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@ MOUNTAIN HYDRO NEPAL LIMITED
Kathmandu, Nepal

Financial Statement

As at 31 Ashad 2080 (16 July 2023)

NPR
Particulars Current Year Previous Year
ASSETS
NON CURRENT ASSETS
Property, plant & equipment (Net block) 3 17,029,890 7,048,325
Intangible Assets 3.1 3,714,061,590 4,275,679,009
Intangible Assets under Development (IAUD) 3.2 - -
Financial assets
Financial Assets Through Other Comprehensive 4 50,000,000 50,000,000
Income
CURRENT ASSETS
Financial assets
Cash & cash equivalents 5 325,019 599,913
Trade receivables 6 26,737,062 120,629,832
Other financial assets 7 178,500 178,500
Other current assets 8 40,045,752 48,519,400
TOTAL ASSETS 3,848,377,813 4,502,654,979
EQUITY & LIABILITIES
EQUITY
Equity share capital 9 1,250,000,000 1,250,000,000
Other equity
Reserve & surplus 9.1 (499,207,784) (105,816,249)
NON CURRENT LIABILITIES
Long Term Borrowings 10 2,734,890,284 2,946,078,194
CURRENT LIABILITIES
Financial liabilities
Trade payables 11 72,577,873 85,110,901
Short Term Borrowings 10 172,084,169 188,596,439
Provision 12 1,424,041 1,948,976
Other current liabilities 13 116,609,231 136,736,718
TOTAL EQUITY & LIABILITIES 3,848,377,813 4,502,654,979
Summary of significant accounting policies 2

The accompanying notes are an intergral part of these financial statements

A t of dat
For and on behalf of Board S petourteport ot even cate

\ g For Aryal & Aryal
=« Chartered Accountants

Kamal Kumar Bharti Prahlad Timalsina Sitaram Timilsina

Director Director Chairman
gakm ;:l 9}07/ @/
v — B i .
Sabin Dulal Satish Timalsina Rita Timalsina Karuna Gautam SUdh;n Re,grtm’ FCA
Senior Accountant Director Director Director roprictot
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@MOUNTAIN HYDRO NEPAL LIMITED
Kathmandu, Nepal

Statement of Profit or Loss and other Comprehensive Income
For the year ended 31 Ashad, 2080 (16 July 2023)

NPR
Particulars Current Year Previous Year

INCOME
Revenue 14 478,780,484 608,183,833
Cost of revenue 15 201,302,125 259,261,873
Revenue from operations (Net) 277,478,359 348,921,960
Other income 16 1,262,577 6,425,000
Expenses
Employee benefit expenses 17 7,240,445 7,428,993
Depreciation 3 1,190,730 1,453,524
Impairment Loss 3.1 398,385,455 -
Administrative Expenses 18 9,141,003 8,180,520
Finance Costs 19 255,657,429 265,657,855
Profit/loss before bonus, provision & tax (392,874,126) 72,626,067
Employee Bonus 20 - 1,424,041
Provision for corporate social responsibility - 704,971
Profit/loss before tax (392,874,126) 70,497,056
Less: Tax
Current tax - -
Deferred tax - -
Net profit/(loss) for the year (392,874,126) 70,497,056
Earning per share
Basic (31.43) 5.64
Diluted (31.43) 5.64
Other comprehensive income
Changes in revaluation surplus - -
"Gains and losses on financial assets measured at fair - -
value through other comprehensive income"
Other comprehensive income for the year - -
Total Profit / (Loss) & Other Comprehensive Income (392,874,126) 70,497,056

Summary of significant accounting policies 2

The accompanying notes are an intergral part of these financial

statements

For and on behalf of Board

As per our report of even date

\ g For Aryal & Aryal
=« Chartered Accountants
Kamal Kumar Bharti Prahlg(_:i Timalsina Sltaéahm_Tlmllsma
Director Irector airman
Habwd ey @/
- . s / .
Sabin Dulal Satish Timalsina Rita Timalsina Karuna Gautam S“dh;n Regr:n, FCA
Senior Accountant Director Director Director roprietor
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& MOUNTAIN HYDRO NEPAL LIMITED

Kathmandu, Nepal
Statement of Cash Flow

For the year ended 31 Ashadh, 2079 (16 July, 2023)

Particulars

CASH FLOW FROM OPERATING ACTIVITIES
Net profit for the year

Adjustments

Depreciation on Property, Plant & Equipment
Impairment loss

Finance Cost

Prior Period Expenses

Working capital changes:
Increase/(Decrease) in trade receivable
Increase/Decrease in other financial assets
Increase/Decrease in other current assets
Increase/(Decrease) in trade payables
Increase/(Decrease) in short term borrowings

Current Year

(392,874,126)

165,127,676
398,385,455
255,657,429

(517,409)

93,892,770
8,473,648
(12,533,028)
(16,998,000)

NPR

Previous Year

70,497,056

166,151,471

265,657,855

(13,515,857)
(46,500)
(3,300,844)
19,197,165
(12,302,000)

Increase/(Decrease) in other current liabilities (20,652,422) (12,054,919)
NET CASH FLOW FROM OPERATING ACTIVITIES (A) 477,961,994 480,283,427
CASH FLOW FROM /(USED IN) INVESTING ACTIVITIES

Acquisition of Property, Plant & Equipment (11,877,277) (64,410)
Sales of Property, Plant & Equipment - -
(Increase) /Decrease in Intangible assets - (59,325)
NET CASH FLOW FROM INVESTING ACTIVITIES (B) (11,877,277) (123,735)

CASH FLOW FROM FINANCING ACTIVITIES
Increase/(Decrease) in share capital

Increase/(Decrease) in share calls in advance

Borrowing (repaid)/ taken (net)

Interest Paid

Transaction cost incurred in respect of issuance of equity share

(211,187,910)
(255,657,429)

(206,492,693)
(265,657,855)

NET CASH FLOW FROM FINANCING ACTIVITIES (C)

(466,845,340)

(472,150,548)

INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS (A+B+C)
Cash and Cash Equivalents at Beginning of the Year
Cash and Cash Equivalents, end of period

(760,623)
(67,898,526)
(68,659,150)

8,009,143
(75,907,670)
(67,898,526)

The accompanying notes are an intergral part of these financial statements

For and on behalf of Board

\é2.
—
Kamal Kumar Bharti Prahlgq Timalsina Slta(r:ahm'Tlmllsma
Director irector airman
Zabind e 9~
A P ‘/
Sabin Dulal Satish Timalsina Rita Timalsina Karuna Gautam

Director Director Director

Senior Accountant

A
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@ MOUNTAIN HYDRO NEPAL LIMITED
Kathmandu, Nepal

Statement of Changes in Equity
for the year ended on 31 Ashadh, 2080 (16 July, 2023)

Particulars

Equity Share

Advance Against

Reserve &

NPR

Capital

Share Capital

surplus

Balance as at 31 Ashadh, 2078 (15 July, 2021) 1,250,000,000 (176,313,305) 1,073,686,695
Changes in accounting policies/restatement - - -
Restated balance as at 1 Shrawan, 2078 1,250,000,000 (176,313,305) 1,073,686,695
(16 July, 2021)

Profit/ (loss) for the year - 70,497,056 70,497,056
Other Comprensive income/ (expenses) for the year - - -
Total comprehensive income - 70,497,056 70,497,056

Issue of Share Capital
Calls in Advance

Transaction cost incurred in respect of issuance
of equity share

Balance as at 32 Ashadh, 2079 (16 July, 2022)

1,250,000,000

(105,816,249)

1,144,183,751

Profit/ (loss) for the year

Other Comprensive income/ (Expenses) for the
year

Prior Period Adjustment

(392,874,126)

(517,409)

(392,874,126)

(517,409)

Total comprehensive income

(393,391,535)

(393,391,535)

Issue of Share Capital

Calls in Advance - - - -

Transaction cost incurred in respect of issuance - - - -
of equity share

Balance as at 31 Ashad, 2080 (16 July, 2023)

1,250,000,000 - (499,207,784) 750,792,216

The accompanying notes are an intergral part of these financial statements

For and on behalf of Board

As per our report of even date

\ g For Aryal & Aryal
/\4‘ = < Chartered Accountants
Prahlad Timalsina Sitaram Timilsina

Director Chairman

Kamal Kumar Bharti

Director
Fabung T o
oL — / .
Sabin Dulal Satish Timalsina Rita Timalsina Karun_a Gautam Sudh;n Re‘grtm’ FCA
Senior Accountant Director Director Director roprictor
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% MOUNTAIN HYDRO NEPAL LIMITED

Significant Accounting Policies and Notes to Accounts

1. General Information of the Company

Mountain Hydropower Limited (Company) was established and registered in 2062 as a Private Limited Company
under the Companies Act, 2063, vide registration no. 35169 which was later converted to Public Limited Company
on 2073/02/32, vide Registration No. 150880.The Company is running Lower HewaKhola Hydropower Project
(LHKHPP) with an installed capacity of 22.1 Megawatt. The company has started commercial operation from
2076/04/21 as per the letter dated 2076/05/17 issued by NEA, Electricity Trade Department. The project is located
in Panchthar District of Province 1 of Nepal. The objective of the company is to generate electricity and connectit
to national grid.

In these financial statements, Mountain Hydro Nepal Limited has been referred as “MHNL” or “Company”.

2. SIGNIFICANT ACCOUNTING POLICIES

2.1

2.2

2.3

24

2.5

A

STATEMENT OF COMPLIANCE

The financial statements have been prepared in accordance with the applicable Nepal Financial Reporting
Standards (NFRS) as issued by the Accounting Standard Board (ASB). The Financial Statements have also been
prepared in accordance with the relevant presentational requirements of the Companies Act, 2063 of Nepal.

BASIS OF PREPARATION

The financial statements have been prepared on accrual and going concern basis. The accounting policies
are applied consistently to all the periods presented in the financial statements. All assets and liabilities have
been classified as current or non-current as per the Company’s normal operating cycle. Based on the nature
of products and the time between acquisition of assets for processing and their realization in cash and cash
equivalents, the Company has ascertained its operating cycle as 12 months for the purpose of current or
noncurrent classification of assets and liabilities.

BASIS OF MEASUREMENT

These financial statements are prepared under historical cost convention except for certain material items
that have been measured at fair value as required by the relevant NFRS and explained in the ensuing policies
below.

FUNCTIONAL AND PRESENTATION CURRENCY

The financial statements are prepared in Nepalese Rupee (“NPR”), which is the company’s functional currency.
All the financial information presented in Nepalese Rupee (“NPR”) has been rounded to the nearest rupee,
except otherwise indicated.

Financial Period

The Company prepares financial statements in accordance with the Nepalese Income Year using Nepalese
Calendar. The Corresponding dates for Gregorian calendar are as follows:

Particulars Nepalese calendar Period Gregorian calendar period
Current Year 01 Shrawan 2079 to 31Ashadh 2080 17 July 2022 to 16 July 2023
Previous Year 01 Shrawan 2078 to 32Ashadh 2079 16 July 2021to 16 July 2022

<> STTG6CoT 1SS et far
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2.6 CRITICAL ACCOUNTING ESTIMATES

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 are 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 are 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.

Impairment of Property, Plant and Equipment

At the end of each reporting period, the Company reviews the carrying amount 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 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 above mentioned factors could impact the carrying value of assets.

Contingencies

In the normal course of business, contingent liabilities may arise from 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.

Fair Value Measurements

The company’s assets and liabilities are measured at fair value for financial reporting purposes. The
management determines the appropriate valuation techniques and inputs for fair value measurements. In
estimating the fair value of an asset or a liability, the Company uses market-observable data to the extent it
is available. Where Level 1 inputs are not available, the Company engages third party qualified valuators to
perform the valuation. The management works closely with the qualified external valuators to establish the
appropriate valuation techniques and inputs to the model.

Recognition of Deferred Tax Assets

Significant management judgment is required to determine the deferred tax assets that can be recognized,
based upon the likely timing and the level of future taxable profits together with future tax planning strategies.
The company based its assumptions and estimates on parameter available when the financial statements
were prepared. Existing circumstances and assumptions about the future developments, however, may
change due to market changes and circumstances arising beyond the control of the company.

2.7 PROPERTY, PLANT AND EQUIPMENT

i. Items of property, plant and equipment are stated at historical cost less accumulated depreciation and
accumulated impairment losses, if any. Historical cost includes expenditure that is directly attributable to

the acquisition of the items.
2N
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2.8

2.9

Vi.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Company and the cost of the item can be measured reliably. The carrying amount of any component
accounted for as separate assets are derecognized when replaced. All other repairs and maintenance are
charged to profit or loss during the reporting period in which they are incurred.

The Company identifies and determines cost of each component/ part of the asset separately, if the
component/ part have a cost which is significant to the total cost of the asset having useful life that is
materially different from that of the remaining asset.

These components are depreciated over their useful lives.

The residual values, useful lives and methods of depreciation of property, plant and equipment are
reviewed at each financial year end and adjusted prospectively, if appropriate.

An item of property, plant and equipment and any significant part initially recognized is derecognized
upon disposal or when no future economic benefits are expected from its use or disposal, any gain or loss
arising on de-recognition of the asset (calculated as the difference between the net disposal proceeds
and the carrying amount of the asset) is included in the statement of profit or loss when the asset is
derecognized.

INTANGIBLE ASSETS UNDER DEVELOPMENT (IAUD)

Assets in the course of construction are classified in the assets under IAUD. At the point when an asset
is operating at management’s intended use, the cost of construction is transferred to the appropriate
category of property, plant and equipment and depreciation commences.

All directly and indirectly attributable cost shown under the IAUD includes only those expenses which are
directly attributable to the project and rest are charged to the statement of Profit or Loss.

DEPRECIATION& AMORTISATION

Depreciation is recognized so as to write off the cost of assets (other than properties under construction),
using the written down method.

Land & Land Development grouped under Intangible Assets meets asset recognition criteria and hence
has been amortized over the useful life the project, using the straight line method.

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.

The useful life of the assets and the corresponding rates at which the assets are depreciated are as
follows:-

ASSET CLASS — SUBCLASS DEPRECIATION RATE DEPRECIATION METHOD APPLIED
Furniture & Fixture 25% WDV

Office Equipment 25% WDV

Computer & Accessories 25% WDV

Vehicles 20% WDV

Plant & Machinery (other than the

assets grouped under Intangible 15% WDV

Assets)

2.10INTANGIBLE ASSETS

A

An intangible asset is recognized if it is probable that future economic benefits that are attributable to
the asset will flow to the Company and the cost of the asset can be measured reliably. Intangible asset
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acquired separately are measured at cost. Cost includes expenditure that is directly attributable to the
acquisition of an item of intangible assets. Following initial recognition, intangible assets are carried at
cost less accumulated amortization and accumulated impairment losses, if any.

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

a. Derecognition

Intangible assets are derecognized upon disposal or when no future economic benefits are expected
from its use. Any gain or loss arising on derecognition of the asset, is recognized in statement of profit or
loss in the year the asset is derecognized.

b.  Useful economic lives, amortisation and impairment

The useful economic life of an intangible asset is considered finite where the right to such asset is limited
to a specified period of time by contract or by the likelihood of technological obsolescence. Intangible
assets with finite lives are amortized using the straight-line method to write down the cost over its
estimated useful economic lives and is recognized in statement of profit or loss.

Class of intangible assets Useful life
Capitalized software 30 Years
Service Concession Arrangement 29 Years

The amortization method, useful lives and residual values are reviewed at each financial year end and
adjusted if appropriate.

2.11 BORROWING COST

Borrowing cost that are directly attributable to the acquisition, construction or production of a qualifying
asset are capitalized as a part of the cost of such asset till such time the asset is ready for its intended
use or sale. Borrowing cost consists of interest and other costs that an entity incurs in connection with
the borrowing of funds. Borrowing costs also includes exchange differences to the extent regarded as an
adjustment to the borrowing cost. A qualifying asset is an asset that necessarily requires a substantial
period of time to get ready for its intended use or sell. All other borrowing costs are expensed in the
period in which they occur.

2.12 CASH AND CASH EQUIVALENTS

Cash and cash equivalents in the balance sheet comprise cash at banks and on hand and highly liquid
investments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value.

2.13 FOREIGN CURRENCY TRANSACTIONS

i. Thefunctional currency of the Company is determined on the basis of the primary economic environment
in which it operates. The functional currency of the Company is Nepalese Rupee (NPR).

ii. In preparing the financial statements the Company, transactions in currencies other than the entity’s
functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the dates
of the transactions.

iii. At the end of each reporting period, monetary items denominated in foreign currencies are translated
at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the date when the fair value was determined.

iv. Non-monetaryitemsthatare measuredinterms of historical costin aforeign currency are notretranslated.
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2.14 EMPLOYMENT BENEFITS

Short term employment benefits

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.

2.15 TAXATION

Current Tax

Current tax is the expected tax payable on the taxable income for the year using tax rates at the balance
sheet date and any adjustment to tax payable in respect of previous years.

Income tax rates applicable to company:

Income from production and sale of electricity: 0% up to first 10 years, 10% for next 5 years, 20%
for further years of operation.Because of the fourth year of operation, the effective tax rate of the
Company is 0%.

Deferred Tax

i. Deferredtaxis provided using the balance sheet liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. The amount of deferred tax provided is based on the expected realization or
settlement of the carrying amount of assets and liabilities using tax rates at the balance sheet date.

ii. A deferred tax asset is recognized only to the extent that it is probable that future taxable profits
will be available against which the asset can be utilized. The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the asset to be recovered.

iii. Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the
period in which the liability is settled or the asset realized, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting period.

iv. As per the applicable tax laws of Nepal, the hydropower project is allowed 100% tax exemption upto
first 10 years of operation. The management is in a view of offsetting temporary differences fully within
first 10 years period of operation and hence no deferred tax needs to be recognized.

2.16 PROVISIONS, CONTINGENCIES AND COMMITMENTS

A

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. Provisions are
measured at the best estimate of the expenditure required to settle the present obligation at the balance
sheet date and discounted at pre-tax rate reflecting current market assessments of the time value of the
money and the risk specific to the liability. These are reviewed at each year end and adjusted to reflect
the best current estimates.
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2.17

ii. Contingent liabilities are disclosedwhen there is a possible obligation arising from past events, the
existence of which will be confirmed with the occurrence or non-occurrence of one or more uncertain
future events beyond the control of the Company or a present obligation that arises from past events
where it is either not probable that an outflow of resources will be required to settle the obligation or a
reliable estimate of the amounts cannot be made. No contingent asset is recognized but disclosed by way
of notes to accounts.

FINANCIAL INSTRUMENTS

Financial Assets

Initial Recognition and Measurement

All financial assets are recognized initially at fair value plus, in the case of financial assets not recorded at
fair value through profit or loss, transaction costs that are attributable to the acquisition of the financial
asset. Financial assets are classified, at initial recognition, as financial assets measured at fair value or
as financial assets measured at amortized cost.

Subsequent Measurement: For purpose of subsequent measurement, financial assets are classified in
two broad categories:

e Financial assets at fair value
e Financial assets at amortized cost

Where assets are measured at fair value, gains and losses are either recognized entirely in the statement
of profit or loss, or recognized in other comprehensive income. A financial asset that meets the following
two conditions is measured at amortized cost.

- Business Model Test: The objective of the company's business model is to hold the financial asset to
collect the contractual cash flows.

- Cash flow characteristics test: The contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payment of principal and interest on the principal amount outstanding.

- A financial asset that meets the following two conditions is measured at fair value through Other
Comprehensive Income (OCl).

- Business Model Test: The financial asset is held within a business model whose objective is achieved by
both collecting contractual cash flows and selling financial assets.

- Cash flow characteristics test: The contractual terms of the financial asset give rise on specified dates to
cash flows that are solelypayment of principal and interest on the principal amount outstanding.

Impairment of financial assets

The Company assesses at the end of each reporting period whether there is any objective evidence that
a financial asset or group of financial assets measured at amortized cost is impaired.

If there is objective evidence that an impairment loss on financial assets measured at amortized cost
has been incurred, the amount of the loss is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows (excluding future credit losses that have
not been incurred) discounted at the financial asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition). The carrying amount of the asset shall be reduced either
directly or through the use of an allowance account. The amount of the loss shall be recognized in profit
or loss.

Financial Liabilities

All financial liabilities are initially recognized at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs. Financial liabilities are classified as measured at
amortized cost or fair value through profit or loss (FVTPL). A financial liability is classified as FVTPL if it is

o
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classified as held for trading, or it is a derivative or is designated as such on initial recognition. Financial
Liabilities at FVTPL are measured at fair value and net gain or losses, including any interest expense,
are recognized in statement of profit or loss. Other financial liabilities are subsequently measured at
amortized cost using the effective interest method. Interest expense and foreign exchange gains and
losses are recognized in statement of profit and loss. Any gain or loss on de-recognition is also recognized
in statement of profit or loss.

2.18 LEASES

On January 13, 2016 the IASB issued IFRS 16 to replace IAS 17 Leases. The new standard sets out the
principles for the recognition, measurement, presentation and disclosure of leases. All leases result in
the lessee obtaining the right to use an asset at the start of the lease and, lease payments are made
over time, also obtaining financing. Accordingly, IFRS 16 eliminates the classification of leases as
either operating leases or finance leases as is required by IAS 17 and instead, introduces a single lease
accounting model. Lessee will be required to recognize: (a) assets and liabilities for all leases with a
term of more than 12 months, unless the underlying asset is of low value; and (b) depreciation of lease
assets separately from interest on lease liabilities in the income statement. IFRS 16 substantially carries
forward lessor accounting requirement in IAS 17. Accordingly, a lessor continues to classify its leases as
operating leases or finance leases, and to account for those two types of leases differently. IFRS 16 is
effective for annual periods beginning on or after January 01, 2019.

2.19 SERVICE CONCESSION ARRANGEMENTS

A

Under IFRIC 12 — Service Concession Arrangements 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 prices: and

(b) The grantor controls through ownership, beneficial entitlement or otherwise any significant residual
interest in the infrastructure at the end of the term of the arrangement.

(c) Isthe infrastructure constructed or acquired by the operator from a third party for the purpose of
the service arrangement OR is the infrastructure existing infrastructure of the grantor to which the
operator is given access for the purpose of the service 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 a right
(a license) to charge users of the public service. A right to charge users of a public services is not an
unconditional right to receive cash because the amounts are contingent on to the extent that public uses
the services.

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

(i) Payments actually received from the users.
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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.

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.

2.20 CORPORATE SOCIAL RESPONSIBILITY FUND

Industrial Enterprise Act 2076 provides explicit provision to allocate at least 1% of the annual net profit
(which was unclear in the Previous Act) to be utilized towards Corporate Social Responsibility (the “CSR
Requirement”). The CSR Requirement is applicable to all (i) medium industries and large industries and
(ii) cottage industries and small industries having annual turnover more than NPR 150,000,000.

The fund allocated for CSR shall be utilized in the specific sector as provided under Rule 37 of the
Industrial Enterprise Regulation, 2019 (2076) (the “Regulation”) by formulating annual plan and program.
The Rule 37 of the Regulation provides number of sectors/areas or/and activities where the amount
allocated for CSR shall be spent in specific sectors including (a) Natural Calamities, (b) Community
Health Centers, (c) Preservation of Nepalese Architect, (d) Culture Socially Backward Communities,(e)
Community Schools, (f) pollution Control, (g) Waste Management, Reforestation, (h) Preservation of
Water Resource, (i) Promotion of Alternative Energy & Environment Protection, (j) Campaign for the
preparation & Broadcasting of Documentary against Smoking, Alcohol use. (k) Rural Drinking Water,
road, sewage & corresponding physical infrastructure for the social benefit.

The Act further provides that the amount spent under CSR requirement can be deducted for the purpose
of income tax. The plans and programs related to CSR shall be submitted within the end of 6 months of
every financial year to the DOI. The plans formulated plans and programs for CSR shall be implemented
in co-ordination with local authorities.

In fiscal year 2079-80, the provision for CSR of previous year incurred; however, due to the company
operating at a loss in the current fiscal year, no allocation has been made for the Corporate Social
Responsibility Fund (CSR Fund)."
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3. PROPERTY, PLANT AND EQUIPMENT

Gross Carrying Amount

Gross Carrying Amount as at 01 Shrawan, 2078 1,756,642 1,595,736 11,095,000 3,742,725 18,190,103

Additions - 64,410 - - 64,410

Withdrawals and Adjustments - - - - -

Gross Carrying Amount as at 32 Ashadh, 2079 1,756,642 1,660,146 11,095,000 3,742,725 18,254,513

Additions - 225,508 - 11,651,769 11,877,277

Withdrawals and Adjustments - - - - -

Gross Carrying Amount as at 31 Ashadh, 2080 1,756,642 1,885,655 11,095,000 15,394,494 30,131,790

Accumulated Depreciation & Impairment

Balance at 01 Shrawan, 2078 1,393,846 1,158,597 4,898,660 2,051,676 9,502,779

Depreciation charge for the year 90,699 119,785 1,239,268 253,657 1,703,409

Withdrawals and Adjustments - - - - -

Accumulated Depreciation as at 32 Ashadh, 2079 1,484,545 1,278,381 6,137,928 2,305,334 11,206,188

Depreciation charge for the period 68,024 126,796 991,414 709,478 1,895,713

Withdrawals and Adjustments - - - - -

Accumulated Depreciation as 31 Ashadh, 2080 1,552,569 1,405,178 7,129,342 3,014,811 13,101,900

Net Block
Net Carrying Amount as at 32 Ashadh, 2079 272,097 381,765 4,957,072 1,437,392 7,048,325
(16 July, 2022)
Net Carrying Amount as at 31 Ashadh, 2080 204,073 480,477 3,965,658 12,379,683 17,029,890
(16 July, 2023)
Apportioned to: Current Year Previous Year

Cost of Revenue 709,478 253,657

Indirect Cost 1,186,235 1,449,752

Total 1,895,713 1,703,409

Depreciation of furniture & fixture, office equipment and intangible assets are charged to statement of profit
or loss and depreciation of PPE, other than furniture & fixture, office equipment and intangible assets are
charged to cost of revenue.

A
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3.1. INTANGIBLE ASSETS

NPR
Service
Particulars comPUter consession
Software
arrangement
Gross Carrying Amount
Gross Carrying Amount as at 01 Shrawan, 2078 89,903 4,761,781,426 4,761,871,329
Additions 59,325 - 59,325
Transfer from IAUD - - -
Withdrawals and Adjustments - - -
Gross Carrying Amount as at 32 Ashadh, 2079 149,228 4,761,781,426 4,761,930,654
Additions - - -
Transfer from IAUD - - -
Withdrawals and Adjustments - - -
Closing Gross Carrying Amount as at 31 Ashadh, 2080 149,228 4,761,781,426 4,761,930,654
Accumulated Amortisation & Impairment
Accumulated Amortisation as at 01 Shrawan, 2078 17,981 321,785,602 321,803,583
Charge for the year 3,772 164,444,290 164,448,062
Withdrawals and Adjustments - - -
Accumulated Amortisation as at 32 Ashadh, 2079 21,753 486,229,891 486,251,645
Charge for the year 4,495 163,227,468 163,231,964
Impairment loss for the year - 398,385,455 398,385,455
Withdrawals and Adjustments - - -
Accumulated Amortisation & Impairment as at 31 Ashadh, 2080 26,249 1,047,842,815 1,047,869,064
Net Block
Net Carrying Amount as at Ashad 32, 2079 (16 July, 2022) 127,475 4,275,551,534 4,275,679,009
Net Carrying Amount as at Ashad 31, 2080 (16 July, 2023) 122,979 3,713,938,611 3,714,061,590

Apportioned to: Current Year

Previous Year

Cost of Revenue 163,227,468 164,444,290
Indirect Cost 4,495 3,772
Total 163,231,964 164,448,062

Depreciation on Service Concession arragement has been charged by estimating useful up to 08 Sharawn 2105

BS (License Period). It is charged to Cost of Revenue.
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3.2. Intangible Assets under Development (IAUD) NPR
Particulars Current Year Additions during Previous Year
the period
1 PROJECT DEVELOPMENT EXPENDITURE
1.01 Accommodation 2,503,943 - 2,503,943
1.02 Amortization of land 14,763,621 14,763,621
1.03 Bank Agency Fee 4,767,214 4,767,214
1.04 Business Promotion 452,423 452,423
1.05 Consultant Charges & Expenses 12,986,228 12,986,228
1.06 Depreciation 21,119,289 21,119,289
1.07 Environmental Mitigation 1,646,665 1,646,665
1.08 Infrastructure & Development 2,903,184 2,903,184
1.09 Insurance 7,333,944 7,333,944
1.10 Legal and Corporate Affairs 307,681 307,681
1.11 Loan Management Fee 30,663,543 30,663,543
1.12 LC Issue Commission & Bank Chagres 17,287,223 17,287,223
1.13 Project Development Cost 7,720,999 7,720,999
1.14 Project Execution Cost 1,061,954 1,061,954
1.15 Project Management & Engineering 17,630,104 17,630,104
1.16 Project Setup & Management Cost 8,121,228 8,121,228
1.17 Repair & Maintenance 22,081,223 22,081,223
1.18 Site Development 3,633,341 3,633,341
1.19 Water Measurement Charges 135,950 135,950
1.18 Interest during construction (IDC)
Bank Interest 779,941,594 779,941,594
Sub total 957,061,352 957,061,352
2 SITE OFFICE & CAMP FACILITIES
Army Post and Bunker 15,458,780 15,458,780
Sub total 15,458,780 15,458,780
3 INFRASTRUCTURE & LOGISTICS
3.1 Civil Works
Civil Construction 2,323,771,924 2,323,771,924
Fuel & Explosives 234,642,394 234,642,394
Project Development Cost- Wages 4,723,964 4,723,964
Equipment Hire 8,622,000 8,622,000
Transportation / Travelling Expenses 24,265,279 24,265,279
3.2 Access Road
Communication 342,811 342,811
Equipments Rental 26,260,250 26,260,250
Fuel & Lubricants 22,432,055 22,432,055
Labor Charges 5,408,366 5,408,366
Rental - Access Road PDC 2,567,250 2,567,250
Repair & Maintenance 5,302,022 5,302,022
Site Clearance 30,000 30,000

A
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Temporary Structure and Shades 10,650 - 10,650

Transportation Charges 782,290 - 782,290
33 Logistics

Logistics/Security Expenses 1,881,412 - 1,881,412
3.4 Mechanical Works

Electro Mechanical Works 490,202,035 - 490,202,035

Hydro Mechanical Works 270,804,708 - 270,804,708
3.5 Project Management & Supervision

Project Management & Supervision 112,205,835 - 112,205,835
3.6 Power Arrangement

Power Arrangement 4,124,559 - 4,124,559
3.7 Transmission Line

Transmission Line 49,046,831 - 49,046,831

Sub total 3,587,426,636 - 3,587,426,636
4 ENVIRONMENT & SOCIAL COST

Local Programme 7,509,231 - 7,509,231

Land Protections 708,625 - 708,625

Compensation & Land Lease 8,355,601 - 8,355,601

Sub total 16,573,457 - 16,573,457
5 LAND & LAND DEVELOPMENT

Land 66,091,414 - 66,091,414

Registeration Expenses 1,326,093 - 1,326,093

Compensation for Land 25,338,545 - 25,338,545

Less : Amortization of Land (14,763,621) - (14,763,621)

Sub total 77,992,430 - 77,992,430

Total 4,654,512,654 - 4,654,512,654

Less : Transferred to Intangible Assets (Service

Concession Agreement)
Total

(4,654,512,654)

- (4,654,512,654)

MHNL is a developer of hydroelectricity. It has started to generate the hydroelectricity from 2076/04/21.

3.2.1 Land

"Land under BOOT Arrangement/Restriction on Property use
MHNL has obtained the license for operation from the then Ministry of Water Resource (Current: Ministry of
Energy, Water Resources and Irrigation) for a period of 35 years (i.e. from 09 Shrawan 2070 to 08 Shrawan 2105),
therefore the useful life of assets of the project cannot exceed 35 years even if the economic life of the asset
is more as the entire generation unit needs to be transferred to the Government of Nepal at the end of this li-
cense term. Therefore, MHNL depreciates its land assets at the generation unit by estimating useful life upto 08
Shrawan 2105 BS."

Land properties with ownership documents (i.e. in occupation and with valid documentation) have
been recognized meeting the asset recognition criteria.

o
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Amortization details of land considering life of assets (SLM)

Gross Value Depreciation

Opening dﬁ(rji:igﬁfhne Closing O Dep.reciation Accum.ula'ted L:is:;uelaLrl;‘e

Balance e balance during year Depreciation
2070/71 - 66,884,690 66,884,690 - 1,910,991 1,910,991 35
2071/72 | 66,884,690 14,497,768 81,382,457 1,910,991 2,337,396 4,248,387 34
2072/73 | 81,382,457 7,095,744 88,478,202 4,248,387 2,552,419 6,800,806 33
2073/74 | 88,478,202 1,180,000 89,658,202 6,800,806 2,589,294 9,390,099 32
2074/75 | 89,658,202 2,939,850 92,598,052 9,390,099 2,684,127 12,074,227 31
2075/76 | 92,598,052 158,000 92,756,052 12,074,227 2,689,394 14,763,621 30
2076/77 | 92,756,052 - 92,756,052 14,763,621 2,689,394 17,453,015 29

Note 4: FINANCIAL ASSETS THROUGH OTHER COMPREHENSIVE INCOME

Particulars Current Year Previous Year
Mountain Hydro Investment Company Private Limited 50,000,000 50,000,000
(5,00,000 Equity Shares @ Rs. 100 each)
Total 50,000,000 50,000,000

Mountain Hydro Investment Company Private Limited was established with the sole purpose of obtaining Land for the
project. It is 100% subsidiary of Mountain Hydro Nepal Limited (MHNL).

Note 5: CASH AND CASH EQUIVALENTS

"Cash and cash equivalents include deposits account balances maintained with banks and financial institutions. These
enable the company to meet its short term liquidity requirements.

The carrying amount of cash and cash equivalents approximates their fair value. They are readily convertible to known
amount of cash and are subject to insignificant risk of change in value. These balances have been used as cash and cash
equivalents for the presentation of statement of cash flows as well. Banks and financial institution in Nepal are closely
regulated by the central bank. The company closely assesses the risks of these instruments and there are no apparent
indication of impairment of these balances.

Particulars Current Year Previous Year
Cash - -
Balance with Banks
in Current Account 325,019 599,913
Total 325,019 599,913

For the purpose of the statement of cash flows, cash and cash equivalents comprises the following:

Particulars Current Year Previous Year
Cash - -
Balance with Banks
in Current Account 325,019 599,913
in Bank Overdraft (68,984,169) (68,498,439)
Total (68,659,150) (67,898,526)

A
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Note 6: TRADE RECEIVABLE

Particulars Current Year Previous Year
Nepal Electricity Authority (NEA) 26,737,062 120,629,832
Total 26,737,062 120,629,832

Since the payment from Nepal Electrcity Authority (NEA) becomes due in 45 days after issuance of bill, the payment against
sale of electricity during Jestha and Ashadh 2080 is outstanding as on reporting date.

Note 7: OTHER FINANCIAL ASSETS

Particulars Current Year Previous Year
Non Current
Deposit - -
Sub Total - -
Current
Cash Margin 15,000 15,000
LC Margin 17,000 17,000
Statutory Margin 66,500 66,500
Deposit - Pathivara Trade Link 80,000 80,000
Sub Total 178,500 178,500
Total 178,500 178,500

Note 8: OTHER CURRENT ASSETS

Particulars Current Year Previous Year

Advances to be recovered

From contractors 11,574,185 19,201,217
From suppliers 23,356,189 24,401,773
Prepayments 3,902,204 3,877,699
Advance to Employees 1,023,787 1,038,711
Tds receivable 189,387 -
Total 40,045,752 48,519,400

Note 9: EQUITY SHARE CAPITAL

Financial instruments issued by the company are classified as equity only to the extent that they do not meet the definition
of a financial liability or financial asset. The company’s equity shares are classified as equity.

Particulars
Authorised
1,25,00,000 nos. of ordinary shares of NPR. 100 each

Issued
1,25,00,000 nos. of ordinary shares of NPR. 100 each

Subscribed and paid up
Current Period (1,25,00,000 Equity Shares @ NRs. 100/- each)
Previous period (1,25,00,000 Equity Shares @ NRs. 100/- each)

Current Year

1,250,000,000

1,250,000,000

1,250,000,000

Previous Year

1,250,000,000

1,250,000,000

1,250,000,000

Total

1,250,000,000

1,250,000,000

)
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Other Equity

9.1 Reserve & Surplus

Particulars Retained Earnings Total
Balance as at 1 Shrawan, 2078 (16 July 2021) (176,313,305) (176,313,305)
Profit for the year 70,497,056 70,497,056
Other Comprehensive Income (net of tax) - -
Transaction cost incurred in respect of issuance of equity share - -
Balance as at 32 Ashadh, 2079 (16 July , 2022) (105,816,249) (105,816,249)
Profit for the year (392,874,126) (392,874,126)
Other Comprehensive Income (net of tax) - -
Prior period adjustment (517,409) (517,409)
Transaction cost incurred in respect of issuance of equity share - -
Balance as at 31 Ashadh, 2080 (16 July, 2023) (499,207,784) (499,207,784)

Note 10: BORROWINGS

Particulars

Long Term Borrowings

Current Year

Previous Year

Term Loan 2,734,890,284 2,946,078,194
Sub-total 2,734,890,284 2,946,078,194
Short Term Borrowings

Term Loan (Due within 12 months) 103,100,000 100,098,000
Bridge Gap Loan - 20,000,000
Bank Overdraft 68,984,169 68,498,439
Sub-total 172,084,169 188,596,439
Total 2,906,974,453 3,134,674,633

The company has entered into consortium arrangement for term loan with NMB Bank. These loans are secured as charge
by way of hypothecation on assets under construction of “Lower Hewa Khola Hydropower Project”. All these assets are

classified as “Intangible Assets”.

Note 11: TRADE PAYABLES

Particulars Current Year Previous Year
Sundry creditors 10,097,380 15,632,428
Expenses Payable 4,427,158 8,583,926
Retention Money Payable 58,053,336 60,894,547
Total 72,577,873 85,110,901

A
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Note 12: PROVISION

When the Company has a present obligation (legal or constructive) as a result of a past event, provisions are recognised
only if it is probable that a transfer of economic benefits will be required to settle the obligation and a reliable estimate of
the amount of obligation can be made.

Particulars Current Year Previous Year
Provision for Income Tax - -
Provision for Staff Bonus 1,424,041 1,424,041
Provision for Corporate Social Responsibility - 524,936
Total 1,424,041 1,948,976

Note 12.1: PROVISION FOR CORPORATE SOCIAL RESPONSIBILITY

Particulars Current Year Previous Year
Opening CSR provision 524,936 -
Add: Provision for CSR booked - 704,971
Less: CSR cost incurred (524,936) (180,035)
Closing CSR Provision - 524,936

In this fiscal year 2079-80, a provision of 1% of net profit after tax has been allocated for Corporate Social Responsibility
Fund (CSR Fund) as per the provision of Industrial Enterprise Act 2076. This fund will be used for social welfare for the

people surrounding Mountain Hydro Nepal Limited or as per the BOD approval.

Note 13: OTHER CURRENT LIABILITIES

Particulars Current Year Previous Year
TDS payable 17,344 (8,712)
Reverse VAT payable 800 -
Social security fund 146,316 (74,092)
Payable against bank guarantee revoked 58,377,349 58,377,349
Advance from director 58,067,422 78,442,172
Total 116,609,231 136,736,718
Note 14: Revenue
Particulars Current Year Previous Year
Sale of Electricity 497,730,409 608,183,833
Less: Short energy charges (18,949,925) -
Total 478,780,484 608,183,833
Note 15: Cost of Revenue
Particulars Current Year Previous Year
Cost of construction/Direct Expenses (Refer note 15)
Accomodation 61,935 6,800
Consumables 77,580 -
Custom clearing charges 43,923 -
Depreciation 163,936,946 164,697,94A7

diI3ecel BISI olulel fdl. 39 4




ST FfSfeE ST SHH Fega Al Hladeel

Electricity expenses 2,246,844 489,444
Electrification - 52,108
Employee benefit cost 8,732,972 9,896,405
Fooding expenses at site 964,710 947,195
Fuel expenses 341,318 2,388,601
Grid rent 132 KV substation 432,000 432,000
Insurance expenses 7,372,715 8,337,443
Kitchen utensils 25,350 6,300
Lease for land 26,284 55,867
Loose and tools expenses - 95,787
Lubricants 767,451 65,209
Office Expenses at Site 120,525 -
Puja expenses 37,050 44,315
Registration & renewal 18,500 -
Repair and maintenance expenses 1,440,226 40,524,335
Royalty expenses 11,783,033 28,437,601
Security expenses 1,300,000 1,300,000
Telephone and communication expenses 55,155 62,128
Transportation expenses 901,058 1,355,436
Wages 616,550 66,952
Total 201,302,125 259,261,873

Note 16: OTHER INCOME

Particulars Current Year Previous Year

Insurance claim - 6,425,000
Interest Income 1,262,577 -
Total 1,262,577 6,425,000

Note 17: Employee Benefit Expenses

Particulars Current Year Previous Year

Basic Salary 11,416,645 12,420,475
Allowance 3,758,762 4,014,636
Festival Allowance 798,011 890,287
15,973,417 17,325,398

Apportioned to:
- Cost of Revenue 8,732,972 9,896,405
- Indirect Cost 7,240,445 7,428,993
Total 15,973,417 17,325,398

A
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Note 18: Administrative Expenses

Particulars Current Year Previous Year

Advertisement & publicity expenses 98,683 107,404
AGM expenses 169,500 192,891
Audit fees 282,500 282,500
Annual Maintenance Charge 63,500 -
Balance Written off 73,205 -
Business promotion expenses 38,115 53,956
Compensation expenses 1,000,000 -
Consultancy charges 233,734 977,803
Courier expenses 660 -
CSR expenses 1,396,064 -
Daily allowance 11,764 -
Donation - 76,111
Electricity expenses 45,849 72,770
Fees and rates 7,021 509,775
Fuel expenses 503,018 118,831
Fines and penalties 21,494 97,364
House rent expenses 733,343 666,660
Insurance expenses 48,667 41,081
IPO issue expenses 125,000 250,000
Legal fee 148,400 611,947
Lubricants 47,475 -
Medical expenses 16,280 120,750
Meeting allowance 226,000 123,000
Miscellaneous expenses 41,965 23,926
Office expenses 117,884 242,293
Printing and stationery expenses 83,900 170,152
Refreshment expenses 21,655 856,253
Registration and renewal 559,600 652,686
Repair and maintenance expenses 1,801,472 939,322
Transportation expenses 9,250 5,325
Travelling expenses 1,079,313 815,216
Telephone and communication expenses 83,425 99,832
Wages 1,212 -
Water charges 51,053 72,670
Total 9,141,003 8,180,520

Note 19: Finance Cost

Particulars Current Year Previous Year

Bank charge and commission 33,617 1,046,184
Interest expenses 255,949,895 265,451,401
Penal Interest 20,390 -
Less:- Rebate on interest (346,473) (839,731)
Total 255,657,429 265,657,855

o
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Note 20: Employee Bonus

Staffs are provided annual bonus under the provision of the Electricity Act and Rules 2049 (at the rate of 2% of profit before
income tax and after bonus ).

Particulars Current Year Previous Year
Staff bonus expenses - 1,424,041
Total - 1,424,041

21. Related Parties Disclosures

a) Relationship

Relationship Related Party

Sitaram Timalsina

S R Power Investment Company Private Limited

Satish Timalsina

Prahlad Timalsina

Substantial Shareholder Rita Timalsina

Road Show Investment Company

Baikuntha Sharma

Prakash Timalsina

Puspa Chitrakar

Sita Dhuwani Sewa Private Limited

Sita Trade Center Private Limited

Company with common Directors - - - —
Gaurimata Nirman Company Private Limited

Sita Hydro Power Company Private Limited

Subsidiaries Mountain Hydropower Investment Private Limited

b) Those charged with governance

Those charged with governance of Mountain Hydro Nepal include members of Board of directors namely:

. Designation

1 | SitaramTimalsina Chairman

2 | SatishTimalsina Managing Director
3 | PrahladTimalsina Director

4 | Kamal Kumar Bharati Director

5 | Rita Timalsina Director

6 | KarunaGautam Director

A
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22.

The following expenses are incurred for those charged with governance of MHNL:

Designation Nature of expenses FY. 2079/80 FY.2078/79

- Regular Employee Benefits - -

1 | Sitaram Timalsina Chairman - Meeting Allowances 45,000 30,000
- Travelling Expenses 12,000 30,833

-Regular Employee Benefits 42,58,200 42,12,000

2 | Satish Timalsina Managing Director |-Meeting Allowance 45,000 30,000
-Travelling Allowance 12,000 -

-Regular Employee Benefits - -

3 | Prahlad Timalsina Director -Meeting Allowance 45,000 30,000
-Travelling Allowance 12,000 -

-Regular Employee Benefits - -

4 | Kamal Kumar Bharati | Director -Meeting Allowance 30,000 9,000
-Travelling Allowance 12,000 -

- . . -Meeting Allowance 33,000 -

> | Rita Timalsina Director -Travelling Allowance 12,000 -
. -Meeting Allowance 28,000 -

6 | KarunaGautam Director -Travelling Allowance 12,000 -

c) Other Related Party Transaction

. Transaction Outstanding Balance [Dr/(Cr)]
Name of the related Party Nature of the transaction
FY.2079/80 FY.2078/79 FY. 2079/80 FY. 2078/79
Sitaram Timalsina - Advance taken from director 20,374,750 | 13,825,182 (58,067,422) | (78,442,172)
Satish Timalsina - Advance to director 502,758 279,297 (245,207) 257,551
Sita Trade Center - Fuel purchase 3,494,344 181,140 (3,660,764) (166,420)
- Equipment Hire - 34,20,000 -
; ) - Project Construction -1 2,12,07,695 -
gg;rlr::ta Nirman - Repair & Maintenance - - (10,317,412)
pany (Civil Structure)
- Advance given 180,000 i
S.lta.Dhuwanl Sewa Private | - Transpo.rtat'lon of Turbine i 13,50,000 (13,50,000)
Limited for repair

Financial Risk Management
The Company's financial risk management is an integral part of how to plan and execute its business strategies.
Market risk

Market risk is the risk of loss of future earnings, fair value or future cash flows arising out of change in the price
of a financial instrument. These include change as a result of changes in the interest rates, foreign currency
exchange rates, equity prices and other market changes that affect market risk sensitive instruments. Market
risk is attributable to all market risk sensitive financial instruments including investments and deposits, foreign
currency receivables, payables and loans and borrowings.

The Company manages market risk through evaluation and identification of risk factors with the object of
governing/mitigating them according to Company's objectives and declared policies in specific context of
impact thereof on various segments of financial instruments. The Board provides oversight and reviews the
Risk management policy from time to time. The company is not exposed to market risk with reference of PPA
with NEA.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. In order to balance the Company's position with regards to interest
income and interest expense and to manage the interest rate risk, it performs a comprehensive interest rate
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risk management. The Company is not exposed to significant interest rate risk as at the respective reporting
dates.

Foreign currency risk

The Company is subject to the risk that changes in foreign currency values impact the Company's imports of
raw material and property, plant and equipment. The Company is not exposed to foreign exchange risk arising
from various currency exposures.

Credit risk

As the company has just started its commercial operation and has already signed Power Purchase Agreement
(PPA) with Nepal Electricity Authority (NEA); a government enterprises, the Company is not exposed to Credit
risk. Hence the company is not exposed to significant credit risk as at the respective reporting date.

Liquidity Risk

The management has sufficiently collected the equity portion and has obtained loan for settling or meeting it
on time.

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 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.

Contingent Liabilities and Commitments
ntingent Liabiliti
a) Revoked Performance Guarantee
A contingent liability is identified as follows:

(a) apossible obligation 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; or

(b) a present obligation that arises from past events but is not recognized because:

(i) itis not probable that an outflow of resources embodying economic benefits will be required to
settle the obligation; or

(i) the amount of the obligation cannot be measured with sufficient reliability.

The company has revoked a performance guarantee from Himal Hydro and General Construction Limited
amountingtoRs 58,377,349 on the ground of not abiding the terms of the contract. Settlement proceedings
and hearings was conducted by Nepal Council of Arbitration (NEPCA) for resolving this dispute. The verdict
of NEPCA was in the favour of Himal Hydro and General Construction Limited. Further, the Company has
appealed against this verdict to Hon’ble High Court, Patan.

Capital Commitments

Capital commitment is future capital expenditures that a company has committed to spend on long-term
assets over a period of time. There is no significant capital commitment pending on behalf of Company.
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