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BOARD OF DIRECTORS

Prem Bahadur Shrestha
Chairman

More than 50 years of experience in industries and
business operations

Also has more than 10 years of experience in hydropower.
« Chairman of Panchakanya Group
« Chairman of Panchakanya Power Development Pvt. Ltd.

Dhurba Kumar Shrestha
Vice Chairman

Bachelor Graduate. More than 32 years of experience in
industries and business operations

+ Vice Chairman of Panchakanya Group

« Past president of Siddhartha Nagar Chamber of
Commerce and Industry

+ Past president of Western Regional Chamber of
Commerce and Industry.

Mr. Santosh Kumar Pradhan
Executive Director

M.Sc. in Electrical Engineering from Moscow Power
Engineering Institute, Russia

More than 38 years of experience in Power Sector of
Government Utility including Hydropower Development
in Private Sector

+ Former Board Director, Butwal Power Company Limited
« Former Director, Nepal Electricity Authority

Mr. Prakash Bista
Company Secretary
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PP PRADHAN & CO

INDEPENDENT AUDITOR’s REPORT

PP Pradhan & Co

Sanepa, Lalitpur, PO Box:3242
Kathmandu, Nepal

T: +977 15551126 E:info@pradhan.com

TO THE SHARE HOLDERS OF PANCHAKANYA MAI HYDROPOWER LIMITED

REPORT ON THE FINANCIAL STATEMENTS

We have audited the attached financial statements of
Panchakanya Mai Hydropower Limited, for the period from 1
Shrawan 2073 to 31 Ashad 2074 (16 July 2016 to 15 July 2074),
which comprises of the Balance Sheet as at 31Ashad 2074, Profit
& Loss Account, Cash Flow Statement, Statement of Changes

in Equity for the year then ended, Schedules forming part of
Financial Statements and Significant Accounting Policies and
Notes to Accounts.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

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

AUDITOR'’S RESPONSIBILITY

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

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, we consider internal control relevant to the entity’s
preparation and fair presentation of the financial statements

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 entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the
financial statements.

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

OPINION

In our opinion, except for the effect of the matter described in
the following paragraph, the attached financial statements give
a true and fair view of the financial position of Panchakanya Mai
Hydro Power Limited as at 31 Ashad, 2074 (15 July 2017) and of
its financial performance and cash flows for the year then ended
in accordance with Nepal Accounting Standards.

Included in asset is an amount of approximately NPR 30.80 million
which relates to cost of constructing a section of tunnel which was
damaged. Insurance claim payment for the damage was received
from the insurance company during the financial year. This claim
receipt has been recognized as other income in the Profit & Loss
account but the cost related to the damage is still shown under
assets and has not been written off to the Profit & Loss account.
Asset value is therefore overstated in the financial statements.

REPORT ON REQUIREMENTS AS PER COMPANIES ACT 2063

On the basis of our examination and according to explanations

given to us, we would like to further report that:

1. We have obtained all the information and explanations, which
were considered necessary for the purpose for our audit.

2. The books of accounts as required by the prevailing Law
have been maintained by the company.

3. The Balance Sheet, the Profit and Loss Account and Cash
Flow Statement have been prepared in accordance with
Nepal Accounting Standards and are in agreement with the
books of accounts maintained by the company.

4. We have not come across the cases where the directors or
any representative or any employee of the company has
acted against Law or caused any loss or damage to the
company or misappropriated any funds of the company.

5. We have no knowledge of accounting fraud committed by
the company.

6. The weaknesses in the company’s internal controls
and accounting system identified during audit have
been presented in the Management Letter with
recommendations.

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.

/ Auditor
'_)—.—_.Ef_‘_

Pratap P Pradhan
Principal

PP Pradhan & co
Chartered Accountants



I. BALANCE SHEET

As at 31 Ashad 2074 (15 July 2017)

I 7 T e

ASSETS

Non-Current Assets

PANCHAKANYA MAI HYDROPOWER LIMITED

(in NPR)

Property Plant & Equipment-UMHEP 4.1 2,193,902,478 -
Property Plant & Equipment-Other 4.1 7,644,934 17,460,189
Capital Work In Progress
UMHEP-12MW 42 - 2,026,705,006
UMCHEP -6.1MW 43 950,862,643 437,067,019
3,152,410,055 2,481,232,214
Current Assets
Commercial & Other Receivables 7 29,254,413 21,863,406
Cash & Bank 8 1,776,033 825,804
Advance & Deposits 9 134,948,863 273,523,081
165,979,309 296,212,291
Total Assets 3,318,389,364 2,777,444,505
Equity & Liabilities
Equity 901,965,916 732,701,790
Share Capital 1 880,000,000 727,500,000
Reserve & Surplus 2 21,965,916 5,201,790
901,965,916 732,701,790
Other Funds & Liabilities
Advance For Share Capital 3.1 - 10,000,000
Medium & Long Term Loan - -
Secured Loan 3.2 2,065,767,870 1,798,227,617
Unsecured Loan - -
2,065,767,870 1,808,227,617
Current Liabilities & Provisions
Current Liabilities and Payables
Commercial & Other Payables 10.1 67,632,415 44,407,091
Short Term Loan 10.2 282,687,880 192,003,972
Provisions 11 335,283 104,036
350,655,577 236,515,099
Total Liabilities 3,318,389,364 2,777,444,505

Prem Bahadur Shrestha
Chairman

Santosh Kumar Pradhan
Executive Director

Date: December 7,2018
Place: Kathmandu, Nepal

Dhurba Kumar Shrestha
Vice-Chairman

Dinesh Kumar Thapa
Finance Manager

Pratap Prasad Pradhan
PP Pradhan & Co

Chartered Accountants
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PANCHAKANYA MAI HYDROPOWER LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

For the year from 1 Shrawan 2073 to 31 Ashad 2074 (16 July 2016 to 15 July 2017)

Current Year Previous Year

NPR NPR

OPERATING INCOME

Electricity Sale to NEA -UMHEP 12 222,646,955 21,863,406
Total Operating Income 222,646,955 21,863,406
OPERATING EXPENSES

Power Plant Expenses - UMHEP 13 11,966,148 4,117,338
Total Operating Expenses 11,966,148 4,117,338
GROSS OPERATING PROFIT 210,680,808 17,746,068
ADMINISTRATIVE AND OTHER EXPENSES

Administrative Expenses 15 15,819,637 2,337,770

Interest on Loan 14 128,767,793 8,476,280

Depreciation 15 79,814,583 1,641,765

Loss on Sale of Assets 15 - 26,419
Total Administrative & Other Expenses 224,402,013 12,482,235
INCOME FROM OTHER SOURCES

Interest Income 24,615 39,884

Other Income 30,796,000 2,108
Foreign Currency Exchange Gain/ (Loss) - -
Gain on Sale of Assets - -

Total Income From Other Sources 30,820,615 41,992
PROFIT (LOSS) BEFORE EMPLOYEES BONUS & TAX 17,099,409 5,305,825
Provision for Employee's Bonus 335,283 104,036

Provision for Corporate Tax - -
Deferred Tax Expenses /(Income) - _

NET PROFIT (LOSS) BEFORE APPROPRIATION 16,764,126 5,201,790
APPROPRIATION
Last Year Balance 5,201,790 -
Profit /Loss for this year 16,764,126 5,201,790
Total 21,965,916 5,201,790

Less: Dividend Paid - -
Total Dividend - -
Last Years Adjustment - -

Balance Transferred to Balance Sheet 21,965,916 5,201,790
Prem Bahadur Shrestha Dhurba Kumar Shrestha

Chairman Vice-Chairman

Santosh Kumar Pradhan Dinesh Kumar Thapa Pratap Prasad Pradhan
Executive Director Finance Manager PP Pradhan & Co

Chartered Accountants

Date: December 7,2018
Place: Kathmandu, Nepal
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STATEMENT OF CASH FLOWS

For the year from 1 Shrawan 2073 to 31 Ashad 2074 (16 July 2016 to 15 July 2017)

PANCHAKANYA MAI HYDROPOWER LIMITED

CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year 16,764,126 5,201,790
Adjustments for:
Depreciation 79,814,583 1,641,765
Written Off of Assets - 26,419
Foreign Currency Exchange (Gain)/Loss - -
Interest Expenses - -
Interest Received - -
Dividend Received - -
Provision for Expenses - -
Expenses written off - -
Provisions - -
Loss on sale of Immoval assets - -
Other non cash expenses - -
Movements in working Capital - -
1. Decrease(increased) in current assets 131,183,212 (22,632,460)
2. Increase (Decrease) in current liabilities 23,456,571 9,199,382
Total Adjustments 234,454,365 (11,764,894)
NET CASH FLOWS FROM OPERATING ACTIVITIES 251,218,492 (6,563,104)

CASH FLOWS FROM / (USED IN) INVESTING ACTIVITIES
1) Interest/Dividend Received

1) Purchase / Capitalization of Property Plant & Equipments (2,263,901,806) (1,699,341)
2) Decrease/(Increase) in Project WIP 1,512,909,382  (844,836,270)
NET CASH FLOWS FROM INVESTING ACTIVITIES (750,992,424) (846,535,611)
CASH FLOWS FROM FINANCING ACTIVITIES - -
1) Increase/(Decreased) in Share Capital 152,500,000 266,000,000
2) Increase/(decrease) in Advance for Share Capital (10,000,000) (5,000,000)
3) Increased(Decreased) in Long Term Loan 267,540,254 437,277,845
4) Increase/(Decrease) in Short Term Loan 90,683,908 139,503,972
NET CASH FLOWS FROM FINANCING ACTIVITIES 500,724,162 837,781,817
Net Changes in Cash & Cash Equivalents (A+B+C) 950,229 (15,316,898)
Opening cash and bank balance 825,804 16,142,702
Closing Cash and Bank Balance 1,776,033 825,804

Prem Bahadur Shrestha Dhurba Kumar Shrestha
Chairman Vice-Chairman

Santosh Kumar Pradhan Dinesh Kumar Thapa
Executive Director Finance Manager

Date: December 7,2018
Place: Kathmandu, Nepal

Pratap Prasad Pradhan
PP Pradhan & Co
Chartered Accountants
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PANCHAKANYA MAI HYDROPOWER LIMITED

STATEMENT OF CHANGES IN EQUITY

As at 31st Ashad 2074 (15 July 2017 )

- Equity Share Capital

Balance as Ashad 32,2071 (July 16, 2014) 312,048,000
Changes in in Accounting Policy -
Restated balance 312,048,000

Surplus on Revaluation of properties -
Deficit on Revaluation of Investment -
Current Translation Difference -
Net gains and losses not recognized in the income statement -
Net Profit for period -

Dividend -
Issue of Share Capital 149,452,000
Balance as Ashad 31, 2072 (July 16, 2015) 461,500,000
Changes in in Accounting Policy -
Restated balance 461,500,000

Surplus on Revaluation of properties -
Deficit on Revaluation of Investment -
Current Translation Difference -
Net gains and losses not recognized in the income statement -
Net Profit for period -

Dividend -
Issue of Share Capital 266,000,000
Balance as Ashad 31, 2073 (July 15, 2016) 727,500,000
Changes in in Accounting Policy -

Restated balance 727,500,000
Surplus on Revaluation of properties -
Deficit on Revaluation of Investment -
Current Translation Difference -
Net gains and losses not recognined in the income statement -
Net Profit for period -

Dividend -
Issue of Share Capital 152,500,000
Balance as Ashad 31, 2074 (July 15, 2017) 880,000,000
Prem Bahadur Shrestha Dhurba Kumar Shrestha

Chairman Vice-Chairman

Santosh Kumar Pradhan Dinesh Kumar Thapa Pratap Prasad Pradhan
Executive Director Finance Manager

PP Pradhan & Co
Chartered Accountants

Date: December 7,2018
Place: Kathmandu, Nepal
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PANCHAKANYA MAI HYDROPOWER LIMITED

Schedules forming part of Financial Statements

Share Capital Schedule -1
e
NPR NPR
SHARE CAPITAL
AUTHORISED SHARE CAPITAL
Authorised Equity Share Capital 19,500,000 Shares of NPR 100 1,950,000,000 1,950,000,000
ISSUED SHARE CAPITAL
Issued Equity Share Capital 11,000,000 Shares of NPR 100 1,100,000,000 800,000,000
SUBSCRIBED SHARE CAPITAL - -
Subscribed Equity Share Capital 8,800,000 Shares of NPR 100 8,800,000,000 727,500,000
PAID UP SHARE CAPITAL - -
Paid Up Equity Share Capital 8,800,000 Shares of NPR 100 880,000,000 727,500,000
Total of Paid Up Share Capital 880,000,000 727,500,000
Less: Calls in Arrears - -
Total 880,000,000 727,500,000
General Reserve & Accumulated Profits Schedule- 2

Current Year Previous Year
NPR NPR

GENERAL RESERVES & SURPLUS

Reserve & Surplus upto Last FY 5,201,790 -
This Year Balance 16,764,126 5,201,790
Other Reserve - -
Total 21,965,916 5,201,790
Advance For Share Capital Schedule-3.1
NPR" NPR"

Prem Bahadur Shrestha - 10,000,000
Total - 10,000,000
Medium and Long Term Loan Schedule-3.2
NPR NPR

Term Loan - UMHEP 1,406,563,865 1,495,188,845
Term Loan - UM C HEP 659,204,005 376,488,772
Total 2,065,767,870 1,871,677,617
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DETAILS OF CAPITAL WORK IN PROGRESS (CWIP) : ASHAD END 2074

Schedule forming part of the financial statement

UMHEP-CWIP

Account Head

UMHEP-Project Development Cost (WIP)

Previous Year

NPR

Addition During

the Year
NPR

Reclassified During

the Year
NPR

Schedule 4.2

Current Year
NPR

UMHEP-Project Study, License & PPA-WIP 8,135,350 - (8,135,350) -
UMHEP-Survey, Engineering & Consultancy-WIP 8,552,776 - (8,552,776) -
UMHEP-Staff Cost 16,891,598 48,534 (16,940,132) -
UMHEP-Office Overhead 9,238,080 60 (9,238,140) -
UMHEP-TADA & Transportation WIP 4,815,467 - (4,815,467) -
UMHEP-Vehicle Operation WIP 9,734,402 - (9,734,402) -
UMHEP-Photo, Audio & Video WIP 53,917 - (53,917) -
UMHEP-Field Consumable WIP 887,062 - (887,062) -
UMHEP-Pre Operation Expenses 53,694,774 - (53,694,774) -
112,003,425 48,594 (112,052,019) -
UMHEP-IDC 371,270,784 - (371,270,784) -
UMHEP-Financing Fees & Charges 3,692,381 - (3,692,381) -
UMHEP-Bank Commission & Others 13,014,202 538,870 (13,553,072) -
UMHEP-Financing-consultancy fee and charges 4,339,728 696,984 (5,036,712) -
UMHEP-Financing Expenses & Charges 2,948 - (2,948) -
UMHEP-Interest on BGL & Other Interest 11,065,299 - (11,065,299) -
403,385,341 1,235,854 (404,621,195) -
UMHEP-Land Acquisitions (WIP)
Land Dev. & Acquisition-WIP 250,114 - (250,114) -
250,114 - (250,114) -
UMHEP-Infrastructure Development WIP
UMHEP-Camp, Shades, Stores & Temporary 339,406 - (339,406) -
Housing-WIP
UMHEP-Permanent Housing-WIP 32,825,630 - (32,825,630) -
UMHEP-Access Road-WIP 63,992,747 371,000 (64,363,747) -
97,157,783 371,000 (97,528,783) -
UMHEP-Power Plants Civil Works (WIP)
UMHEP-CIVIL-Consultancy fees & Charges-WIP 478,296 - (478,296) -
UMHEP-CIVIL-Engineering Design-WIP 12,048,664 - (12,048,664) -
UMHEP-CIVIL-Physical Model & Study-WIP 5,182,400 - (5,182,400) -
UMHEP-CIVIL-Construction Contracts-WIP 290,748,216 123,811,791 (414,560,007) -
UMHEP-CIVIL-Construction Mgmt & Supervision- 34,239,760 240,427 (34,480,187) -
WIP
UMHEP-CIVIL-Headworks Construction WIP 110,000 - (110,000) -
UMHEP-CIVIL-Waterway Construction WIP 98,900 239,365 (338,265) -
UMHEP-CIVIL-PowerHouse Construction WIP 7,545,877 - (7,545,877) -
350,452,114 124,291,583 (474,743,696) -
UMHEP-Power Plant Tunnel Works (WIP)
UMHEP-Tunnel-Consultancy Fee & Charges-WIP 395,500 - (395,500) -
UMHEP-Tunnel-Engineering Design-WIP 966,150 - (966,150) -
UMHEP-Tunnel-Construction Contracts-WIP 250,659,017 14,468,317 (265,127,335) -
UMHEP-Tunnel-Construction Mgmt & Supervi- 26,408,840 237,800 (26,646,640) -
sion-WIP
UMHEP-Tunnel-Bunker & Army Camp & Housing- 4,478,707 - (4,478,707) -
WIP
UMHEP-Tunnel-Explosives & Supply Manage- 31,776,734 - (31,776,734) -
ment-WIP
UMHEP-Tunnel-Supplies & Materials-WIP 66,893,491 - (66,893,491) -
UMHEP-Tunnel-Supporting Construction Works 1,069,963 - (1,069,963) -
382,648,403 14,706,117 (397,354,520) -
UMHEP-Power Plant Penstock & Hydro Mechanical (WIP)
UMHEP-HM-Engineering Design-WIP 599,350 - (599,350) -
UMHEP-HM-Construction Contracts-WIP 102,733,346 38,131,753 (140,865,099) -
UMHEP-HM-Construction Mgmt & Supervision- 9,136,572 150,000 (9,286,572) -

WIP
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UMHEP-HM-Construction Material & Supplies 85,549,057 - (85,549,057) -
198,018,325 38,281,753 (236,300,078) -
UMHEP-Power Plant Electro Mechanical (WIP)
UMHEP-EM-Construction Contracts-WIP 341,425,012 14,049,378 (355,474,390) -
UMHEP-EM-Construction Mgmt & Supervision- 7,575,118 - (7,575,118) -
WIP
349,000,129 14,049,378 (363,049,507) -

UMHEP- Construction Power -WIP
UMHEP-CP-11KV Transmision Line-WIP 8,339,403 - (8,339,403) -
UMHEP-CP-Distribution Line-WIP 41,239 - (41,239) -
UMHEP-CP-NEA, Electricity Purchased 9,770,380 - (9,770,380) -

18,151,023 - (18,151,023) -
UMHEP-Transmission Line & Sub Station (WIP)
UMHEP-SS-Construction Mgmt & Supervision- 1,500 - (1,500) -
WIP
UMHEP-TL-Charges & Development-WIP 1,226,134 - (1,226,134) -
UMHEP-TL-Survey, Design & Consultancy Fee 4,507,688 - (4,507,688) -
Exp-WIP
UMHEP-TL-Construction Contracts-WIP 86,716,062 33,444,454 (120,160,515) -
UMHEP-TL-Construction Mgmt & Supervision- 2,891,573 - (2,891,573) -
WIP

95,342,957 33,444,454 (128,787,410) -
UMHEP- Socio-Environment & Mitigation
(WIP)
UMHEP-Initial Environment Examination WIP 35,974 - (35,974) -
UMHEP-Mitigation Works 16,126,572 - (16,126,572) -
UMHEP-Donation and Social Related Exp-WIP 4,132,847 - (4,132,847) -

20,295,393 - (20,295,393) -
Total of UMHEP- CWIP 2,026,705,006 226,428,733 (2,253,133,739) -
UM'C'HEP-CWIP Schedule 4.3

Account Head

UM'C'HEP-Project Development Cost (WIP)

Previous Year
NPR

Additional During

the Year
NPR

Reclassified During

the Year

Current Year
NPR

UM'C'HEP-Study, License, & PPA Related Cost-WIP 4,678,771 141,250 - 4,820,021
UM'C'HEP-Survey, Engineering & Consultancy- 8,408,432 963,325 - 9,371,757
WIP
UM'C'HEP-Staff Cost-Indirect-WIP 5,072,175 10,109,067 - 15,181,242
UM'C'HEP-Office Overhead-WIP 3,714,749 10,009,798 - 13,724,548
UM'C'HEP-TA/DA & Transportation cost-WIP 2,163,532 1,986,753 - 4,150,285
UM'C'HEP-Vehicle Operation-WIP 2,622,758 2,826,472 - 5,449,229
26,660,418 26,036,664 - 52,697,082
UM'C'HEP-IDC, Financing & Fees-WIP
UM'C'HEP-IDC-WIP 13,974,877 49,527,540 - 63,502,417
UM'C'HEP-Financing Fees-WIP 3,581,228 - - 3,581,228
UM'C'HEP-Bank Commission & Charges-WIP 2,809,216 16,077,495 - 18,886,712
UM'C'HEP-Financial Consultancy Charges, Fees 1,520,980 655,965 - 2,176,945
& Exp.
21,886,302 66,261,000 - 88,147,302
UM'C'HEP-Land Acquisitions (WIP)
UM'C'HEP-Land Dev. & Acquisition-WIP 2,200,581 1,507,500 - 3,708,081
2,200,581 1,507,500 - 3,708,081
UM'C'HEP-Infrastructure Development WIP
UM'C'HEP-Camp & Temporary Housing-WIP 343,017 75,864 - 418,881
UM'C'HEP-Permanent Housing-WIP - 3,265,024 - 3,265,024
UM'C'HEP-Access Roads-WIP 24,904,784 15,520,870 - 40,425,654
UM'C'HEP-Shades & Stores-WIP 261,450 - - 261,450
25,509,251 18,861,758 - 44,371,010
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UM'C'HEP-Power Plants Civil Works (WIP)

UM'C'HEP-CIVIL-Construction Contracts-WIP 15,871,403 209,173,627 - 225,045,030
UM'C'HEP-CIVIL-Construction Mgt. & Supervision- 5,223,080 12,030,692 - 17,253,772
WIP
UM'C'HEP-CIVIL-HeadWorks-WIP - 22,300 - 22,300
UM'C'HEP-CIVIL-Waterways-WIP - 1,838,549 - 1,838,549
UM'C'HEP-CIVIL-PowerHouses-WIP - 2,675,606 - 2,675,606
21,094,483 225,740,774 - 246,835,256
UM'C'HEP-Power Plant Tunnel Works (WIP)
UM'C'HEP-TUNNEL-Construction Contracts-WIP 54,690,289 78,118,217 - 132,808,506
UM'C'HEP-TUNNEL-Construction Mgt. & 7,609,210 7,542,628 - 15,151,838
Supervision-WI
62,299,499 85,660,845 - 147,960,344
UM'C'HEP-Power Plant Penstock & Hydro
Mechanical (WIP)
UM'C'HEP-HM-Construction Contrscts-WIP 79,313,249 14,729,326 - 94,042,575
UM'C'HEP-HM-Construction Mgt. & Supervision 2,706,256 4,303,670 - 7,009,926
-WIP
82,019,505 19,032,996 - 101,052,501
UM'C'HEP-Power Plant Electro Mechanical
(WIP)
UM'C'HEP-EM-Construction Contracts-WIP 129,685,847 46,827,291 - 176,513,138
UM'C'HEP-EM-Construction Mgt. Supervision-WIP 1,571,878 2,155,327 - 3,727,206
131,257,725 48,982,619 - 180,240,344
UM'C'HEP-Construction Power
UM'C'HEP-CP-Disel & Other Lubricants -WIP 4,085,358 6,775,657 - 10,861,015
UM'C'HEP-CP-Distribution Line-WIP 2,534,934 149,766 - 2,684,700
6,620,291 6,925,423 - 13,545,715
UM'C'HEP-Transmission Line & Sub Station
(WIP)
UM'C'HEP-TL-Survey & Engineering Design-WIP 91,750 - - 91,750
UM'C'HEP-TL-Construction Contracts-WIP 34,300,216 1,227,000 - 35,527,216
UM'C'HEP-TL-Construction Mgt. & Supervision- 11,443,898 1,503,264 - 12,947,162
WIP
45,835,864 2,730,264 - 48,566,128
UMHEP- Socio-Environment & Mitigation
(WIP)
UM'C'HEP-Initial Environment Examination(IEE)- 300,000 - - 300,000
WIP
UM'C'HEP-Mitigation Related Expenses-WIP 9,147,880 11,815,280 - 20,963,160
UM'C'HEP-Donation Related Expenses-WIP 2,235,220 240,500 - 2,475,720
11,683,100 12,055,780 - 23,738,880
Total of UM'C'HEP- CWIP 437,067,019 513,795,624 - 950,862,643
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Schedules forming part of Financial Statements

Financial Year 2073/74
Commercial and Other Receivables Schedule-7
Current Year Previous Year
NPR NPR
Nepal Electricity Authority (NEA) 29,254,413 21,863,406
29,254,413 21,863,406

Cash & Bank Balances Schedule-8

Current Year Previous Year
NPR NPR
BANK
Nepal Investment Bank Ltd Current A/C 004 8163300 32,831 32,831
Nabil Bank Ltd. Current 010101 7500 819 - -
Sunrise Bank Ltd. llam Current 012 012 0000 8 Oc 474,708 480,859
NMB Bank Lts. Current-00100001941A 102,897 102,897
NABIL Bank Ltd. Kantipath Call & Current 0106017500107 5,744 -
Global Bank Ltd. HO Current 010 10 0006550 876,970 3,217
Sunrise Bank Ltd. HO Current 002 014 600 c 5,000 5,000
NMB - NMB Bank Ltd. - 066003003416790001 10,000 39,650
Nabil Bank Ltd. (UMHEP-C)-970101017500065 - -
EBL - Everest Bank Ltd. 00110105200001 9,303 1,571
NBL - Nepal Bank Ltd.- 22556000002 139,582 59,842
Nabil Revenue Acc# 9701017500072 - UMHEP -
Total of Bank 1,657,035 725,866
CASH
Cash HO 46,494 18,940
Cash SO 72,504 80,998
Total of Cash 118,998 99,938
Total of Bank & Cash 1,776,033 825,804
Advances & Deposits Schedule-9
Particulars Current Year Previous Year
NPR NPR
Advance to Staffs (Office Purpose) 200,112 1,344,662
Advance to Consultant & Contractors 113,538,689 259,924,254
Advance to Land Owner for Land Purchase 2,388,444 1,765,656
MVHPL-Advance to Sundry Creditors 250,000 -
Advance to Material Supplier 6,073,799 1,823,799
MVHPL-Prepaid Exp 5,580,828 4,940,125
Advance Tax 75,710 75,710
Deposits & Margins 6,841,281 3,648,875
Total 134,948,863 273,523,081
Current liabilities and Schedule-10.1
Particulars Current Year Previous Year
NPR NPR
MVHPL-Sundry Creditors 2,608,931 4,117,338
Audit Fee Payable 139,375 139,375
Liabilities to Employee 605,264 605,264
Other Miscellaneous Payables - 257,770
Payable to Material Supplier - 497,250
Payables to Consultants & Contractors 2,510,775 2,129,262
Provident Fund Payable (CIT) 1,294,165 -
MVHPL-Liabilities to Baord Directors & Members 4,984,862 -
Retention Money Payable 50,709,398 33,435,529
Salary Payable 2,275,134 253,837
TDS Payable 2,504,512 2,971,467
Total 67,632,415 44,407,091
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Short Term borrowing Schedule-10.2
Particulars Current Year Previous Year
NPR NPR
Advance & Loans From ShareHolders 42,500,000 -
Bridge Gap Loan - 96,000,000
Short Term Loan 220,000,000 -
Working Capital Loan 19,952,880 19,462,421
Term Loan -Upper Mai 12WM repayable within a year - 73,450,000
Nabil Bank Ltd. Current 010101 7500 819 -OD 42,750 3,091,551
Nabil Bank Ltd. (UMHEP-C)-970101017500065-0D 192,250 -
Total 282,687,880 192,003,972
Provisions Schedule-11
NPR NPR
Provision for expenses 335,283 104,036
Total 335,283 104,036
Electricity Sale - UMHEP Schedule-12
NPR NPR
Electricity Sale to Nepal Electricity Authority 222,646,955 21,863,406
Total 222,646,955 21,863,406
Power Plant Generation Expenses - UMHEP Schedule-13
Particulars Current Year Previous Year
NPR NPR
Electricity Purchased from NEA 68,189 5,040
Royalties 5,572,938 512,784
Fines & Penalties 3,974,880 3,599,514
Power Plant Operation & Maintinance 1,938,018 -
Transmission Line & Substation Repair & Maintinance 412,122 -
Total 11,966,148 4,117,338
Interest Expenses Schedule 14
Account Head Current Year Previous Year
NPR NPR
Interest on Long Term Loan -UMHEP 125,293,416 8,474,670
Interest on Working Capital Loan - UMHEP 3,474,378 1,610
Total Interest Expenses 128,767,793 8,476,280
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Adminstrative Expenses Schedule 15
Account Head Current Year Previous Year
NPR NPR
UMHEP ADMINSTRATIVE EXPENSES
Staff Cost 5,495,615 291,200
Office Overhead 319,764 -
Vehicle Operation & Maintinance - -
Insurance 5,017,852 54,738
Power Plant Repair & Maintinance - -
Enviromental, Community & Mitigation - -
10,833,231 345,938
Other Administrative Expenses
MVHPL- Salary 2,371,814 610,838
MVHPL- Staff Insurance 96,289 -
MVHPL- Dashain Allowances 2,000 -
MVHPL-Rent 419,848 -
MVHPL-Electricity & water 35,633 28,231
MVHPL-House Keeping 1,733 32,446
MVHPL-Office Supplies, Equipment & Tools 2,533 23,181
MVHPL-Repair & Maintenance - 3,490
MVHPL-Computer, Printer, & Photocopy Exp 35,984 19,002
MVHPL-Stationary, Printing, copy & Binding exp 69,739 13,940
MVHPL-Communication Related Exp 143,754 37,595
MVHPL-Postage & Charges - 5,675
MVHPL-Advertisement, Publicity & Notice Exp 86,977 -
MVHPL-Books News Paper & Magazines 13,850 -
MVHPL-Gift & Donation 125,200 5,000
MVHPL-Membership & Renewal Fee & Exp 20,000 -
MVHPL-Transportation (Localconvience) & Taxes 71,446 32,110
MVHPL-Office Meeting Exp 1,545 -
MVHPL-Staff Refreshment Exp 86,689 48,187
MVHPL-Guest Entertainment Exp 107,784 103,542
MVHPL-Bank Charges, Mgt fee & Other Charges 317,266 1,100
MVHPL-Audit Fee & Exp 141,250 141,250
MVHPL-Board Meeting Fee & Exp 119,333 -
MVHPL-Rates, Taxes, Legal Fee & Exp 359,987 886,246
MVHPL- IPO Expenses 355,750
4,986,406 1,991,832
MVHPL-Depreciation Exp 79,814,583 1,641,765
Disposal Of Assets - Loss - 26,419
Total of Adminstrative Expenses 95,634,220 4,005,954
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PANCHAKANYA MAI HYDROPOWER LIMITED

Significant Accounting Policies and Notes to Accounts

For Financial Year 2073/074 (2016/17)

1. General Information
Panchakanya Mai Hydro Power Public Limited (PMHPL),
previously known as Mai Valley Hydropower Private
Limited, was established on 16 Magh 2059 as East
Nepal Development Endeavour Private Limited under
Companies Act with the objectives of:
a) Developing the infrastructure for production of
electricity in different capacities,
b) Distributing power produced throughout the country,
¢) Importing and exporting foreign equipment
and hydro-power related equipment including
management of technical manpower and others.
The Company has currently undertaken two Projects,
Upper Mai Hydroelectric Project (12 MW) and Upper Mai
‘C’ (cascade) Hydroelectric Project (6.1MW) located at
Mabu and Sulubung VDCs of lllam, east of Nepal.

Among two projects, Upper Mai Hydro Electricity Project
with capacity of 12 MW has obtained license from DoED
on 03 Bhadra 2067 which is effective from 23 Shrawan
2067 to 22 Shrawan 2102. Total capacity of the project has
been revised from 9.98 MW to 12 MW on 01 Bhadra 2073.
Power Purchase Agreement for the same has been entered
on 13 Shrawan 2068. The project came into commercial
operation on 09 Ashad 2074.

The other project, Upper Mai‘C; with the initial installed
capacity of 5.1 MW has been extended to 6.1 MW duly
approved from DoED on 04 Ashwin 2066. Generation
license of the project has been obtained from DoED on
26 Ashad 2070 with effective from 21 Ashad 2070 with
validity date till 20 Ashad 2105. The project came into

commercial operation from 09 Shrawan 2074.

2. Significant Accounting Policies

2.1 Basis of accounting and presentation
Except otherwise stated hereinafter, the financial
statements are prepared in accordance with Nepal
Accounting Standards.

2.2 Fixed Assets

2.2.1 Fixed assets are reflected at historical cost.

2.2.2 Depreciation on Upper Mai HEP Project Assets has
been calculated under Straight Line Method (SLM)
up to the Project Generation License Period.

2.2.3 Depreciation on other fixed assets has been
considered under Written down Value (WDV)
methods prescribed by Income Tax Act 2058 BS.
These rates are not consistent with the provisions
of Nepal Accounting Standards (NAS).

2.2.4 Fixed assets are categorized as per the nature

and durability of items purchased, irrespective of

value (in some cases very insignificant values are

accounted as fixed assets as well). Fixed Assets,

UMHEP-132KV Transmission Line Land amounting

NRs 2,804,747, UMHEP Land amounting "NPR

5,727,387 and UMHEP Construction Equipment’s

and Tools amounting NPR 1,165,420 previously

shown under Property Plant & Equipment - Other,
has been re- categorized and shown under

Property Plant & Equipment-UMHEP during this

Fiscal Year.

2.2,5 Cost of fixed assets has been determined by

including purchase price and all costs incidental

to bring the asset to usable condition in line with

Nepal Accounting Standards (NAS).

2.3 C(apital Work in Process (CWIP)

The Company has categorized capital expenditures under
Capital Work in Progress (CWIP) under different categories.
The Company has the policy to include all project
Overhead costs, direct or indirect, as part of the capital
assets. Indirect overhead cost is allocated to different
capital items proportionately on the basis of their cost.

2.3.1 CAPITALIZATION OF WIP FOR UPPER MAI (12MW)
PROJECT

The commercial operation of Upper Mai (12 MW) project
had started on 9 Ashad 2073 but the company has
capitalized the Upper Mai WIP as on 29.09.2073 and
depreciation on the same capitalized assets has been
calculated as per SLM basis and charged during the
Financial Year 2073-74 accordingly.

2.3.2 PRE-OPERATING COSTS-UMHEP

Pre-operating cost incurred under CWIP-UMHEP
amounting to NPR 53,694,774 appearing under ‘UMHEP-
Project Development WIP” has been capitalized during the
Fiscal Year. These expenses are of administrative in nature.
The management is of the opinion that the expenses are
directly related to project development and would not
have been incurred if the project development had not
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been started, hence they have been presented under
CWIP. Nepal Accounting Standards (NAS 6, paragraph 19d)
states that administration and general overhead cannot
be included in cost of asset. However the management of
the Company believes that as these costs would not have
been incurred in the absence of the project, these costs
are directly related to project development.

2.4 Revenue Recognition
Revenue of Upper Mai Hydroelectric Project for the year
ended 31 Ashad 2074 is

NPR 222,646,955. Revenue has been booked from 1
Shrawan 2073 and depreciation has been charged for

the period from 1 Shrawan, 2073 to 31 Ashad, 2074
although the capitalization of the cost associated with

the revenue was done on 29 Poush, 2073. Company had
claimed the total chargeable contract energy of Upper Mai
Hydroelectric Project with the new rate of NPR 4.80 per
KWh for Wet Season & 8.40 per KWh for Dry Season but
NEA has calculated the revenue using old rate of NPR 3.90
per KWh in Wet Season & NPR 5.52 per KWh for Dry Season
for energy up to 3.TMW.The company is in the process of
negotiation for new PPA rates for 3.1MW too.

2.5 OtherIncome

Insurance claim of NPR 30,796,000 received during the
year has been recorded as other income. However, the
cost related to the claim received has not be written

off from the total cost of asset under UMHEP. The
management is of the opinion that the claim amount does
not diminish the value of assets.

2.6 Recurring Inventory

Recurring inventory such as stationery, fuel etc. has been
expensed off at the time of procurement as per general
practice of the Company.

3. Explanatory Notes to Accounts

3.1 Share capital

Authorized capital of the company has been increased to
NPR 1,950 million with issued capital of NPR 1,100 million
duly approved from the Office of Company Registrar (CRO)
on 30 Ashad 2074. The paid up capital is NPR 880 million
on 30 Ashad 2074.

3.2 Borrowing

Company has availed total loan of NPR 2,065,801,683 as
on 31 Ashad 2074 out of which loan of NPR 1,406,599,311
is the Term Loan for Upper Mai Hydroelectric Project (12
MW) from the Consortium Bank (Lead Bank: Nabil Bank
Limited and Member Banks: Global IME Bank Limited,
Everest Bank Limited, Nepal Bank Limited and NMB Bank
Limited as member banks) and loan of NPR 659,202,372
is the Term Loan for Upper Mai C Hydroelectric Project
(5.1MW) from Consortium Banks (Lead Bank: Nabil Bank
Limited Member Banks: Everest Bank Limited, Global IME
Bank Limited, Nepal Bank Ltd.).

Moreover, the company has borrowed a loan amount of
NRs 42,500,000 from the Chairman of the company.

3.3 Shareholders

The number of shareholders has been increased from 3 to
13 which were duly approved from the Office of Company
Registrar (CRO) on 24 Bhadra 2073. The major shareholder
is Panchakanya Power Development Private Limited with a

holding of 49.03%.

3.4 Related Party Transaction
There has been no related party transaction during
Financial Year 2073-74.

3.5 Project development cost

Project development cost included in expenditure not
written off for Upper Mai and Upper Mai “C" has been
shown under the head UMHEP-CWIP& UM'C'HEP-CWIP
respectively, accordingly previous year’s figures has been
regrouped.

3.6 Commercial Date of operation

Upper Mai Hydroelectric Project of Company has come
into commercial operation from 09 Ashad 2073 and the
Upper Mai C Hydroelectric Project of Company has come
into commercial operation from 09 Shrawan 2074.

3.7 Subsequent Event
No significant event has happened after Balance Sheet
date that requires disclosure.



3.8 Penalty Amount

NEA has calculated total penalty amount of NPR 3,974,880
for Upper Mai Hydroelectric Project due to the shortfall

in the production of contracted amount of energy for the
month of Jestha 2074.

3.9 Receivables

Management has considered all commercials and other
receivables and advance and deposits as good requiring
no provisioning.

3.10 Legal Case

As per the PPA, the Required Commercial Operation Date
(ROCD) of the Upper Mai C Hydroelectric Project is 12
Chaitra 2071. As per clause 38.15 of the PPA, if PMHPL
fails to achieve 50% physical progress at site within the
ROCD, the performance guarantee of Rs. 3,060,000 will

be invoked. NEA, vide its letter dated 09 Poush 2072,

has invoked the guarantee claiming and demanding
encashment of the same. PMHPL applied to the Appellate

PANCHAKANYA MAI HYDROPOWER LIMITED

Court against the decision of NEA on 09 Mangsir 2072. The
Appellate court issued stay order in first hearing and later
decided in favor of NEA on 22 Mangsir 2072. Later, PMHPL
appealed in the Supreme Court against the decision of
the Appellate Court on 23 Mangsir 2072. The Supreme
Court issued a stay order to the Appellate Court to again
review the decision. This decision was done in favor of
Panchakanya Mai Hydro on 25 Kartik 2073 from Appellate
court and company is in the process for cancelling the
Performance Guarantee.

3.11 Contingent Liabilities

No contingent liability exists at the year end.

3.12 Regrouping of figures in Financials
Previous year’s figures are regrouped or rearranged
wherever necessary.

3.13 Rounding off figures

Figures are rounded off to the nearest rupee.
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Sanepa, Lalitpur, PO Box:3242
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PP PRADHAN & CO

CHARTERED ACCOUNTANTS

INDEPENDENT AUDITOR’s REPORT

TO THE SHARE HOLDERS OF PANCHAKANYA MAI HYDROPOWER LIMITED

QUALIFIED OPINION

We have audited the attached financial statements of
Panchakanya Mai Hydropower Limited, for the period from 1
Shrawan 2074 to 32 Ashad 2075 (16 July 2017 to 16 July 2018),
which comprises of the Balance Sheet as at 32 Ashad 2075, Profit
& Loss Account, Cash Flow Statement, Statement of Changes

in Equity for the year then ended, Schedules forming part of
Financial Statements and Significant Accounting Policies and
Notes to Accounts.

In our opinion, except for the possible effects of the matter
described in the Basis for Qualified Opinion section of our
report, the accompanying financial statements give a true and
fair view of the financial performance of Panchakanya Mai
Hydropower Limited as at 32 Asadh 2075 (16 July 2018) and of
its financial performance and cash flows for the year then ended
in accordance with Nepal Accounting Standards

BASIS FOR QUALIFIED OPINION

Included in asset is an amount of approximately NPR 30.80
million which relates to cost of constructing a section of tunnel
which was damaged in last fiscal year 73/74. Insurance claim
payment for the damage was received from the insurance
company during the fiscal year 73/74.This claim receipt was
recognized as other income in the Profit & Loss account in FY
73/74 but the cost related to the damage was shown under
assets and had not been written off to Profit & Loss account.
The opening balance of asset value in this regards is therefore
overstated in the financial statement.

Further, the Institute of Chartered Accountants of Nepal
(ICAN) changed the applicable financial reporting framework
for all other listed companies or all other entities not defined
as SMEs (Small and Medium Enterprises) to Nepal Financial
Reporting Standards (NFRS) from Nepal Accounting Standards
(NAS) effective from financial year 2073/74 (2016/17) onwards.
However, Panchakanya Mai Hydropower Limited has prepared
accompanying financial statement in accordance with NAS.
Please refer to notes to accounts 2.1 Basis of accounting and
presentation.

RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH
GOVERNANCE FORTHE FINANCIAL STATEMENT

Management of the company is responsible for the preparation
and fair presentation of these financial statements in accordance
with Nepal Accounting Standards. This responsibility includes:

designing, implementing and maintaining internal control
relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are
reasonable in the circumstances.

AUDITOR'’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL
STATEMENT

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

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control
relevant to the entity’s preparation and fair presentation of

the financial statements 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
entity’s internal control. An audit also includes evaluating

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

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

REPORT ON REQUIREMENTS AS PER COMPANIES ACT 2063

On the basis of our examination and according to explanations

given to us, we would like to further report that:

1. We have obtained all the information and explanations, which
were considered necessary for the purpose for our audit.

2. The books of accounts as required by the prevailing Law
have been maintained by the company.

3. The Balance Sheet, the Profit and Loss Account and Cash
Flow Statement have been prepared in accordance with
Nepal Accounting Standards. the Institute of Chartered
Accountants of Nepal (ICAN) changed the applicable



financial reporting framework for all other listed
companies or all other entities not defined as SMEs
(Small and Medium Enterprises) to Nepal Financial
Reporting Standards (NFRS) from Nepal Accounting
Standards (NAS) effective from financial year 2073/74
(2016/17) onwards. However, Panchakanya Mai
Hydropower Limited has prepared accompanying
financial statement in accordance with NAS. Please
refer to notes to accounts 2.1 Basis of accounting and
presentation.

We have not come across the cases where the
directors or any representative or any employee of the
company has acted against Law or caused any loss

or damage to the company or misappropriated any
funds of the company.

PANCHAKANYA MAI HYDROPOWER LIMITED

5. We have no knowledge of accounting fraud
committed by the company.

6. The weaknesses in the company’s internal controls
and accounting system identified during audit have
been presented in the Management Letter with
recommendations.

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.

Auditor

o

Pratap P Pradhan
Principal

PP Pradhan & co
Chartered Accountants

Date: 13 January 2019
Place: Kathmandu
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I. BALANCE SHEET

AAs at 32 Ashad 2075 (16 July 2018)

ASSETS
Non-Current Assets

(in NPR)

Property Plant & Equipment-UMHEP 4.1 2,115,667,780 2,193,902,478
Property Plant & Equipment-UMCHEP 4.1 1,160,821,147 -
Property Plant & Equipment-Other 4.1 4,236,892 7,644,934
Capital-wIP UMHEP-12MW - -
UMCHEP -6.TMW 4.2 - 950,862,643
3,280,725,819 3,152,410,055
Current Assets
Commercial & Other Receivables 5 49,766,638 29,254,413
Cash & Bank 6 13,342,089 1,776,033
Advance & Deposits 7 12,961,965 134,948,863
76,070,692 165,979,309
Total Assets 3,356,796,511 3,318,389,364
Equity & Liabilities 910,481,626 901,965,916
Share Capital 1 995,500,000 880,000,000
Reserve & Surplus 2 (85,018,374) 21,965,916
910,481,626 901,965,916
Other Funds & Liabilities
Advance For Share Capital 3.1 - -
Deferred Income 3.2 29,238,579 -
Deferred Tax 33 47,769,774
Medium & Long Term Loan - -
Secured Loan 3.4 1,969,949,247 2,065,767,870
Unsecured Loan - -
2,046,957,600 2,065,767,870
Current Liabilities & Provisions
Current Liabilities and Payables
Commercial & Other Payables 8.1 47,692,437 67,632,415
Short Term Loan 8.2 351,140,750 282,687,880
Provisions 9 - 335,283
Current Tax 10 524,098 -
399,357,286 350,655,577
Total Liabilities 3,356,796,511 3,318,389,364
Prem Bahadur Shrestha Dhurba Kumar Shrestha
Chairman Vice-Chairman
Santosh Kumar Pradhan Dinesh Kumar Thapa Pratap Prasad Pradhan
Executive Director Finance Manager PP Pradhan & Co
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PANCHAKANYA MAI HYDROPOWER LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

For the year from 1 Shrawan 2074 to 32 Ashad 2075 (16 July 2017 to 16 July 2018)

OPERATING INCOME

Current Year

NPR

Previous Year
NPR

Electricity Sale to NEA -UMHEP 11 233,790,023 222,646,955
Electricity Sale to NEA -UMCHEP 12 131,667,767 -
Total Operating Income 365,457,791 222,646,955
OPERATING EXPENSES
Power Plant Expenses - UMHEP 13 8,202,276 11,966,148
Power Plant Expenses - UMCHEP 14 15,350,721 -
Total Operating Expenses 23,552,997 11,966,148
GROSS OPERATING PROFIT 341,904,794 210,680,808
ADMINISTRATIVE AND OTHER EXPENSES
Administrative Expenses 16 50,584,130 15,819,637
Interest on Loan 15 232,207,013 128,767,793
Depreciation 16 119,900,462 79,814,583
Loss on Sale of Assets 16 - -
Total Administrative & Other Expenses 402,691,605 224,402,013
INCOME FROM OTHER SOURCES
Interest Income - 24,615
Other Income 1,218,274 30,796,000
Foreign Currency Exchange Gain/ - -
(Loss)
Gain on Sale of Assets 878,120 -
Total Income From Other Sources 2,096,394 30,820,615
PROFIT (LOSS) BEFORE EMPLOYEES BONUS & TAX (58,690,417) 17,099,409
Provision for Employee's Bonus - 335,283
Provision for Corporate Tax 524,098.48 -
Deferred Tax Expenses /(Income) 47,769,774 -
NET PROFIT (LOSS) BEFORE APPROPRIATION (106,984,290) 16,764,126
APPROPRIATION
Last Year Balance 21,965,916 5,201,790
Profit /Loss for this year (106,984,290) 16,764,126
Total (85,018,374) 21,965,916
Less: Dividend Paid - -
Total Dividend - -
Last Years Adjustment - -
Balance Transferred to Balance Sheet (85,018,374) 21,965,916
Prem Bahadur Shrestha Dhurba Kumar Shrestha
Chairman Vice-Chairman
Santosh Kumar Pradhan Dinesh Kumar Thapa Pratap Prasad Pradhan
Executive Director Finance Manager PP Pradhan & Co

Chartered Accountants
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STATEMENT OF CASH FLOWS

For the year from 1 Shrawan 2074 to 32 Ashad 2075 (16 July 2017 to 16 July 2018)

CASH FLOWS FROM OPERATING ACTIVITIES

(in NPR)

Current Year Previous Year
NPR NPR

Profit (Loss) before Bonus and Tax (58,690,417) 16,764,126
Adjustments for:

Depreciation 119,900,462 79,814,583
Written Off of Assets 776,389 -
Foreign Currency Exchange (Gain)/Loss - -
Interest Expenses - -
Interest Received - -
Dividend Received - -
Provision for Expenses - -
Expenses written off - -
Provisions - -
Loss on sale of Immoval assets - -
Other non cash expenses - -
Profit On Sale of Assets (878,120)

Rental Income From Transmission Line (1,218,274)

Movements in working Capital

1. Decrease(increased) in current assets 101,474,672 131,183,212
2. Increase (Decrease) in current liabilities (19,818,407) 23,456,571
Total Adjustments 200,236,722 234,454,366
Net cash flow from operating Activities (A) 141,546,305 251,218,492

CASH FLOWS FROM INVESTING ACTIVITIES
1) Interest/Dividend Received
2) Purchase / Capitalization of Property Plant & Equipments

(1,201,874,082)

(2,263,901,806)

3) Decrease/(Increase) in Project WIP 950,862,643 1,512,909,382
4) Increase in Projct WIP (Cost of penstock Pipe Impaired after Landslide) (4,258,057) -
5) Insurance claim received on damage of Penstock Pipe 4,005,000 -
6) Rental income from Transmission line 30,000,000 -
7) Sale of asset 3,150,000 -
NET CASH FLOWS FROM INVESTING ACTIVITIES (218,114,496) (750,992,424)
CASH FLOWS FROM FINANCING ACTIVITIES
1) Increase/(Decreased) in Share Capital 115,500,000 152,500,000
2) Increase/(decrease) in Advance for Share Capital - (10,000,000)
3) Increased(Decreased) in Long Term Loan (95,818,624) 267,540,254
4) Increase/(Decrease) in Short Term Loan 68,452,870 90,683,908
Net Cash Flow from financial activities (C) 88,134,247 500,724,162
Net Changes in Cash & Cash Equivalents (A+B+C) 11,566,056 950,230
Opening cash and bank balance 1,776,034 825,804
Closing Cash and Bank Balance 13,342,089 1,776,034

Prem Bahadur Shrestha Dhurba Kumar Shrestha
Chairman Vice-Chairman

Santosh Kumar Pradhan
Executive Director

Dinesh Kumar Thapa
Finance Manager
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STATEMENT OF CHANGES IN EQUITY

For the year ended 32 Ashad 2075 (16 July 2018) (in NPR)
| Equity Share Capital
Balance as Ashad 31, 2072 (July 16, 2015) 461,500,000
Changes in in Accounting Policy -

Restated balance 461,500,000
Surplus on Revaluation of properties -
Deficit on Revaluation of Investment -
Current Translation Difference -
Net gains and losses not recognized in the income statement -

Net Profit for period -
Dividend -
Issue of Share Capital 266,000,000
Balance as Ashad 31, 2073 (July 15, 2016) 727,500,000
Changes in in Accounting Policy -

Restated balance 727,500,000
Surplus on Revaluation of properties -
Deficit on Revaluation of Investment -
Current Translation Difference -
Net gains and losses not recognized in the income statement -

Net Profit for period -
Dividend -
Issue of Share Capital 152,500,000
Balance as Ashad 31, 2074 (July 15, 2017) 880,000,000
Changes in in Accounting Policy -
Restated balance 880,000,000

Surplus on Revaluation of properties -
Deficit on Revaluation of Investment -
Current Translation Difference -
Net gains and losses not recognined in the income statement -
Net Profit for period -

Dividend -
Issue of Share Capital/IPO Local 115,500,000
Balance as Asadh 32, 2075 (July 16, 2018) 995,500,000
Prem Bahadur Shrestha Dhurba Kumar Shrestha

Chairman Vice-Chairman

Santosh Kumar Pradhan Dinesh Kumar Thapa Pratap Prasad Pradhan
Executive Director Finance Manager PP Pradhan & Co

Chartered Accountants
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Schedules forming part of Financial Statements

Share Capital Schedule -1
e N
NPR NPR
SHARE CAPITAL
AUTHORISED SHARE CAPITAL
Authorised Equity Share Capital 19,500,000 Shares of NPR 100 1,950,000,000 1,950,000,000
ISSUED SHARE CAPITAL
Issued Equity Share Capital 11,000,000 Shares of NPR 100 1,100,000,000 1,100,000,000
SUBSCRIBED SHARE CAPITAL - -
Subscribed Equity Share Capital 11,000,000 Shares of NPR 100 1,100,000,000 880,000,000
PAID UP SHARE CAPITAL - -
Paid Up Equity Share Capital9,955,000 Shares of NPR 100 995,500,000 880,000,000
Total of Paid Up Share Capital 995,500,000 880,000,000
Less: Calls in Arrears - -
Total 995,500,000 880,000,000
General Reserve & Accumulated Profits Schedule -2

Current Year Previous Year
NPR NPR

GENERAL RESERVES & SURPLUS

Reserve & Surplus upto Last FY 21,965,915 5,201,790
This Year Balance (106,984,290) 16,764,126
Other Reserve - -
Total (85,018,374) 21,965,916
Advance For Share Capital Schedule -3.1

Current Year Previous Year
NPR NPR

Prem Bahadur Shrestha - -

Total - -
Deferred Income Schedule-3.2

Current Year Previous Year

NPR NPR

Deferred Income 29,238,579 -

Total 29,238,579 -
Deferred Tax Schedule-3.3

Current Year Previous Year

NPR NPR

Deferred Tax 47,769,774 -

Total 47,769,774 -
Medium and Long Term Loan Schedule -3.4

Current Year Previous Year

NPR NPR

Term Loan - UMHEP 1,321,582,159 1,406,563,865

Term Loan - UM C HEP 648,367,087 659,204,005

Total 1,969,949,247 2,065,767,870
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PANCHAKANYA MAI HYDROPOWER LIMITED

Details of Capital Work in Progress (CWIP) :

Ashad 32, 2075 Schedule forming part of the financial statement
UM'CHEP-CWIP Schedule 4.2

Account Head Previous Year | Additional During | Reclassified During Current Year
NPR the Year NPR the Year NPR NPR

UM'C'HEP-Project Development Cost (WIP)

UM'C'HEP-Study, License, & PPA Related Cost-WIP 4,820,021 - (4,820,021) -
UM'C'HEP-Survey, Engineering & Consultancy-WIP 9,371,757 - (9,371,757) -
UM'C'HEP-Staff Cost-Indirect-WIP 15,181,242 13,830,096 (29,011,338) -
UM'C'HEP-Office Overhead-WIP 13,724,548 80,943 (13,805,491) -
UM'C'HEP-TA/DA & Transportation cost-WIP 4,150,285 51,800 (4,202,085) -
UM'C'HEP-Vehicle Operation-WIP 5,449,229 (131,533) (5,317,697) -
52,697,082 13,831,307 (66,528,389) -
UM'C’HEP-IDC, Financing & Fees-WIP
UM'C'HEP-IDC-WIP 63,502,417 - (63,502,417) -
UM'C'HEP-Financing Fees-WIP 3,581,228 - (3,581,228) -
UM'C'HEP-Bank Commission & Charges-WIP 18,886,712 - (18,886,712) -
UM'C'HEP-Financial Consultancy Charges, Fees & Exp. 2,176,945 78,309 (2,255,254) -
88,147,302 78,309 (88,225,611) -
UM'C'HEP-Land Acquisitions (WIP)
UM'C'HEP-Land Dev. & Acquisition-WIP 3,708,081 - (3,708,081) -
3,708,081 - (3,708,081) -
UM'C'HEP-Infrastructure Development WIP
UM'C'HEP-Camp & Temporary Housing-WIP 418,881 - (418,881) -
UM'C'HEP-Permanent Housing-WIP 3,265,024 8,445,377 (11,710,401) -
UM'C'HEP-Access Roads-WIP 40,425,654 805,000 (41,230,654) -
UM'C'HEP-Shades & Stores-WIP 261,450 58,580 (320,030) -
44,371,010 9,308,957 (53,679,966) -
UM'C'HEP-Power Plants Civil Works (WIP)
UM'C'HEP-CIVIL-Construction Contracts-WIP 225,045,030 115,369,434 (340,414,464) -
UM'C'HEP-CIVIL-Construction Mgt. & Supervision-WIP 17,253,772 411,791 (17,665,563) -
UM'C'HEP-CIVIL-HeadWorks-WIP 22,300 - (22,300) -
UM'C'HEP-CIVIL-Waterways-WIP 1,838,549 127,600 (1,966,149) -
UM'C'HEP-CIVIL-PowerHouses-WIP 2,675,606 3,602,381 (6,277,987) -
246,835,256 119,511,206 (366,346,463) -
UM'C'HEP-Power Plant Tunnel Works (WIP)
UM'C'HEP-TUNNEL-Construction Contracts-WIP 132,808,506 63,449,451 (196,257,957) -
UM'C'HEP-TUNNEL-Construction Mgt. & Supervision-WI 15,151,838 152,550 (15,304,388) -
147,960,344 63,602,001 (211,562,345) -
UM'C'HEP-Power Plant Penstock & Hydro Mechanical (WIP)
UM'C'HEP-HM-Construction Contrscts-WIP 94,042,575 39,589,726 (133,632,301) -
UM'C'HEP-HM-Construction Mgt. & Supervision -WIP 7,009,926 170,553 (7,180,479) -
101,052,501 39,760,279 (140,812,780) -
UM'C'HEP-Power Plant Electro Mechanical (WIP)
UM'C'HEP-EM-Construction Contracts-WIP 176,513,138 640,600 (177,153,738) -
UM'C'HEP-EM-Construction Mgt. Supervision-WIP 3,727,206 1,540 (3,728,746) -
180,240,344 642,140 (180,882,484) -
UM'C'HEP-Construction Power
UM'C'HEP-CP-Disel & Other Lubricants -WIP 10,861,015 127,252 (10,988,267) -
UM'C'HEP-CP-Distribution Line-WIP 2,684,700 - (2,684,700) -
13,545,715 127,252 (13,672,966) -
UM'C'HEP-Transmission Line & Sub Station (WIP)
UM'C'HEP-TL-Survey & Engineering Design-WIP 91,750 - (91,750) -
UM'C'HEP-TL-Construction Contracts-WIP 35,527,216 - (35,527,216) -
UM'C'HEP-TL-Construction Mgt. & Supervision-WIP 12,947,162 - (12,947,162) -
48,566,128 - (48,566,128) -
UMHEP- Socio-Environment & Mitigation (WIP)
UM'C'HEP-Initial Environment Examination(IEE)-WIP 300,000 - (300,000) -
UM'C'HEP-Mitigation Related Expenses-WIP 20,963,160 1,370,073 (22,333,233) -
UM'C'HEP-Donation Related Expenses-WIP 2,475,720 100,000 (2,575,720) -
23,738,880 1,470,073 (25,208,953) -
Total of UM'C'HEP- CWIP 950,862,643 248,331,523 (1,199,194,167) -
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PANCHAKANYA MAI HYDROPOWER LIMITED

Schedules forming part of Financial Statements

Financial Year 2074/75
Commercial and Other Receivables Schedule- 5

Current Year Previous Year
Nepal Electricity Authority (NEA) 49,766,638 29,254,413
49,766,638 29,254,413
Cash & Bank Balances Schedule- 6
NPR NPR

BANK
Nepal Investment Bank Ltd Current A/C 004 8163300 32,831 32,831
Nabil Bank Ltd. Current 010101 7500 819 - -
Sunrise Bank Ltd. llam Current 012 012 0000 8 Oc 4,336,030 474,708
NMB Bank Lts. Current-00100001941A 102,897 102,897
NABIL Bank Ltd. Kantipath Call & Current 0106017500107 5,744 5,744
Global Bank Ltd. HO Current 010 10 0006550 - 876,970
Sunrise Bank Ltd. HO Current 002 014 600 c 5,000 5,000
NMB - NMB Bank Ltd. - 066003003416790001 10,000 10,000
Nabil Bank Ltd. (UMHEP-C)-970101017500065 8,803,097 -
EBL - Everest Bank Ltd. 00110105200001 - 9,303
NBL - Nepal Bank Ltd.- 22556000002 - 139,582
Nabil Revenue Acc# 9701017500072 - UMHEP - -
Total of Bank 13,295,600 1,657,035

CASH
Cash HO 46,490 46,494
Cash SO - 72,504
Total of Cash 46,490 118,998
Total of Bank & Cash 13,342,089 1,776,033
Advances & Deposits Schedule-7
NPR NPR
Advance to Staffs (Office Purpose) 15,000 200,112
Advance to Consultant & Contractors 5,203,917 113,538,689
Advance to Land Owner for Land Purchase 2,388,444 2,388,444
MVHPL-Advance to Sundry Creditors 250,000 250,000
Advance to Material Supplier 224,624 6,073,799
MVHPL-Prepaid Exp 1,787,686 5,580,828
Advance Tax 532,563 75,710
Deposits & Margins 2,559,732 6,841,281
Total 12,961,965 134,948,863
Current liabilities and payables Schedule-8.1
NPR NPR
MVHPL-Sundry Creditors 9,779,405 2,608,931
Audit Fee Payable 139,375 139,375
Liabilities to Employee 5,264 605,264
Other Miscellaneous Payables 3,919,544 -
Payable to Material Supplier - -
Payables to Consultants & Contractors - 2,510,775
Citizen Investement Trust Payable (CIT) - 1,294,165
Provident Fund Payable (PF) 7,200 -
MVHPL-Liabilities to Baord Directors & Members 77,350 4,984,862
Retention Money Payable 32,742,384 50,709,398
Salary Payable - 2,275,134
Gratuity Payable - -
TDS Payable 1,021,915 2,504,512
Total 47,692,437 67,632,415
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Short Term borrowing Schedule-8.2
Particulars Current Year Previous Year
NPR NPR

Advance & Loans From ShareHolders 241,000,000 42,500,000
Bridge Gap Loan - -
Short Term Loan 75,187,870 220,000,000
Working Capital Loan 19,952,880 19,952,880
Nabil Bank Ltd. Current 010101 7500 819 -OD 15,000,000 42,750
Nabil Bank Ltd. (UMHEP-C)-970101017500065-OD - 192,250
Total 351,140,750 282,687,880

Provisions Schedule-9
Current Year Previous Year

NPR NPR

Provision for expenses - 335,283
Total - 335,283
Current Tax Schedule -10
Current Year Previous Year

NPR NPR

Electricity Sale to Nepal Electricity Authority 524,098 -
Total 524,098 -
Electricity Sale - UMHEP Schedule -11
Current Year Previous Year

NPR NPR

Electricity Sale to Nepal Electricity Authority 233,790,023 222,646,955
Total 233,790,023 222,646,955
Electricity Sale - UM CHEP Schedule -12
Current Year Previous Year

NPR NPR

Electricity Sale to Nepal Electricity Authority 131,667,767 -
Total 131,667,767 -
Power Plant Generation Expenses - UMHEP Schedule-13
Particulars Current Year Previous Year
NPR NPR

Electricity Purchased from NEA 22,785 68,189
Royalties 5,875,345 5,572,938
Fines & Penalties - 3,974,880
Power Plant Operation & Maintinance 2,254,446 1,938,018
Transmission Line & Substation Repair & Maintinance 49,700 412,122
Total 8,202,276 11,966,148
Power Plant Generation Expenses - UM C HEP Schedule-14
Particulars Current Year Previous Year
NPR NPR

Electricity Purchased from NEA - -
Royalties 3,243,355 -
Fines & Penalties 11,369,351 -
Power Plant Operation & Maintinance 303,415 -
Transmission Line & Substation Repair & Maintinance 434,600 -
Total 15,350,721 -
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PANCHAKANYA MAI HYDROPOWER LIMITED

Interest Expenses Schedule 15
Account Head Current Year Previous Year
NPR NPR
Interest on Long Term Loan -UMHEP 136,230,707 125,293,416
Interest on Working Capital Loan - UMHEP 2,888,758 3,474,378
Interest on Long Term Loan -UMCHEP 63,890,696 -
Interest on Working Capital Loan - UMCHEP 6,626 -
Interest on ShortTerm Loan -UMCHEP 29,190,226 -
Total Interest Expenses 232,207,013 128,767,793
Adminstrative Expenses Schedule 16
Account Head Current Year Previous Year
NPR NPR
UMHEP ADMINSTRATIVE EXPENSES
Staff Cost 8,576,750 5,495,615
Office Overhead 1,281,261 319,764
Vehicle Operation & Maintinance 726,554 -
Insurance 5,634,422 5,017,852
Power Plant Repair & Maintinance 221,259 -
Enviromental, Community & Mitigation 2,859,500 -
Bank Comission & Charges 25,467 -
Other Miscellenious Expenses 617,463 -
19,942,676 10,833,231
UMCHEP ADMINSTRATIVE EXPENSES
Staff Cost 7,833,694 -
Office Overhead 2,396,433 -
Vehicle Operation & Maintinance 444,627 -
Insurance 2,224,550 -
Power Plant Repair & Maintinance 41,734 -
Enviromental, Community & Mitigation 3,260,414 -
Bank Comission & Charges 713,023 -
Other Miscellenious Expenses - -
16,914,475 -
Other Administrative Expenses
MVHPL-Salary 2,084,000 2,371,814
MVHPL-Allowance - -
MVHPL-Provident Fund - -
MVHPL-Paid In Lue of Leave - -
MVHPL-Daily Wages - -
MVHPL-Overtime - -
MVHPL-Fringe Benifit - -
MVHPL-Gratuity - -
MVHPL-Insurance 16,333 96,289
MVHPL-Staff Welfare - -
MVHPL-Dashain Allowance 50,000 2,000
MVHPL-Bonus - -
MVHPL-Rent 1,403,546 419,848
MVHPL-Electricity & water 66,512 35,633
MVHPL-House Keeping 190,983 1,733
MVHPL-Office Supplies, Equipment & Tools 141,299 2,533
MVHPL-Repair & Maintenance 190,713 -
MVHPL-Computer, Printer, & Photocopy Exp 68,305 35,984
MVHPL-Stationary, Printing, copy & Binding exp 124,696 69,739
MVHPL-Communication Related Exp 198,492 143,754
MVHPL-Postage & Charges 2,430 -
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MVHPL-Advertisement, Publicity & Notice Exp 174,177 86,977
MVHPL-Books News Paper & Magazines 42,685 13,850
MVHPL-Gift & Donation 469,300 125,200
MVHPL-Membership & Reneual Fee & Exp 36,000 20,000
MVHPL-TADA & Travelling Exp 598,260 71,446
MVHPL-Transportation (Localconvience) & Taxes 122,834 1,545
MVHPL-Office Meeting Exp - -
MVHPL-Training & Saminars 33,740 -
MVHPL-Staff Refreshment Exp 118,028 86,689
MVHPL-Guest Entertainment Exp 232,227 107,784
MVHPL-Medical Exp - -
MVHPL-Insurance exp 10,109 -
MVHPL-Discard 523,332 -
MVHPL-Consultancy Fee & Others - -
MVHPL-Bank Charges, Mgt fee & Other Charges 67,648 317,266
MVHPL-Bank Loan Commitment Fee - -
MVHPL-Photo, Audio & Vedio Expenses - -
MVHPL-Vehicle-Fuel & Lubricants 186,854 -
MVHPL-Vehicle-Repair & Maintenance Exp. - -
MVHPL-Vehicle-Insurance Exp. - -
MVHPL-Vehicle-Rates, Taxes & Other exp. - -
MVHPL-Audit Fee & Exp 141,250 141,250
MVHPL-Board Meeting Fee & Exp 91,000 119,333
MVHPL-Rates, Taxes, Legal Fee & Exp 1,315,845 359,987
MVHPL-Miscellaneous Fee & exp. - -
MVHPL-Deferred Expenses - -
Profit & Loss Appropriation Account - -
MVHPL- IPO Expenses 4,773,323 355,750.00
MVHPL-Net Impairment Loss 253,057 -

13,726,978 4,986,406
MVHPL-Depreciation Exp 119,900,463 79,814,583
Disposal Of Assets - Loss - -
Total of Adminstrative Expenses 170,484,592 95,634,220




Panchakanya Mai Hydropower Limited

PANCHAKANYA MAI HYDROPOWER LIMITED

Significant Accounting Policies and Notes to Accounts For Financial

Year 2074/75 (2017/18)

Figure in NPR

1. General Information
Panchakanya Mai Hydropower Limited (PMHPL),
previously known as Mai Valley Hydropower Private
Limited, was established on 16 Magh 2059 as East
Nepal Development Endeavour Private Limited under
Companies Act with the objectives of:
m  Developing the infrastructure for production of
electricity in different capacities,
Distributing power produced throughout the country,
Importing and exporting foreign equipment
and hydro-power related equipment including
management of technical manpower and others.

The Company has currently undertaken two Projects,
Upper Mai Hydroelectric Project (12 MW) and Upper Mai
‘C’ (cascade) Hydroelectric Project (6.1 MW) located at
Mabu and Sulubung VDCs of lllam, east of Nepal.

Among two projects, Upper Mai Hydro Electricity Project
with capacity of 12 MW has obtained license from DoED
on 03 Bhadra 2067 which is effective from 23 Shrawan
2067 to 22 Shrawan 2102. Total capacity of the project has
been revised from 9.98 MW to 12 MW on 01 Bhadra 2073.
Power Purchase Agreement for the same has been entered
on 13 Shrawan 2068. The project came into commercial
operation on 09 Ashad 2073.

The other project, Upper Mai‘C; with the initial installed
capacity of 5.1 MW has been extended to 6.1 MW duly
approved from DoED on 04 Ashwin 2066. Generation
license of the project has been obtained from DoED on
26 Ashad 2070 with effective from 21 Ashad 2070 with
validity date till 20 Ashad 2105. The project came into
commercial operation from 09 Shrawan 2074.

2. Significant accounting policies

2.1 Basis of Accounting and Presentation

The Institute of Chartered Accountants of Nepal (ICAN)
changed the applicable financial reporting framework for
all other listed companies or all other entities not defined
as SMEs (Small and Medium Enterprises) to Nepal Financial
Reporting Standards (NFRS) from Nepal Accounting
Standards (NAS) effective from financial year 2073/74
(2016/17) onwards.

Panchakanya Mai Hydropower Limited has not prepared
accompanying financial statement in accordance with
NFRS.

Except otherwise stated hereinafter, the financial
statements are prepared in accordance with Nepal
Accounting Standards.

2.2 Fixed Assets

2.2.1 Fixed assets are reflected at historical cost.

2.2.2 Depreciation on Upper Mai HEP Project Assets
has been calculated under Straight Line Method
(SLM) up to the Project Generation License Period.

2.2.3 Depreciation on Upper Mai C HEP Project Assets
has been calculated under Straight Line
Method (SLM) up to the Project Generation
License Period.

224 Depreciation on other fixed assets has been
considered under Written down Value (WDV)
methods prescribed by Income Tax Act 2058 BS.
These rates are not consistent with the provisions
of Nepal Accounting Standards (NAS).

2,25 Cost of fixed assets has been determined by
including purchase price and all costs incidental
to bring the asset to usable condition in line with
Nepal Accounting Standards (NAS).

2.2.6 Depreciation on sale of Fixed Assets has been
calculated on monthly proportionate basis up to
the period used during FY 2074/75. Full month
depreciation is deducted for the used assets

2.3 (Capital Work in Process (CWIP)

The Company has categorized capital expenditures under
Capital Work in Progress (CWIP) under different categories.
The Company has the policy to include all project
Overhead costs, direct or indirect, as part of the capital
assets. Indirect overhead cost is allocated to different
capital items proportionately on the basis of their cost.
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2.3.1 CAPITALIZATION OF WIP FOR UPPER MAI (12 MW)
PROJECT

The commercial operation of Upper Mai (12 MW)
project had started on 9 Ashad 2073 and the company
has capitalized the Upper Mai WIP on FY 2073-74 and
depreciation on the same capitalized assets has been
calculated as per SLM basis and charged during the
Financial Year 2074-75 accordingly.

2.3.2 CAPITALIZATION OF WIP FOR UPPER MAI C (6.1 MW)
PROJECT

The commercial operation of Upper Mai C (6.1 MW)
project had started on 9 Shrawan 2074 but the company
has capitalized the Upper Mai CWIP as on 09.04.2074
and depreciation on the same capitalized assets has
been calculated as per SLM basis and charged during the
Financial Year 2074-75 accordingly.

2.4 Revenue Recognition

2.4.1 UPPER MAI HEP

Revenue of Upper Mai Hydroelectric Project for the year
ended 32 Ashad 2075 is NPR 233,790,023. Revenue has
been booked from 1 Shrawan 2074 and depreciation has
been charged for the period from 1 Shrawan 2074 to 32
Ashad 2075. Company had claimed the total chargeable
contract energy of Upper Mai Hydroelectric Project with
the new rate of NPR 5.09 per KWh for Wet Season and NPR
8.91 per KWh for Dry Season but NEA has calculated the
revenue using old rate of NPR 3.90 per KWh in Wet Season
and NPR 5.52 per KWh for Dry Season for energy up to 3.1
MW. The company is in the process of negotiation for new
PPA rates for 3.1 MW also.

2.4.2 UPPER MAI CHEP.

Revenue of Upper Mai C Hydroelectric Project for the year
ended 32 Ashad 2075 is NPR 131,667,767. Revenue has
been booked from 1 Shrawan 2074 and depreciation has
been charged for the period from 1 Shrawan 2074 to 32
Ashad 2075. Company had claimed the total chargeable
contract energy of Upper Mai C Hydroelectric Project with
the rate of NPR 4.80 per KWh for Wet Season and 8.40 per
KWh for Dry Season.

2.5 Other Income

2.5.1 TRANSMISSION LINE INCOME

NPR 30,456,853 has been received in the FY 2074 -75
against Transmission Line. However, only NPR 1,218,274
has been recognized as Other Income and remaining
amount is shown as deferred Income over the period of
Transmission Line.

2.5.2 SALE OF FIXED ASSETS

NPR 3,150,000 has been received from sale of company
fixed assets. Out of which, profit on sale of asset of NPR
878,120 has been shown as other income.

2.6 Recurring Inventory

Recurring inventory such as stationery, fuel etc. has been
expensed off at the time of procurement as per general
practice of the Company.

3. Explanatory Notes to Accounts

3.1 Share capital

Authorized capital of the company has been increased to
NPR 1,950 million with issued capital of NPR 1,100 million
duly approved from the Office of Company Registrar (CRO)
on 30 Ashad 2074. The paid up capital is NPR 995.5 million
as on 32 Ashad 2075.

3.2 Borrowing

Company has availed total loan of NPR 1,969,949,247 as
on 32 Ashad 2075 out of which loan of NPR 1,321,582,159
is the Term Loan for Upper Mai Hydroelectric Project (12
MW) from the Consortium Bank (Lead Bank: Nabil Bank
Limited and Member Banks: Global IME Bank Limited,
Everest Bank Limited, Nepal Bank Limited and NMB Bank
Limited as member banks) and loan of NPR 648,367,087
is the Term Loan for Upper Mai C Hydroelectric Project
(5.1MW) from Consortium Banks (Lead Bank: Nabil Bank
Limited Member Banks: Everest Bank Limited, Global IME
Bank Limited, Nepal Bank Ltd.).

Moreover, the company has borrowed a loan amount of
NRs 241,000,000 from the Chairman of the company.

Moreover, the company has borrowed a loan amount of
NRs 42,500,000 from the Chairman of the company.

3.3 Income Tax

The Company has adopted the policy of accounting and
reporting tax related elements of Financial Statements in
accordance with NAS 12 and it represents current tax and
deferred tax for the year.

3.3.1 CurrentTax

Current tax payable (or recoverable) is based on the
taxable profit for the year. Taxable profit differs from the
profit reported in the Statement of Profit or Loss, because
some item of income or expense are taxable or deductible
in different years or may never be taxable or deductible.



Panchakanya Mai Hydropower Limited has been granted

a 10 year tax holiday starting from the date of generating
electricity for commercial purpose (i.e. 09 Ashad 2073 for

Upper Mai Hydroelectric Project and 09 Shrawan 2074 for
Upper Mai‘C’ (cascade) Hydroelectric Project).

Other income has been taxed at 25%.

3.3.2 DEFERRED TAX

Deferred Tax is the tax expected to be payable or

recoverable in future arising from:

a. Temporary differences between the carrying amounts
of assets and liabilities in the financial statements and
the corresponding tax bases used in computation of
taxable profit,

b. Unused tax losses and/or

¢.  Unused tax credits.

Deferred Tax is computed using balance sheet liability
method. Deferred Tax Liabilities are generally recognized for
all taxable temporary differences and Deferred Tax Assets
recognized to the extent that is probable that taxable profit
will be available against which Deferred Tax Assets can be
utilized. The tax rate used for deferred tax is the rate that has
been enacted as on 32 Asadh 2075, which is 25%.

The details of deferred tax related elements of financial
statements are as given below:

Carrying value of asset at 32 Asadh 2075 3,280,725,818.68
Tax base of asset at 32 Asadh 2075 3,089,646,723.01
Temporary Difference 191,079,095.67
Tax Rate 25%

Closing Deferred Tax (Asset)/ Liabilities 47,769,773.92
Less: Opening Deferred Tax (Asset)/ Li- 0.00

abilities

Deferred Tax expense/ (Income) 47,769,773.92

3.4 Related Party Transaction
During Financial Year 2074-75, there has been the following
related party transactions:

i) Loan of NPR 58,000,000 from Panchakanya Steel
Private Limited shown as Advance & Loan from
Shareholder.

ii) Loan of NPR 183,000,000 from Prem Bahadur Shrestha,
chairman of Panchakanya Group, shown as Advance &
Loan from Shareholder.

iii) Rent expense of NPR 270,000 during the year paid to
Panchakanya Steel Private Limited.

PANCHAKANYA MAI HYDROPOWER LIMITED

3.5 Net Impairment Loss

During Fiscal Year 2074-75 there has been a Net impairment
loss of NPR. 253,056.86 due to damage of Penstock Pipes as
a result of landslide. The details are as follows:

Cost of damaged penstock pipes 4,258,056.86
Receipt from Insurance claim 4,005,000.00
Net impairment loss 253,056.86

Additional cost incurred for the replacement of penstock
pipes amounting to NPR 6,105,889.81 has been capitalized
during the year after adjusting the impairment loss.

3.6 Commercial Date of operation

Upper Mai Hydroelectric Project of Company has come
into commercial operation from 09 Ashad 2073 and the
Upper Mai C Hydroelectric Project of Company has come
into commercial operation from 09 Shrawan 2074.

3.7 Subsequent Event
No significant event has happened after Balance Sheet
date that requires disclosure.

3.8 Penalty Amount

NEA has charged fine of NPR 11,369,350.96 for late
commercial date of operation of Upper Mai Cascade
Hydro-electricity Project (UMCHEP).

3.9 Receivables

Management has considered all commercials and other
receivables and advance and deposits as good requiring
no provisioning.

3.10 UMCHEP- Environmental, Community & Mitigation
NPR. 3,260,414 shown in Administrative Expenses of
Upper Mai C includes repair & maintenance of Upper Mai
C Access Road and compensation for damage of land due
to heavy landslide in access road and penstock alignment.

3.11 Contingent Liabilities

No contingent liability exists at the year end.
3.12 Regrouping of figures in Financials

Previous year's figures are regrouped or rearranged
wherever necessary.

3.13 Rounding off figures

Figures are rounded off to the nearest rupee.
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Energy Generation Table

Upper Mai HEP (FY 073-074)

S.N Month Contract Energy as Energy Generation Approved Energy By
per PPA (kWh) (kWh) NEA (kWh)
1 Shrawan 2073 6535555 7125510 6746379
2 Bhadra 2073 6535555 7553210 6535555
3 Ashwin 2073 6535555 7682160 7041888
4 Kartik 2073 6324731 5658650 5658650
5 Mangsir 2073 5065262 3528670 3528670
6 Poush 2073 3391182 2452950 2452950
7 Magh 2073 2138823 1871950 1871950
8 Falgun 2073 2053293 1682080 1682080
9 Chaitra 2073 2096401 1713390 1713390
10  Baisakh 2074 3205406 2025880 2025880
1 Jestha 2074 5296279 2445500 2445500
12 Ashad 2074 6746379 6491580 6491580
Total 55924421 50231530 48194472
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Upper Mai HEP (FY 074-075)

S.No Month Contract Energy as per Energy Generation Approved Energy By
PPA (kWh) (kWh) NEA (kWh)

1 Sharwan, 2074 6,746,379.00 6,976,253 6,976,253

2 Bhadra, 2074 6,535,555.00 7,248,664 7,248,664

3 Ashwin, 2074 6,535,555.00 7,544,780 7,276,320

4 Kartik, 2074 6,324,731.00 4,837,608 4,837,608

5 Mangsir, 2074 5,065,262.00 2,968,874 2,968,874

6 Poush, 2074 3,391,182.00 2,399,691 2,399,691

7 Magh, 2074 2,138,824.00 1,902,664 1,902,664

8 Falgun,2074 2,053,294.00 1,680,744 1,680,744

9 Chaitra 2074 2,096,401.00 1,531,633 1,531,633
10 Baisakh 2075 3,205,405.00 2,310,079 2,310,079
1 Jestha 2075 5,296,279.00 3,640,997 3,640,997
12 Ashar 2075 6,746,380.00 6,884,155 6,873,791
Total 56,135,247.00 49,926,143 49,647,320

Upper Mai C HEP (FY 074-075)

S.No Month Contract Energy as Energy Generation Approved Energy By
per PPA (kWh) (kWh) NEA (kWh)

1 Sarwan, 2074 2,676,475 1,905,077 1,905,077

2 Bhadra, 2074 3,568,633 3,292,776 3,292,776

3 Ashwin, 2074 3,568,633 3,795,590 3,718,512

4 Kartik, 2074 3,453,516 2,922,052 2,922,052

5 Managsir, 2074 2,698,192 1,711,026 1,711,026

6 Poush, 2074 1,824,007 1,278,299 1,278,299

7 Magh 2074 1,128,182 978,896 978,896

8 Falgun 2074 1,073,025 849,526 849,526

9 Chaitra 2074 1,101,354 790,747 790,747

10 Baisakh 2075 1,714,959 1,296,501 1,296,501

1 Jestha 2075 2,914,428 2,152,153 2,152,153

12 Ashar 2075 3,683,750 3,690,370 3,690,370

Total 29,405,154 24,663,012 24,585,933

Grand Total 85,540,401 74,589,155 74,233,253
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Some Glimpses of the Project Sites

1. UPPER MAI HYDROELECTRIC PROJECT (12MW)

) Headworks ) Headrace Tunnel

) Power House and Camp Area P Machine Hall
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2. UPPER MAI CHYDROELECTRIC PROJECT (6.1MW)
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) Headworks ) Surge Tank

) Switch Yard

P Machine Hall
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3. SITE INSPECTION

P Nepal Electricity Authority (NEA) Team (Upper Mai Project) ) Consortium Member Bank Team (Upper Mai C Control Panel)
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4. TESTING AND COMMISSIONING OF THE PROJECT

D Rejoicing moment of NEA Grid Connection

P Commissioning of Control Panel
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5. COMPANY’S STAFF WORKING AT SITE

) Upper Mai Power House

) Upper Mai Plant D Upper Mai C Plant
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6. PUBLIC SHARE ISSUE

% 4 e B e it s E -
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P Contract Signing with Share Issue Manager P Public Share Distribution Program

) Audience during Public Share Distribution ) Contract Signing with NEPSE for Share Registration
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7.INTERACTION WITH LOCAL PEOPLE

) Public Hearing of the Project P Local People's Participation in Public Hearing

) Local People at Public Hearing P Interaction with the Local Community
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Note
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Note
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Pulchowk, Lalitpur, Nepal

P.O. Box No: 24194, Kathmandu, Nepal

PHONE: +977-1-5005502

EMAIL: mail.mvphl@gmail.com

WEB: www.panchakanyamai.com.np



