company is not exposed to risk of default of debtors.The company regularly assessess credit
worthiness of creditors and contractors before making advances.

Operational Risk

Operational risk arises from conduct of employees and contractors. Contractor is engaged after detailed
assessment of their past performance and ability. The company has implemented policies for management
of its Human resource. Other operational risk emerges from operational procedures and process. Internal
control system is implemented for the operational procedures and process. Technological risk is managed by
appropriate measures.

Capital Management

For the purpose of the Company’s capital management, capital includes issued capital, and all other equity
reserves attributable to the equity holders of the company.The Company manages its capital so as to safeguard
its ability to continue as a going concern and to optimize returns to the shareholders. The capital structure
of the Company is based on management’s judgement of the appropriate balance of key elements in order to
meet its strategic and day-to-day needs.We consider the amount of capital in proportion to risk and manage
the capital structure in light of changes in economic conditions and the risk characteristics of the underlying
assets.

The Company’s aim is to translate profitable growth to superior cash generation through efficient capital
management. The Company’s policy is to maintain a stable and strong capital structure with a focus on total
equity so as to maintain investor, creditor; and market confidence and to sustain future development and
growth of its business. The Company’s focus is on keeping strong total equity base to ensure independence,
security, as well as a high financial flexibility for potential future borrowings, if required, without impacting the
risk profile of the Company. The Company will take appropriate steps in order to maintain, or if necessary,
adjust, its capital structure. The management monitors the return on capital as well as the level of dividends
to shareholders.The Company’s goal is to continue to be able to return excess liquidity to shareholders by
continuing to distribute dividends in future periods

4. Financial Instruments

4.1. Fair Value Hierarchy

When measuring the fair value of an asset or a liability, the company uses observable market data as far as
possible. Fair values are categorized into different levels in a fair value hierarchy based on the inputs used in
the valuatlon techniques as follows.

Level I: quoted prices (unadjusted) in active markets for identical assets or liabilities.

= Level 2:inputs other than quoted prices included in Level | that are observable for the asset or
liability, either directly or indirectly.

= Level 3:inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability fall into different levels of the fair value
hierarchy, then the fair value measurement is categorized in its entirety in the same level of the fair value
hierarchy as the lowest level input that is significant to the entire measurement.

4.2. Events after Balance Sheet Date

There are no adjusting events after the balance sheet date which requires adjustment in the financial statements.
Also, there are no non adjusting events that require disclosure.

Proposed Dividend

Board of directors vide its meeting dated 29th Mangsir ,2080 decided to propose dividend of 4.75%
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(Consisting of Stock dividend of Rs. 279,31,752.75) excluding applicable taxes which will be paid after
approval of AGM.

4.3. Related party transaction
The following persons are identified as Related Parties.

Key Management Personnel
Key Management Personnel are those persons having authority and responsibility for planning, directing,
and controlling the activities of the entity, directly or indirectly, including any director (whether executive
or otherwise) of that entity. CEO and Directors are identified as Key Management Personnel (KMP) and
following are their details.

Name Meeting Allowance Other Benefits
Sharad Kumar Dahal (Chairperson) 1,02,000 89 000
Bishnu Bahadur Tamang (Director) 80,000 [5.000
Hari Prasad Bhatta (Director) 76,000 20.000
Maheshwor Dawadi (Director) 61,000 10.000
Rama Mohan Pokhrel (Public Director) 48,000 45000
Sushil Adhikari (Public Director) 48,000 60.000
Prapti Rayamajhi (Independent Director) 16,000 0
Mahesh Bahadur Basnet (Former Chairperson) 24,000 0
Dev Bahadur Gurung (Former MD) 32,000 6.90.000
Motikala Subba Dewan (Former Director) 24,000 0
Devendra K.C (Consultant) 4,000 7.05.876
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