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« Chairman of Panchakanya Group
- Chairman of Panchakanya Power Development Pvt. Ltd.
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Master's degree from SMU

Experienced Director with a demonstrated history of working in building materials industry
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Director
Bachelor in Economics from San Diego State University

More than 10 Years of experience in Business Strategy Development and Marketing
Director of Panchakanya Group (Marketing & CSR)
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Bachelor in Civil Engineering from Institute of Engineering, TU

5 Years of Experience in Hydropower Design, Development and Construction
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF PANCHAKANYA MAI HYDROPOWER LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Panchakanya Mai Hydropower Limited, which comprises the statement of
financial position as ta 32nd Ashadh 2079 (corresponding to 16th July 2022) and statement of profit and loss, statement of
cash flow and statement of changes in equity for the year then ended, and notes to the financial statements, including a
summary of significant accounts policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Panchakanya Mai Hydropower Limited as at 32nd Ashadh 2079 (corresponding to 16th July 2022), 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 and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the ICAN’s Handbook of the Code of
Ethics for Professional Accountants. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with NFRS
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 related to going concern and using the 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.

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 audits conducted in accordance
with NSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of user taken on the basis of these financial statements.

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

throughout the audit, we also:

« Identify and assess the risk of material misstatement of the financial statements, whether due to fraud r error, design
and perform audit procedures responsive to those risks and obtain audit evidence the 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

ANNUAL REPORT 2078-079



PANCHAKANYA MAI HYDROPOWER LIMITED

for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentation, or the
override of internal control.

«  Obtain an understating 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.

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

«  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 uncertainly 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, further events or conditions may cause the company to
cease to continue as a going concern.

We communicate with those charged with governance regarding among other matters the planned scope and timing of
the audit and significant audit findings including and significant deficiencies in internal control that we identify during
our audit.

Report on Other Legal and Regulatory Requirements
We have also observed the compliance of relevant act and other applicable law, regulations and accordingly, we report that:

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

b) In our opinion, proper books of accounts as required by law have been maintained by the company as far as appears
from our examination of such books;

c) Inour opinion, the accompanying financial statements with explanatory noted dealt with by this report have been
prepared from the books of accounts maintained by the company are in agreement with the same;

d) To the best of our knowledge and according to the 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 their representatives or any employees of the company have acted in contrary to the provisions of law or
committed any misappropriation or caused any damage or loss to the company.

For D. Kumar & associates,
Chartered Accountants,

FCA. Dipendra Kumar
COP No.: 583

Date: Poush 20, 2079

Place: Kathmandu, Nepal
UNID Number: 230110CA006931FvA2
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PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF FINANCIAL POSITION

As at Ashad 32,2079 (July 16, 2022) (Amount in NRs)

mw As at Ashad 32, 2079 (July 16, 2022) " As at Ashad 31, 2078 (July 15, 2021) "

ASSETS

Non-current assets

Property, Plant and Equipment 2.2 1,694,635 1,924,754
Intangible Assets 23 2,831,048,212 2,934,658,826
Capital WIP - 145,635,732
Total non-current assets 2,832,742,847 3,082,219,313
Current Assets

Inventories 24 22,251,861 21,706,845
Financial assets

Trade & Other Receivables 2.8 101,532,867 78,256,103
Cash and Cash Equivalents 29 3,150,171 1,606,306
Other Non- Financial Assets

Advances & Deposit 2.10 12,605,406 9,362,491
Current Tax Asset - -
Total current assets 139,540,304 110,931,746
Total 2,972,283,151 3,193,151,059
EQUITY AND LIABILITIES

Equity

Equity Share Capital 2.1 1,100,000,000 1,100,000,000
Retained Earnings 212 (173,750,836) (199,055,672)
Total equity 926,249,164 900,944,328
Liabilities

Non- Current Liabilities

Financial liabilities

Borrowings 2.13.1 1,527,463,217 1,629,334,322
Non-Financial Liabilities

Retirement Benefit Obligation 2.13.2 - 23,672
Deferred Tax Liabilities (Net) 2133 - 73,133,964
Deffered Income 23,203,163 24,712,017
Total non-current liabilities 1,550,666,380 1,727,203,974

Current liabilities

Financial liabilities

Trade and Other payables 2.14 60,025,755 130,659,005
Borrowings 2.15 432,851,812 426,751,480
Non-financial liabilities

Provision 2.16 - 267,198
Other Non-Financial Liabilities 2.14 2,376,876 7,037,851
Current Tax Liablities 217 113,164 287,223
Total Current Liabilities 495,367,607 565,002,757
Total liabilities 2,046,033,986 2,292,206,731
Total 2,972,283,151 3,193,151,059

Summary of significant accounting policies and notes to account For & on behalf of the board
As per our attached report of even date

For D. Kumar & Associastes

Chairman Director CA. Dipendra Kumar
Prem Bahadur Shrestha Dhurba Kumar Shrestha -oP
Chartered Accountants
Director Director Director Finance Head
Udeep Shrestha Nitisha Shrestha Tikaram Niroula Omkar Shrestha

Place: Kathmandu
Date: Poush 19, 2079
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PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF PROFIT AND LOSS

For the period ended 32nd Ashad, 2079 (July 16, 2022)

(Amount in NRs)

Year ended Ashad 32, 2079 | Year ended Ashad 31, 2078
(July 16, 2022) (July 15,2021)

Income

Revenue from Sale of Electricity 2.18 375,882,193 347,555,905
Operating Expenses 2.19 (11,731,359) (9,492,576)
Gross Profit 364,150,834 338,063,329
Employee Benefit Expenses 2.20 (20,328,812) (20,656,818)
Administrative Expenses 2.21 (30,540,781) (15,944,834)
Depreciation and Amortization Expenses 2.2 (117,074,511) (116,653,604)
Operating Profit/ (Loss) 196,206,730 184,808,073
Other Income 2.22 1,508,854 2,205,085
Financial Expenses 2.23 (179,228,467) (173,653,648)
Loss on Insurance Claim 2.24 (65,939,031) -
Profit/(Loss) Before Tax (47,451,914) 13,359,510

Tax Expense:

Current Tax 2.17 377,214 551,271
Deferred Tax (Income)/ Expense 2133 - 12,616,629
Profit/(loss) for the period (47,829,127) 191,610
Basic and Diluted Earnings Per Share (EPS) (4.35) 0.02

Summary of significant accounting policies and notes to account For & on behalf of the board

As per our attached report of even date

For D. Kumar & Associastes

Chairman Director CA. Dioendra Kumar
Prem Bahadur Shrestha Dhurba Kumar Shrestha -oP
Chartered Accountants
Director Director Director Finance Head
Udeep Shrestha Nitisha Shrestha Tikaram Niroula Ombkar Shrestha

Place: Kathmandu
Date: Poush 19, 2079

ANNUAL REPORT 2078-079 21



PANCHAKANYA MAI HYDROPOWER LIMITED

PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF OTHER COMPREHENSIVE INCOME

for the year ended Ashad 32, 2079 (July 16, 2022) )
(Amounts in NRs)

Year ended Year ended

Ashad 32,2079 | Ashad 31,2078
(July 16,2022) | (July 15,2021)

Profit/(loss) for the period (47,829,127) 191,610

Other comprehensive income (OCl)

Fair Value Gain/Loss on investment through other comprehensive income - -

Fair Value Gain/Loss on Acturial Valuation - -

Other items that will not be reclassified to statement of profit or loss - -

Other comprehensive income (OCI) for the period, net of tax - -

Total comprehensive income for the period, net of tax (47,829,127) 191,610

As per our attached report of even date

For D. Kumar & Associastes

Chairman Director CA. Dipendra Kumar
Prem Bahadur Shrestha Dhurba Kumar Shrestha -UIp a a
Chartered Accountants
Director Director Director Finance Head
Udeep Shrestha Nitisha Shrestha Tikaram Niroula Omkar Shrestha

Place: Kathmandu
Date: Poush 19, 2079
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PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF CASH FLOW

for the year ended Ashad 32, 2079 (July 16, 2022)

PANCHAKANYA MAI HYDROPOWER LIMITED

(Amounts in NRs)

Year ended Year ended Ashad 31, 2078
Ashad 32, 2079 (July 16, 2022) (July 15, 2021)

A. CASH FLOW FROM OPERATING ACTIVITIES

Profit before tax (47,451,914) 13,359,510
Non-cash adjustments

Depreciation 117,074,511 116,653,604
Bank Interest 179,228,467 173,653,648
Provision for Bonus (267,198) 267,198
Rental Income From Transmission Line (1,508,854) (1,508,854)
(Profit)/loss on Sale of Assets - (696,231)
Operating Profits before working capital changes 247,075,011 301,728,875
Movement in Working Capital

Decrease/(Increase) in current assets

Decrease/(Increase) in Trade Receivables-Current (23,276,763) (7,693,587)
Decrease/(Increase) in Advance & Deposit (3,242,915) (2,796,666)
Decrease/(Increase) in Inventory (545,015) (9,291,010)
(Decrease)/increase in current liabilities

Increase / (Decrease) in Trade Payables-Current (70,633,250) 63,898,872
Increase / (Decrease) in Retirement Benefit-Non-Current (23,672) -
Increase / (Decrease) in Deferred Income Non-Current - -
Increase / (Decrease) in Other Non-financial Liabilities-Current (4,660,975) 1,584,131
Cash generated from Operations (102,382,591) 45,701,740
Net Cash from Operating Activities 144,692,421 347,430,615
B. CASH FLOW FROM INVESTING ACTIVITIES

Purchase of Property, Plant and Equipment (13,233,777) (2,597,243)
Capital WIP 145,635,732 (145,635,732)
Sale of Property, Plant and Equipment - 839,844
Net Cash used in Investing Activities 132,401,955 (147,393,131)
C. CASH FLOW FROM FINANCING ACTIVITIES

Income Tax Paid (551,273) (779,949)
Interest Paid (179,228,467) (173,653,648)
Increase/(Decrease) in Short Term Loans 6,100,332 50,636,575
Increase/(Decrease) in Medium & Long Term Loans (101,871,105) (75,803,828)
Net Cash from Financing Activities (275,550,512) (199,600,850)
Net Increase in Cash & Cash Equivalents (A+B+C) 1,543,864 436,634
Cash and Cash Equivalents at the beginning of the year 1,606,306 1,169,671
Cash and Cash Equivalents at the end of the year 3,150,170 1,606,306
Components of Cash and Cash Equivalents

Cash 27,012 2,668
Bank 3,123,158 1,603,638

The accompanying notes are an integral part of the financial statements. For and behalf of the Board of Directors

Chairman Director

Prem Bahadur Shrestha Dhurba Kumar Shrestha
Director Director
Udeep Shrestha Nitisha Shrestha

Place: Kathmandu
Date: Poush 19, 2079

As per our attached report of even date

Director
Tikaram Niroula

For D. Kumar & Associastes
CA. Dipendra Kumar
Chartered Accountants

Finance Head
Omkar Shrestha
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PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF CHANGES IN EQUITY

for the year ended Ashad 32, 2079 (July 16, 2022)

Share Capital Retained Total Other | Impairmentat | Total Other | Total Equity
Earnings | Comprehensive | Transition Date Equity
Income (OCI)
Balance as at Shrawan 1, 1,100,000,000  (199,204,869) - (42,413) (199,247,282) 900,752,718
2076 (July 16, 2020)
Profit for the year (77-78) - 191,610 - - 191,610 191,610

Depreciation on Revalued - - - - - _
Assets

Interim Dividend paid during - - - - - -
the year

Changes in Reserve - - - - -

Prior Period Adjustment - - -

Previous Year Adjusted - - -

Income

Balance as at Ashad 31,2078 1,100,000,000  (199,013,259) - (42,413) (199,055,672) 900,944,328
(July 16,2021)

Profit for the year (78-79) - (47,829,127) - (47,829,127) (47,829,127)

Depreciation on Revalued - - - - - _
Assets

Dividend paid during the - - - - - -
year

Issue of Share Capital - - - - - R

Adjustment of Deferred Tax - 73,133,964 73,133,964

Balance as at Ashad 32,2079 1,100,000,000  (246,842,386) - (42,413) (173,750,836) 926,249,164
(July 16, 2022)

Summary of significant accounting policies and The accompanying notes are an integral part of the financial statements. For and behalf
of the Board of Directors

As per our attached report of even date

For D. Kumar & Associastes

Chairman Director CA. Dioendra Kumar
Prem Bahadur Shrestha Dhurba Kumar Shrestha -oP
Chartered Accountants
Director Director Director Finance Head
Udeep Shrestha Nitisha Shrestha Tikaram Niroula Omkar Shrestha

Place: Kathmandu
Date: Poush 19, 2079
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Significant Accounting Policy/
Notes to the Accounts

1. About Company

1.1 Background

Panchakanaya Mai Hydropower Ltd. is a public limited
company incorporated in Nepal through registration with
the Office of The Company Registrar on Chaitra 2072 B.S
with the majority shareholding by group with an aim to
develop hydropower projects using appropriate training,
technology transfer and human resources. The company
has successfully commissioned Upper Mai Hydropower
project (12 MW) in Mabu and Upper Mai Cascade
Hydropower Project (6.1 MW) in Sulubung of Sandakpur
Gaunpalika in Illam district within the stipulated time with
its own 132 KV transmission line of approximately 18.5 km
to evacuate the generated power at Godak substation of
Nepal Electricity Authority.

1.2 Financial Statements:

The Financial Statement of PMHPL comprises Statement of
Financial Position, Statement of Profit or Loss, Statement
of Other Comprehensive Income, Statement of Changes

in Equity, Statement of Cash Flows, Notes to the Financial
Statements and Significant Accounting Policies.

The primary financial statements of PMHPL for the year
ended 32 Ashad 2079 have been drawn up consistent
with the requirements of NAS 01 and the following key
presentation decisions have been made:

A. Statement of Financial Position
The statement of financial position is presented
in order of liquidity, with a distinction based on
expectations regarding recovery or settlement
within 12 months after the reporting date (no more
than 12 months) and more than 12 months after the
reporting date (more than 12 months), presented in
the notes.

B. Statement of Profit or Loss and Statement of Total
Comprehensive Income
The Company has elected to present comprehensive
income in two separate statements, being the
statement of profit or loss and the statement of
total comprehensive income. Information about
the individual components of other comprehensive
income (OCl) as well as the tax effects have been
disclosed in the notes to the financial statements.

C. Statement of Changes in Equity
The Company presents its statement of changes in
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equity as part of its primary financial statements
showing the following items: (a) net profit/loss for the
period; (b) the amounts of transactions with owners
in their capacity as owners, showing separately
contributions by and distributions to owners; and (c)
for each component of equity a reconciliation between
the carrying amount at the beginning and the end of
the period, separately disclosing each change.

D. Statement of Cash Flows
The Company represents its operating cash flows
based on the indirect method. For cash flow
purposes, the Company classifies the cash flows for
the acquisition and disposal of financial assets as
investing cash flows. The payment of benefits and
claims in relation to insurance contracts is treated as
cash flows used in operating activities.

1.3 PRINCIPAL ACTIVITIES AND OPERATIONS
The principal activity of the Company is to generate and
transmission of electricity.

1.3.1 Responsibility for Financial Statements

The management is responsible for the preparation and
presentation of Financial Statements of PMHL as per the
provisions of the Companies Act, 2063.

2. Basis of Preparation of Financial Statement and
Other Significant Accounting Policies:

2.1. Basis of Preparation

The financial information has been prepared under the
historical cost convention, as modified by the revaluation
of assets at fair value wherever the standard requires or
the company adopts the option given in the standards for
such revaluation.

2.1.1. Compliance with NFRS

The Financial Statement of PMHPL which comprises
components of Financial Statement mentioned above
have been prepared in accordance with Nepal Financial
Reporting Standards comprising of Nepal Financial
Reporting Standards and Nepal Accounting Standards
(hereafter referred as NFRS), laid down by the Institute of
Chartered Accountants of Nepal and in compliance with
the requirements of the Companies Act ,2063.

2.1.2. Approval of Financial Statements by Board of
Directors

The accompanied Financial Statements have been
authorized by the Board of Directors vide its resolution
dated Poush 19, 2076 and it will be placed at the Annual
General Meeting of the shareholders for final approval.
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2.1.3. Functional and Presentation Currency

The Financial Statements of PMHL are presented in
Nepalese Rupees (Rs), which is the currency of the

primary economic environment in which the company
operates. There was no change in PMHL’s presentation and
functional currency during the year under review.

2.1.4. Reporting Period and Approval of Financial
Statement

The company follows the Nepalese financial year based

on the Nepalese calendar. The corresponding dates for the
English calendar are as follows:

Relevant Financial | Nepalese English Calendar
Statement Calendar Date/Period

NFRS SFP Date 32 Ashad 2079 16 July 2022
NFRS reporting 1 Shrawan 2078 - 16 July 2022 -
period 32 Ashad 2079 16 July 2022

2.1.5. Presentation of Financial Statement

The assets and liabilities of PMHL presented in the
Statement of Financial Position are presented on the basis
of Current and Non- Current Assets/Liabilities.

2.1.6. Current and Non- Current Distinction

Assets and Liabilities wherever applicable are bifurcated
in current and non-current based on their respective
maturity such information has been disclosed in
respective notes as applicable.

2.1.7. Materiality and Aggregation

In compliance with Nepal Accounting Standard - NAS

01 (Presentation of Financial Statements), each material
class of similar items has been presented separately in
the Financial Statements. Items of dissimilar nature or
functions too are presented separately unless they are
immaterial. Financial Assets and Financial Liabilities are
offset and the net amount reported in the Statement of
Financial Position only when there is a legally enforceable
right to offset the recognized amounts and there is an
intention to settle on a net basis, or to realize the assets
and settle the liability simultaneously. Income and
expenses are not offset in the Statement of Profit or Loss
unless required or permitted by an Accounting Standard.

2.1.8. Materiality

The Institution for the preparation of financial statements
determines materiality based on the nature or magnitude, or
both. Materiality is a pervasive constraint in financial reporting
because it is pertinent to all of the qualitative characteristics.
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2.1.9. Discounting

When the realization of assets and settlement of
obligation is for more than one year, the company
considers the discounting of such assets and liabilities
where the impact is material, various internal and external
factors have been considered for determining the
discount rate to be applied to the cash flows of company.

2.1.10. Current and Non-Current Distinction

Assets and Liabilities wherever applicable are bifurcated
in current and non-current based on their respective
maturity such information has been disclosed in
respective notes as applicable

2.1.11. Accounting policies, critical accounting
estimates and Judgments

Accounting Policies NFRS requires the company adopt
accounting policies that are most appropriate to the
company’s circumstances- In determining and applying
accounting policies, management is required to make
judgments in respect to items where the choice of specific
policy, accounting estimate or assumption to be followed
could materially affect the company’s reported financial
position, results or cash flows. These accounting policies
are consistently applied by the company.

Specific accounting policies have been included in the
specific section of the notes for each items of financial
statements which requires disclosures of accounting
policies or changes in accounting policies. Effect and
nature of the changes, if any, have been disclosed.

2.1.12 Going Concern

The financial statements are prepared on a going concern
basis, as the management of the institution is satisfied that
the institution has the resources to continue in business
for the foreseeable future. In making this assessment,

the Management have considered a wide range of
information relating to present and future conditions,
including future projections of profitability, cash flows and
capital resources.

2.1.13. Accounting Estimates and Judgment

The preparation of the financial statements in accordance
with NFRS requires the management to make judgments,
estimates and assumptionsQin applying the accounting
policies that affect the reported amounts of assets,
liabilities, income and expenses, including contingencies
and commitments. Due to the inherent uncertainty

in making estimates, actual results reported in future
periods may differ from those estimates. The estimates



and the underlying assumptions are reviewed on ongoing
basis based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances revision to
accounting estimates are recognized in the period in
which the estimates is revised, if the revision affects only
that period; they are recognized in the period of revision
and the future periods if the revision affects both current
and future periods.

The significant judgments made by management in applying

the company's accounting policies and the key sources of

estimation uncertainty in these financial statements, which

together are deemed critical to the company’s results and

financial position, are given in the respective sections of the

notes wherever they have been applied

« Impairment of loans and advances

« Valuation of financial instruments

+  Provisions

«  Estimation of useful life of property and equipment
and intangible asset

2.2. Property, Plant and Equipment

2.2.1. Recognition of Property, Plant and Equipment
Property and equipment, including owner-occupied
property, is stated at cost, excluding the costs of day-
to-day servicing, less accumulated depreciation and
accumulated impairment losses. Replacement or major
inspection costs are capitalized when incurred, if it is
probable that future economic benefits associated with
the item will flow to the entity and the cost of the item can
be measured reliably.

Depreciation is provided on a straight line basis over the
estimated useful lives of the following classes of assets:

PPE-Other

Furniture & Fix Upto 5 Years
Computer & Accessories  Upto 5 Years
Office equipment Upto 4 Years
Motor Vehicle Upto 7 Years

Leasehold Upto 1 Years (not exceeding lease term)

Depreciation of these assets commence when the assets
are available for use, which is generally on commissioning
and not when it is put to use. Items of Property, Plant and
Equipment are depreciated in a manner that amortizes the
cost (or other amount substituted for cost) of the assets
after commissioning, less its residual value, over their
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useful lives on a Straight-Line basis and recognized as an
expense in the statement of profit or loss.

The assets' residual values, and useful lives and method of
depreciation are reviewed and adjusted, if appropriate, at
each financial year end and adjusted prospectively.

An item of property and equipment is derecognized upon
disposal or when no further 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 in the year the asset is derecognized.

2.2.2. Impairment of property, plant and equipment
The company applies NAS 36 Impairment of Assets

to determine whether its asset have impaired. For the
purpose of determination of Impairment Loss, the
company treats each reportable segment as a separate
Cash Generating Unit.

Any indication giving rise to circumstances that require

a detailed impairment test has not occurred during the
period and consequently no impairment loss has been
charged on the company’s property plant and equipment
as on 32nd Ashad 2079.

The Company assesses at each reporting date whether
there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for
an asset is required, the Company estimates the asset’s
recoverable amount. An asset’s recoverable amount is the
higher of an asset or cash-generating units (CGU) fair value
less costs to sell and its value in use. Where the carrying
amount of an asset or CGU exceeds its recoverable
amount, the asset is considered impaired and is written
down to its recoverable amount. In assessing value in use,
the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset. In determining fair value
less costs to sell, an appropriate valuation model is used.

An assessment is made at each reporting date as to whether
there is any indication that previously recognized impairment
losses may no longer exist or may have decreased.

2.3. Intangible Assets

Company’s intangible asset comprises of accounting, policy
servicing, human resource and administration related
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Property, Plant & Equipment

Description Office Furniture | Computer and Vehicles Total
Equipment | and Fixtures Accessories

Original Cost (at NRs.)

As at 01/04/2078 1,820,629 1,322,349 1,958,018 10,253,440 15,354,436
Additions 110,484 - 592,209 - 702,693
Adjustment (disposal and sale) - - - - -
As at 31/03/2078 1,931,113 1,322,349 2,550,227 10,253,440 16,057,129
Depreciation (at NRs.) -
As at 01/04/2078 1,774,004 1,170,672 1,729,773 8,755,232 13,429,682
Charge for the year 46,746 139,377 247,288 499,403 932,813
Impairment Charge - - - - -
Attributable to sale/disposable - - - - -
As at 31/03/2078 1,820,750 1,310,049 1,977,061 9,254,635 14,362,495
Written Down Value as on 31/03/2078 46,625 151,677 228,245 1,498,208 1,924,754
Written Down Value as on 31/03/2079 110,363 12,300 573,167 998,805 1,694,635

software which have been separately acquired and therefore
measured on initial recognition at cost less any accumulated
amortization. Intangible assets that the company controls
and from which it expects future economic benefits are
capitalized upon acquisition and directly attributable costs to
prepare the assets for its intended use.

The useful life of an intangible assets is considered finite
where the rights to such assets are limited to a specified
period of time by contract or law or the likelihood of
technical technological obsolesce (e.g. computer software).

If there are no such limitation the useful life is taken to be
indefinite. Intangible asset that have finite lives are amortized
over their estimated useful lives by the straight-line method
unless it is practical to reliably to reliably determine the
pattern of benefits arising from the assets. An intangible asset
with an indefinite useful life is not amortized.

Allintangible assets are tested for impairment Amortization
expenses and impairments losses and reversal of
impairments losses are taken to the statement of profit or
loss and other comprehensive income. Thus, after initial
recognition, an intangible asset is carried at its cost less
accumulated amortization and/or impairment losses.

2.3.1 Service Concession arrangements

Service concession arrangements of UMHEP. Include
Upper Mai Hydropower Plant (12 MW) and cascade
Hydropower Plant (6.1 MW). Service concession
arrangements are amortized over the contractual period
of 30 Years as per the power purchase agreement (PPA)
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Intangible Assets- (Upper Mai Hydro Project)
Construction Equipment and Tools  Upto 3 Years

Upto 29.05 Years
(not exceeding lease term)

Other Plant Asset

Intangible Assets - (Cascade Hydro Project)

Construction Equipment and Tools  Upto 1 Years

Other Plant Asset Upto 30 Years

(not exceeding lease term)

of UMHEP.AS per PPA, the life of Upper Mai Hydroelectric
Project is up to B.S 2102/04/22 and Mai cascade Power
plantis B.S 2105/03/20.

Gain or loss arising from de-recognition of an intangible
assets are measured as the difference between the net
disposal proceeds and the carrying amount of the assets
and are recognized in the statement of profit and loss
when the assets is derecognized.

IFRIC 12 on service concession arrangements provides that
the operator right over the infrastructure assets cannot be
recognized as property, plant and equipment (PPE) of the
operator.

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



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

b. The grantor controls-through ownership, beneficial
entitlements or other-any significant residual interest
in the infrastructure at the end of the term of the
arrangement.

The infrastructure used in a public-to-private service
concession arrangement for its entire useful life (whole of life
assets) is within the scope of this interpretation it the following
conditions satisfies. This interpretation applies to both:

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

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.

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

2.3.2 Subsequent Expenditure

Subsequent to initial recognition, the intangible asset
is carried at cost less accumulated amortization and
accumulated impairment losses.

Subsequent expenditure on intangibles are capitalized only
when it increases the future economic benefits embodied
in the specific asset to which it relates. All other expenditure
is charged to the statement of profit or loss when incurred.

2.3.3 Amortization

Software (Intangibles) has been classified as having
definite useful life and are amortized over estimated
useful life of concerned software. Estimation of the useful
life is reviewed at each financial year end and changes

in the expected useful life or the expected pattern of
consumption of future economic benefits embodied

in the asset are considered to modify the amortization
period or method, as appropriate, and are treated as
changes in accounting estimates

Amortization expense on intangible assets with finite
lives is recognized in the statement of profit or loss in
the expense category consistent with the function of the
intangible asset.

Amortization is calculated using the straight-line method
to write down the cost of intangible assets to their residual
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values over their estimated useful lives. Estimated useful
life of the software currently owned by the company has
been determined at 5 years.

2.3.4 De-recognition

An intangible asset is de-recognized on disposal or when
no future economic benefits are expected from it. The
gain or loss arising from de-recognition of such intangible
assets is included in the statement of profit or loss when
the item is de-recognized.

2.3.5 Impairment of Intangible Assets

An impairment review is performed whenever there is an
indication of impairment. When the recoverable amount
is less than the carrying value, an impairment loss is
recognized in the statement of profit or loss.

2.3.6 Assessment of impairment

The management has assessed potential impairment
indicators of Intangible assets as at 32 Ashad 2079. Based
on the assessment, impairment indicators were not
identified.

2.3.7 Capital Work in Progress

These are expenses of capital nature directly incurred in
the construction of buildings, major plant and machinery
and system development, awaiting capitalization. Capital
work-in-progress would be transferred to the relevant
asset when it 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.
Capital work-in-progress is stated at cost.

2.4. Inventories

Cost of inventories include cost of purchase, cost 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.

Inventory
As on Ashad As on Ashad
32,2079 31,2078
(July 16,2022) | (July 15, 2021)
Inventory 22,251,861 21,706,845
(As Certified by Management)
22,251,861 21,706,845

ANNUAL REPORT 2078-079

29



Opening Inventory 21,706,845
Add: Purchase 6,025,989
Less: Consumption 5,480,974
Closing Inventory 22,251,861

2.5. Financial Instruments

A financial instrument is any contract that gives rise to a
financial asset of one entity and a financial liability or equity
instrument of another entity.

2.6. Financial Assets

As per NFRS 9 Financial instrument are classified into following

types;

a. Financial asset measured at amortized cost

b. Financial asset at fair value through other comprehensive
income. (FVOCI).

c.  Financial asset at fair value through profit and loss (FVTPL)
Other financial Asset

A. Financial asset measured at amortized cost

Financial assets at amortized cost include those non derivative
financial assets (debt instruments) that are held by the entity for
long term purpose and intend to hold till maturity.

The assets which have been classified as Financial Assets
Measured at Amortized Cost are held with an objective to
collect their contractual cash flows rather than to sell the assets
prior to their contractual maturity dates (business model test),
and the contractual terms of these financial assets give rise

to cash flows that are solely payments of principal & interest
(SPPI) on the outstanding principal amount. Income (interest)
on financial assets measured at Amortized Cost is recognized in
the profit or loss for the period under Investment Income. The
company does not hold any asset that meet the above criteria
and has to be measured at Amortized Cost.

Impairment of financial asset carried at amortized cost

If there is objective evidence that an impairment loss on assets
carried at amortized cost has been incurred, the amount of the
impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash
flows (excluding future expected credit losses that have not been
incurred) discounted at the financial asset’s original effective
interest rate. The carrying amount of the asset is reduced and the
loss is recorded in the statement of Profit or Loss.

The Company first assesses whether objective evidence
of impairment exists individually for financial assets that

are individually significant, and individually or collectively
for financial assets that are not individually significant. If it

is determined that no objective evidence of impairment
exists for an individually assessed financial asset, whether
significant or not, the asset is included in a group of financial
assets with similar credit risk characteristics and that group
of financial assets is collectively assessed for impairment.
Assets that are individually assessed for impairment and for
which an impairment loss is, or continues to be, recognized
are not included in a collective assessment of impairment. The
impairment assessment is performed at each reporting date.

If, in a subsequent period, the amount of the impairment

loss decreases and that decrease can be related objectively

to an event occurring after the impairment was recognized,
the previously recognized impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognized in

the statement of profit or loss, to the extent that the carrying
value of the asset does not exceed its amortized cost at the
reversal date. There has been no impairment of financial assets
measured at amortized cost for the reporting period.

B. Financial asset at fair value through other
comprehensive income

Recognition of Financial asset at fair value through other
comprehensive income

The company classifies debt instruments that meet the cash
flow characteristic tests (SPPI) those are not designated at Fair
Value through Profit or Loss (FVTPL) as Financial Assets at Fair
Value through Other Comprehensive Income (FVTOCI) if it is
held with an objective to hold in order to collect contractual
cash flows and sell the financial assets.

Impairment of financial asset at fair value through OCI

If a fair value through OCl financial asset is impaired, an amount
comprising the difference between its costs (net of any principal
repayment and amortization) and its current fair value, less any
impairment loss previously recognized in other comprehensive
income, is transferred from equity to the statement of profit or loss.
Reversals in respect of equity instruments classified as fair value
through OCl are not recognized in the statement of profit or loss.

Reversals of impairment losses on debt instruments classified at
fair value through OCl are reversed through the statement of profit
or loss, if the increase in the fair value of the instruments can be
objectively related to an event occurring after the impairment
losses were recognized in the statement of profit or loss.

C. Financial asset at fair value through profit and loss



Recognition of financial asset at fair value through
profit and loss

Financial assets at fair value through profit or loss include
financial assets held for trading and those designated
upon initial recognition at fair value through profit or
loss. Investments typically bought with the intention to
sell in the near future are classified as held for trading.
Attributable transaction costs are recognized in the
statement of profit or loss as incurred. These investments
are initially recorded at fair value. Subsequent to initial
recognition, they are re-measured at fair value.

Dividend income and gain/loss on disposal of financial
assets measured at FVTPL are recognized in profit or loss
for the period.

The company does not hold any debt instruments that
meet the above criteria and has not designated any of the
equity investments to be measured at FVTPL.

Fair Value of Financial asset

Where the fair values of financial assets and financial
liabilities recorded in the statement of financial position
can be derived from active markets, they are derived from
observable market data. However, if this is not available,
judgment is required to establish fair values.

The financial assets and financial liabilities of the company
are recognized at fair value. Fair value of the financial
assets is determined on the basis of fair value hierarchy.

Determination of fair values of financial assets and
financial liabilities recorded on the statement of financial
position for which there is no observable market price are
determined using a variety of valuation techniques that
include the use of mathematical techniques. The inputs
to these models are derived from observable market data
where possible, but if this is not available, judgment is
required to establish their fair values.

The Company uses the following hierarchy for

determining and disclosing the fair value of financial

instruments by valuation technique:

+ Level 1: Listed/quoted (adjusted) prices in active
markets for identical instruments are available.
The Company measures the fair value of a financial
instrument using active listed/quoted prices or
dealer price quotations and managers buying price.
A financial instrument is regarded as quoted in an
active market if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry
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group, pricing service or regulatory agency and those
prices represent actual and regularly occurring market
transactions on an arm’s length basis.

« Level 2: Other techniques for which all inputs which
have a significant effect on the recorded fair value are
observable, either directly or indirectly. This category
includes instruments valued using; quoted market
prices in active markets for similar instruments;
quoted prices for identical or similar instruments in
markets that are considered less than active; or other
valuation techniques in which all significant inputs are
directly or indirectly observable from market data.

« Level 3: Techniques which use inputs which have
a significant effect on the recorded fair value that
are not based on observable market data. Non-
market observable input means that fair values are
determined, in whole or in part, using a valuation
technique (model) based on assumptions that are
neither supported by prices from observable current
market transactions in the same instrument, nor are
they based on available market data.

D. Other Financial Asset

Financial Asset other than financial asset at amortized
cost, financial asset at fair value through other
comprehensive income, financial asset at fair value
through profit & loss and cash & equivalent is categorized
as other financial asset. These assets include accrued
income on bank deposits and loans.

Impairment of Other Financial Asset

Company assesses recoverability of other financial asset
and when it becomes doubtful for the recovery, company
impair these financial assets as bad debt.

De-recognition of financial assets

De-recognition is the removal of a previously recognized
financial asset (or financial liability) from an entity’s
statement of financial position. In general, NFRS 9 criteria
for de-recognition of a financial asset aim to answer the
question whether an asset has been sold and should be
derecognized or whether an entity obtained a kind of
financing against this asset and simply a financial liability
should be recognized.

De-recognition criteria in NFRS 9 should be appliedto a

part of an asset if, and only if, the part being considered for

de-recognition meets one of the following three conditions:

1. The part comprises only specifically identified cash
flows from a financial asset or a group of similar
financial assets.
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2. The part comprises only a fully proportionate (pro rata) share of the cash flows from a financial asset or a group of
similar financial assets.
3. The part comprises only a fully proportionate (pro rata) share of specifically identified cash flows from a financial.

2.7. Offsetting of the financial assets and financial liabilities

A financial asset and a financial liability shall be offset and the net amount presented in the statement of financial position

only when an entity:

a. Currently has a legally enforceable right to set off the recognized amounts; and intends either to settle on a net basis,
or to realize the asset and settle the liability simultaneously.

b. Entities are required to offset financial assets and financial liabilities in the balance sheet when the criteria for
setoff are met and to qualify for offsetting, all of the counterparties to the contract must currently have a legally
enforceable right of setoff.

2.8. Trade and Other Receivables

Trade and Other Receivables

Particularsk | AsonAshad 32,2079 (July 16,2022) | As on Ashad 31,2078 (July 15, 2021)

Nepal Electricity Authority (NEA) 67,558,867 78,256,103
Insurance Claim Receivable 33,974,000 -
101,532,867 78,256,103

2.9. Cash and Cash Equivalents
Cash and cash equivalent in the statement of financial position comprise cash at banks and in hand and short-term deposits
with a maturity of three months or less, which are subject to an insignificant risk of changes in value net of any provision.

Cash & Cash Equivalents

M As on Ashad 32, 2079 (July 16,2022) | Ason Ashad 31, 2078 (July 15, 2021)

Cash in Hand (As Certified by the Management) 27,012 2,668

Balances with Banks:

a. In Commercial Banks 3,123,158 1,603,638

b. In Development Banks - -

3,150,171 1,606,306

2.10. Other Non-Financial Asset
Assets other than financial assets have been classified as non-financial assets. Broad headings under this classification
include Advances and Prepaid Expenses.

Advance & Deposits

m As on Ashad 32, 2079 (July 16, 2022) As on Ashad 31, 2078 (July 15, 2021)

Advance to Consultant & Contractors 120,421 120,421
Advance to Land Owner for Land Purchase 3,207,444 2,438,444
MVHPL-Advance to Sundry Creditors 50,000 50,000
Advance to Material Supplier 224,624 224,624
Advance to Related Persons & Organizations 1,250,000 -
MVHPL-Prepaid Exp 5,729,501 4,369,017
Other Advances 223,579 223,579
Deposits & Margins 1,758,248 1,758,248
Cash margin 41,590 178,159

12,605,406 9,362,491
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2.11. Share Capital

Financial instruments issued are classified as equity when there is no contractual obligation to transfer cash, other
financial assets or issue a variable number of own equity instruments. Incremental costs directly attributable to the issue
of equity instruments are shown in equity as a deduction from the proceeds.

The issue expenses for the issue charged in the year of issue and through the impact from past of the institution’s equity
the amount has not been adjust with the share capital and the intuition considered the impact to be immaterial.

Equity Share Capital

[Particulars | AsonAshad32,2079Uuly16,2022) | Ason Ashad 31,2078 (uly 15,2021)

Authorized Share Capital 1,950,000,000 1,950,000,000
19,500,000 Equity Share of Rs.100.00 each
Issued Share Capital 1,100,000,000 1,100,000,000
11,000,000 Equity Share of Rs.100.00 each
Subscribed and Called Up Share Capital 1,100,000,000 1,100,000,000
11,000,000 Equity Share of Rs.100.00 each
Paid Up Share Capital 1,100,000,000 1,100,000,000

11,000,000 Equity Share of Rs.100.00 each

1,100,000,000 1,100,000,000

2.12. Other Equity
Retained Earnings: Earning made during the current and previous years not distributed has been credited to this reserve.

Retained Earnings

[ Particulars | AsonAshad 32,2079 July 16,2022) | As on Ashad 31,2078 (July 15, 2021)

Adjusted Retained Earning (125,879,295) (199,204,869)
Other Equity (42,413) (42,413)
Profit & Loss of the year (47,829,128) 191,610

(173,750,836) (199,055,672)

2.13. Financial Liability
A Financial Liability is any liability that is:

1. Contractual obligation:

i.  Todeliver cash or another financial asset to another entity.

ii. Toexchange financial assets or financial liabilities with another entity under conditions that are potentially
unfavorable to entity.

2. A contract that will or may be settled in the entity’s own equity instrument and is:

i. A non-derivative for which the entity is or may be obliged to deliver a variable number of the entity’s own equity
instruments or

ii. Aderivative that will or may be settled other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of the entity’s own equity instrument

Any Other Asset Other than Financial Liability are Non-Financial Liability

2.13.1 Medium and Long Term Loans (Borrowings)
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Medium and Long Term Loans

particulars | AsonAshad 32,2079 Uuly16,2022) | Ason Ashad 31,2078 (uly 15,2021)

A. Secured Medium and Long Term Loan

(Secured against mortgaged of immovable
properties and charge / hypothecation of the entire
current and future fixed assets and current assets)

MVHPL-Consortium Term Loan - UMHEP 942,164,039 1,032,653,709
MVHPL-Consortium Term Loan - UM C HEP 585,299,178 596,680,612
Total Secured Loans 1,527,463,217 1,629,334,322

B. Unsecured Loan - -

Total Unsecured Loans - -
Grand Total 1,527,463,217 1,629,334,322

2.13.2 Retirement Benefits
Company applies NAS-19 Employee Benefits for accounting most of the components of staff cost.

« Current employee benefits costs
Short-term employee benefits, such as salaries, paid absences, performance-based cash rewards and social security
costs are recognized over the period in which the employees provide the related services.

« Post-Employment benefits
The company operates a number of post-employment benefit plans. These plans include both defined benefit and
defined contribution plans.

« Defined contribution plan
Payments to defined contribution plans where the company’s obligations are equivalent to a contribution by
employees to the defined contribution plan. These are charged as an expense as the employees render service. The
company operates provident fund scheme and gratuity under Defined contribution plan. A percentage of basic pay
is paid on monthly basis to the plan. The company has no further obligation to pay after such contribution even if the
plan assets may not be sufficient to pay out to the employees.

« Defined benefit plan
The defined benefit plan includes leave payment at the time of retirement. The present value of defined benefit
obligations is calculated at the reporting date by the actuaries. The net charge to the profit and loss comprises the
service costs and the net interest on the net defined benefit liability and is presented under employee cost.

Retirement Benefit Obligation

[Particulars | AsonAshad32,2079(uly16,2022) | Ason Ashad 31,2078 (uly 15,2021

Gratuity Payable - 10,645
Provident Fund Payable - 13,027
- 23,672

2.13.2 Deferred Tax

Deferred tax is provided using the liability method on temporary differences at the reporting date between the tax bases

of assets and liabilities and their carrying amounts for financial reporting purposes. Deferred tax liabilities are recognized

for all taxable temporary differences, except;

a.  When the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a transaction
that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss.
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b. Inrespect of taxable temporary differences associated with investments in subsidiaries, associates and interests in
joint ventures, where the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future.

Deferred Tax Assets and Deferred Tax liabilities

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilized except where the
deferred tax asset relating to the deductible temporary difference arises from the initial recognition of an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit
nor taxable profit or loss.

Carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilized.
Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the extent that it has
become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is
realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
reporting date.

Deferred tax relating to items recognized outside the statement of profit or loss is recognized outside statement of profit
or loss. Deferred tax items are recognized in correlation to the underlying transaction either in other comprehensive
income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set-off current tax assets
against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.

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. Company have DTL Rs. 73,133,964/= upto previous year
2077-78.The company has decided to reverse DTL amount from retained earnings.

Deferred Dax Assets/Liabilities
Couricurs | Ason Adhad 22,207 Unly 16,3022) | Ason shad31, 2078 Uy 15,2021 |
Deferred Tax Asset - -
Deferred Tax (Liabilities) - 73,133,964
- 73,133,964

2.14. Trade and Other Payables

Trade and Other Payables

m As on Ashad 32, 2079 (July 16, 2022) As on Ashad 31, 2078 (July 15, 2021)

A.Trade and Other Payable

Financial Liabilities

MVHPL-Sundry Creditors 1,507,705 6,141,201
Audit Fee Payable 144,950 144,950
Liabilities to Employee 23,385 5,264
Other Miscellaneous Payables 3,210,226 1,089,080
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As on Ashad 31,2078 (July 15, 2021)

Payable to Staff 299,943 402,276
Citizen Investment Trust Payable (CIT) 68,100 397,380
Interest Payable 17,506,966 15,807,881
Rent & Other Payable 5,520,000 4,140,000
Liabilities to Board Directors & Members 25,147,881 52,574,851
Retention Money Payable - 5,358,942
Social Security Fund Payable 238,277 244,761
Wages Payable 117,678 68,178
Salary Payable 1,281,988 1,454,680
Consulting Fees Payable 211,951 213,076
Payables to Consultants & Contractors 2,380,405 20,120,414
Other advance - 20,000,000
Agency Fees Payable 2,364,300 2,496,070
60,025,755 130,659,005

Other Non-Financial Liabilities
TDS Payable 2,376,876 7,037,851
62,402,631 137,696,856

2.15. Short Term Loans (Borrowings)

Short Term Loans

articulars | AsonAshad32,2079(uly16,2022) | Ason Ashad 31,2078 (uly 15,2021

Financial Liabilities

Nabil Bank Ltd. Current 010101 7500 819 -OD 36,851,812 14,798,600
PMHPL - Short Term Loan - 196,000,000
Working Capital Loan - 19,952,880
36,851,812 230,751,480

Non Financial Liabilities
Loan from Shareholder 396,000,000 196,000,000
432,851,812 26,751,480

2.16. Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event,
and 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. Where the Company expects some or all of a provision to
be reimbursed, the reimbursement is recognized as a separate asset but only when the reimbursement is virtually certain.
Expense relating to any provision is presented in the statement of profit or loss net of any reimbursement.

If the effect of the time value of money is material, provisions are discounting using a current pre-tax rate that reflects,
where appropriate, the risks specific to the liability. Where discounting is used, the increase in provision due to the

passage of time is recognized as a finance cost.
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Provision
[Particwlars | AsonAshad32,20790uly16,2022)| Ason Ashad31,2078 Uuly15, 2021
Provision for Bonus - 267,198

Provision for Expense - -
- 267,198

2.17. Current Tax Assets and Current Tax Liabilities
Current tax assets of the company include the amount of advance income tax paid to the Inland Revenue department.
Similarly, current tax liabilities include income tax provision made for the year.

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

Current tax assets and current tax liabilities are shown in net in statement of financial position of the company as there
exist condition to set off both of the assets and liabilities as permitted by NAS 12.

Current Tax Assets /(Liabilities)

particulars | AsonAshad32,2079Uuly16,2022) |  Ason Ashad 31,2078 (uly 15,2021)

Advance tax 264,049 264,048
Provision for tax 377,214 551,271
(113,165) (287,223)

2.18. Revenue Recognition Policy
The Company applies NAS 18 for recognition of revenue. Revenue includes income from sale of goods, for providing
services, interest, royalty and dividend. Revenue is recognized when right to receive is established, amount quantified and
it is almost curtained that the amount(s) is received or will be received.
i.  Sale of Electricity
The revenue from the sale of electricity includes the income received from Nepal Electricity Authority for the sale
energy produced from the hydropower projects.
ii. Rental Income from Transmission Line
The rental income is from the rental received from the renting of transmission line of PMHPL to another party.

Revenue

Cparicurs | Nearndc Ashad 23,207 uly 16,2022 | Ve ened Ashad 31, 2078 Unly 15,2021 |
Electricity Sale to NEA -UMHEP 160,510,231 205,607,300
Electricity Sale to NEA -UMCHEP 215,371,962 141,948,605

375,882,193 347,555,905
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Revenue from Upper Mai Hydroelectric Project

FY 2078-79 FY 2077-78
Invoice as LOP Claim Total Sales Invoice as LOP Claim Total Sales
per PPA Received from per PPA | Received from
Insurance Insurance
Sharwan 35,500,403 35,500,403 Sharwan 35,890,701 35,890,701
Bhadra 32,541,148 32,541,148 Bhadra 33,584,182 33,584,182
Ashwin 32,655,441 32,655,441 Ashwin 12,471,789 12,471,789
Kartik 9,516,942 9,516,942 Kartik - -
Mangsir 989,933 25,000,000 25,989,933 Mangsir -
Poush 19,205,007 19,205,007 Poush - -
Magh 13,972,442 13,972,442 Magh - -
Falgun 9,903,643 9,903,643 Falgun - -
Chaitra 8,396,495 8,396,495 Chaitra - 77,732,494 77,732,494
Baisakh 7,373,821 7,373,821 Baisakh 973,268 973,268
Jestha 12,558,410 12,558,410 Jestha 10,217,667 10,217,667
Ashar 27,958,275 27,958,275 Ashar 34,737,200 34,737,200
Total 210,571,962 25,000,000 235,571,962 Total 127,874,807 77,732,494 205,607,300
Revenue from Upper Mai Cascade Hydroelectric Project
FY 2078-79 FY 2077-78
Invoice as LOP Claim Total Sales Invoiceas | LOP Claim | Total Sales
per PPA | Received from per PPA Received
Insurance from
Sharwan 19,736,146 19,736,146 Insurance
Bhadra 19,199,246 19,199,246 Sharwan 19,244,699 19,244,699
Ashwin 19,199,246 19,199,246 Bhadra 18,118,340 18,118,340
Kartik 6,017,740 6,017,740 Ashwin 17,649,892 17,649,892
Mangsir - 4,800,000 4,800,000 Kartik 15,537,714 15,537,714
Poush 13,815,982 13,815,982 Mangsir 8,895,935 8,895,935
Magh 10,613,075 10,613,075 Poush 10,890,573 10,890,573
Falgun 7,563,508 7,563,508
9 Magh 8,559,743 8,559,743
Chaitra 7,434,940 7,434,940
Falgun 6,763,315 6,763,315
Baisakh 4,893,635 4,893,635 :
Chaitra 5,554,465 5,554,465
Jestha 8,807,474 8,807,474
Baisakh 3,924,880 3,924,880
Ashar 18,229,240 18,229,240
Total 135,510,231 4,800,000 140,310,231 Jestha 7,980,438 7,980,438
GrandTotal 346,082,193 29,800,000 375,882,193 Ashar 18,828,612 18,828,612
Total 141,948,605 - 141,948,605
GrandTotal 269,823,412 77,732,494 347,555,905
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2.19. Operating expenses

An operating expense is an expense a business incurs through its normal business operations. An operating expense is
an ongoing cost for running a business. Any cost that are directly attributed to purchase, generations and transmission of
electricity are operating expenses.

Operating Expenses

Year ended Ashad 32, | Year ended Ashad 31, 2078
2079 (July 16, 2022) (July 15, 2021)

Power Plant Expenses-UMHEP

Electricity Purchased From NEA 337,039 133,236
Royalties 5,411,269 3,750,603
Fine and Penalties - 336,344
Power Plant Operation and Maintenance 1,432,785 1,193,835
Power Plant Expenses-UMHEP
Electricity Purchased From NEA 164,264 34,358
Royalties 3,320,205 3,448,972
Power Plant Operation and Maintenance 1,065,797 595,228
11,731,359 9,492,576

2.20. Employee Benefits

Short-term employee benefits

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

Employee Benefit Expenses

m Year ended Ashad 32, 2079 (July 16,2022) | Year ended Ashad 31, 2078 (July 15, 2021)

Salary 1,881,600 1,761,400
Allowance 1,137,400 1,052,767
Paid in Lue of Leave 1,178,283 852,178
Daily Wages 600,000 54,402
Overtime 1,160,955 689,444
Insurance 79,621 123,084
Social Security Fund Expenses 376,320 335,580
Dashain Allowance 730,175 821,359
UMHEP Staff Salary and allowances 6,163,587 7,305,892
UMHEP Staff Social Security Fund Expenses 764,123 908,392
UMCHEP Staff salary and allowances 5,566,625 5,760,435
UMCHEP Staff Social Security Fund Expenses 690,123 724,687

20,328,812 20,389,620
Bonus - 267,198

20,328,812 20,656,818
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2.21. Administrative Expenses

m Year ended Ashad 32, 2079 (July 16, 2022) | Year ended Ashad 31,2078 (July 15, 2021)

UMHEP Administrative Expenses

Office Overhead 828,795 1,151,235
Vehicle Operation & Maintenance 257,568 273,254
Insurance 5,569,150 4,576,070
Power Plant Repair & Maintenance 5,759,094 44,447
Environmental, Community & Mitigation 1,406,250 -
Bank Commission & Charges 1,486,351 1,607,973
Other Miscellaneous Expenses - 5,520
Penal Charges 108,413 3,087
Transportation Charge - 6,413
UMCHEP Administrative Expenses

Office Overhead 513,649 642,768
Vehicle Operation & Maintenance 127,184 128,771
Insurance 2,801,943 2,047,395
Power Plant Repair & Maintenance 5,332,756 66,129
Environmental, Community & Mitigation 378,125 -
Bank Commission & Charges 877,949 888,097
Other Miscellaneous Expenses - 2,760
Penal Charges 3,766 -
Other Administrative Expenses

Rent 1,080,000 1,080,000
Electricity and Water - -
House Keeping 480,000 480,000
Office Supplies, Equipment & Tools - 35,150
Administrative Expenses 346,802 -
Repair & Maintenance 16,000 20,194
Stationery, Printing, copy & Binding Exp 81,152 49,867
Communication Related Exp 145,423 159,076
Advertisement, Publicity & Notice Exp 77,859 78,512
Office Meeting Exp 72,500 22,500
Gift & Donation 30,000 19,050
Membership & Renewal Fee & Exp 589,850 368,750
TADA & Travelling Exp 215,750 155,760
Transportation (Local Conveyance) & taxes 161,182 20,145
Guest Entertainment Exp 269,928 135,469
Consultancy Fee & Others 316,950 339,550
Bank Charges Mgt Fee & Other Charges 20,047 402,138
Fines and Penalties 188,496 480,304
Vehicle- Fuel & Lubricant 89,862 44,068
Vehicle-Repair & Maintenance 13,750 -
Vehicle-Insurance Exp 12,064 -
Audit Fee & Exp 235,340 146,900
Board Meeting fee & exp 206,500 252,000
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Particulars [ Yearended Ashad 32,2079 (July 16, 2022) | Year ended Ashad 31,2078 (July 15, 2021)

AGM Expenses 439,564 -
Miscellaneous fee & Exp 770 5,500
Bills Purchase - 205,981
30,540,781 15,944,834

Note:

UMCHEP and UMHEP Administrative Expenses includes electricity transmission line Repair & Maintenance expense
incurred on temporary structure made to transmit the power from plant during the financial year 2078-79. Therefore, all
such expenses were charged to profit & loss account.

2.22. OtherIncome

Other Income

m Year ended Ashad 32, 2079 (July 16, 2022) | Year ended Ashad 31,2078 (July 15, 2021)

Rental Income from Transmission Line 1,508,854 1,508,854

Interest Income - -

Profit/loss on sale of fixed asset - 696,231
1,508,854 2,205,085

2.23. Financial Expenses

m Year ended Ashad 32, 2079 (July 16,2022) | Year ended Ashad 31,2078 (July 15, 2021)

Interest on Long Term Loan-UMHEP 86,610,758 87,586,136
Interest on Working Capital Loan-UMHEP 2,070,970 1,531,927
Interest on Long Term Loan-UMCHEP 52,059,385 48,588,928
Interest on Short term loan 38,487,354 35,946,657

179,228,467 173,653,648

2.24. Loss on Insurance Claim
Loss on insurance claim due to the total expenses of Tunnel damage repair of Upper Mai HEP and Transmission Tower
damage of both projects not covered by insurance.

Upper Mai HEP Tunnel Damage

mm Total WIP (Claim to Insurance) | Amount Received from Insurance Loss on Insurance Claim

WIP-Civil Underground 59,670,747 35,233,930 24,436,817
Tunnel
2 WIP-Main Civil Surface 48,738,347 28,778,650 19,959,697
3 WIP-Hydromechanical 37,514,334 22,151,180 15,363,154
Gates & Pipe
Total 145,923,430 86,163,760 59,759,669

Transmission Tower (T26) Damage

m Expenses Claim to Insurance Amount Received from Insurance Loss on Insurance Claim

Upper Mai HEP 6,902,616 2,782,817.98 4,119,798.47
Upper Mai Cascade HEP 3,450,745 1,391,182.02 2,059,563.22
Total 10,353,361 4,174,000.00 6,179,361.69
Grand Total 156,276,792.14 90,337,760.87 65,939,031.27

ANNUAL REPORT 2078-079 41



PANCHAKANYA MAI HYDROPOWER LIMITED

42

2.25. Leases

The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of the
arrangement at the inception date and requires an assessment of whether the fulfilment of the arrangement is dependent
on the use of a specific asset (or assets) and the arrangement conveys a right to use the asset (or assets), even if that asset
is (or those assets are) not explicitly specified in an arrangement.

PMHL as a lessee
A lease is classified at the inception date as a finance lease or an operating lease. Leases that do not transfer substantially
all of the risks and rewards of ownership of an asset to the Company are classified as operating leases.

Operating lease payments are recognized as an expense in the statement of profit or loss on a straight-line basis over the
lease term.

2.26. Segment Reporting

NFRS 8 —‘Operating Segments' requires particular classes of entities (essentially those with publicly traded securities)
to disclose information about their operating segments, products and services, the geographical areas in which they
operate, and their major customers.

The Company has only one segment in respect of geography and services viz. “Generation of Electricity and Sale of
Electricity” Hence the company does not have any reportable segments as per NFRS 8 “Operating Segments”

2.27. Significant Accounting Judgments, Estimates and Assumptions

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

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

3. Earnings Per Share
Earnings per Share is calculated using the earnings attributable to equity shareholders for the period divided by the
number of weighted average number of shares as required under NAS 33 Earnings per share.

Earnings Per Share

Year ended Ashad 32, 2079 Year ended Ashad 31, 2077
(July 16, 2022) (July 16, 2020)

Earning attributable to equity shareholders (47,829,127.85) 191,609.91
Weighted average number of shares for the period 11,000,000.00 11,000,000.00
Weighted average number of shares for the period (dilutive) 11,000,000.00 11,000,000.00
Basic Earnings per share (NPR) (4.35) 0.02
Diluted Earnings per share (NPR) (4.35) 0.02
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4, Distribution to Equity Share Holder
There is no any distribution to equity shareholders

Distributable to Equity shareholders

Particulars | Yearended Ashad 32,2079 July 16,2022) |  Year ended Ashad 31,2077 (July 16, 2020)

Cash dividend Paid - -

Bonus Shares Proposed - -

Bonus Share issue - -
% of Dividend to Shareholder - -

5. Related Party Disclosure

Parties are considered to be related if one party has the ability to control the other party or exercise significant influence
over the other party in making financial or operation decision or one other party controls both. The definition includes
subsidiaries, associates, directors, key management personnel and employee’s retirement benefit fund.

Identification of Related Parties
A related party is a person or entity that is related to the entity that is preparing its financial statements

A person or a close member of that person’s family is related to a reporting entity if that person:

i.  has control or joint control of the reporting entity

ii. hassignificant influence over the reporting entity or

iii. is a member of the key management personnel of the reporting entity or of a parent of the reporting entity.

An entity is related to a reporting entity if any of the following conditions applies:

i.  The entity and the reporting entity are members of the same group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

ii.  One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a group
of which the other entity is a member).

iii. Both entities are joint ventures of the same third party.

iv. One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

v. The entity is a post-employment benefit plan for the benefit of employees of either the reporting entity or an entity
related to the reporting entity. If the reporting entity is itself such a plan, the sponsoring employers are also related
to the reporting entity.

vi. The entity is controlled or jointly controlled by a person identified in (a).

vii. A person identified in (a)(i) has significant influence over the entity or is a member of the key management personnel
of the entity (or of a parent of the entity).

The Company Identifies the following as the related parties under the requirement of NAS 24 Key Managerial
Personnel

Prem Bahadur Shrestha (Chairman)

Dhurba Kumar Shrestha (Director)

Udeep Shrestha (Executive Director)

Nitisha Shrestha (Director)

Tika Ram Niroula (Public Director)

Transaction with Related Parties
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Transaction With Related Parties 2078/79

Prem Bahadur Shrestha 54,000.00 31,987,200.00 32,041,200.00
Dhurba Kumar Shrestha 45,000.00 45,000.00
Udeep Shrestha 45,000.00 45,000.00
Nitisha Shrestha 17,500.00 17,500.00
Tika Ram Niroula 45,000.00 45,000.00
Total 206,500.00 31,987,200.00 32,193,700.00

Previous Year: 2077/78

(oovamember | estnglowance| et o
Prem Bahadur Shrestha 72,000.00 30,918,904.00 30,990,904.00
Dhurba Kumar Shrestha 60,000.00 60,000.00
Udeep Shrestha 60,000.00 - 60,000.00
Tika Ram Niroula 60,000.00 - 60,000.00
Total 252,000.00 30,918,904.00 31,170,904.00

Loans from Related Parties (KMP) 2078/79

Board Member 2078-79 2077-78

Prem Bahadur Shrestha 396,000,000.00 196,000,000.0
Total 396,000,000.00 196,000,000.00

6. FairValue Measurement of Financial Instrument
In accordance with NFRS 13 fair Value Measurement, the company categories instruments carried on the reporting sheet
at fair value using a three-level hierarchy.

Determination of fair value hierarchy

For all financial instruments where fair values are determined by referring to externally quoted prices or observable
pricing inputs to models, independent price determination or validation is obtained. In an inactive market, direct
observation of a traded price may not be possible. In these circumstances, the institution uses alternative market
information to validate the financial instrument’s fair value, with greater weight given to information that is considered to
be more relevant and reliable.

Fair values of financial assets and liabilities are determined according to the following hierarchy:

Level 1 - Valuation technique using quoted market price: financial instruments with quoted prices for identical
instruments in active markets that the group can access at the measurement date.

Level 2 - valuation technique using observable inputs: financial instruments with quoted prices for similar instruments in
active markets or quoted prices for identical or similar instruments in inactive markets and financial instruments
valued using models where all significant inputs are observable. For the listed securities where the bank holds
promoter shares which are priced and traded differently in the market than ordinary shares the bank has
considered the valuation of similar promoter’s shares traded in the market which approximates to 50% of the
price that the ordinary shares are traded.

Level 3 - valuation technique with significant unobservable inputs: financial instruments valued using valuation
techniques where one or more significant inputs are unobservable. Where market prices are not available then
the bank considers the carrying value and future cash flows from the financial instruments.
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7. Contingent Liabilities and Commitment

Contingent liabilities: Where the institution undertake to make a payment on behalf of its customers for guarantees
issued, such as for performance bonds or as irrevocable letters of credit as part of the institution's transaction instituting
business for which an obligation to make a payment has not arisen at the reporting date, those are included in these
financial statement as contingent liabilities.

Other contingent liabilities primarily include revocable letters of credit and bonds issued on behalf of customers to
customs, for bids or offers.

Commitments: Where the institution has confirmed its intention to provide funds to a customer or on behalf of a customer
in the form of loans, overdrafts, future guarantees, whether cancellable or not, or letters of credit and the institution has not
made payments at the reporting date, those instruments are included in this financial statement as commitments.

8. Events after Reporting Date

The company follows NAS 10 Events After Reporting Period for accounting and report for the events that occur after the
reporting period. Classifies those events as adjusting and non- adjusting no circumstances have arisen since the reporting
date which would require adjustments to or disclosure in the financial statements.

mm Claim Date Received Date Received Amount from Insurance

LOP Claim- Upper Mai HEP 2078.12.30 2079.04.15 25,000,000.00
2 LOP Claim- Upper Mai Cascade HEP 2078.12.30 2079.08.01 4,800,000.00
3 Property Claim 2078.07.12 2079.04.15 4,174,000.00
Total 33,974,000.00
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INDEPENDENT AUDITOR’S REPORT
To The Shareholder of The Panchakanaya Mai Hydropower Ltd

Opinion

We have audited the financial statements of The Panchakanaya Mai Hydropower Ltd. (the “Company”) for the year ended
Financial Year 2079/80 (corresponding to Financial Year 2022/23) which comprise the Statement of Financial Position as
at Ashadh 31 2080, (corresponding to Financial Year July 16, 2023), Statement of Profit and Loss, Statement of Changes in
Equity and 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
Panchakanaya Mai Hydropower Ltd. as at Ashadh 31, 2080, and (of) its financial performance and its cash flows for the
year then ended in accordance with Nepal Accounting Standards (NASs).

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 Panchakanaya Mai Hydropower Ltd. in accordance with the ICAN Handbook of Code
of Ethics for Professional Accountants (the Code) together with the ethical requirements that are relevant to our audit

of the financial statements in Nepal, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Emphasis of Matters

We draw attention to Note 3.22 and 6 in the financial statements, which indicate that the company has obtained the short
term loan from its director for which management has given commitment to get the approval of above transaction from
the coming annual general meeting as per section 93 of Companies Act 2063. Our opinion is not modified in respect of
this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, 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 opinion thereon, and we do not provide a separate opinion on these matters.

We have determined that there are no key audit matters to communicate in our report.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with NASs
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.

Those charged with governance are responsible for overseeing the Panchakanaya Mai Hydropower Ltd’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 skepticism
throughout the audit. We also:
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« 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.

«  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
Panchakanaya Mai Hydropower Ltd’s internal control.

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

«  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 Joint venture’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.

«  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

As per Companies Act 2063, based on our audit carried out on sampling basis, we report that, in our opinion:

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

2. Proper books of accounts as required by law have been kept by the company as far as appears from out examination
of such books

3. Statement of Financial Position as at Ashad 32. 2080 (corresponding to July 16, 2023), the statement of profit and loss
and statement of changes in Equity and Statement of Cash flow for the year then ended are in agreement with the
books of accounts maintained by the company

4. The business of the company has been conducted satisfactorily and

5. To the best of our knowledge and in accordance with explanations 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, representative or any employee of the company has acted contrary to the provision of law or committed
any misappropriation or caused loss or damage to the company deliberately.

CA Gaurav Khwaunju Shrestha
G.Khwaunju & Associates

Putalisadak, Kathmandu, Nepal

Date : 15.12.23023

UDIN Number: 231215CA00745AtSET
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PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF FINANCIAL POSITION

As at Ashad 31,2080 (July 16,2023) (Amount in NRs)

mm Year ended Ashad 31, 2080 (July 16, 2023) | Year ended Ashad 32, 2079 (July 16, 2022)

ASSETS

Non-current assets

Property, Plant and Equipment  3.12 2,153,988 1,694,635
Intangible Assets 3.13 2,724,647,057 2,831,048,212
Total non-current assets 2,726,801,046 2,832,742,847
Current Assets

Inventories 3.14 25,418,165 22,251,861
Financial assets

Trade & Other Receivables 3.15 66,678,319 101,532,867
Cash and Cash Equivalents 2.16 3,001,907 3,150,171
Other Non- Financial Assets

Advances & Deposit 3.17 10,376,157 12,605,406
Current Tax Asset - -
Total current assets 105,474,549 139,540,304
Total 2,832,275,594 2,972,283,151
EQUITY AND LIABILITIES

Equity

Equity Share Capital 3.18 1,100,000,000 1,100,000,000
Retained Earnings 3.19 (186,038,304) (173,750,836)
Total equity 913,961,696 926,249,164
Liabilities

Non- Current Liabilities

Financial liabilities

Borrowings 3.20 1,421,941,978 1,527,463,217
Non-Financial Liabilities

Deffered Income 21,694,309 23,203,163
Total non-current liabilities 1,443,636,287 1,550,666,380

Current liabilities

Financial liabilities

Trade and Other payables 3.21 73,904,574 60,025,755
Short Term Borrowings 3.22 398,452,880 432,851,812
Non-financial liabilities

Other Non-Financial Liabilities  3.21 2,320,158 2,376,876
Current Tax Liablities 3.23 - 113,164
Total Current Liabilities 474,677,611 495,367,607
Total liabilities 1,918,313,899 2,046,033,986
Total 2,832,275,594 2,972,283,151

As per our attached report of even date

G. Khwaunju & Associates

Chairman Executive Director .
Prem Bahadur Shrestha Udeep Shrestha CA. Gaurav Khwaunju Shrestha
Charted Accountants
Director Director Director Finance Head
Dhurba Kumar Shrestha Nitisha Shrestha Tikaram Niroula Omkar Shrestha

Place: Kathmandu
Date: Mangsir 22, 2080
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PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF PROFIT AND LOSS

For the period ended 31 Ashad, 2080 (July 16, 2023)

(Amount in NRs)

Year ended Ashad 31,2080 | Year ended Ashad 32, 2079
(July 16, 2023) (July 16, 2022)

Income

Revenue from Sale of Electricity 3.24 373,889,824 375,882,193
Operating Expenses 3.25 (44,200,846) (51,374,835)
Gross Profit 329,688,978 324,507,358
Employee Benefit Expenses 3.26 (4,462,069) (3,659,849)
Administrative Expenses 3.27 (4,418,740) (5,201,968)
Depreciation and Amortization Expenses 3.12&3.13 (117,191,515) (117,074,511)
Operating Profit/ (Loss) 203,616,653 198,571,030
Other Income 3.28 1,508,854 1,508,854
Financial Expenses 3.29 (217,494,532) (181,592,767)
Loss on Insurance Claim - (65,939,031)
Profit/(Loss) Before Tax (12,369,025) (47,451,914)
Tax Expense:

Current Tax 3.23 377,214 377,214
Profit/(loss) for the period (12,746,238) (47,829,127)
Basic and Diluted Earnings Per Share (EPS) (1.16) (4.35)

Summary of significant accounting policies and notes to account For & on behalf of the board

As per our attached report of even date

G. Khwaunju & Associates

Chairman Executive Director .
Prem Bahadur Shrestha Udeep Shrestha CA. Gaurav Khwaunju Shrestha
Charted Accountants
Director Director Director Finance Head
Dhurba Kumar Shrestha Nitisha Shrestha Tikaram Niroula Omkar Shrestha

Place: Kathmandu
Date: Mangsir 22, 2080
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PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF OTHER COMPREHENSIVE INCOME

for the year Ashad 31, 2080 (July 16, 2023) (Amounts in NRs)
u I

Year ended Year ended

Ashad 31,2080 | Ashad 32,2079
(July 16,2023) | (July 16,2022)

Profit/(loss) for the period (12,746,238) (47,829,127)

Other comprehensive income (OCl)

Fair Value Gain/Loss on investment through other comprehensive income - -

Fair Value Gain/Loss on Acturial Valuation - -

Other items that will not be reclassified to statement of profit or loss - -

Other comprehensive income (OCI) for the period, net of tax - -

Total comprehensive income for the period, net of tax (12,746,238) (47,829,127)

The accompanying notes are an integral part of the financial statements.
For and behalf of the Board of Directors

As per our attached report of even date

G. Khwaunju & Associates

Chairman Executive Director .
Prem Bahadur Shrestha Udeep Shrestha CA. Gaurav Khwaunju Shrestha
Charted Accountants
Director Director Director Finance Head
Dhurba Kumar Shrestha Nitisha Shrestha Tikaram Niroula Omkar Shrestha

Place: Kathmandu
Date: Mangsir 22, 2080
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PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF CASH FLOW

for the year ended Ashad 31, 2080 (July 16, 2023) )
(Amounts in NRs)

Year ended Ashad 31, 2080 Year ended Ashad 32, 2079
(July 16, 2023) (July 16, 2022)

A.CASH FLOW FROM OPERATING ACTIVITIES

Profit before tax (12,369,025) (47,451,914)
Non-cash adjustments

Depreciation 117,191,515 117,074,511
Bank Interest 217,494,532 181,592,767
Provision for Bonus - (267,198)
Rental Income From Transmission Line (1,508,854) (1,508,854)
(Profit)/loss on Sale of Assets 320,808,168 249,439,311
Operating Profits before working capital changes 247,075,011 301,728,875

Movement in Working Capital

Decrease/(Increase) in current assets

Decrease/(Increase) in Trade Receivables-Current 34,854,547 (23,276,763)
Decrease/(Increase) in Advance & Deposit 2,229,249 (3,242,915)
Decrease/(Increase) in Inventory (3,166,305) (545,015)
(Decrease)/increase in current liabilities

Increase / (Decrease) in Trade Payables-Current 13,878,818 (70,633,250)
Increase / (Decrease) in Retirement Benefit-Non-Current - (23,672)
Increase / (Decrease) in Deferred Income Non-Current - -
Increase / (Decrease) in Other Non-financial Liabilities-Current (56,718) (4,660,975)
Cash generated from Operations 47,739,592 (102,382,591)
Net Cash from Operating Activities 144,692,421 347,430,615
B. CASH FLOW FROM INVESTING ACTIVITIES

Purchase of Property, Plant and Equipment (10,790,944) (13,233,777)
Capital WIP - 145,635,732
Sale of Property, Plant and Equipment - -
Net Cash used in Investing Activities (10,790,944) 132,401,955
C. CASH FLOW FROM FINANCING ACTIVITIES

Income Tax Paid (490,378) (551,273)
Interest Paid (217,494,532) (181,592,767)
Increase/(Decrease) in Short Term Loans (34,398,932) 6,100,332
Increase/(Decrease) in Medium & Long Term Loans (105,521,239) (101,871,105)
Net Cash from Financing Activities (357,905,080) (277,914,812)
Net Increase in Cash & Cash Equivalents (A+B+C) (148,264) 1,543,864
Cash and Cash Equivalents at the beginning of the year 3,150,170 1,606,306
Cash and Cash Equivalents at the end of the year 3,001,906 3,150,170
Components of Cash and Cash Equivalents

Cash 47,580 27,012
Bank 2,954,327 3,123,158

The accompanying notes are an integral part of the financial statements. For and behalf of the Board of Directors

As per our attached report of even date

G. Khwaunju & Associates

Chairman Executive Director .
Prem Bahadur Shrestha Udeep Shrestha CA. Gaurav Khwaunju Shrestha
Charted Accountants
Director Director Director Finance Head
Dhurba Kumar Shrestha Nitisha Shrestha Tikaram Niroula Omkar Shrestha

Place: Kathmandu
Date: Mangsir 22, 2080
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PANCHAKANYA MAI HYDROPOWER LIMITED
STATEMENT OF CHANGES IN EQUITY

for the year ended Ashad 32, 2079 (July 16, 2022)

(Amounts in NRs)

Particulars Share Capital Retained Total Other Impairment at Total Other | Total Equity
Earnings | Comprehensive | Transition Date Equity
Income (OCI)
Balance as at Shrawan 1,100,000,000 (125,879,295) - (42,413) (125,921,708) 974,078,292
1,2078 (July 17, 2021)
Profit for the year - (47,829,127) - - (47,829,127) (47,829,127)
(77-78)

Depreciation on - - - - - -
Revalued Assets

Interim Dividend paid - - - - - -
during the year

Changes in Reserve - - - - -

Prior Period Adjustment - - -

Previous Year Adjusted - - -
Income

Balance as at Ashad 1,100,000,000 (173,708,423) - (42,413) (173,750,836) 926,249,164
32,2079 (July 16,

2022)

Profit for the year - (12,746,238) - (12,746,238)  (12,746,238)
(78-79)

Depreciation on - - - - - -
Revalued Assets

Dividend paid during - - - . - _
the year

Issue of Share Capital - - - . - _

Share Issue Expenses - - - - - -

Adjustment of 458,770 458,770 458,770
Depreciation

Balance as at Ashad 1,100,000,000 (185,995,891) - (42,413) (186,038,304) 913,961,696
31,2080 (July 16,

2023)

Summary of significant accounting policies and The accompanying notes are an integral part of the financial statements. For and behalf
of the Board of Directors

As per our attached report of even date

For D. Kumar & Associastes

Chairman Director CA. Dipendra Kumar
Prem Bahadur Shrestha Dhurba Kumar Shrestha -oP
Chartered Accountants
Director Director Director Finance Head
Udeep Shrestha Nitisha Shrestha Tikaram Niroula Omkar Shrestha

Place: Kathmandu
Date: Poush 19, 2079
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Significant Accounting Policy/
Notes to the Accounts

1. General Information of Reporting Entity
Panchakanaya Mai Hydropower Ltd. is a public limited
company incorporated in Nepal through registration with
the Office of The Company Registrar on Chaitra 2072 B.S
with the majority shareholding by group with an aim to
develop hydropower projects using appropriate training,
technology transfer and human resources. The company
has successfully commissioned Upper Mai Hydropower
project (12 MW) in Mabu and Upper Mai Cascade
Hydropower Project (6.1 MW) in Sulubung of Sandakpur
Gaunpalika in Illam district within the stipulated time with
its own 132 KV transmission line of approximately 18.5 km
to evacuate the generated power at Godak substation of
Nepal Electricity Authority.

2. Basis of Preparation and Measurement

2.1. Basis of Preparation

The Financial statements of the Company have been
prepared on accrual basis of accounting with Cash Flow
information which is prepared using indirect method.

The Financial Statement comprises the Statement of
Financial Position, Statement of Profit & Loss and Other
Comprehensive Income shown in a separate Statement,
Statement of Changes in Equity, Cash Flow Statement
and Significant Accounting Policies and Notes to Financial
Accounts. The significant accounting policies applied in
the preparation of financial statements are set out below
in point number 3. These policies are consistently applied
to all the years presented, except for the changes in
accounting policies disclosed specifically.

2.2, Statement of Compliance:

The Financial Statement has been prepared in accordance
with Nepal Financial Reporting Standards (NFRS) as
published by the Accounting Standards Board (ASB)-Nepal.
NFRSs conform, in all material respect, to International
Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).

2.3. Reporting Period and approval of Financial
Statements:

The company follows the Nepalese Financial Year based
on the Nepalese Calendar. The company has prepared the
Financial Statements that comply with NFRS applicable for
the period ending on or before 2080/03/31.

PANCHAKANYA MAI HYDROPOWER LIMITED

The accompanied Financial Statements have been
adopted by the Board of Directors on its board meeting
held on 2080-08-22 and have been recommended for
approval by shareholders in the 2079/080 Annual General
Meeting.

2.4. Functional and Presentation Currency:

Functional Currency is the currency of primary economic
environment in which the Company operates. If indicators
of the primary economic environment are mixed, then
management uses its judgement to determine the
Functional Currency that most faithfully represents the
economic effect of the underlying transactions, events
and conditions.

Financial Statements are denominated in Nepalese
Rupees, which is the Functional and Presentation Currency
of the company.

2.5. Critical Accounting Estimates and Judgements:
The preparation of the financial statements in conformity
with Nepal Financial Reporting Standards requires the use
of certain critical accounting estimates and judgments.

It also requires management to exercise judgment in the
process of applying the Company's accounting policies.
The Company makes certain estimates and assumptions
regarding the future events. Estimates and judgments are
continuously evaluated based on historical experience
and other factors, including expectations of future

events that are believed to be reasonable under the
circumstances. Management believes that the estimates
used in the preparation of the financial statements are
prudent and reasonable. Future results could differ from
these estimates. Any revision to accounting estimates is
recognized prospectively in current and future periods.
The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year
primarily includes:

Useful Life and Residual Value of Property, Plant and
Equipment

Management reviews the useful life and residual values

of property, plant and equipment at least once a year.
Such life is dependent upon an assessment of both

the technical life of the assets and also their likely
economic life, based on various internal and external
factors including relative efficiency and operating costs.
Accordingly, depreciable lives are reviewed annually using
the best information available to the Management.
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Impairment of Property Plant and Equipment

At the end of each reporting period, the Company
reviews the carrying amounts of its property, plant and
equipment to determine whether there is any indication
that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the
impairment loss (if any). Recoverable amount is the higher
of fair value less costs to sell and value in use. Value in use
is usually determined on the basis of discounted estimated
future cash flows. This involves management estimates

on anticipated commodity prices, market demand and
supply, economic and regulatory environment, discount
rates and other factors. Any subsequent changes to cash
flow due to changes in the abovementioned factors could
impact the carrying value of assets.

Contingencies

In the normal course of business, contingent liabilities
may arise from litigation and other claims against the
Company. Potential liabilities that are possible but not
probable of crystallizing or are very difficult to quantify
reliably are treated as contingent liabilities. Such liabilities
are disclosed in the notes but are not recognized.

Defined Benefit Plans

The cost of defined benefit plan and other post- employment
benefits and the present value of such obligations are
determined using actuarial valuations. An actuarial valuation
involves making various assumptions that may differ

from actual development in the future. These include the
determination of the discount rate, future salary escalations
and mortality rates etc. Due to the complexities involved

in the valuation and its long-term nature, a defined

benefit obligation is highly sensitive to changes in these
assumptions. Considering the size and functioning of the
company, third party Actuarial Valuation is not made as the
number of staffs working in the Company is limited based on
cost for defined benefits obligation.

2.6. New Standards in issue but not yet effective

As per the guidelines of the Institute of Chartered of
Nepal (ICAN), when International Accounting Standard
Board revises, amends or withdraws International
Accounting Standards, IFRSs, IFRIC or SIC, such revisions,
amendments and withdrawals shall accordingly be
treated as effected with immediate revision, amendment
and withdrawal in NFRS by ASB as well, to the extent
not in conflict with existing National laws. The Company
intends to adopt these standards, if applicable, when
they become effective.
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NFRS 15: Revenue from Contracts with Customers
NFRS 9: Financial Instruments

2.7. Presentations

For presentation of the Statement of Financial Position,
assets and liabilities have been bifurcated into current
and non-current, by their respective maturities and are
disclosed in the notes. All assets apart from Property
and Equipment, Investments and Deferred Taxes assets
are taken as current assets unless specific additional
disclosures are made in the notes for current and non-
current distinction. All liabilities apart from Net Defined
Benefit Obligations are taken as current liabilities unless
specific additional disclosures is made in the notes for
current and non-current distinction.

The Statement of Profit or Loss has been prepared using
classification "by nature" method. The cash flow from
operation within the Statement of Cash Flows have been
prepared using the Indirect Method.

2.8. Materiality and Aggregation

In compliance with NAS 1 "Presentation of Financial
Statements" each material class of similar items are
presented separately in the Financial Statements. Items
of dissimilar nature or functions are presented separately
unless they are immaterial.

2.9. Useful Life and Residual Value of Property, Plant
and Equipment:

Management reviews the useful life and residual values

of property, plant and equipment at least once a year.
Such life is dependent upon an assessment of both

the technical life of the assets and also their likely
economic life, based on various internal and external
factors including relative efficiency and operating costs.
Accordingly, depreciable lives are reviewed annually using
the best information available to the Management.

2.10. Contingencies

In the normal course of business, contingent liabilities may
arise from litigation and other claims against the Group.
Potential liabilities that are possible but not probable

of crystallizing or are very difficult to quantify reliably

are treated as contingent liabilities. Such liabilities are
disclosed in the notes but are not recognized.

2.11. Change in Accounting Policies

The same accounting policies are normally adopted in
each period and from one period to the next to maintain
compatibility of the Financial Statements of the entity



over time to identity trends in the financial position,
performance and cash flows. However, the changes when
required by NFRS or due to the requirement that results

in the Financial Statements providing more reliable and
more relevant information about the effects of transaction,
other conditions on the entity's financial position, financial
performance or cash flows are made and the changes are
applied retrospectively. The company has used the same
accounting policies in its opening NFRS Statements.

2.12. Going Concern

The Directors have made an assessment of Entity's ability
to continue as a going concern and satisfied that it has
the resources to continue in business for the foreseeable
future. Furthermore, Board is not aware of any material
uncertainties that may cast significant doubt upon
Entity's ability to continue as a going concern and they
do not intend either to liquidate or to cease operations
of it. Therefore, the Financial Statements continue to be
prepared on the going concern basis.

2.13. Financial Assets and Financial Liabilities
Recognition

The company initially recognizes a financial assets or
financial liabilities in its Statement of Financial Position
when, and only when, it becomes party to the contractual
provisions of the instruments. The transaction costs

that are directly attributable to the acquisition or issues

of financial instruments (other than of the Financial
Instruments through Profit or Loss) are added or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on the initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through
profit or loss are recognized immediately in Statement of
Profit or Loss. The institution thus has initially recognized
investment and borrowings etc. on the date when they
are originated i.e., date when the Company has become
party to the contractual provision of the instruments.
Investment on the equity instruments are recognized on
trade date at which the Company commits to purchase
the financial assets.

Classification

The company classifies its financial assets as subsequently
measured at amortized cost using effective interest
method or fair value on the basis of the company's
business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets.
The two classes of financial assets are as follows:

a. Financial Assets measured at amortized cost

b. Financial Assets measured at Fair Value

PANCHAKANYA MAI HYDROPOWER LIMITED

Financial Assets

a. Financial Assets measured at amortized cost

The company classifies financial assets at amortized cost if

both of the following conditions are met;

+ The asset is held within a business model whose
objectives is to hold assets in order to collect
contractual cash flows and,

«  The contractual terms of the financial asset give
rise on a specified date to cash flows that are
solely payments of principals and interest on the
outstanding principals.

b. Financial Assets measured at fair value

Financial assets other than measured at amortized cost are

measured at fair value. Financial assets measured at fair

value are further classified into two categories as below:

- Financial assets at fair value are classified as fair value
through profit or loss if they are held for trading or are
designated at fair value through profit or loss. Such
assets are subsequently measured at fair value and
changes in fair value are recognized in Statement of
Profit or Loss

- Financial assets at fair value through other
comprehensive income are investment in an equity
instrument that is not held for trading and at the initial
recognition the company makes an irrevocable election
that the subsequent changes in fair value of the
instrument is to be recognized in Other Comprehensive
Income are classified as financial assets at fair value
through Other Comprehensive Income.

Financial Liabilities
The company classifies the financial liabilities as follows:

a. Financial Liabilities at fair value through profit or loss
Financial Liabilities are classified as fair value through
profit or loss if they are held for trading or are designated
at fair value through Profit or Loss. Upon initial
recognition, transaction cost that are directly attributable
to the acquisition are recognized in Statement of Profit

or Loss as incurred. Subsequent changes in fair value is
recognized in Statement of Profit or Loss.

b. Financial Liabilities measured at amortized cost

All financial liabilities other than measured at fair value
through profit or loss are classified as subsequently
measured at amortized cost using effective interest
method. For financial liabilities i.e. loans due to bank and
financial institution, the effective interest rate is equal to
discounting factor thus there has been no difference on
calculation of loan amount.
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3.1. Initial Measurement

A financial assets or financial liability is measured initially
measured at fair value plus, for an item not at fair value
through profit or loss, transaction costs that are directly
attributable to its acquisition or issue.

Transaction costs in relation to financial assets and
liabilities at fair value through profit or loss are recognized
in Statement of Profit or Loss.

3.2. Subsequent Measurement

Financial Assets or Liability classified at amortized cost on
initial recognition is subsequently measured at amortized
cost using effective interest method.

Financial Assets classified at fair value are subsequently
measured at fair value. The subsequent changes in fair
value of financial assets at fair value through profit or loss
are recognized in Statement of Profit or Loss whereas of
financial assets at fair value through other comprehensive
income are recognized in Other Comprehensive Income.

3.3. De-Recognition

Financial Assets are derecognized when the right to
receive cash flows from the assets have expired or where
the company has transferred substantially all risks and
rewards of ownership. If substantially all the risks and
rewards have been retained nor transferred and the
company has retained control, the assets continue to be
recognized to the extent of the company's continuing
involvement.

Financial Liabilities are derecognized when they are
extinguished. A financial liability is extinguished when the
obligation is discharged, cancelled or expired.

3.4. Determination of Fair Value

Assets and liabilities are carried at fair value or for which
fair values are disclosed have been classified into three
levels according to the observation of the significant
inputs used to determine the fair values. Changes in

the observation of significant valuation inputs during
the reporting period may result in a transfer of assets
and liabilities within the fair value hierarchy. Company
recognizes transfers between levels of the fair value
hierarchy when there is a significant change in either its
principal market or the level of observation of the inputs
to the valuation techniques as at the end of the reporting
period. The company uses the following hierarchy for
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determining and disclosing the fair value of financial
instruments by valuation technique:

Level 1: quoted (unadjusted) price in active markets for
identical assets or liabilities

Level 2: other techniques for which all inputs which
have a significant effect on the recorded fair value are
observable, either directly or indirectly

Level 3: techniques which use inputs that have a
significant effect on the recorded fair value that are not
based on observable market data.

3.5. Impairment

At each reporting date, the company shall assess whether

there is objective evidence that a financial assets or group

of financial assets not carried at fair value through profit or

loss are impaired. A financial asset or a group of financial

assets is impaired when objective evidence demonstrates

that a loss event has occurred after the initial recognition

of the assets and that the loss event has an impact on

the future cash flow of the asset(s) that can be estimated

reliably. Objective evidence that financial assets are

impaired can include:

a. Counterparty files for bankruptcy and this would
avoid or delay discharge of its obligation,

b. The company initiates legal recourse of recovery in
respect of a credit obligation of the counterparty,

¢. The disappearance of an active market for a security,
Observable data relating to a group of assets such as
adverse changes in the payment status of borrowers
or issuers in the group or economic conditions that
correlate with defaults in the group,

e. Indication that the industry in which the counterparty

has operated has been facing negative conditions

affecting borrower adversely and borrower has not

been able to adopt the mitigating actions,

Blacklisted by Credit Information Center,

g. Incase of investment in equity security, a significant or
prolonged decline in its fair value below its cost,

h. Other.

b

3.6. Offsetting

Financial Assets and liabilities are offset and the net amount
presented in the Statement of Financial Position when and
only when, the Company has a legal right to set off the
amounts and it intends either to settle them on a net basis or
to realize the assets and settle the liability simultaneously.

Income and expenses are presented on a net basis only
when permitted under NFRS, or for gains and losses
arising from a group of similar transactions such as in the
company's trading activity.



3.7. Borrowing Cost

Borrowing costs consist of interest and other costs that an
entity incurs in connection with the borrowing of funds.
Borrowing cost also includes exchange differences to the
extent regarded as an adjustment to the borrowing costs.

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 or sale 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.

3.8. Employment Benefits

The company has schemes of employment benefits
namely Social Security Fund and accumulate leave
payable as per employee service manual.

Defined contribution plan - Social Security Fund

Under defined contribution plans, Social Security Fund,
the Company pays pre-defined amounts to separate
funds and does not have any legal or informal obligation
to pay additional sums. Contributions to defined
contribution schemes (Social Security Fund) are charged
to the profit or loss statement in the year to which they
relate as the Company has no further defined obligations
beyond monthly contributions. Contributions to defined
contribution schemes are deposited with Social Security
Fund (Samajik Surakchya Kosh) as per the Provisions of the
Labor Act, 2074.

Defined benefit plan
a. Theliability or asset recognized in the balance sheet in
respect of defined benefit plan is the present value of
defined benefit obligations at the end of the reporting
period less fair value of plan assets. The defined
benefit obligation is calculated annually by actuaries
through actuarial valuation using the projected unit
vcredit method
b. The Company recognizes the following changes in
the defined benefit obligation to the profit or loss
statement:
+ Service costs comprising current service costs and
past-service costs
- Interest expenses
The net interest cost is calculated by applying the
discount rate to the net balance of the defined benefit
obligation and fair value of plan assets. This cost is
included in employee benefit expenses in the statement
of the profit & loss.
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Any changes in the liabilities over the year due to
changes in assumptions or experience within the
scheme, are recognized in other comprehensive
income in the period in which they arise.

NAS 19 requires the exercise of judgment in relation
to various assumptions including future pay rises,
inflation and discount rates and employee and
pensioner demographics. The Company determines
the assumptions in conjunction with its actuaries,
and believes these assumptions to be in line with
best practice, but the application of different
assumptions could have a significant effect on the
amounts reflected in the income statement, other
comprehensive income and balance sheet. There
may be also interdependency between some of the
assumptions.

The classification of the Company's net obligation
into current and non- current is as per the actuarial
valuation report.

The Company has not provided any defined benefit
plan to its employees.

Short term and long-term employment benefits

a.

A liability is recognized for benefits accruing to
employees in respect of wages and salaries, annual
leave and sick leave in the period the related service is
rendered at the undiscounted amount of the benefits
expected to be paid in exchange for that service.
Liabilities recognized in respect of short-term employee
and contractual employees’ benefits are measured at
the undiscounted amount of the benefits expected to
be paid in exchange for the related service.
Compensated absences which are not expected

to occur within twelve months after the end of the
period in which the employee renders the related
services are recognized as a liability at the present
value of the obligation as at the Balance sheet date
determined based on an actuarial valuation.

3.9. Provisions, contingencies and commitments

1.

Provisions are recognized 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 recognized as a
separate asset, but only when the reimbursement is
virtually certain.
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3. The expense relating to a provision is presented in the
statement of profit and loss net of any reimbursement.

4. 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. When discounting is used, the increase in the
provision due to the passage of time is recognized as a
finance cost.

5. A provision for onerous contracts is recognized when
the expected benefits to be derived by the Company
from a contract are lower than the unavoidable
cost of meeting its obligations under the contract.
The provision is measured at the present value of
the lower of the expected cost of terminating the
contract and the expected net cost of continuing
with the contract. Before a provision is established,
the Company recognizes any impairment loss on the
assets associated with that contract.

6. 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
standalone financial statements.

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

8. Commitments include the amount of purchase order
(net of advances) issued to parties for completion of
assets.

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

3.10. Financial Instruments

Financial assets and financial liabilities are recognized
when the Company becomes a party to the contract
embodying the related financial instruments. All financial
assets, financial liabilities and financial guarantee
contracts are initially measured at transaction cost and
where such values are different from the fair value, at fair
value. Transaction costs that are directly attributable to
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the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial
liabilities at fair value through profit and loss) are

added to or deducted from the fair value measured on
initial recognition of financial asset or financial liability.
Transaction costs directly attributable to the acquisition
of financial assets and financial liabilities at fair value
through profit and loss are immediately recognized in
the statement of profit and loss. In case of interest free or
concession loans/debentures/preference shares given to
subsidiaries, associates and joint ventures, the excess of
the actual amount of the loan over initial measure at fair
value is accounted as an equity investment.

Investment in equity instruments issued by subsidiaries,
associates and joint ventures are measured at cost less
impairment.

Investment in preference shares/debentures of the
subsidiaries are treated as equity instruments if the same are
convertible into equity shares or are redeemable out of the
proceeds of equity instruments issued for the purpose of
redemption of such investments. Investment in preference
shares/ debentures not meeting the aforesaid conditions are
classified as debt instruments at amortized cost.

3.11. Effective Interest Method

The effective interest method is a method of calculating
the amortized 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 BIR, interest rate on
borrowings from bank has been considered.

3.12. Property Plant and Equipment

The Company has applied the Cost Model of accounting
for Property and Equipment and those policies have been
consistently applied for all its Property and Equipment to
all the periods presented.

All categories of Property and Equipment are initially
recorded at cost. Property and Equipment are
subsequently measured at historical cost less depreciation
and impairment losses. Historical cost includes
expenditure that is directly attributable to its acquisition



and the borrowing costs that have been capitalized as a
part of cost of 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. All other repairs
and maintenance are charged to Statement of Profit or
Loss during the financial period in which they are incurred.

Depreciation and Amortization

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

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

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

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

Category of asset Estimated useful life:

1 Land 0%
2 Office Equipment 25%
3 Furniture and Fixtures 25%
4 Computer and Accessories 25%
5 Vehicles 20%

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

Description Office | Furniture and Computer and Vehicles Total
Equipment Fixtures Accessories

Original Cost (at NRs.)

As at 01/04/2079 1,931,113 1,322,349 2,550,227 10,253,440 16,057,129
Additions 385,319 7,345 240,000 - 632,664
Adjustment (disposal and sale) - - - - -
As at 31/03/2080 2,316,432 1,329,694 2,790,227 10,253,440 16,689,793
Depreciation (at NRs.) -
As at 01/04/2079 1,820,750 1,310,049 1,977,061 9,254,635 14,362,495
Adjustment (Full Audit FY 2078-79) (16,676) (101,458) (140,876) (199,761) (458,770)
Charge for the year 123,581 30,276 238,511 239,713 632,080
Impairment Charge - - - - -
Attributable to sale/disposable - - - - -
As at 31/03/2080 1,927,655 1,238,867 2,074,696 9,294,587 14,535,805
Written Down Value as on 32/03/2079 110,363 12,300 573,167 998,805 1,694,635
Written Down Value as on 31/03/2080 388,777 90,827 715,532 958,853 2,153,988
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3.13. Intangible Assets

Intangible assets with finite useful lives that are

acquired separately are carried at cost less accumulated
amortization and accumulated impairment losses.
Intangible assets with indefinite useful lives are carried at
cost less accumulated impairment losses.

Gains or losses arising from derecognition of an intangible
asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognized in the statement of profit and loss
when the asset is derecognized.

The Company has applied IFRIC 12, "Service Concession
Arrangements" and has accordingly classified project
assets intangible assets. The company has applied
transitional provisions of IFRIC 12 and has used the
carrying amounts of such intangible assets as carrying
amount as at date of transition.

Service Concession Arrangements
IFRIC 12- Service Concession Arrangements applies to
public-to-private service concession arrangements if:

1. 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

2. The grantor controls through ownership, beneficial
entitlement or otherwise any significant residual
interest in the infrastructure at the end of the term of
the arrangement. Infrastructure used in a public-to-
private service concession arrangement for its entire
useful life (whole life of assets) is within the scope
of this IFRIC, if the conditions in (a) above are met.
These arrangements are accounted on the basis of
below mentioned models depending on the nature of
consideration and relevant contract law.

Intangible Asset Model:

The intangible asset model is used to the extent that the
Company, being an operator, receives aright (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
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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 manages concession arrangements which
include power supply from its hydro power plant The
Company maintains and services the infrastructure during
the concession period. These concession arrangements
set out rights and obligations related to the infrastructure
and the services to be provided. The right to consideration
gives rise to an intangible asset and accordingly, the
intangible asset models is applied.

Income from the concession arrangements earned under
the intangible asset model consists of the (i) Fair Value

of the contract revenue, which is deemed to be fair

value of consideration transferred to acquire the asset;
and (ii) payments actually received from the users. The
intangible asset is amortized over its expected useful

life in a way that reflects the pattern in which the asset's
economic benefits are consumed by the Company,
starting from the date when the right to operate starts to
be used. Based on these principles, the intangible asset
is amortized in line with the actual usage of the specific
public facility, with a maximum of the duration of the
concession. In case of any changes in expected useful life
of such intangible assets, the change in estimate shall be
disclosed in the financial statements.

Any asset carried under concession arrangements is
derecognized on disposal or when no future economic
benefits are expected from its future use or disposal or
when the contractual rights to the financial asset expire.

Intangible Assets

Asset Class Estimated Useful Life

Software Upto 5 Years
(not exceeding lease term)
Upper Mai HEP Upto 29.05 Years

(not exceeding lease term)

Upper Mai Cascade HEP  Upto 30 Years
(not exceeding lease term)
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Description Software Upper Mai HEP Upper Mai Cascade HEP

Original Cost (at NRs.)

As at 01/04/2079 100,000 2,279,694,289 1,207,860,620 3,487,654,909
Additions - 7,218,731 2,939,549 10,158,280

Adjustment (disposal and sale) - - - -
As at 31/03/2080 100,000 2,286,913,020 1,210,800,168 3,497,813,189

Depreciation (at NRs.)
As at 01/04/2079 60,000 456,090,822 200,455,874 656,606,697
Charge for the year 20,000 76,125,663 40,413,772 116,559,435

Impairment Charge - - - -

Attributable to sale/disposable - - - -

As at 31/03/2080 80,000 532,216,486 40,869,646 773,166,132
Written Down Value as on 32/03/2079 40,000 1,823,603,467 1,007,404,745  2,831,048,212
Written Down Value as on 31/03/2080 20,000 1,754,696,535 969,930,522 2,724,647,057

3.14. Inventories

Cost of inventories include cost of purchase, cost 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.

m As on Ashad 31, 2080 (July 16, 2023) As on Ashad 32, 2079 (July 16, 2022)

Inventory (As Certified by Management) 25,418,165 22,251,861
25,418,165 22,251,861

ot e pwvowven]

Opening Inventory 22,251,861 21,706,845
Add: Purchase 4,025,620 6,025,989
Less: Consumption 859,315 5,480,974
Closing Inventory 25,418,165 22,251,861

3.15. Trade Receivables & Other Receivables

The Company has classified as asset as current assets when:

a) itexpects to realize the asset or intends to sell or consume it in its operating cycle;
) it holds the asset primarily for the purpose of trading;

) it expects to realize the asset within 12 months after the reporting period or;

) the asset is cash or cash equivalent.

Q 0O T

Trade and other Receivables which are expected to be realized within 12 months after the reporting period have been
classified under current assets. They include receivables from debtors (receivable against message) and remittance
commission receivable. They are initially measured at fair value less any provision for impairment. Debtors are assessed on
a case-by-case basis for impairment. The fair value of such assets is equivalent to their carrying amount.

Majority of receivable balance of the Company is from Nepal Electricity Authority, which is owned by Government of Nepal and
therefore have been assumed to have zero risk of recovery. So, no impairment testing has been made on such receivables.
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m As on Ashad 31, 2080 (July 16, 2023) As on Ashad 32, 2079 (July 16, 2022)

Nepal Electricity Authority (NEA) 66,238,319 67,558,867
Insurance Claim Receivable 440,000 33,974,000
66,678,319 101,532,867

3.16. Cash and Cash Equivalent
This includes the cash on hand, cash on vault, balance with other banks and financial institutions which are used by the
company for management of its short-term commitment.

Cash Balance
The fair value of cash is its carrying amount booked under previous GAAP (Generally Accepted Accounting Principal).

Balance with other Banks
These assets have been classified as financial assets (cash and cash equipment) and subsequently measured at amortized
costs. Risks associated with these assets are regularly assessed.

(Particulars | AsonAshad 31,2080 (July 16,2023) | As on Ashad 32,2079 (July 16, 2022)

Cash in Hand (As Certified by the Management) 47,580 27,012

Balances with Banks:

a. In Commercial Banks 2,954,327 3,123,158

b. In Development Banks - -

3,001,907 3,150,171

3.17. Other Non-financial Assets
Assets other than financial assets have been classified as non-financial assets. Broad headings under this classification
include Advances and Prepaid Expenses.

[Particulars | AsonAshad 31,2080 (July 16,2023) | Ason Ashad 32,2079 (July 16, 2022)

Advance to Consultant & Contractors 120,421 120,421
Advance to Land Owner for Land Purchase 3,207,444 3,207,444
MVHPL-Advance to Sundry Creditors 50,000 50,000
Advance to Material Supplier 250,359 224,624
Advance to Related Persons & Organizations 485,000 1,250,000
MVHPL-Prepaid Exp 4,889,732 5,729,501
Other Advances 223,579 223,579
Deposits & Margins 1,100,373 1,758,248
Cash Margin 49,249 41,590

3.18. Share Capital

Financial Instruments issued are classified as equity when there is no contractual obligation to transfer cash, other
financial assets or issue available number of own equity instruments. Incremental costs directly attributable to the issue of
new shares are shown inequity as deduction net of taxes from the proceeds. Dividend on ordinary shares are recognized
in equity in the period in which they are declared.
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Particwlars | AsonAshad31,2080 Uuly 16,2023) | Ason Ashad 32, 2079 (uly 16,2022

Authorised Share Capital 1,950,000,000 1,950,000,000
19,500,000 Equity Share of Rs.100.00 each
Issued Share Capital 1,100,000,000 1,100,000,000
11,000,000 Equity Share of Rs.100.00 each
Subscribed and Called Up Share Capital 1,100,000,000 1,100,000,000

11,000,000 Equity Share of Rs.100.00 each

Paid Up Share Capital

11,000,000 Equity Share of Rs.100.00 each 1,100,000,000 1,100,000,000
1,100,000,000 1,100,000,000

3.19. Retained Earnings
The retained earnings include the reserve brought forward, this year profit and deferred tax reserve.

Particulars | AsonAshad 31,2080 July 16,2023) As on Ashad 32, 2079 (July 16, 2022)

Retained Earning (173,249,653) (125,879,295)
Other Equity (42,413) (42,413)
Profit & Loss of the year (12,746,238) (47,829,127)

(186,038,304) (173,750,836)

3.20. Secured Borrowing

The fair value of amount due to bank and financial institutions generally approximate their carrying amount All the
amount due to bank and financial institutions reflected in the book of the company are with the tenure less than a year.
Hence the amount has been recognized at the carrying amount under previous GAAP (Generally Accepted Accounting
Principal). The service charges thus have not been considered while valuing such due and has been directly charged to
Statement of Profit and Loss. This includes the long-term borrowings.

[Particulars | AsonAshad31, 2080 Uuly 16,2023) | Ason Ashad 32,2075 (uly 16,2022)

A. Secured Medium and Long Term Loan

(Secured against mortgaged of immovable
properties and charge / hypothecation of the entire
current and future fixed assets and current assets)

MVHPL-Consortium Term Loan - UMHEP 850,670,951 942,164,039
MVHPL-Consortium Term Loan - UM C HEP 571,271,027 585,299,178
Total Secured Loans 1,421,941,978 1,527,463,217

B. Unsecured Loan

Total Unsecured Loans - -
Grand Total 1,421,941,978 1,527,463,217

3.21. Trade and Other Payables

Company shall classify a liability as current when:

a. Itexpects to settle the liability in its normal operating cycle;

b. It holds the liability primarily for trading;

c. Theliability is due to be settled within 12 months after the reporting period or;
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It does not have an unconditional right to defer settlement of the liability for at least 12 months after the reporting period.

Trade and other payables include sundry creditors, audit fee, TDS payable, salary payable, other expenses payables and
similar other liabilities that meet the aforementioned conditions. Such amounts are classified as other financial liabilities
and are initially recognized at fair value and subsequently measured at amortized cost. The fair value of such other
financial liabilities is equivalent to their carrying amount.

m As on Ashad 31, 2080 (July 16, 2023) As on Ashad 32, 2079 (July 16, 2022)

A.Trade and Other Payable

Financial Liabilities

MVHPL-Sundry Creditors 1,481,294 1,507,705
Audit Fee Payable 144,950 144,950
Liabilities to Employee 5,264 25,385
Other Miscellaneous Payables 706,202 3,210,226
Payable to Staff 27,506 299,943
Citizen Investment Trust Payable (CIT) 78,000 68,100
Interest Payable 20,730,496 17,506,966
Rent & Other Payable 6,900,000 5,520,000
Liabilities to Board Directors & Members 36,512,483 25,147,881
Social Security Fund Payable 256,870 238,277
Wages Payable 68,178 117,678
Salary Payable 2,480,122 1,281,988
Consulting Fees Payable 180,695 211,951
Payables to Consultants & Contractors 2,147,171 2,380,405
Agency Fees Payable 2,185,342 2,364,300
73,904,574 60,025,755
Other Non-Financial Liabilities
TDS Payable 2,320,158 2,376,876
76,224,731 62,402,631

Other Miscellaneous Payable

Ashim Sharma 249 249

B Fouress (P) Ltd. - 73,168
Gyanendra Poudel 50,000 50,000
llami Pathivara Enterprises (4,307) 107,911
KMC Photocopy & Stationery - 14,890
Nepal Lube Oil - 700,592
Panchakanya Steel Pvt. Ltd. 255,000 212,500
Pathivara Suppliers - 9,250
Prem Gurung - 1,249,375
Puskar & Brothers 70,158 -

R.B Motor Parts 17,960 800
Recognized IT Service & Solution Pvt. Ltd - 360,667
New Milan Light 40,140 -
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S [ [T

Transweld Nepal (P) Ltd. 185,825 185,825
Triveni Laghu Jalbidhyut Aayojana 19,500 -

Wada No: 4 -Sandakpur Gaupalika - 225,000
Bhattarai Verities 12,950 -

CSE Multi Trader Center 6,000 -
Compensation to Local Between Tower 10 & 11 52,727 -
Sandakpur Khelkud Sungh - 20,000
Total 706,202 3,210,226

Payables to Consultants & Contractors

Hydro Consult Engineering - 283,879
Mudbery & Joshi Pvt. Ltd 2,096,526 2,096,526
B Fouress P. Ltd. (India) 50,645 50,000
Total 2,147,171 2,380,405

TDS Payable

parcslr [ Genter | Previousvenr|
Private Ltd. 51,192.69 222,089.47
Individual 89,398.15 129,913.95
Interest Tax 2,127,341.00 1,933,943.00
TDS on Service - 12718.17
Rental Tax 27,000.00 27,000.00
Public Ltd. 13,244.00
TDS on Wages 5,795.80 3,964.00
TDS on Remuneration Tax 19,430.05 34,002.92
Total 2,320,157.69 2,376,875.51

3.22. Short Term Borrowings
Short term loans are expected to be settled within 12 months after reporting period. Therefore, such loans are classified
under current liabilities.

[Particulars | AsonAshad31,2080(uly 16,2023) | Ason Ashad 32,2075 (uly 16,2022)

Financial Liabilities
Nabil Bank Ltd. Current 010101 7500 819 -OD 34,952,880 36,851,812
34,952,880 36,851,812

3.23. Current Tax Assets/ (Liability)
The company has policy of booking current tax assets/liability by netting off advance income tax with the provision for
taxation made.

m As on Ashad 31, 2080 (July 16, 2023) As on Ashad 32, 2079 (July 16, 2022)

Advance tax 377,214 264,049
Provision for tax 377,214 377,214
- (113,164)
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3.24. Revenue Recognition
Revenue is the gross inflow of economic benefits during the period arising in the course of the ordinary activities of an entity
when those inflows result in increase in equity, other than increases relating to contribution from equity participants.

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.

Revenue from Upper Mai Hydroelectric Project

FY 2079-80 FY 2078-79
m Invoice as LOP Claim Total Sales
Sharwan 6,980,338 33654458.28 perPPA | Received from
Bhadra 7,247,207 34505307.72 li=vance
Ashwin 6,535,555 32655440.82 sharwan 35,500,403 35,500,403
Kartik 4818837 23179159.03 Bhadra 32,541,148 32,541,148
Mangsir 3,038,626 13,352,394 Ashwin 32,655,441 32,655,441
Poush 2,360,842 15540907.1 Kartik 9,516,942 9,516,942
Magh 1799789 10430828.17 Mangsir 989,933 25,000,000 25,989,933
Falgun 1,538,737 8493827.48 Poush 19,205,007 19,205,007
Chaitra 1,589,009 8771332.14 Magh 13,972,442 13,972,442
Baisakh 1,376,598 5368730.6 Falgun 9,903,643 9,903,643
Jestha 2,136,112 8330837.65 Chaitra 8,396,495 8,396,495
Ashar 7,021,872 33383651.65 Baisakh 7,373,821 7,373,821
Total s e Jestha 12,558,410 12,558,410
Ashar 27,958,275 27,958,275
Total 210,571,962 25,000,000 235,571,962
Revenue from Upper Mai Cascade Hydroelectric Project
FY 2079-80 FY 2078-79
m Invoice as LOP Claim | Total Sales
Sharwan 3,681,517 19502903.5 AL Reselyediiton]
Insurance
Bhadra 3,749,246 19685094.51
Sharwan 19,736,146 19,736,146
Ashwin 3,568,633 19199245.54 Bhadra 19,199,246 19,199,246
Kartik 2,762,113 14860169.26 s 19,199,246 19,199,246
Mangsir 1,717,379 9,239,499 Kartik 6,017,740 6,017,740
Poush 1,274,114 11989415.92 Mangsir _ 4,800,000 4,800,000
Magh 922,789 8683447.14 Poush 13,815,982 13,815,982
Falgun 744,616 7006837.09 Magh 10,613,075 10,613,075
Chaitra 836,924 7790092.6 Falgun 7,563,508 7,563,508
Baisakh 696,038 3744686.74 Chaitra 7,434,940 7,434,940
Jestha 955,786 5142128.61 Baisakh 4,893,635 4,893,635
Ashar 3,691,728 193794293 Jestha 8,807,474 8,807,474
Total 24,600,885 146,222,949 Ashar 18,229,240 18,229,240
Total 135,510,231 4,800,000 140,310,231
Grand Total 71,044,406 373,889,824 GrandTotal 346,082,193 29,800,000 375882193
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m Year ended Ashad 31, 2080 (July 16, 2023) | Year ended Ashad 32, 2079 (July 16, 2022)

Electricity Sale to NEA -UMHEP 227,666,874 160,510,231
Electricity Sale to NEA -UMCHEP 146,222,949 215,371,962
373,889,824 375,882,193

3.25. Operating Expenses

An operating expense is an expense a business incurs through its normal business operations. An operating expense is
an ongoing cost for running a business. Any cost that are directly attributed to purchase, generations and transmission of
electricity are operating expenses.

Year ended Ashad 31, 2080 (July 16, Year ended Ashad 32,2079 (July 16,
2023) 2022)

Power Plant Expenses-UMHEP

Electricity Purchased From NEA 155,742 337,039
Royalties 5,753,028 5,411,269
Fine and Penalties 39 -
Insurance 6,256,985 5,569,150
Power Plant Operation and Maintenance 902,051 1,432,785
Power Plant Repair & Maintenance 111,466 5,759,094
Transmission Line and Substation Repair & 60,251 -
Maintenance

Vehicle Operation & Maintenance 287,632 257,568
Environmental, Community & Mitigation 570,634 1,406,250
Office Overhead 1,073,525 828,795
Employee Expenses-UMHEP

UMHEP Staff Salary and allowances 7,770,669 6,163,587
UMHEP Staff Social Security Fund Expenses 934,307 764,123
Overtime 266,975 521,948
Paid in Lue of Leave 1,376,201 622,940
Dashain Allowance 519,857 326,439
Insurance 35,462 36,748
Daily Wages 370,370 400,000
Power Plant Expenses-UMCHEP

Electricity Purchased From NEA 70,144 164,264
Royalties 3,534,459 3,320,205
Insurance 3,920,367 2,801,943
Power Plant Operation and Maintenance 695,136 1,065,797
Power Plant Repair & Maintenance 564,813 5,332,756
Transmission Line and Substation Repair & 30,125 -
Maintenance

Vehicle Operation & Maintenance 141,413 127,184
Environmental, Community & Mitigation 35,317 378,125
Office Overhead 753,072 513,649

Employee Expenses-UMCHEP
UMCHEP Staff salary and allowances 5,448,738 5,566,625
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UMCHEP Staff Social Security Fund Expenses 659,943 690,123
Overtime 592,781 639,007
Paid in Lue of Leave 714,563 453,270
Dashain Allowance 382,600 248,936
Insurance 27,000 35,217
Daily Wages 185,185 200,000

44,200,846 51,374,835

3.26. Employee Benefit Expenses
The personnel expenses include salary as well as other staff related expenses. Such expenses has been charged directly
through Statement of Profit and Loss Account.

m Year ended Ashad 31, 2080 (July 16, 2023) | Year ended Ashad 32,2079 (July 16, 2022)

Salary 2,133,000.00 1,881,600
Allowance 1,422,000.00 1,137,400
Social Security Fund Expenses 426,600.00 376,320
Paid in Lue of Leave 206,344.00 102,073
Dashain Allowance 266,625.00 154,800
Insurance 7,500.00 7,656

4,462,069 3,659,849
Bonus - -

4,462,069 3,659,849

3.27. Administrative and General Expenses

Expense is the gross outflow of economic benefits during the period arising in the course of the ordinary activities of a
company when those outflows result in decrease in equity, other than those relating to payments to equity participants.
Expense has been recognized on accrual basis complying with matching concept.

The company recogniz.es Administrative Expenses as and when legal or constructive obligation in respect of such
expenses arise to the company.

m Year ended Ashad 31,2080 (July 16,2023) | Year ended Ashad 32,2079 (July 16, 2022)

Other Administrative Expenses

Rent 1,080,000 1,080,000
House Keeping 480,000 480,000
Office Supplies, Equipment & Tools 15,900 -
Administrative Expenses 111,435 346,802
Repair & Maintenance - 16,000
Stationery, Printing, copy & Binding Exp 29,662 81,152
Communication Related Exp 130,791 145,423
Advertisement, Publicity & Notice Exp 83,869 77,859
Office Meeting Exp - 72,500
Gift & Donation 50,000 30,000
Membership & Renewal Fee & Exp 590,980 589,850
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m Year ended Ashad 31,2080 (July 16,2023) | Year ended Ashad 32,2079 (July 16, 2022)

TADA & Travelling Exp 122,874 215,750
Transportation (Local Conveyance) & taxes 84,050 161,182
Guest Entertainment Exp 42,987 269,928
Consultancy Fee & Others 829,866 316,950
Bank Charges Mgt Fee & Other Charges 16,625 20,047
Fines and Penalties 24,073 188,496
Vehicle- Fuel & Lubricant 83,321 89,862
Vehicle-Repair & Maintenance 6,200 13,750
Vehicle-Insurance Exp 22,007 12,064
Audit Fee 269,750 235,340
Audit Expenses 6,498 -
Board Meeting fee & exp 130,000 206,500
AGM Expenses - 439,564
Penal Charge 158,052 112,179
Training & Seminars 49,800 -
Miscellaneous fee & Exp - 770

4,418,740 5,201,968

3.28. Other Income
Other Revenue is recognized to the extent it is probable that the economic benefits will flow to the Company and the
revenue can be reliably measured.

Other Income includes insurance income, rent income, gain on sale of fixed assets, as well as miscellaneous income.

m Year ended Ashad 31, 2080 (July 16, 2023) | Year ended Ashad 32, 2079 (July 16, 2022)

Rental Income from Transmission Line 1,508,854 1,508,854

Interest Income - -

Profit/loss on sale of fixed asset - -

1,508,854 1,508,854

3.29. Finance Expenses

The finance expenses include bank charges, service charges on loans and interest on bank loan. Since the bank loan of
the company are of revolving nature, interest, service charges and bank charges in respect of such loan has not been
capitalized as part of loan rather charged directly through Statement of Profit and Loss Account.

m Year ended Ashad 31, 2080 (July 16, 2023) | Year ended Ashad 32, 2079 (July 16, 2022)

Interest on Long Term Loan-UMHEP 102,047,433 86,610,758
Interest on Working Capital Loan-UMHEP 2,858,155 2,070,970
Interest on Long Term Loan-UMCHEP 67,577,738 52,059,385
Interest on Short term loan 42,825,863 38,487,354
Bank Commission & Charges-UMHEP 1,328,436 1,486,351
Bank Commission & Charges-UMCHEP 856,907 877,949

217,494,532 181,592,767
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4. Earning Per Shares

Basic earnings per share is computed by dividing the profit/ (loss) for the year by the weighted average number of equity
shares outstanding during the year. The weighted average number of equity shares outstanding during the year is
adjusted for treasury shares, bonus issue, bonus element in a rights issue to existing shareholders, share split and reverse
share split (consolidation of shares). Diluted earnings per share is computed by dividing the profit/ (loss) for the year

as adjusted for dividend, interest and other charges to expense or income (net of any attributable taxes) relating to the
dilutive potential equity shares, by the weighted average number of equity shares considered for deriving basic earnings
per share and the weighted average number of equity shares which could have been issued on the conversion of all
dilutive potential equity shares. Potential equity shares are deemed to be dilutive only if their conversion to equity shares
would decrease the net profit per share from continuing ordinary operations Potential dilutive equity shares are deemed
to be converted as at the beginning of the period, unless they have been issued at a later date.

Particulars Year ended Ashad 31,2080 Year ended Ashad 32, 2079
(July 16, 2023) (July 16, 2022)

Earning attributable to equity shareholders (12,746,238) (47,829,127)

Weighted average number of shares for the period 11,000,000 11,000,000

Weighted average number of shares for the period (dilutive) 11,000,000 11,000,000

Basic Earnings per share (NPR) (1.16) (4.35)

Diluted Earnings per share (NPR) (1.16) (4.35)

5. Distribution to Equity Share Holder

There is no any distribution to equity shareholders

m Year ended Ashad 31, 2080 (July 16, 2023) Year ended Ashad 32, 2079 (July 16, 2022)

Cash dividend Paid -

Bonus Shares Proposed -

Bonus Share issue -

% of Dividend to Shareholder -

6. Related Party Disclosure

Parties are considered to be related if one party has the ability to control the other party or exercise significant influence
over the other party in making financial or operation decision or one other party controls both. The definition includes
subsidiaries, associates, directors, key management personnel and employee’s retirement benefit fund.

Identification of Related Parties
A related party is a person or entity that is related to the entity that is preparing its financial statements

A person or a close member of that person’s family is related to a reporting entity if that person:

(i) has control or joint control of the reporting entity

(i) has significant influence over the reporting entity or

(iii) is a member of the key management personnel of the reporting entity or of a parent of the reporting entity.

An entity is related to a reporting entity if any of the following conditions applies:

() The entity and the reporting entity are members of the same group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).
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(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a group
of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of either the reporting entity or an entity
related to the reporting entity. If the reporting entity is itself such a plan, the sponsoring employers are also related to
the reporting entity.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the key management personnel
of the entity (or of a parent of the entity).

The Company Identifies the following as the related parties under the requirement of NAS 24

Key Managerial Personnel

Prem Bahadur Shrestha (Chairman)
Dhurba Kumar Shrestha (Director)
Udeep Shrestha (Executive Director)
Nitisha Shrestha (Director)

Tika Ram Niroula (Public Director)

Transaction With Related Parties 2079/80

Prem Bahadur Shrestha 30,000 42,825,863 42,855,863
Dhurba Kumar Shrestha 25,000 25,000
Udeep Shrestha 25,000 25,000
Nitisha Shrestha 25,000 25,000
Tika Ram Niroula 25,000 25,000
Total 130,000 42,825,863 42,955,863

Transaction With Related Parties 2078/79

Prem Bahadur Shrestha 54,000 31,987,200 32,041,200
Dhurba Kumar Shrestha 45,000 45,000
Udeep Shrestha 45,000 45,000
Nitisha Shrestha 17,500 17,500
Tika Ram Niroula 45,000 45,000
Total 206,500 31,987,200 32,193,700
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7. Segment Reporting

The Chief Executive Officer and functional managers

of the Company have been identified as the Chief
Operating Decision Maker (CODM) as deemed 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 all the operations are in
Nepal. Hence, the Company does not have any reportable
Segments as per NFRS 8 "Operating Segments".

8. Disclosure and Additional Information

8.1 Financial Risk Management Objectives and Policies
The Company's business activities expose it to a variety

of financial risks, namely primarily to fluctuations in
interest rates, equity prices, liquidity, credit risk and
market risk which may adversely impact the fair value

of its financial instruments. The Company's Board and
senior management has overall responsibility for the
establishment and oversight of the Company's risk
management The Company's risk management policies
are established to identify and analyses the risks faced

by the Company to set appropriate risk limits and
controls and to monitor risks and adherence to limits.
Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the
Company's activities. The Risk Management is done by
the Company's management that provides assurance
that the Company's financial risk activities are governed
by appropriate policies and procedures and that financial
risks are identified, measured and managed in accordance
with the Company's policies and risk objectives.

The Board of Directors reviews and agrees policies for
managing each of these risks which are summarized below:

A. Credit Risk

Credit risk refers to the risk that a counterparty will default
on its contractual obligations resulting in financial loss to
the Company.

The Company has adopted a policy of only dealing with
creditworthy counterparties and obtaining sufficient
collateral, where appropriate, as a means of mitigating
the risk of financial loss from defaults. The Company's
exposure and the credit ratings of its counterparties are
continuously monitored. About, 94% of receivables and
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other assets are the amount due from Nepal Electricity
Authority, which is a government owned entity having
insignificant risk of default, so credit risk of the Company
is very low.

B. Market Risk

All equity investments present a risk of loss of capital,
often due to factors beyond the company's control such
as competition, regulatory changes, commodity price
changes and changes in general economic climates
domestically and internationally. The company's
management moderates this risk through careful stock
selection and diversification, daily monitoring of the
market positions and regular reporting to the Board

of Directors. The company has not invested in quoted
securities and is not exposed to market fluctuations.

C. Price Risk

For purchase of goods, it is limited to the foreign currency
exchange variation in case of specific spares and original
equipment manufacturers' spares from abroad. For other
purchase, it is subject to market variations. Since, the
company has entered into Power Purchase Agreement
with Nepal Electricity Authority and the rates are pre-
defined, the price risk is insignificant.

D. Interest Rate Risk

The interest rate risk is the risk of movements in local
interest rates. The company is therefore exposed to the
risk of gains or losses or changes in interest income from
movements in local interest rates. There is no hedge
against the risk of movement in interest rates.

E. 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 considers both normal and
stressed conditions. Material and sustained shortfall in our
cash flow could create potential business continuity risk.
In order to control liquidity risk and for better working
capital management, Company has made arrangement
adequate level of OD facility for short term financing. The
Company’s Finance department regularly monitors the
cash position to ensure it has sufficient cash on-going
basis to meet operational needs. Any short-term surplus
cash generated by the operating entities, over and above
the amount required for working capital management and
other operational requirements, are retained as cash and
cash equivalents.



9. FairValue of Financial Assets and Liabilities
Financial Instrument

Recorded at fair value

The following is a description of how fair values are
determined for financial instruments that are recorded at
fair value using valuation techniques. These incorporate
the Company's estimates of assumption that a market
participants would make when valuing the instruments.
Financial Assets/ liabilities at amortized cost.

The table under hierarchy of fair value measurement
shows the carrying amounts and incorporates the
company's estimate of fair value of those financial assets
and liabilities not presented on the company's statement
of financial position at fair value. These fair values may
be different from the actual amount that will be received
or paid on the settlement or maturity of the financial
instruments.

Fair value of financial assets and liabilities

The following sets out the basis of establishing fair values
of amortized cost of financial instruments. These are

not generally traded and there is a significant level of

management judgment involved in calculating the fair value.

Other Financial Assets

These assets are generally with the residual maturity of
less than one year, the impact of discounted cash flows of
those assets with maturity period of more than one year
is insignificant. Therefore, the fair value of other assets
generally approximates the carrying amount.

Other Financial Liabilities

These liabilities are generally with the residual maturity
of less than one year, the impact of discounted cash flows
of those liabilities with maturity period of more than

one year is insignificant Therefore, the fair value of other
liabilities generally approximates the carrying amount.

10. Classification of Financial Assets and Financial
Liabilities

The Financial Assets has been classified into 3 board
categories as per NFRS 9 namely; Financial Assets at
amortized cost, Financial Assets at Fair Value through
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Profit and Loss Account and Financial Assets at Fair
through Other Comprehensive Income. Similarly, the
Financial Liabilities have been classified into two head i.e.,
Financial Liabilities at amortized cost and the Financial
Liabilities at Fair Value through Profit and Loss Account.

11. 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 judgment 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.

12. Events after reporting date

The company monitors and assess events that may have
potential impact to qualify as adjusting and/or non-
adjusting events after the end of the reporting period. All
adjusting events are adjusted in the books with additional
disclosures and non-adjusting material events are
discloses in the notes with possible financial impact to the
extent ascertainable.

mm Claim Date Received Date Received Amount from Insurance

1 Property Claim- Cascade HEP

2080.04.07

2080.04.29 440,000.00

Total

440,000.00
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Energy Generation Table

Upper Mai HEP (FY 2078-079) Upper Mai Cascade HEP (FY 2078-079)

Energy | Approved Energy Energy Generation (kWh) | Approved Energy by NEA(kWh)

Generation (kWh) by NEA(kWh)
3,863,877.68 3,863,877.87

Sharwan 2078 7,699,755.74 7,480,987.36
3,924,366.04 3,568,633.00

2 Bhadra 2078 7,433,975.61 6,535,555.00
3,782,097.75 3,568,633.00

3 Ashwin 2078 6,773,868.23 6,535,555.00
1,118,539.12 1,118,539.12

4 Kartik 2078 2,111,226.88 2,017,589.19

5 Mangsir 2078 253,828.93 253,828.93
1,561,444.69 1,561,444.69

6 Poush 2078 2,913,495.97 2,913,495.97
1,210,962.57 1,128,182.00

7 Magh 2078 2,194,008.58 2,194,008.58
803,773.38 803,773.38

8 Falgun 2078 1,716,917.74 1,716,917.74
790,110.55 790,110.55

9 Chaitra 2078 1,521,104.22 1,521,104.22
909,597.63 909,597.63

10 Baisakh 2079 1,890,723.42 1,890,723.42
1,637,076.94 1,637,076.94

1 Jestha 2079 2,915,493.82 2,915,493.82
3,388,334.57 3,388,334.57

12 Ashar 2079 5,705,324.32 5,705,324.32
22,990,180.92 22,338,202.75

Total 43,129,723.46 41,680,583.55

* Upper Mai HEP and Upper Mai Cascade HEP had been shutdown in Kartik & Mangsir due to Transmission Line Tower (T26) collapsed by

the land side.
Upper Mai HEP (FY 2079-080) Upper Mai Cascade HEP (FY 2079-080)
ﬂm
Generation (kWh) by NEA(kWh) 3,878,754.81 3,681,517.00
Sharwan 2079 7,385,625.65 6,980,338.00 3,906,835.30 3,749,246.00
2 Bhadra2079 7,337,822.14 7,247,207.00 3,803,771.67 3,568,633.00
3 Ashwin 2079 7,101,244.02 6,535,555.00 2.762,113.25 2,762,113.25
4 Kartik 2079 4,818,837.29 4,818,837.29 1717.379.01 1717379.01
5 Mangsir 2079 3,038,626.18 3,038,626.18 127411434 1,274,114.34
6 Poush 2079 2,360,841.56 2,360,841.56 922,789.28 922,789.28
7 Magh2079 1,799,788.59 1,799,788.59 744,616.06 744,616.06
8 Falgun2079 1,538,736.86 1,538,736.86 836,924.38 836,924.38
9 Chaitra 2079 1,589,009.45 1,589,009.45 696,038.43 696,038.43
10 Baisakh 2080 1,376,597.59 1,376,597.59 955,785.99 955,785.99
11 Jestha 2080 2,136,112.22 2,136,112.22 3,799,157.18 3,691,728.00
12 Ashar 2080 7,421,823.26 7,021,872.00 25,298,279.70 24,600,884.74
Total 47,905,064.81 46,443,521.74
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